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PART I — FINANCIAL INFORMATION

Item 1. Financial Statements.

LENNOX INTERNATIONAL INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In millions, except share and per share data)

         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
  (unaudited)     

ASSETS
CURRENT ASSETS:         

Cash and cash equivalents  $ 65.4  $ 122.1 
Short-term investments   33.5   33.4 
Accounts and notes receivable, net   431.4   369.6 
Inventories, net   268.5   298.3 
Deferred income taxes   27.3   24.2 
Other assets   47.7   87.4 

  
 
  

 
 

Total current assets   873.8   935.0 
PROPERTY, PLANT AND EQUIPMENT, net   328.8   329.5 
GOODWILL   243.5   232.3 
DEFERRED INCOME TAXES   102.4   113.5 
OTHER ASSETS, net   51.5   49.2 
  

 
  

 
 

TOTAL ASSETS  $ 1,600.0  $ 1,659.5 
  

 

  

 

 

         
LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:         
Short-term debt  $ 7.5  $ 6.1 
Current maturities of long-term debt   35.3   0.6 
Accounts payable   268.2   234.5 
Accrued expenses   308.0   331.1 
Income taxes payable   —   3.7 

  
 
  

 
 

Total current liabilities   619.0   576.0 
LONG-TERM DEBT   276.9   413.7 
POSTRETIREMENT BENEFITS, OTHER THAN PENSIONS   12.1   12.5 
PENSIONS   111.5   107.7 
OTHER LIABILITIES   73.7   91.0 
  

 
  

 
 

Total liabilities   1,093.2   1,200.9 
COMMITMENTS AND CONTINGENCIES         
STOCKHOLDERS’ EQUITY:         

Preferred stock, $.01 par value, 25,000,000 shares authorized, no shares issued or
outstanding   —   — 

Common stock, $.01 par value, 200,000,000 shares authorized, 84,705,778 shares and
84,215,904 shares issued for 2009 and 2008, respectively   0.8   0.8 

Additional paid-in capital   813.1   805.6 
Retained earnings   536.9   538.8 
Accumulated other comprehensive loss   (53.5)   (98.8)
Treasury stock, at cost, 29,213,699 shares and 29,109,058 shares for 2009 and 2008,

respectively   (790.5)   (787.8)
  

 
  

 
 

Total stockholders’ equity   506.8   458.6 
  

 
  

 
 

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY  $ 1,600.0  $ 1,659.5 
  

 

  

 

 

The accompanying notes are an integral part of these consolidated financial statements.
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LENNOX INTERNATIONAL INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited, in millions, except per share data)

                 
  For the Quarters   For the Six Months  
  Ended   Ended  
  June 30,   June 30,  
  2009   2008   2009   2008  
                 
NET SALES  $ 790.5  $ 999.6  $ 1,375.9  $ 1,764.1 
COST OF GOODS SOLD   561.6   721.5   1,008.2   1,292.3 
  

 
  

 
  

 
  

 
 

Gross profit   228.9   278.1   367.7   471.8 
OPERATING EXPENSES:                 

Selling, general and administrative expenses   165.8   187.2   322.8   371.1 
Losses (gains) and other expenses, net   0.7   (4.6)   (0.1)   (7.9)
Restructuring charges   4.7   7.7   15.9   10.5 
Impairment of equity method investment   —   2.3   —   2.3 
Income from equity method investments   (1.8)   (2.9)   (3.2)   (6.0)

  
 
  

 
  

 
  

 
 

Operational income from continuing operations   59.5   88.4   32.3   101.8 
INTEREST EXPENSE, net   1.9   3.8   3.6   6.5 
OTHER EXPENSE, net   0.1   0.1   0.1   0.1 
  

 
  

 
  

 
  

 
 

Income from continuing operations before income taxes   57.5   84.5   28.6   95.2 
PROVISION FOR INCOME TAXES   21.6   33.1   10.9   37.0 
  

 
  

 
  

 
  

 
 

Income from continuing operations   35.9   51.4   17.7   58.2 
DISCONTINUED OPERATIONS:                 

Loss from discontinued operations   6.8   0.3   6.6   1.1 
Income tax benefit   (2.6)   (0.1)   (2.5)   (0.4)

  
 
  

 
  

 
  

 
 

Loss from discontinued operations   4.2   0.2   4.1   0.7 
  

 
  

 
  

 
  

 
 

Net income  $ 31.7  $ 51.2  $ 13.6  $ 57.5 
  

 

  

 

  

 

  

 

 

                 
EARNINGS PER SHARE — BASIC:                 

Income from continuing operations  $ 0.65  $ 0.92  $ 0.32  $ 1.00 
Loss from discontinued operations   (0.08)   (0.01)   (0.07)   (0.01)

  
 
  

 
  

 
  

 
 

Net income  $ 0.57  $ 0.91  $ 0.25  $ 0.99 
  

 

  

 

  

 

  

 

 

                 
EARNINGS PER SHARE — DILUTED:                 

Income from continuing operations  $ 0.63  $ 0.89  $ 0.32  $ 0.97 
Loss from discontinued operations   (0.07)   (0.01)   (0.08)   (0.02)

  
 
  

 
  

 
  

 
 

Net income  $ 0.56  $ 0.88  $ 0.24  $ 0.95 
  

 

  

 

  

 

  

 

 

                 
AVERAGE SHARES OUTSTANDING:                 

Basic   55.4   56.2   55.3   58.2 
Diluted   56.6   58.0   55.9   60.2 

                 
CASH DIVIDENDS DECLARED PER SHARE  $ 0.14  $ 0.14  $ 0.28  $ 0.28 

The accompanying notes are an integral part of these consolidated financial statements.
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LENNOX INTERNATIONAL INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE (LOSS) INCOME
For the Six Months Ended June 30, 2009 (unaudited) and the Year Ended December 31, 2008

(In millions, except per share data)
                                 
                  Accumulated           
  Common Stock   Additional       Other   Treasury   Total     
  Issued   Paid-In   Retained   Comprehensive  Stock   Stockholders’  Comprehensive 
  Shares   Amount   Capital   Earnings   Income (Loss)   at Cost   Equity   (Loss) Income  
BALANCE AS OF DECEMBER 31, 2007  81.9  $ 0.8  $ 760.7  $ 447.4  $ 63.6  $ (464.0)  $ 808.5     

  
 
  

 
  

 
  

 
  

 
  

 
  

 
     

Net income   —   —   —   122.8   —   —   122.8  $ 122.8 
Dividends, $0.56 per share   —   —   —   (31.4)   —   —   (31.4)   — 
Foreign currency translation

adjustments, net   —   —   —   —   (84.9)   —   (84.9)   (84.9)
Pension and postretirement liability

changes, net of tax benefit of
$35.1   —   —   —   —   (55.9)   —   (55.9)   (55.9)

Stock-based compensation expense   —   —   11.8   —   —   —   11.8   — 
Derivatives and other, net of tax

provision of $12.3   —   —   —   —   (21.6)   —   (21.6)   (21.6)
Common stock issued   2.3   —   19.7   —   —   —   19.7   — 
Treasury stock purchases   —   —   —   —   —   (323.8)   (323.8)   — 
Tax benefits of stock-based

compensation   —   —   13.4   —   —   —   13.4   — 
                              

 
 

Comprehensive loss   —   —   —   —   —   —   —  $ (39.6)
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 

 

BALANCE AS OF DECEMBER 31, 2008  84.2  $ 0.8  $ 805.6  $ 538.8  $ (98.8)  $ (787.8)  $ 458.6     
  

 
  

 
  

 
  

 
  

 
  

 
  

 
     

Net income   —   —   —   13.6   —   —   13.6  $ 13.6 
Dividends, $0.28 per share   —   —   —   (15.5)   —   —   (15.5)   — 
Foreign currency translation

adjustments, net   —   —   —   —   27.2   —   27.2   27.2 
Stock-based compensation expense   —   —   5.2   —   —   —   5.2   — 
Derivatives and other, net of tax

provision of $10.3   —   —   —   —   18.1   —   18.1   18.1 
Common stock issued   0.5   —   1.9   —   —   —   1.9   — 
Treasury stock purchases   —   —   —   —   —   (2.7)   (2.7)   — 
Tax benefit of stock-based

compensation   —   —   0.4   —   —   —   0.4   — 
                              

 
 

Comprehensive income   —   —   —   —   —   —   —  $ 58.9 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 

 

BALANCE AS OF JUNE 30, 2009   84.7  $ 0.8  $ 813.1  $ 536.9  $ (53.5)  $ (790.5)  $ 506.8     
  

 

  

 

  

 

  

 

  

 

  

 

  

 

     

The accompanying notes are an integral part of these consolidated financial statements.
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LENNOX INTERNATIONAL INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Six Months Ended June 30, 2009 and 2008

(Unaudited, in millions)
         
  2009   2008  
CASH FLOWS FROM OPERATING ACTIVITIES:         

Net income  $ 13.6  $ 57.5 
Adjustments to reconcile net income to net cash provided by operating activities:         

Income from equity method investments   (3.2)   (6.0)
Dividends from affiliates   2.3   — 
Restructuring expenses, net of cash paid   2.6   (6.0)
Impairment of equity method investment   —   2.3 
Unrealized gain on commodity swap contracts   (4.5)   (2.3)
Return of collateral posted for hedges   37.4   — 
Stock-based compensation expense   5.2   6.6 
Depreciation and amortization   28.2   25.6 
Deferred income taxes   11.5   7.6 
Other items, net   25.0   12.5 

Changes in assets and liabilities, net of effect of acquisitions and divestitures:         
Accounts and notes receivable   (58.9)   (112.0)
Inventories   23.5   (41.2)
Other current assets   6.0   (0.2)
Accounts payable   27.7   87.4 
Accrued expenses   (7.7)   (14.4)
Income taxes payable and receivable   (13.6)   4.9 
Other   (12.4)   1.3 

  
 
  

 
 

Net cash provided by operating activities   82.7   23.6 
         
CASH FLOWS FROM INVESTING ACTIVITIES:         

Proceeds from the disposal of property, plant and equipment   0.2   0.4 
Purchases of property, plant and equipment   (21.6)   (22.5)
Proceeds from sales of affiliates   0.5   — 
Return of investment   0.5   — 
Purchases of short-term investments   (17.0)   (35.0)
Proceeds from sales and maturities of short-term investments   16.8   27.9 

  
 
  

 
 

Net cash used in investing activities   (20.6)   (29.2)
         
CASH FLOWS FROM FINANCING ACTIVITIES:         

Short-term borrowings   1.1   4.9 
Long-term debt payments   (1.3)   (25.1)
Revolver long-term (payments) borrowings, net   (100.8)   282.0 
Proceeds from stock option exercises   1.9   12.8 
Repurchases of common stock   (2.7)   (307.0)
Excess tax benefits related to share-based payments   0.2   10.9 
Cash dividends paid   (15.5)   (24.6)

  
 
  

 
 

Net cash used in by financing activities   (117.1)   (46.1)
         
DECREASE IN CASH AND CASH EQUIVALENTS   (55.0)   (51.7)
EFFECT OF EXCHANGE RATES ON CASH AND CASH EQUIVALENTS   (1.7)   1.5 
CASH AND CASH EQUIVALENTS, beginning of period   122.1   145.5 
  

 
  

 
 

CASH AND CASH EQUIVALENTS, end of period  $ 65.4  $ 95.3 
  

 

  

 

 

         
Supplementary disclosures of cash flow information:         

Cash paid during the period for:         
Interest  $ 3.5  $ 9.1 

  

 

  

 

 

Income taxes (net of refunds)  $ 12.0  $ 13.9 
  

 

  

 

 

The accompanying notes are an integral part of these consolidated financial statements.
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LENNOX INTERNATIONAL INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. General:

References in this Quarterly Report on Form 10-Q to “we,” “our,” “us,” “LII” or the “Company” refer to Lennox
International Inc. and its subsidiaries, unless the context requires otherwise.

Basis of Presentation

The accompanying unaudited Consolidated Balance Sheet as of June 30, 2009, the accompanying unaudited Consolidated
Statements of Operations for the quarters and six months ended June 30, 2009 and 2008, the accompanying unaudited
Consolidated Statement of Stockholders’ Equity for the six months ended June 30, 2009 and the accompanying unaudited
Consolidated Statements of Cash Flows for the six months ended June 30, 2009 and 2008 should be read in conjunction with our
audited consolidated financial statements and footnotes included in our Annual Report on Form 10-K for the year ended
December 31, 2008. The accompanying unaudited consolidated financial statements have been prepared in accordance with
generally accepted accounting principles (“GAAP”) for interim financial information and with the instructions to Form 10-Q and
Article 10 of Regulation S-X. The accompanying consolidated financial statements contain all material adjustments, consisting
principally of normal recurring adjustments, necessary for a fair presentation of our financial position, results of operations and
cash flows. Certain information and footnote disclosures normally included in financial statements prepared in accordance with
generally accepted accounting principles have been condensed or omitted pursuant to applicable rules and regulations, although
we believe that the disclosures herein are adequate to make the information presented not misleading. The operating results for
the interim periods are not necessarily indicative of the results that may be expected for the full year.

Our fiscal year ends on December 31 and our quarters are each comprised of 13 weeks. For convenience, throughout these
financial statements, the 13 weeks comprising each quarterly period are denoted by the last day of the respective calendar
quarter.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires us to make estimates and assumptions
about future events. These estimates and the underlying assumptions affect the amounts of assets and liabilities reported,
disclosures about contingent assets and liabilities, and reported amounts of revenues and expenses. Such estimates include the
valuation of accounts receivable, inventories, goodwill, intangible assets, and other long-lived assets, legal contingencies,
guarantee obligations, indemnifications, and assumptions used in the calculation of income taxes, pension and postretirement
medical benefits, among others. These estimates and assumptions are based on our best estimates and judgment.

We evaluate our estimates and assumptions on an ongoing basis using historical experience and other factors, including the
current economic environment. We believe these estimates and assumptions to be reasonable under the circumstances and adjust
such estimates and assumptions when facts and circumstances dictate. Declines in the residential and commercial new
construction markets and other consumer spending and volatile equity, foreign currency, and commodity markets have combined
to increase the uncertainty inherent in such estimates and assumptions. As future events and their effects cannot be determined
with precision, actual results could differ significantly from these estimates. Changes in those estimates resulting from continuing
changes in the economic environment will be reflected in the financial statements in future periods.

Reclassifications

We have reclassified certain prior period expenses in the Consolidated Statement of Operations from Selling, General and
Administration Expenses to Cost of Goods Sold to conform to the current period’s presentation in the Consolidated Statement of
Operations. These costs include global sourcing and supplier development, product liability, workers’ compensation and property
leases.
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Newly Issued Accounting Pronouncements

In June 2009, the FASB issued Statement of Financial Accounting Standards No. 166, Accounting for Transfers of
Financial Assets (“SFAS No. 166”). SFAS No. 166 is a revision to SFAS Statement No. 140, Accounting for Transfers and
Servicing of Financial Assets and Extinguishments of Liabilities, and will require more information about transfers of financial
assets, including securitization transactions, and where entities have continuing exposure to the risks related to transferred
financial assets. It eliminates the concept of a “qualifying special-purpose entity,” provides for more restrictive requirements for
derecognizing financial assets, and requires additional disclosures. SFAS No. 166 will be effective January 1, 2010. Early
application is not permitted. We are currently evaluating the effects that SFAS No. 166 will have on our consolidated financial
statements.

2. Accounts and Notes Receivable:

Accounts and Notes Receivable have been reported in the accompanying Consolidated Balance Sheets net of the allowance
for doubtful accounts and net of accounts receivable sold under an ongoing asset securitization arrangement, if any. Detailed
information regarding the allowance for doubtful accounts is provided below (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
Allowance for doubtful accounts  $ 20.9  $ 18.6 
                 
  For the   For the  
  Quarters Ended   Six Months Ended  
  June 30,   June 30,  
  2009   2008   2009   2008  
Provision for bad debts  $ 2.8  $ 4.8  $ 7.2  $ 10.5 

3. Inventories:

Components of inventories are as follows (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
Finished goods  $ 197.2  $ 232.8 
Work in process   8.7   8.4 
Raw materials and repair parts   138.5   132.9 
  

 
  

 
 

   344.4   374.1 
Excess of current cost over last-in, first-out cost   (75.9)   (75.8)
  

 
  

 
 

Total inventories  $ 268.5  $ 298.3 
  

 

  

 

 

4. Goodwill:

The changes in the carrying amount of goodwill for the six months ended June 30, 2009, in total and by segment, are as
follows (in millions):
             
  Balance at       Balance at  
  December 31,      June 30,  
Segment  2008   Changes(1)   2009  
Residential Heating & Cooling  $ 33.7  $ —  $ 33.7 
Commercial Heating & Cooling   31.2   0.2   31.4 
Service Experts   93.8   4.8   98.6 
Refrigeration   73.6   6.2   79.8 
  

 
  

 
  

 
 

Total  $ 232.3  $ 11.2  $ 243.5 
  

 

  

 

  

 

 

   

(1)  Changes are primarily related to fluctuations in foreign currency exchange rates.
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5. Derivatives:

General

Our earnings and cash flows are subject to fluctuations due to changes in commodity prices, interest rates, and foreign
currency exchange rates and we seek to mitigate a portion of these risks by entering into derivative contracts. The derivatives we
use are commodity futures contracts, interest rate swaps, and currency forward contracts. We do not use derivatives for
speculative purposes.

The derivatives we enter into may be, but are not always, accounted for as hedges. To qualify for hedge accounting, the
derivatives must be highly effective in reducing the risk exposure that they are designed to hedge and it must be probable that the
underlying transaction will occur. For instruments designated as cash flow hedges, we must formally document, at inception, the
relationship between the derivative and the hedged item, the risk management objective, the hedging strategy for use of the
hedged instrument, and how hedge effectiveness is, and will be, assessed. This documentation also includes linking the
derivatives that are designated as cash flow hedges to forecasted transactions. We assess hedge effectiveness at inception and at
least quarterly throughout the hedge designation period.

We recognize all derivatives as either assets or liabilities at fair value in the Consolidated Balance Sheets regardless of
whether or not hedge accounting is applied. For more information on the fair value of these derivative instruments, see Note 16.
We report cash flows arising from our hedging instruments consistent with the classification of cash flows from the underlying
hedged items. Accordingly, cash flows associated with our derivative programs are classified as operating activities in the
accompanying Consolidated Statements of Cash Flows.

We monitor our derivative positions and credit ratings of our counterparties and do not anticipate losses due to counterparty
non-performance.

Hedge Accounting

The derivatives that we use as hedges of commodity prices and movements in interest rates are accounted for as cash flow
hedges. The effective portion of the gain or loss on the derivatives accounted for as hedges is recorded, net of applicable taxes, in
accumulated other comprehensive loss (“AOCL”), a component of Stockholders’ Equity in the accompanying Consolidated
Balance Sheets. When earnings is affected by the variability of the underlying cash flow, the applicable offsetting amount of the
gain or loss from the derivatives that is deferred in AOCL is reclassified into earnings. Ineffectiveness, if any, is recorded in
earnings each period. If the hedging relationship ceases to be highly effective, the net gain or loss shall remain in AOCL and will
be reclassified into earnings when earnings is affected by the variability of the underlying cash flow. If it becomes probable that
the forecasted transaction will not occur by the end of the originally specified period or within two months thereafter, the net gain
or loss remaining in AOCL will be reclassified to earnings immediately.

Accounting for Derivatives When Hedge Accounting is Not Applied

We may also enter into derivatives that economically hedge certain of our risks, even though hedge accounting does not
apply or we elect not to apply hedge accounting to these instruments. The changes in fair value of the derivatives act as an
economic offset to changes in the fair value of the underlying items. Changes in the fair value of instruments not designated as
cash flow hedges are recorded in earnings throughout the term of the derivative instrument and are reported in Losses (Gains)
and Other Expenses, net in the accompanying Consolidated Statements of Operations.

Objectives and Strategies for Using Derivative Instruments

Commodity Price Risk

We utilize a cash flow hedging program to mitigate the exposure to volatility in the prices of metal commodities we use in
our production processes. The hedging program includes the use of futures contracts and we enter into these contracts based on
our hedging strategy. We use a dollar cost averaging strategy for our hedge program. As part of this strategy, a higher percentage
of commodity price exposures are hedged near term with lower percentages hedged at future dates. This strategy provides us
with protection against near-term price volatility caused by market speculators and market forces, such as supply variation, while
allowing us to adjust to market price movements over time. Upon entering into futures contracts, we lock in prices and are
subject to derivative losses should the metal commodity prices decrease and gains should the prices increase. During 2008, metal
commodity prices decreased considerably in a short time horizon, which resulted in significant derivative losses. As a result of
these losses, we were required to post collateral of $0.5 million and $37.9 million as of June 30, 2009 and December 31, 2008,
respectively. The collateral posted was treated as a prepaid expense and recorded in Other Assets in the accompanying
Consolidated Balance Sheets. The unrealized derivative losses were recorded in AOCL.
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Interest Rate Risk

The majority of our debt bears interest at variable interest rates and therefore we are subject to variability in the cash paid
for interest expense. In order to mitigate a portion of this risk, we use a hedging strategy to eliminate the variability of cash flows
in the interest payments associated with the first $100 million of the total variable-rate debt outstanding under our Credit
Agreement that is solely due to changes in the benchmark interest rate. This strategy allows us to fix a portion of our interest
payments while also taking advantage of historically low interest rates.

On June 12, 2009, we entered into a $100 million pay-fixed, receive-variable interest rate swap with a large financial
institution at a fixed interest rate of 2.66%. The variable portion of the interest rate swap is tied to 1-Month LIBOR (the
benchmark interest rate). The interest rates under both the interest rate swap and the underlying debt are reset, the swap is settled
with the counterparty, and interest is paid, on a monthly basis. The interest rate swap expires October 12, 2012. We account for
the interest rate swap as a cash flow hedge.

Foreign Currency Risk

Foreign currency exchange rate movements create a degree of risk by affecting the U.S. dollar value of assets and liabilities
arising in foreign currencies. Our objective for entering into foreign currency forward contracts is to mitigate the impact of short-
term currency exchange rate movements on certain short-term intercompany transactions. In order to meet that objective, we
periodically enter into foreign currency forward contracts that act as economic hedges against changes in foreign currency
exchange rates. These forward contracts are not designated as hedges and generally expire within the quarter that they are
entered into.

Cash Flow Hedges

We include (gains) losses in AOCL in connection with our cash flow hedges. The (gains) losses related to commodity price
hedges are expected to be reclassified into earnings within the next 18 months based on the prices of the commodities at
settlement date. Assuming that commodity prices remain constant, $2.2 million of derivative losses are expected to be
reclassified into earnings within the next 12 months. Commodity futures contracts that are designated as cash flow hedges and
are in place as of June 30, 2009 are scheduled to mature through November 2010.

The (gains) losses related to our interest rate swap are expected to be reclassified into earnings within the next 40 months
based on the term of the swap. Assuming that the benchmark interest rate remains constant, $1.2 million of derivative losses are
expected to be reclassified into earnings within the next 12 months.

We recorded the following amounts related to our cash flow hedges (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
Commodity Price Hedges:         

Losses included in AOCL, net of tax  $ 1.8  $ 21.3 
Tax benefit   (1.0)   (11.9)

Interest Rate Swap:         
Losses included in AOCL, net of tax  $ 1.2  $ — 
Tax benefit   (0.7)   — 
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We had the following outstanding futures contracts designated as cash flow hedges (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
  (pounds)   (pounds)  
Copper   14.3   23.1 

Derivatives not Designated as Cash Flow Hedges

For commodity derivatives not designated as cash flow hedges, we follow the same hedging strategy as for derivatives
designated as cash flow hedges. We elect not to designate these derivatives as cash flow hedges at inception of the arrangement.
We had the following outstanding commodity futures contracts not designated as cash flow hedges (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
  (pounds)   (pounds)  
Copper   1.7   2.9 
Aluminum   1.8   3.2 

During the second quarter of 2009 we entered into foreign currency forward contracts with notional amounts of
$41.9 million, of which $16.4 million were still outstanding at the end of the second quarter of 2009.

Information About the Location and Amounts of Derivative Instruments

For information on the location and amounts of derivative fair values in the Consolidated Balance Sheets and derivative
gains and losses in the Consolidated Statements of Operations, see the tabular information presented below (in millions):

Fair Values of Derivative Instruments
             
  As of June 30,   As of December 31,  
  2009   2008  
  Balance Sheet Location  Fair Value  Balance Sheet Location  Fair Value  
Asset Derivatives             
Derivatives designated as hedging instruments

under SFAS No. 133  
 

     
 

    
Commodity futures contracts  Other Assets (Current)  $ 1.6  Other Assets (Current)  $ — 
Commodity futures contracts  Other Assets (Non-current)   0.6  Other Assets (Non-current)   — 

    
 
    

 
 

     2.2     — 
    

 
    

 
 

Derivatives not designated as hedging
instruments under SFAS No. 133  

 
     

 
    

Commodity futures contracts  Other Assets (Current)  $ 0.2  Other Assets  $ — 
Commodity futures contracts  Other Assets (Non-current)   0.1  Other Assets (Non-current)   — 

    
 
    

 
 

     0.3     — 
    

 
    

 
 

             
Total Asset for Derivatives    $ 2.5    $ — 
  

 
 

 

  
 

 

 

 

             
Liability Derivatives             
Derivatives designated as hedging instruments

under SFAS No. 133  
 

     
 

    
Commodity futures contracts  Accrued Expenses  $ 5.0  Accrued Expenses  $ 31.0 
Interest rate swap  Accrued Expenses   1.9  Accrued Expenses   — 
Commodity futures contracts  Other Liabilities   —  Other Liabilities   2.6 

    
 
    

 
 

    $ 6.9    $ 33.6 
    

 
    

 
 

Derivatives not designated as hedging
instruments under SFAS No. 133  

 
     

 
    

Commodity futures contracts  Accrued Expenses  $ 1.1  Accrued Expenses  $ 5.5 
Foreign currency forward contracts  Accrued Expenses   0.1  Accrued Expenses   — 
Commodity futures contracts  Other Liabilities   —  Other Liabilities   0.3 

    
 
    

 
 

    $ 1.2    $ 5.8 
    

 
    

 
 

             
Total Liability for Derivatives    $ 8.1    $ 39.4 
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The Effect of Derivative Instruments on the Consolidated Statements of Operations
                   
    Amount of Loss or (Gain) Reclassified  
    from AOCL into Income  
    (Effective Portion)  
  Location of Loss or (Gain) Reclassified For the Quarters   For the Six Months  
Derivatives in SFAS No. 133 Cash  from AOCL into Income  Ended June 30,   Ended June 30,  
Flow Hedging Relationships  (Effective Portion)  2009   2008   2009   2008  
 
Commodity futures contracts  Cost of Goods Sold  $ 6.5  $ (5.8)  $ 16.9  $ (7.9)
Interest rate swap  Interest Expense, net   0.1   —   0.1   — 
    

 
  

 
  

 
  

 
 

    $ 6.6  $ (5.8)  $ 17.0  $ (7.9)
  

 
 

 

 
 

 

 
 

 

 
 

 

 

 
    Amount of (Gain) or Loss Recognized  
    in Income on Derivatives  
    (Ineffective Portion)  
  Location of (Gain) or Loss Recognized  For the Quarters   For the Six Months  
Derivatives in SFAS No. 133 Cash  in Income on Derivatives  Ended June 30,   Ended June 30,  
Flow Hedging Relationships  (Ineffective Portion)  2009   2008   2009   2008  
                   
Commodity futures contracts  Losses (Gains) and Other Expenses, net  $ (0.1)  $ 0.1  $ (0.1)  $ — 
 
    Amount of (Gain) or Loss Recognized  
    in Income on  
    Derivatives  
Derivatives Not Designated  Location of (Gain) or Loss  For the Quarters   For the Six Months  
as Hedging Instruments under  Recognized in Income on  Ended June 30,   Ended June 30,  
SFAS No. 133  Derivatives  2009   2008   2009   2008  
                   
Commodity futures contracts  Losses (Gains) and Other Expenses, net  $ (1.1)  $ (0.3)  $ (1.8)  $ (3.3)
Foreign currency forward contracts  Losses (Gains) and Other Expenses, net   2.2   —   2.2   — 
    

 
  

 
  

 
  

 
 

    $ 1.1  $ (0.3)  $ 0.4  $ (3.3)
  

 
 

 

 
 

 

 
 

 

 
 

 

 

6. Income Taxes:

As of June 30, 2009, we had approximately $14.6 million in total gross unrecognized tax benefits. Of this amount,
$6.6 million (net of federal benefit on state issues), if recognized, would be recorded through the Consolidated Statement of
Operations. Also included in the balance of unrecognized tax benefits as of June 30, 2009 are liabilities of $6.4 million that, if
recognized, would be recorded as an adjustment to stockholders’ equity. As of June 30, 2009, we had recognized $1.0 million
(net of federal tax benefits) in interest and penalties in income tax expense.

The Internal Revenue Service (“IRS”) has completed its examination of our consolidated tax returns for the years 2004 —
2005 and issued a Revenue Agent’s Report (“RAR”) on July 31, 2008. The IRS has proposed certain significant adjustments to
our insurance deductions and research tax credits. We disagree with the RAR, which is currently under review by the
administrative appeals division of the IRS, and anticipate resolution by the end of 2009. It is possible that a reduction in the
unrecognized tax benefits may occur, but an estimate of the impact on the Consolidated Statement of Operations cannot be made
at this time.

The IRS also completed its examination of our consolidated tax returns for the years ended 2006 — 2007 and issued an
RAR on June 1, 2009. The IRS has proposed a significant adjustment to our research tax credits. We disagree with the RAR and
have requested a review by the administrative appeals division of the IRS. We anticipate resolution by the end of 2009. It is
possible that a reduction in the unrecognized tax benefits may occur, but an estimate of the impact on the Consolidated Statement
of Operations cannot be made at this time.

We are subject to examination by numerous taxing authorities in jurisdictions such as Australia, Belgium, Canada,
Germany, and the United States. We are generally no longer subject to U.S. federal, state and local, or non-U.S. income tax
examinations by taxing authorities for years before 2002.

Since January 1, 2009, Wisconsin, California, Virginia and North Dakota have enacted legislation effective for tax years
beginning on or after January 1, 2009, including requirements for combined reporting and changes to apportionment methods.
We believe any adjustments will be immaterial.
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7. Commitments and Contingencies:

We are subject to contingencies that arise in the normal course of business, including product warranties and other product
related contingencies, pending litigation, environmental matters and other guarantees or claims.

We use a combination of third-party insurance and self-insurance plans (large deductible or captive) to provide protection
against claims relating to contingencies such as workers’ compensation, general liability, product liability, property damage,
aviation liability, directors’ and officers’ liability, auto liability, physical damage and other exposures. Of these exposures, we use
self-insurance plans for workers’ compensation/employers’ liability, general liability, product liability, and auto liability. During
the second quarter of 2009, these policies were written through a third-party insurance provider, which was then reinsured by our
captive insurance subsidiary. Currently these policies are fronted by a commercial insurance company and we then pay the
premium directly into our captive insurance company. We believe that the liability limits retained by the captive are customary
for a company of our size and in our industry and are appropriate for our business.

In addition, we use third-party insurance plans for property damage, aviation liability, directors’ and officers’ liability, and
other exposures. Each of these policies includes per occurrence limits. However, we also carry umbrella or excess liability
insurance for all third-party and self-insurance plans, except for directors’ and officers’ liability. We believe the limit within our
excess policy is adequate for companies of our size in our industry.

The self-insurance expense and liabilities are actuarially determined based on our historical claims information, as well as
industry factors and trends and because we have a captive insurance company, we are required to maintain specified levels of
liquid assets from which we must pay claims. The majority of our self-insured risks (excluding auto liability and physical
damage) will be paid over an extended period of time. The self-insurance liabilities recorded in Accrued Expenses in the
accompanying Consolidated Balance Sheets were $66.7 million at June 30, 2009 and $63.3 million as of December 31, 2008.

Total liabilities for estimated warranty are included in the following captions on the accompanying Consolidated Balance
Sheets (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
Accrued Expenses  $ 30.6  $ 30.2 
Other Liabilities   51.5   64.3 
  

 
  

 
 

  $ 82.1  $ 94.5 
  

 

  

 

 

The changes in the total warranty liabilities for the six months ended June 30, 2009 were as follows (in millions):
     
Total warranty liability as of December 31, 2008  $ 94.5 
  

 

 

Payments made in 2009   (13.3)
Changes resulting from issuance of new warranties   12.9 
Changes in estimates associated with pre-existing liabilities   (12.6)
Changes in foreign currency exchange rates   0.6 
  

 
 

Total warranty liability as of June 30, 2009  $ 82.1 
  

 

 

At the end of each accounting period, we evaluate our warranty liabilities and during the second quarter of each year, we
perform a complete reevaluation of our warranty liabilities. As a result of our annual evaluation, we have recorded a reduction in
warranty liabilities that is the principal amount contained within the changes in estimates associated with pre-existing liabilities
of $12.6 million above. The reduction to our warranty liabilities was principally caused by lower than expected failure rates,
reductions to future cost estimates, and new experience data.
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We incur the risk of liability claims for the installation and service of heating and air conditioning products and we maintain
liabilities for those claims that we self-insure. We are involved in various claims and lawsuits related to our products. Our
product liability insurance policies have limits that, if exceeded, may result in substantial costs that could have an adverse effect
on our results of operations. In addition, warranty claims are not covered by our product liability insurance and certain product
liability claims may also not be covered by our product liability insurance. There have been no material changes in the
circumstances since our latest fiscal year-end.

We also may incur costs related to our products that may not be covered under our warranties and are not covered by
insurance, and we may, from time to time, repair or replace installed products experiencing quality issues in order to satisfy our
customers and to protect our brand. These product quality issues may be caused by vendor-supplied components that fail to meet
required specifications. We have identified a product quality issue in a heating and cooling product line produced during a
limited time period that we believe results from a vendor-supplied component that failed to meet required specifications. We
have recorded a liability of $4.2 million for the portion of the issue that is probable and can be reliably estimated based upon the
current data available. We are working to determine the scope and nature of the issue. Any additional liability resulting from the
product quality issue and any related recovery from the vendor cannot be reasonably estimated at this time.

We estimate the costs to settle pending litigation based on experience involving similar claims and specific facts known. We
do not believe that any current or pending or threatened litigation will have a material adverse effect on our financial position.
Litigation and arbitration, however, involve uncertainties and it is possible that the eventual outcome of litigation could adversely
affect our results of operations for a particular period.

Applicable environmental laws can potentially impose obligations to remediate hazardous substances at our properties, at
properties formerly owned or operated by us and at facilities to which we have sent or send waste for treatment or disposal. We
are aware of contamination at some facilities; however, we do not presently believe that any future remediation costs at such
facilities will be material to our results of operations. There have been no material changes to the reserve balances since our
latest fiscal year-end.

On June 22, 2006, we entered into an agreement with a financial institution to lease our corporate headquarters in
Richardson, Texas for a term of seven years (the “Lake Park Lease”). The leased property consists of an office building of
approximately 192,000 square feet, land and related improvements. Our obligations under the Lake Park Lease are secured by a
pledge of our interest in the leased property and are also guaranteed by us and certain of our subsidiaries. The Lake Park Lease,
as amended, contains restrictive covenants that are consistent with those of our domestic revolving credit facility. We are in
compliance with these financial covenants as of June 30, 2009.

8. Lines of Credit and Financing Arrangements:

Long-Term Debt and Lines of Credit

The following tables summarize our outstanding debt obligations and the classification in the accompanying Consolidated
Balance Sheets (in millions):
                 
Description of Obligation  Short-Term   Current   Long-Term     
As of June 30, 2009  Debt   Maturities   Maturities   Total  
Domestic promissory notes (1)  $ —  $ 35.0  $ —  $ 35.0 
Domestic revolving credit facility   —   —   259.0   259.0 
Capital lease obligations   —   0.1   17.6   17.7 
Foreign obligations   7.5   0.2   0.3   8.0 
  

 
  

 
  

 
  

 
 

Total debt  $ 7.5  $ 35.3  $ 276.9  $ 319.7 
  

 

  

 

  

 

  

 

 

                 
Description of Obligation  Short-Term   Current   Long-Term     
As of December 31, 2008  Debt   Maturities   Maturities   Total  
Domestic promissory notes (1)  $ —  $ —  $ 35.0  $ 35.0 
Domestic revolving credit facility   —   —   359.8   359.8 
Capital lease obligations   —   0.3   18.6   18.9 
Foreign obligations   6.1   0.3   0.3   6.7 
  

 
  

 
  

 
  

 
 

Total debt  $ 6.1  $ 0.6  $ 413.7  $ 420.4 
  

 

  

 

  

 

  

 

 

   

(1)  Domestic promissory notes bear interest at 8.00% and mature in 2010.
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As of June 30, 2009, we had outstanding borrowings of $259.0 million and an additional $107.3 million committed to
standby letters of credit under the $650 million domestic revolving credit facility. All of the remaining $283.7 million was
available for future borrowings. The facility matures in October 2012.

The domestic revolving credit facility includes a subfacility for swingline loans of up to $50 million and provides for the
issuance of letters of credit for the full amount of the domestic revolving credit facility. Our weighted average borrowing rate on
the domestic revolving credit facility was 1.14% and 2.26% as of June 30, 2009 and December 31, 2008, respectively.

The Third Amendment and Restated Revolving Credit Facility Agreement (the “Credit Agreement”) contains financial
covenants relating to leverage and interest coverage. Other covenants contained in the Credit Agreement restrict, among other
things, mergers, asset dispositions, guarantees, debt, liens, acquisitions, investments, affiliate transactions and our ability to make
restricted payments. The financial covenants require us to maintain a Consolidated Indebtedness to Adjusted EBITDA Ratio and
a Cash Flow (defined as EBITDA minus capital expenditures) to Net Interest Expense Ratio. The required ratios as of June 30,
2009 are detailed below:
     
Consolidated Indebtedness to Adjusted EBITDA Ratio no greater than   3.5 : 1.0 
     
Cash Flow to Net Interest Expense Ratio no less than   3.0 : 1.0 

The Credit Agreement contains customary events of default. These events of default include nonpayment of principal or
interest, breach of covenants or other restrictions or requirements, default on any other indebtedness or receivables
securitizations (cross default), or bankruptcy. A cross default could occur if:

 •  we fail to pay any principal or interest when due on any other indebtedness or receivables securitization of at least
$40 million; or

 •  we are in default on any other indebtedness or receivables securitization in an aggregate principal amount of at
least $40 million; and

 •  such default gives the holders the right to declare such indebtedness due and payable prior to its stated maturity.

If a cross default was to occur it could have a wider impact on our liquidity than might otherwise occur from a default of a
single debt instrument or lease commitment.

If any event of default occurs and is continuing, lenders with a majority of the aggregate commitments may require the
administrative agent to terminate our right to borrow under the Credit Agreement and accelerate amounts due under the Credit
Agreement (except for a bankruptcy event of default, in which case, such amounts will automatically become due and payable
and the lenders’ commitments will automatically terminate).

The domestic promissory notes contain the same financial covenant restrictions as the Credit Agreement listed above. As of
June 30, 2009, we were in compliance with all covenant requirements. Our revolving credit facility and promissory notes are
guaranteed by our material subsidiaries.

We have additional borrowing capacity through several foreign facilities governed by agreements between us and various
banks, used primarily to finance seasonal borrowing needs of our foreign subsidiaries. Available capacity at June 30, 2009 and
December 31, 2008 on foreign facilities were $26.7 million and $26.0 million, respectively.

During 2008, we expanded our Tifton, Georgia manufacturing facility using the proceeds from Industrial Development
Bonds (“IDBs”). We entered into a lease agreement with the owner of the property and the issuer of the IDBs, and through our
lease payments fund the interest payments to investors in the IDBs. We also guaranteed the repayment of the IDBs and entered
into letters of credit totaling $14.5 million to fund a potential repurchase of the IDBs in the event that investors exercised their
right to tender the IDBs to the Trustee. At June 30, 2009 and December 31, 2008, we recorded both a capital lease asset and a
corresponding long-term obligation of $14.3 million and $15.3 million, respectively, related to these transactions.

Credit Rating

At June 30, 2009, our senior credit rating was Ba1, with a stable outlook, by Moody’s and BB+, with a stable outlook, by
Standard & Poor’s Rating Group (“S&P”).
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Asset Securitization

Under a revolving period asset securitization arrangement (“ASA”), we are eligible to sell beneficial interests in a portion of
our trade accounts receivable to participating financial institutions for cash. The arrangement expires November 25, 2009, and is
subject to renewal. Our continued involvement in the transferred assets is limited to servicing, which includes collection and
administration of the transferred beneficial interests. The accounts receivable sold under the ASA are high quality domestic
customer accounts that have not aged significantly and the program takes into account an allowance for uncollectable accounts.
The receivables represented by the retained interest that we service are exposed to the risk of loss for any uncollectable amounts
in the pool of receivables sold under the ASA. The fair values assigned to the retained and transferred interests are based on the
sold accounts receivable carrying value given the short term to maturity and low credit risk.

The ASA contains certain restrictive covenants relating to the quality of our accounts receivable and cross-default
provisions with our Credit Agreement. The administrative agent under the ASA is also a participant in our Credit Agreement.
The participating financial institution has an investment grade credit rating. We continue to evaluate its credit rating and have no
reason to believe it will not perform under the ASA. As of June 30, 2009, we were in compliance with all covenant requirements.

The ASA provides for a maximum securitization amount of $125.0 million or 100% of the net pool balance as defined by
the ASA. However, eligibility for securitization is limited based on the amount and quality of the accounts receivable and is
calculated monthly. The beneficial interest sold cannot exceed the maximum amount even if our qualifying accounts receivable is
greater than the maximum amount at any point in time. The eligible amounts available were as follows (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
Eligible amount available under the ASA on qualified accounts receivable  $ 115.6  $ 91.0 
Beneficial interest sold   (30.0)   (30.0)
  

 
  

 
 

Remaining amount available  $ 85.6  $ 61.0 
  

 

  

 

 

Under the ASA, we pay certain discount fees to use the program and have the facility available to us. These fees relate to
both the used and unused portions of the securitization. The used fee is based on the beneficial interest sold and calculated on the
average floating commercial paper rate determined by the purchaser of the beneficial interest, plus a program fee of 0.75%. The
rate as of June 30, 2009 and December 31, 2008 was 0.50% and 2.14%, respectively. The unused fee is based on 102% of the
maximum available amount less the beneficial interest sold and calculated at 0.3% fixed rate throughout the term of the
agreement. We recorded these fees in Gains and Other Expenses, net and Selling, General and Administrative Expenses in the
accompanying Consolidated Statements of Operations. The amounts recorded were as follows (in millions):
                 
  For the Quarters Ended   For the Six Months Ended  
  June 30,   June 30,  
  2009   2008   2009   2008  
Discount fees  $ 0.2  $ 0.1  $ 0.4  $ 0.1 

9. Pension and Postretirement Benefit Plans:

The components of net periodic benefit cost were as follows (in millions):
                 
  For the Quarters Ended June 30,  
  2009   2008   2009   2008  
  Pension Benefits   Other Benefits  
Service cost  $ 1.4  $ 1.7  $ 0.2  $ 0.2 
Interest cost   4.4   4.1   0.2   0.2 
Expected return on plan assets   (4.1)   (4.5)   —   — 
Amortization of prior service cost   0.2   0.2   (0.5)   (0.5)
Amortization of net loss   2.2   1.2   0.3   0.3 
Settlements or curtailments   0.4   1.6   —   — 
  

 
  

 
  

 
  

 
 

Total net periodic pension cost  $ 4.5  $ 4.3  $ 0.2  $ 0.2 
  

 

  

 

  

 

  

 

 

                 
  For the Six Months Ended June 30,  
  2009   2008   2009   2008  
  Pension Benefits   Other Benefits  
Service cost  $ 2.8  $ 3.5  $ 0.4  $ 0.4 
Interest cost   8.7   8.2   0.4   0.4 
Expected return on plan assets   (8.1)   (9.0)   —   — 
Amortization of prior service cost   0.3   0.3   (1.0)   (1.0)
Amortization of net loss   4.5   2.4   0.6   0.6 
Settlements or curtailments   0.4   1.6   —   — 
  

 
  

 
  

 
  

 
 

Total net periodic pension cost  $ 8.6  $ 7.0  $ 0.4  $ 0.4 
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10. Comprehensive Income:

Comprehensive income for the quarters and six months ended June 30, 2009 and 2008 was computed as follows (in
millions):
                 
  For the   For the  
  Quarters Ended   Six Months Ended  
  June 30,   June 30,  
  2009   2008   2009   2008  
Net income  $ 31.7  $ 51.2  $ 13.6  $ 57.5 
Foreign currency translation adjustments   38.5   6.8   27.2   15.9 
Derivatives and other   7.2   (2.7)   18.1   6.0 
  

 
  

 
  

 
  

 
 

Total comprehensive income  $ 77.4  $ 55.3  $ 58.9  $ 79.4 
  

 

  

 

  

 

  

 

 

11. Stock-Based Compensation:

Our Amended and Restated 1998 Incentive Plan provides for various long-term incentive awards, which include stock
options, performance share units, restricted stock units and stock appreciation rights.

Stock-based compensation expense of $3.1 million and $5.2 million was recognized for the quarter and six months ended
June 30, 2009, respectively, and is included in Selling, General and Administrative Expenses in the accompanying Consolidated
Statements of Operations. Stock-based compensation expense of $3.5 million and $6.6 million was recognized for the quarter
and six months ended June 30, 2008, respectively. The decrease in stock-based compensation expense was primarily due to a
decrease in the estimated pay-out percentage on outstanding performance share units in the quarters and six months ended
June 30, 2009 as compared to the same periods in 2008. Cash flows from the tax benefits related to share-based payments of
$0.2 million and $10.9 million were included in cash flows from financing activities for the six months ended June 30, 2009 and
2008, respectively.

12. Restructuring Charges:

As part of our strategic priorities of manufacturing and sourcing excellence and expense reduction, we have initiated
various manufacturing rationalization actions designed to lower our cost structure. We also have begun to reorganize our North
American distribution network in order to better serve our customers’ needs by deploying parts and equipment inventory closer
to them. We have also initiated a number of activities that rationalize and reorganize various support and administrative functions
to reduce ongoing selling and administrative expenses.

Information on Total Restructuring Charges and Related Reserves

Restructuring charges incurred as a result of the actions include the following amounts (in millions):
                 
  For the Quarters Ended   For the Six Months Ended  
  June 30,   June 30,  
  2009   2008   2009   2008  
  

 
  

 
  

 
  

 
 

Manufacturing rationalizations  $ 1.3  $ 6.8  $ 8.9  $ 9.6 
Reorganization of distribution network   0.2   —   0.3   — 
Reorganizations of corporate and business unit selling

and administrative functions   3.2   0.9   6.7   0.9 
  

 
  

 
  

 
  

 
 

Total  $ 4.7  $ 7.7  $ 15.9  $ 10.5 
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The components of the restructuring charges recorded in the second quarter and first half of 2009 are discussed below.

The restructuring charges recorded during the second quarter and first half of 2008 related to the transition of production of
selected Refrigeration products manufactured in Milperra, Australia to its sister facility in Wuxi, China, the closure and
consolidation of our Refrigeration manufacturing, support and warehouse functions located in Danville, Illinois, Tifton, Georgia
and Stone Mountain, Georgia operations, the closure of certain Residential Heating & Cooling operations in Lynwood, California
and the consolidation of factory-built fireplace manufacturing operations into our facility in Union City, Tennessee.

Restructuring reserves are included in Accrued Expenses in the accompanying Consolidated Balance Sheets. The table
below details activity within the restructuring reserves for the first half of 2009 (in millions):
                     
  Balance as of   Charged       Non-Cash   Balance as of 
  December 31,  to   Cash   Utilization   June 30,  
Description of Reserves  2008   Earnings   Utilization   and Other   2009  
Severance and related expense  $ 9.3  $ 8.1  $ (8.8)  $ —  $ 8.6 
Asset write-offs and accelerated

depreciation   —   2.8   —   (2.8)   — 
Equipment moves   —   1.3   (1.3)   —   — 
Lease termination   0.6   0.8   (0.5)   —   0.9 
Other (1)   1.0   2.9   (2.7)   —   1.2 
  

 
  

 
  

 
  

 
  

 
 

Total restructuring reserves  $ 10.9  $ 15.9  $ (13.3)  $ (2.8)  $ 10.7 
  

 

  

 

  

 

  

 

  

 

 

   

(1)  Charges classified as ‘Other’ include $1.0 million for previously received economic development grants that will be
returned as a result of the Blackville plant closure, $0.6 million of facilities clean-up and demolition costs, manufacturing
inefficiencies and inventory move costs of $0.6 million, $0.5 million of third-party services related to restructuring activities
and other costs of $0.2 million.

Manufacturing Rationalization Activities

Information regarding the restructuring charges related to manufacturing rationalizations is as follows (in millions):
             
          Total  
  Charges   Charges   Charges  
  Incurred in   Incurred to   Expected to  
  2009   Date   be Incurred 
Severance and related expense  $ 2.8  $ 14.6  $ 14.6 
Asset write-offs and accelerated depreciation   2.7   7.6   11.4 
Equipment moves   1.0   4.6   6.5 
Other   2.4   12.5   14.6 
  

 
  

 
  

 
 

Total  $ 8.9  $ 39.3  $ 47.1 
  

 

  

 

  

 

 

Restructuring expense for manufacturing rationalization activities related to the following:

 •  In the first quarter of 2009, we began the consolidation of Residential Heating & Cooling manufacturing
operations from Blackville, South Carolina into our operations in Orangeburg, South Carolina and Saltillo,
Mexico. The consolidation is expected to be completed within two years. Total restructuring charges recorded
related to this action in the second quarter of 2009 were $0.8 million. Total restructuring charges recorded related
to this action in the first half of 2009 were $6.1 million. These charges were primarily composed of accelerated
depreciation, severance, and previously received economic development grants that will be returned as a result of
the Blackville plant closure.

 •  In the fourth quarter of 2007, we announced plans to close our Refrigeration operations in Danville, Illinois and
consolidate Danville manufacturing, support and warehouse functions into our Tifton, Georgia and Stone
Mountain, Georgia operations. The operations at Danville ceased as of the end of the first quarter of 2009 and the
transition was completed in the second quarter of 2009. Total restructuring charges recorded in the second quarter
of 2009 related to this action were $0.2 million. Total restructuring charges recorded in the first half of 2009
related to this action were $2.1 million. These charges were primarily composed of facility clean-up costs,
equipment moving costs and manufacturing inefficiencies incurred prior to the plant closure.

 •  In the second quarter of 2008, we announced the transition of production of certain Residential Heating &
Cooling products from our Marshalltown, Iowa manufacturing facility to our manufacturing operations in Saltillo,
Mexico. Total restructuring charges recorded in second quarter of 2009 related to this action were $0.3 million.
Total restructuring charges recorded in first half of 2009 related to this action were $0.6 million. The transition
was completed in the second quarter of 2009.
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Reorganization of Distribution Network

In the fourth quarter of 2008, we commenced the transition of activities then performed at our North American Parts Center
in Des Moines, Iowa to other locations, including our North American Distribution Center in Marshalltown, Iowa. We incurred
$0.2 million of restructuring charges during the second quarter and $0.3 million of restructuring charges during the first half of
2009 related to this transition, which were primarily composed of equipment moving costs. To date, we have incurred
$3.2 million, which was composed primarily of severance, and we expect the total cost to be $4.4 million related to this
restructuring activity. The total cost of this restructuring activity will be composed of severance of $3.4 million, equipment
moving costs of $0.3 million and other costs of $0.7 million. The transition is expected to be completed in the first quarter of
2010.

Reorganizations of Corporate and Business Unit Selling and Administrative Functions

Information regarding the restructuring charges related to the reorganization of corporate and business unit selling and
administrative functions is as follows (in millions):
             
          Total  
  Charges   Charges   Charges  
  Incurred in   Incurred to   Expected to  
  2009   Date   be Incurred 
Severance and related expense  $ 5.5  $ 9.6  $ 10.5 
Asset write-offs and accelerated depreciation   0.1   0.8   0.9 
Lease termination   0.7   1.0   1.1 
Other   0.4   1.1   1.4 
  

 
  

 
  

 
 

Total  $ 6.7  $ 12.5  $ 13.9 
  

 

  

 

  

 

 

We incurred costs related to the following restructuring actions in our selling and administrative activities:

 •  During the first half of 2009, we reorganized our Commercial Heating & Cooling selling and administrative
organization in the United States and Canada. As a result of this action, we recorded restructuring charges of
$1.1 million during the first half of 2009. No charges were recorded during the second quarter of 2009 related to
this action. The action was completed during the second quarter of 2009.

 •  In the third quarter of 2008, our Commercial Heating & Cooling business unit began to reorganize its selling and
administrative functions in Northern Europe through a series of restructuring actions. Total restructuring charges
recorded in second quarter of 2009 related to this action were $2.1 million. Total restructuring charges recorded in
first half of 2009 related to this action were $3.1 million. These actions are expected to be completed by the third
quarter of 2009.

 •  During the first quarter of 2009, we began to reorganize the management structure of our Refrigeration
administrative and support functions across the globe. Total restructuring charges recorded in second quarter of
2009 related to this action were $0.7 million. We recorded total restructuring charges of $1.4 million during the
first half of 2009 related to this action. The action will be completed during the third quarter of 2009.

 •  During the first quarter of 2009, we reorganized the Residential Heating & Cooling selling and administrative
organization in the United States. As a result of this action, we recorded restructuring charges of $0.4 million
during the first quarter and first half of 2009. The action was completed during the second quarter of 2009.

 •  During the first quarter of 2009, Service Experts began to centralize certain of its administrative and support
functions through a series of restructuring actions. As a result of these actions, we recorded restructuring charges
of $0.2 million during the second quarter of 2009. We recorded total restructuring charges of $0.4 million during
the first half of 2009 related to this action. These actions are expected to be completed during the fourth quarter of
2009.

 •  During the second quarter of 2009 we reorganized certain corporate administrative functions and we recorded
$0.2 million in severance related to this action.
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13. Discontinued Operations:

In the fourth quarter of 2008, our management approved a plan to discontinue operations of seven service centers within our
Service Experts business segment. We decided to sell these seven centers due to current economic conditions and a history of
operating losses. The related assets and liabilities for these service centers have been classified as current assets and liabilities in
the accompanying Consolidated Balance Sheets. By the end of the first quarter of 2009, we had entered into agreements to sell
all seven service centers.

The operating results of these centers have been classified as Discontinued Operations in the accompanying Consolidated
Statements of Operations and prior period results have been reclassified to conform to the current period presentation.

A summary of net trade sales, gain on disposal of assets and liabilities and pre-tax operating losses are detailed below (in
millions):
                 
  For the Quarters Ended   For the Six Months Ended  
  June 30,   June 30,  
  2009   2008   2009   2008  
Net trade sales  $ —  $ 3.3  $ 1.2  $ 5.9 
Gain on disposal of assets and liabilities included in

pre-tax operating loss   —   —   1.0   — 
Pre-tax operating loss(1)   6.8   0.3   6.6   1.1 

The assets and liabilities of the discontinued operations are presented as follows in the accompanying Consolidated Balance
Sheets (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
Assets of discontinued operations:         

Other assets  $ —  $ 0.8 
Liabilities of discontinued operations:         

Accrued expenses(1)  $ 8.0  $ 3.2 
   

(1)  Included in accrued expenses is a $7.4 million liability for litigation related to the sale of a service center in 2004 that was
included in discontinued operations, for which a charge of $6.2 million was included in pre-tax operating loss during the
second quarter of 2009.

14. Earnings Per Share:

Basic earnings per share are computed by dividing net income by the weighted-average number of common shares
outstanding during the period. Diluted earnings per share are computed by dividing net income by the sum of the weighted-
average number of shares and the number of equivalent shares assumed outstanding, if dilutive, under our stock-based
compensation plans. As of June 30, 2009, we had 84,705,778 shares issued of which 29,213,699 were held as treasury shares and
were therefore excluded from the weighted-average shares outstanding.

The computations of basic and diluted earnings per share for Income from Continuing Operations were as follows (in
millions, except per share data):
                 
  For the   For the  
  Quarters Ended   Six Months Ended  
  June 30,   June 30,  
  2009   2008   2009   2008  
Net income  $ 31.7  $ 51.2  $ 13.6  $ 57.5 
Add: Loss from discontinued operations   4.2   0.2   4.1   0.7 
  

 
  

 
  

 
  

 
 

Income from continuing operations  $ 35.9  $ 51.4  $ 17.7  $ 58.2 
  

 

  

 

  

 

  

 

 

                 
Weighted-average shares outstanding — basic   55.4   56.2   55.3   58.2 

Effect of diluted securities attributable to stock-based
payments   1.2   1.8   0.6   2.0 

  
 
  

 
  

 
  

 
 

Weighted-average shares outstanding — diluted   56.6   58.0   55.9   60.2 
  

 

  

 

  

 

  

 

 

                 
Earnings per share from continuing operations:                 

Basic  $ 0.65  $ 0.92  $ 0.32  $ 1.00 
Diluted  $ 0.63  $ 0.89  $ 0.32  $ 0.97 
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Stock appreciation rights were outstanding, but not included in the diluted earnings per share calculation because the
assumed exercise of such rights would have been anti-dilutive. The details are as follows:
         
  For the Six Months Ended  
  June 30,  
  2009   2008  
Number of shares   625,334   49,700 
Price ranges per share  $ 34.52 – 37.11  $ 35.82 – 43.66 

15. Reportable Business Segments:

We operate in four reportable business segments of the heating, ventilation, air conditioning and refrigeration (“HVACR”)
industry. Our segments are organized primarily by the nature of the products and services provided. The table below details the
nature of the operations of each reportable segment:
       
Segment  Product or Services  Markets Served  Geographic Areas
       
Residential Heating & Cooling  Heating  Residential Replacement  United States
  Air Conditioning  Residential New Construction  Canada
  Hearth Products     
       
Commercial Heating & Cooling  Rooftop Products  Light Commercial  United States
  Chillers    Canada
  Air Handlers    Europe
       
Service Experts  Equipment Sales  Residential  United States
  Installation  Light Commercial  Canada
  Maintenance     
  Repair     
       
Refrigeration  Unit Coolers  Light Commercial  United States
  Condensing Units    Canada
 

 

Other Commercial
Refrigeration Products

 

 

 

Europe
Asia Pacific
South America

Transactions between segments, such as products sold to Service Experts by the Residential Heating & Cooling segment,
are recorded on an arm’s-length basis using the market price for these products. The eliminations of these intercompany sales and
any associated profit are noted in the reconciliation of segment results to the income from continuing operations before income
taxes below.

We use segment profit or loss as the primary measure of profitability to evaluate operating performance and to allocate
capital resources. We define segment profit or loss as a segment’s income or loss from continuing operations before income taxes
included in the accompanying Consolidated Statements of Operations:

Excluding:

 •  Gains and/or losses and other expenses, net except for gains and/or losses on the sale of fixed assets.
 
 •  Restructuring charges.
 
 •  Goodwill and equity method investment impairments.
 
 •  Interest expense, net.
 
 •  Other expense, net.

Less amounts included in Losses (Gains) and Other Expenses, net:

 •  Realized gains and/or losses on settled derivative contracts.
 
 •  Foreign currency exchange gains and/or losses.
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Our corporate costs include those costs related to corporate functions such as legal, internal audit, treasury, human
resources, tax compliance and senior executive staff. Corporate costs also include the long-term share-based incentive awards
provided to employees throughout LII. We recorded these share-based awards as corporate costs as they are determined at the
discretion of the Board of Directors and based on the historical practice of doing so for internal reporting purposes.

Net sales and segment profit (loss) by business segment, along with a reconciliation of segment profit to net earnings are
shown below (in millions):
                 
  For the Quarters Ended   For the Six Months Ended  
  June 30,   June 30,  
  2009   2008   2009   2008  
Net Sales                 

Residential Heating & Cooling  $ 379.3  $ 450.7  $ 625.6  $ 779.9 
Commercial Heating & Cooling   162.7   229.5   294.2   394.7 
Service Experts   153.7   179.6   262.9   317.1 
Refrigeration   122.1   169.1   235.8   323.8 
Eliminations (1)   (27.3)   (29.3)   (42.6)   (51.4)

  
 
  

 
  

 
  

 
 

  $ 790.5  $ 999.6  $ 1,375.9  $ 1,764.1 
  

 

  

 

  

 

  

 

 

                 
Segment Profit (Loss)                 

Residential Heating & Cooling  $ 39.3  $ 50.0  $ 34.5  $ 63.2 
Commercial Heating & Cooling   19.3   26.7   21.3   32.9 
Service Experts   8.7   14.3   0.7   7.4 
Refrigeration   9.6   17.5   16.1   32.2 
Corporate and other   (14.7)   (8.7)   (28.6)   (20.9)
Eliminations (1)   —   (0.5)   (0.4)   (2.1)

  
 
  

 
  

 
  

 
 

Subtotal that includes segment profit and
eliminations   62.2   99.3   43.6   112.7 

Reconciliation to income from continuing operations
before income taxes:                 

Losses (gains) and other expenses, net of gain on sale
of fixed assets   0.8   (4.4)   —   (7.8)

Restructuring charges   4.7   7.7   15.9   10.5 
Impairment of equity method investment   —   2.3   —   2.3 
Interest expense, net   1.9   3.8   3.6   6.5 
Other expense, net   0.1   0.1   0.1   0.1 
Less: Realized (losses) gains on settled derivative

contracts (2)   (1.3)   0.6   (3.3)   1.1 
Less: Foreign currency exchange (losses) gains(2)   (1.5)   4.7   (1.3)   4.8 

  
 
  

 
  

 
  

 
 

Income from continuing operations before income
taxes  $ 57.5  $ 84.5  $ 28.6  $ 95.2 

  

 

  

 

  

 

  

 

 

   

(1)  Eliminations consist of intercompany sales between business segments, such as products sold to Service Experts by the
Residential Heating & Cooling segment.

 

(2)  Realized (losses) gains on settled derivative contracts, the ineffective portion of settled cash flow hedges and foreign
currency exchange (losses) gains are components of Losses (Gains) and Other Expenses, net in the accompanying
Consolidated Statements of Operations.
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Total assets by business segment are shown below (in millions). The assets in the Corporate segment are primarily
comprised of cash, short-term investments and deferred tax assets. Assets recorded in the operating segments represent those
assets directly associated with those segments.
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
Total Assets         

Residential Heating & Cooling  $ 562.5  $ 492.1 
Commercial Heating & Cooling   282.2   319.0 
Service Experts   177.2   170.6 
Refrigeration   345.0   340.4 
Corporate and other   247.8   345.3 
Eliminations (1)   (14.7)   (8.7)

  
 
  

 
 

Total assets   1,600.0   1,658.7 
Discontinued operations (See Note 13)   —   0.8 

  
 
  

 
 

Total assets  $ 1,600.0  $ 1,659.5 
  

 

  

 

 

   

(1)  Eliminations consist of net intercompany receivables and intercompany profit included in inventory from products sold
between business segments, such as products sold to Service Experts by the Residential Heating & Cooling segment.

16. Fair Value Measurements:

Fair Value Hierarchy

The three-level fair value hierarchy for disclosure of fair value measurements defined by SFAS No. 157 is as follows:

Level 1 — Quoted prices for identical instruments in active markets at the measurement date.
 
Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets

that are not active; and model-derived valuations in which all significant inputs and significant value drivers are
observable in active markets at the measurement date and for the anticipated term of the instrument.

 
Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or significant value drivers are

unobservable inputs that reflect the reporting entity’s own assumptions about the assumptions market participants
would use in pricing the asset or liability developed based on the best information available in the circumstances.
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Assets and Liabilities Measured at Fair Value on a Recurring Basis

The following table presents the fair value hierarchy for those assets and liabilities measured at fair value on a recurring
basis (in millions):
                 
  Fair Value Measurements on a Recurring Basis as of  
  June 30, 2009  
  Quoted Prices   Significant        
  in Active   Other   Significant     
  Markets for   Observable   Unobservable     
  Identical Assets  Inputs   Inputs     
  (Level 1)   (Level 2)   (Level 3)   Total  
Assets:                 

Short-term investments  $ —  $ 33.5  $ —  $ 33.5 
Investment in marketable equity securities (1)  1.9   —   —   1.9 
Derivatives, net (2)   —   2.5   —   2.5 

                 
Liabilities:                 

Derivatives, net (3)  $ —  $ 8.1  $ —  $ 8.1 
   

(1)  Investment in marketable equity securities is recorded in Other Long-term Assets in the accompanying Consolidated
Balance Sheets.

 

(2)  Asset derivatives are recorded in Other Assets in the accompanying Consolidated Balance Sheets. See Note 5 for more
information.

 

(3)  Liability derivatives are recorded in Accrued Expenses and Other Liabilities in the accompanying Consolidated Balance
Sheets. See Note 5 for more information.

Other Fair Value Measurements

The carrying amounts of cash and cash equivalents, accounts and notes receivable, net, accounts payable and other current
liabilities approximate fair value due to the short maturities of these instruments. The fair values of each of our long-term debt
instruments are based on the quoted market prices for the same issues or on the amount of future cash flows associated with each
instrument using current market rates for debt instruments of similar maturities and credit risk. The estimated fair value of non-
convertible long-term debt (including current maturities) was $346.7 million and $460.3 million as of June 30, 2009 and
December 31, 2008, respectively. The fair values presented are estimates and are not necessarily indicative of amounts for which
we could settle such instruments currently or indicative of our intent or ability to dispose of or liquidate them.

17. Subsequent Events:

We have evaluated subsequent events through July 30, 2009, which was the date the financial statements were issued.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

This Quarterly Report on Form 10-Q 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, that are based on
information currently available to management as well as management’s assumptions and beliefs. All statements, other than
statements of historical fact, included in this Quarterly Report on Form 10-Q constitute forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995, including but not limited to statements identified by the words
“may,” “will,” “should,” “plan,” “predict,” “anticipate,” “believe,” “intend,” “estimate” and “expect” and similar expressions.
Such statements reflect our current views with respect to future events, based on what we believe are reasonable assumptions;
however, such statements are subject to certain risks and uncertainties. In addition to the specific uncertainties discussed
elsewhere in this Quarterly Report on Form 10-Q, the risk factors set forth in Part I, “Item 1A. Risk Factors” in our Annual
Report on Form 10-K for the year ended December 31, 2008, and those set forth in Part II, “Item 1A. Risk Factors” of this report,
if any, may affect our performance and results of operations. Should one or more of these risks or uncertainties materialize, or
should underlying assumptions prove incorrect, actual results may differ materially from those in the forward-looking statements.
We disclaim any intention or obligation to update or review any forward-looking statements or information, whether as a result
of new information, future events or otherwise.

Overview

We operate in four reportable business segments of the heating, ventilation, air conditioning and refrigeration, (“HVACR”)
industry. Our reportable segments are Residential Heating & Cooling, Commercial Heating & Cooling, Service Experts and
Refrigeration. For more detailed information regarding our reportable segments, see Note 15 in the Notes to our Consolidated
Financial Statements.

Our products and services are sold through a combination of distributors, independent and company-owned dealer service
centers, other installing contractors, wholesalers, manufacturers’ representatives, original equipment manufacturers and to
national accounts. The demand for our products and services is seasonal and dependent on the weather. Warmer than normal
summer temperatures generate strong demand for replacement air conditioning and refrigeration products and services and colder
than normal winter temperatures have the same effect on heating products and services. Conversely, cooler than normal summers
and warmer than normal winters depress HVACR sales and services. In addition to weather, demand for our products and
services is influenced by national and regional economic and demographic factors, such as interest rates, the availability of
financing, regional population and employment trends, new construction, general economic conditions and consumer spending
habits and confidence.

The principal elements of cost of goods sold in our manufacturing operations are components, raw materials, factory
overhead, labor and estimated costs of warranty expense. In our Service Experts segment, the principal components of cost of
goods sold are equipment, parts and supplies and labor. The principal raw materials used in our manufacturing processes are
steel, copper and aluminum. In recent years, a trend toward higher prices for these commodities and related components has
challenged us and the HVACR industry in general. We partially mitigate the impact of higher commodity prices through a
combination of price increases, commodity contracts, improved production efficiency and cost reduction initiatives. We also
partially mitigate volatility in the prices of these commodities by entering into futures contracts and fixed forward contracts.

A substantial portion of the sales in each of our business segments is attributable to replacement business, with the balance
comprised of new construction business. With the current downturn in residential and commercial new construction activity and
current overall economic conditions, we are seeing a decline in the demand for the products and services we sell into these
markets.

Our fiscal year ends on December 31 and our interim fiscal quarters are each comprised of 13 weeks. For convenience,
throughout this Management’s Discussion and Analysis of Financial Condition and Results of Operations, the 13-week periods
comprising each fiscal quarter are denoted by the last day of the calendar quarter.
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Impact of Current Economic Environment on Our Business

The second quarter of each fiscal year is the beginning of the summer and our most profitable season. During the second
quarter of 2009, we continued to face challenging market conditions. The global economic downturn has impacted consumer and
business confidence and led to lower replacement and new construction business across all our end markets. While we saw a
decrease in the year-over-year rate of decline in our Residential and Service Experts businesses in the second quarter from the
first quarter, we saw an increase in the rate in our Commercial and Refrigeration businesses. We continued to execute on our
strategic priorities to win new business, capture opportunities in the replacement market, and lower our cost structure for the
current market conditions.

We are continuing to adjust to lower demand levels in the marketplace by accelerated efforts to increase our operational
efficiency and reduce costs while we continue to focus on providing our customers a high level of value and service. During the
second quarter of 2009, we recorded restructuring charges of $4.7 million, and during the first half of 2009 we recorded
restructuring charges of $15.9 million. In addition to the savings related to restructuring activities, we believe that we will realize
additional savings from lower commodity prices on certain metals and from our global sourcing initiatives for the remainder of
2009. We are also executing on additional operating efficiency and cost reduction initiatives that are designed to substantially
reduce our selling, general and administrative expenses through salaried headcount reduction and other measures. Our salaried
headcount is down over 9% from the beginning of 2009.

We believe that when market conditions recover, we will be well-positioned with significant upside leverage in our business
model.

Company Highlights

 •  Net sales for the second quarter of 2009 were $790.5 million, $209.1 million or 20.9% below the second quarter of
2008. Lower volumes of $204.3 million across all business segments negatively impacted revenues on a year-over-year
basis.

 •  Operational income from continuing operations for the second quarter of 2009 was $59.5 million compared to $88.4
million for the second quarter of 2008. The decline in operational income was primarily due to lower sales partially
offset by savings from cost reductions and cost control initiatives.

 •  Net income for the second quarter of 2009 was $31.7 million compared to $51.2 million in the same period in 2008.
Diluted earnings per share was $0.56 per share in the second quarter 2009 compared to $0.88 per share in the second
quarter of 2008.

 •  We generated $82.7 million of cash from operating activities for the first half of 2009, compared to $23.6 million
during the same period in 2008 as we continued to focus on working capital improvements. Cash from operating
activities increased primarily due to favorable working capital changes and with our strong cash generation, we repaid
debt of $85.7 million during the second quarter of 2009.

Results of Operations

The following table presents certain information concerning our financial results, including information presented as a
percentage of net sales (dollars in millions):
                                 
  Second Quarter   Six Months Ended June 30,  
  2009   2008   2009   2008  
  Dollars   Percent   Dollars   Percent   Dollars   Percent   Dollars   Percent  
Net sales  $ 790.5   100.0% $ 999.6   100.0% $ 1,375.9   100.0%  $ 1,764.1   100.0%
Cost of goods sold   561.6   71.0   721.5   72.2   1,008.2   73.3   1,292.3   73.3 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

Gross profit   228.9   29.0   278.1   27.8   367.7   26.7   471.8   26.7 
Selling, general and

administrative expenses   165.8   21.0   187.2   18.7   322.8   23.5   371.1   21.0 
Losses (gains) and other expenses,

net   0.7   0.1   (4.6)   (0.5)   (0.1)   —   (7.9)   (0.4)
Restructuring charges   4.7   0.6   7.7   0.9   15.9   1.1   10.5   0.5 
Impairment of equity method

investment   —   —   2.3   0.2   —   —   2.3   0.1 
Income from equity method

investments   (1.8)   (0.2)   (2.9)   (0.3)   (3.2)   (0.2)   (6.0)   (0.3)
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

Operational income  $ 59.5   7.5% $ 88.4   8.8% $ 32.3   2.3%  $ 101.8   5.8%
  

 

  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

                                 
Net income  $ 31.7   4.0% $ 51.2   5.1% $ 13.6   1.0%  $ 57.5   3.3%
  

 

  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

 

26



Table of Contents

The following table sets forth net sales by geographic market (dollars in millions):
                                 
  Second Quarter   Six Months Ended June 30,  
  2009   2008   2009   2008  
  Dollars  Percent  Dollars  Percent  Dollars   Percent  Dollars   Percent 
Geographic Market:                                 
U.S.  $ 591.0   74.8% $ 711.2   71.1% $1,015.9   73.8% $1,242.9   70.5%
Canada   82.9   10.5   105.5   10.6   141.3   10.3   187.0   10.6 
International   116.6   14.7   182.9   18.3   218.7   15.9   334.2   18.9 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
  

 
 

Total net sales  $ 790.5   100.0% $ 999.6   100.0% $1,375.9   100.0% $1,764.1   100.0%
  

 

  

 

  

 

  

 

  

 

  

 

  

 

  

 

 

Second Quarter of 2009 Compared to Second Quarter of 2008 — Consolidated Results

Net Sales

Net sales decreased 20.9% for the second quarter of 2009 as compared to the same period in 2008. The decrease in net sales
was due to unfavorable impacts in sales volumes of approximately 21% across all segments and was driven by declines in the
overall markets we serve. While the residential market continued to decline from a year ago, we saw the rate of decline slow in
the second quarter. In the commercial and refrigeration markets, we saw the rate of decline increase. The declines in unit
volumes were partially offset by pricing gains of approximately 2% and positive sales mix of almost 2%. Changes in foreign
currency exchange rates adversely impacted revenues by almost 4%.

Gross Profit

Gross profit margins improved 120 basis points to 29.0% for the second quarter of 2009 compared to gross margins of
27.8% in the same period of 2008. Pricing gains increased gross profit margins by approximately 130 basis points. Gross profit
margins were also positively impacted by nearly 60 basis points for the net incremental effect of warranty adjustments. However,
product costs, including under-absorbed manufacturing costs, decreased gross profit margins by approximately 120 basis points.
The changes in foreign currency exchange rates also had an approximate 20 basis point positive impact on our gross profit
margins.

Selling, General and Administrative Expenses

SG&A expenses for the second quarter decreased by approximately $21.4 million in 2009 compared to the same period in
2008. As a percentage of total net sales, SG&A expenses were 21.0% for the second quarter of 2009 and 18.7% for the second
quarter of 2008 primarily due to the decline in sales volumes at a greater pace than we were able to realize benefits from our cost
reduction efforts. Selling and administrative expenses decreased generally due to cost reductions, including headcount savings,
totaling approximately $13 million, and the impact of foreign exchange rates of almost $8 million. Research and development
expenses remained constant as we continue to invest in future product offerings.

Losses (Gains) and Other Expenses, Net

Losses (gains) and other expenses, net for the second quarters of 2009 and 2008 included the following (in millions):
         
  Second Quarter  
  2009   2008  
Realized losses (gains) on settled futures contracts  $ 1.3  $ (0.6)
Unrealized (gains) losses on unsettled futures contracts not designated as cash flow hedges   (2.5)   0.4 
Foreign currency exchange losses (gains)   1.5   (4.7)
Other items, net   0.4   0.3 
  

 
  

 
 

Losses (Gains) and other expenses, net  $ 0.7  $ (4.6)
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The change in gains and losses on futures contracts was primarily due to decreases in commodity prices relative to the
futures contract prices during 2009 as compared to 2008 for the contracts that settled during the quarter. Conversely, the change
in unrealized (gains) losses related to unsettled futures contracts not designated as cash flow hedges was primarily due to higher
commodity prices relative to the futures contract prices for those contracts. For more information, see Note 5 in the Notes to the
Consolidated Financial Statements. The change in foreign currency losses (gains) was primarily due to a favorable catch-up
adjustment of $5.0 million related to foreign currency fluctuations on intercompany loans recorded in 2008. Additionally, we
incurred foreign exchange transaction losses on intercompany transactions as the dollar weakened against certain foreign
currencies.

Restructuring Charges

As part of our strategic priorities of manufacturing and sourcing excellence, distribution excellence and expense reduction,
we have initiated actions designed to improve the delivery of our products to customers and also to lower our cost structure. We
have begun to reorganize our sales support and administrative functions to be more effective and efficient in the markets we
serve. We continue to focus on restructuring activities to position our company for profitable growth as the economy improves.

In the second quarters of 2009 and 2008, we incurred restructuring charges consisting of:
         
  Second Quarter  
  2009   2008  
Manufacturing rationalizations  $ 1.3  $ 6.8 
Reorganization of distribution network   0.2   — 
Reorganizations of corporate and business unit selling and administrative functions   3.2   0.9 
  

 
  

 
 

Total  $ 4.7  $ 7.7 
  

 

  

 

 

For further detail regarding restructuring reserves and individual restructuring actions, see Note 12 in the Notes to our
Consolidated Financial Statements.

Manufacturing Rationalizations

The restructuring charges incurred in the second quarter of 2009 primarily related to the consolidation of Residential
Heating & Cooling manufacturing operations from Blackville, South Carolina into our operations in Orangeburg, South Carolina
and Saltillo, Mexico. The consolidation is expected to be completed within two years. These restructuring charges related to
manufacturing rationalizations consisted primarily of $1.3 million of asset write-offs and accelerated depreciation.

In the future, we expect to incur additional charges of $7.8 million related to the manufacturing rationalization projects that
were in process during the second quarter of 2009. Of the additional charges expected, $3.7 million is accelerated depreciation or
asset impairment charges and, therefore, non-cash. We also expect to incur $2.0 million in equipment move costs and
$2.1 million of other costs. Included in these other costs are $1.2 million of facility demolition and site clean-up and $0.9 million
of manufacturing inefficiencies incurred prior to the plant closure.

Reorganization of North American Distribution Network

In the second quarter of 2009, we incurred $0.2 million of equipment move costs related to the transition of activities
currently performed at our North American Parts Center in Des Moines, Iowa to other locations, including our North American
Distribution Center in Marshalltown, Iowa.

In the future, we expect to incur additional charges of $1.2 million related to this project, consisting of $0.7 million in
severance and $0.5 million in other costs, consisting of relocation, pension curtailment and facility clean-up costs. The current
restructuring project is expected to be completed within two years. We anticipate that we will initiate additional restructuring
activities in this area as we seek to further enhance our North American distribution network.
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Reorganizations of Corporate and Business Unit Selling and Administrative Functions

The restructuring charges incurred in second quarter 2009 related primarily to the reorganization of selling and
administrative functions in our European operations and included $2.6 million of severance and related charges, $0.4 million of
lease termination costs, and $0.2 million of other costs.

To date and in total, we have incurred $12.5 million of restructuring charges related to reorganizations of selling and
administrative functions for projects that were in process during the second quarter of 2009. Of that amount, $9.6 million was
severance costs, $0.9 million was asset write-offs and accelerated depreciation, $1.0 million was lease termination costs, and the
remaining $1.0 million was other charges.

In the future, we expect to incur additional charges of $1.3 million related to these projects, of which $0.9 million is
expected to be severance. All of these future charges will require the use of cash.

Future Charges and Expense Savings

We anticipate incurring approximately $10.3 million of future restructuring charges relating to projects that were in process
during the second quarter of 2009. Of that amount, about $3.7 million are anticipated to be non-cash charges for accelerated
depreciation and asset impairments. Future cash outlays for restructuring activities that are currently in progress are estimated to
be $19.8 million. These restructuring charges and cash outlays are expected to be incurred generally within the next two years.

We expect to realize $15.3 million of incremental expense savings for the remainder of 2009.

Income from Equity Method Investments

Investments over which we do not exercise control but have significant influence are accounted for using the equity method
of accounting. Income from equity method investments decreased to $1.8 million in the second quarter of 2009 compared to
$2.9 million during the same period in 2008 primarily due to the lowered performance of our U.S. joint venture in compressor
manufacturing, which experienced reduced sales as a result of a reduction in our volume of purchases.

Interest Expense, net

Interest expense, net, decreased to $1.9 million in the second quarter of 2009 from $3.8 million during the same period in
2008. The decrease in interest expense was primarily attributable to a decrease in the average interest rate paid on variable rate
debt and average amounts borrowed in the second quarter of 2009 as compared to the same period in 2008.

Income Taxes

The income tax provision was $21.6 million in the second quarter of 2009 compared to $33.1 million during the same
period in 2008. The effective tax rate was 37.6% for the second quarter of 2009 as compared to 39.2% for the same period in
2008. Our effective rates differ from the statutory federal rate of 35% for certain items, such as state and local taxes, non-
deductible expenses, foreign operating losses for which no tax benefits have been recognized and foreign taxes at rates other than
35%.

Discontinued Operations

Near the end of 2008, we announced plans to sell seven unprofitable service centers. We have reclassified losses related to
these service centers in the second quarter of 2009 of $0.6 million to discontinued operations. This compares with losses from
these discontinued operations incurred in the second quarter of 2008 of $0.3 million. We entered into agreements to sell all of
these service centers during the first quarter of 2009. Also included in the loss from discontinued operations is a provision of
$6.2 million for an unfavorable judgment in litigation related to the sale of a service center in 2004 that was included in
discontinued operations.
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Second Quarter 2009 Compared to Second Quarter 2008 — Results by Segment

Residential Heating & Cooling

The following table details our Residential Heating & Cooling segment’s net sales and profit for the second quarters of
2009 and 2008 (dollars in millions):
                 
  Second Quarter        
  2009   2008   Difference   % Change  
Net sales  $ 379.3  $ 450.7  $ (71.4)   (15.8)%
Profit   39.3   50.0   (10.7)   (21.4)
% of net sales   10.4%  11.1%        

The decrease in net sales was due to continuing weakness in the U.S. residential new construction market and softer
replacement business as consumers remain cautious in the current economic environment. Unit volumes were lower across the
industry. While net sales continued to decline from a year ago, the rate of decline decreased compared to the rate in the first
quarter of 2009. Product mix continued to shift towards our premium products, driven in part by government incentives to
consumers for energy efficient products. Volumes decreased net sales by nearly 18% in 2009 as compared to 2008. The decreases
related to net sales was partially offset by pricing gains of approximately 3% related to increases that were enacted in the later
quarters of 2008 and positive sales mix of about 1%. The unfavorable impact of changes in foreign currency exchange rates
decreased net sales by approximately 2%.

Changes in net sales unfavorably impacted segment profit by $9 million. In addition, product costs of $9 million, including
under-absorbed manufacturing costs, also adversely impacted segment profit. Offsetting these unfavorable impacts to segment
profit was an incremental favorable adjustment to our warranty liabilities of $4 million and SG&A cost reductions, including
headcount savings, of $5 million.

Commercial Heating & Cooling

The following table details our Commercial Heating & Cooling segment’s net sales and profit for the second quarters of
2009 and 2008 (dollars in millions):
                 
  Second Quarter        
  2009   2008   Difference   % Change  
Net sales  $ 162.7  $ 229.5  $ (66.8)   (29.1)%
Profit   19.3   26.7   (7.4)   (27.7)
% of net sales   11.9%  11.6%        

Our Commercial Heating & Cooling business experienced lower sales volume of 29%, primarily due to weak new
construction in North America and overall weakness in European business. The unfavorable impact of changes in foreign
currency exchange rates on net sales was approximately 4%. As an offset to these negative impacts to sales, we experienced
pricing gains of about 1% from increases that were enacted during the later quarters of 2008 and positive sales mix of 4%.

Changes in net sales unfavorably impacted segment profit by $11 million. In addition, product costs of $3 million, including
under-absorbed fixed manufacturing costs, also contributed to the decrease in segment profit. Offsetting these unfavorable
impacts were SG&A cost reductions, including headcount savings, of $5 million and a favorable warranty adjustment of
$2 million.

Service Experts

The following table details our Service Experts segment’s net sales and profit for the second quarters of 2009 and 2008
(dollars in millions):
                 
  Second Quarter        
  2009   2008   Difference   % Change  
Net sales  $ 153.7  $ 179.6  $ (25.9)   (14.4)%
Profit   8.7   14.3   (5.6)   (39.2)
% of net sales   5.7%  8.0%        
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The decrease in net sales was primarily due to the decline in the residential new construction and residential service and
replacement markets resulting from the weakness of the U.S. economy. The sales decrease was primarily due to a volume decline
of approximately 11% as both price and sales mix were relatively flat. The year-over-year rate of decline for replacements
slowed as compared to the first quarter of 2009. The unfavorable impact of changes in foreign currency exchange rates decreased
net sales by approximately 3%.

Changes in net sales unfavorably impacted segment profit by approximately $8 million. The lower sales volumes were
partially offset by SG&A cost reductions, including headcount savings of about $2 million.

Refrigeration

The following table details our Refrigeration segment’s net sales and profit for the second quarters of 2009 and 2008
(dollars in millions):
                 
  Second Quarter        
  2009   2008   Difference   % Change  
Net sales  $ 122.1  $ 169.1  $ (47.0)   (27.8)%
Profit   9.6   17.5   (7.9)   (45.1)
% of net sales   7.9%  10.3%        

Net sales decreased due to lower sales volumes of 22% and the unfavorable impact of changes in foreign currency exchange
rates of almost 9%. Net sales were down significantly in all international markets except China. Pricing gains of approximately
3% partially offset these negative impacts.

Changes in net sales unfavorably impacted segment profit by $9 million. In addition, product costs of around $3 million,
including under-absorbed manufacturing costs, also adversely impacted segment profit. The lower sales volumes were partially
offset by SG&A cost reductions, including headcount savings of approximately $3 million.

Corporate and Other

Corporate and other expenses increased to $14.7 million in the second quarter of 2009, up from $8.7 million during the
same period in 2008. Comparisons to the prior year were affected by a favorable adjustment for foreign currency exchange rates
of approximately $5 million that was recorded in the second quarter of 2008. Also contributing to the increase in the second
quarter of 2009 were higher severance charges.

Year-to-Date Through June 30, 2009 Compared to Year-to-Date Through June 30, 2008 — Consolidated Results

Net Sales

Net sales decreased 22.0% for the first half of 2009 as compared to the same period in 2008. The decrease in net sales was
due to unfavorable impacts of sales volumes of over 21% across all segments and was primarily driven by declines in the overall
markets we serve. The declines in unit volumes were partially offset by pricing gains of 2% and positive sales mix of 2%.
Changes in foreign currency exchange rates adversely impacted revenues by almost 5%.

Gross Profit

Gross profit margins remained constant at 26.7% in the first half of 2009 despite lower volumes from the first half of 2008.
Pricing gains increased gross profit margins by approximately 150 basis points. Gross profit margins were also positively
impacted by nearly 35 basis points for the net incremental effect of warranty adjustments. The changes in foreign currency
exchange rates also had an approximate 20 basis point positive impact on our gross profit margins. Product costs, including
under-absorbed manufacturing costs, decreased gross profit margins by approximately 150 basis points.
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Selling, General and Administrative Expenses

SG&A expenses for the first half decreased by over $48.3 million in 2009 as compared to the same period in 2008. As a
percentage of total net sales, SG&A expenses were 23.5% for 2009 and 21.0% for 2008 primarily due to the decline in sales
volumes. Selling and administrative expenses decreased generally due to cost reductions, including headcount savings, totaling
approximately $31 million, and the impact of foreign exchange rates of almost $17 million. Research and development expenses
remained constant as we continued to invest in future product offerings.

Gains and Other Expenses, Net

Gains and other expenses, net for the first half of 2009 and 2008 included the following (in millions):
         
  Six Months Ended June 30,  
  2009   2008  
Realized losses (gains) on settled futures contracts  $ 3.3  $ (1.0)
Unrealized (gains) losses on unsettled futures contracts not designated as cash flow hedges   (5.2)   (2.3)
Foreign currency exchange losses (gains)   1.3   (4.8)
Other items, net   0.5   0.2 
  

 
  

 
 

Gains and other expenses, net  $ (0.1)  $ (7.9)
  

 

  

 

 

The change in gains and losses on futures contracts was primarily due to decreases in commodity prices relative to the
futures contract prices during 2009 as compared to 2008 for the contracts that settled during the period. Conversely, the change
in unrealized (gains) losses related to unsettled futures contracts not designated as cash flow hedges was primarily due to higher
commodity prices relative to the futures contract prices for those contracts. For more information, see Note 5 in the Notes to the
Consolidated Financial Statements. The change in foreign currency losses (gains) was primarily due to a favorable catch-up
adjustment of $5.0 million related to foreign currency fluctuations on intercompany loans recorded in 2008. Additionally, we
incurred foreign exchange transaction losses on intercompany transactions as the dollar weakened against certain foreign
currencies.

Restructuring Charges

In the first two quarters of 2009 and 2008, we incurred restructuring charges consisting of:
         
  Six Months Ended June 30,  
  2009   2008  
Manufacturing rationalizations  $ 8.9  $ 9.6 
Reorganization of distribution network   0.3   — 
Reorganizations of corporate and business unit selling and administrative functions   6.7   0.9 
  

 
  

 
 

Total  $ 15.9  $ 10.5 
  

 

  

 

 

For further detail regarding restructuring reserves and individual restructuring actions, see Note 12 in the Notes to our
Consolidated Financial Statements.

Manufacturing Rationalizations

The restructuring charges incurred in the first half of 2009 primarily related to the consolidation of Residential Heating &
Cooling manufacturing operations from Blackville, South Carolina into our operations in Orangeburg, South Carolina and
Saltillo, Mexico. These restructuring charges related to manufacturing rationalizations included $2.8 million of severance and
related charges, $2.7 million of asset write-offs and accelerated depreciation, $1.0 million of equipment move charges and
$2.4 million of other costs. The other costs were primarily related to the return of previously received government economic
development credits, facilities clean-up and demolition costs, and manufacturing overhead costs in significantly under-utilized
facilities as production activities wind down and transition to the new facility.
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Reorganization of North American Distribution Network

In the first two quarters of 2009, we incurred $0.3 million of equipment move costs related to the transition of activities
currently performed at our North American Parts Center in Des Moines, Iowa to other locations, including our North American
Distribution Center in Marshalltown, Iowa.

Reorganizations of Corporate and Business Unit Selling and Administrative Functions

The restructuring charges incurred in the first half of 2009 related to the reorganization of selling and administrative
functions included $5.5 million of severance and related charges, $0.7 million of lease termination costs, $0.1 million of asset
write-offs and accelerated depreciation and $0.4 million of other costs.

Cash Used in Restructuring Activities

Total cash paid for restructuring activities during the first half of 2009 was $13.3 million, a decrease of $3.1 million from
the same period in 2008. A significant portion of this amount related to an increase in restructuring activities related to selling
and administrative functions and was primarily composed of severance payments related to our various restructuring projects.
We use operating cash as the funding source for restructuring activities.

Income from Equity Method Investments

Investments over which we do not exercise control but have significant influence are accounted for using the equity method
of accounting. Income from equity method investments decreased to $3.2 million in the first half of 2009 compared to
$6.0 million during the same period in 2008 primarily due to the weaker performance of our U.S. joint venture in compressor
manufacturing, which experienced reduced sales as a result of a reduction in our volume of purchases.

Interest Expense, net

Interest expense, net decreased to $3.6 million during the first half of 2009 from $6.5 million during the same period in
2008. The decrease in interest expense was primarily attributable to a decrease in the average interest rate paid on variable rate
debt and average amounts borrowed in 2009 as compared to the same period in 2008.

Income Taxes

The income tax provision was $10.9 million in the first half of 2009 compared to $37.0 million during the same period in
2008. The effective tax rate was 38.1% for the first half of 2009 as compared to 38.9% for the same period in 2008. Our effective
rates differ from the statutory federal rate of 35% for certain items, such as state and local taxes, non-deductible expenses,
foreign operating losses for which no tax benefits have been recognized and foreign taxes at rates other than 35%.

Discontinued Operations

Near the end of 2008, we announced plans to sell seven unprofitable service centers. As a result, we have reclassified losses
related to these service centers in the first half of 2009 of $0.4 million to discontinued operations. This compares with losses
from these discontinued operations incurred in the first half of 2008 of $1.1 million. Also included in the loss from discontinued
operations were gains realized upon the sale of the service centers of $1.0 million. The loss from discontinued operations also
includes a provision of $6.2 million for an unfavorable judgment in litigation related to the sale of a service center in 2004 that
was included in discontinued operations.

Year-to-Date Through June 30, 2009 Compared to Year-to-Date Through June 30, 2008 — Results by Segment

Residential Heating & Cooling

The following table details our Residential Heating & Cooling segment’s net sales and profit for the first half of 2009 and
2008 (dollars in millions):
                 
  Six Months Ended        
  June 30,        
  2009   2008   Difference   % Change  
Net sales  $ 625.6  $ 779.9  $ (154.3)   (19.8)%
Profit   34.5   63.2   (28.7)   (45.4)
% of net sales   5.5%  8.1%        

 

33



Table of Contents

The decrease in net sales was due to continuing weakness in the U.S. residential new construction market and softer
replacement business as consumers remain cautious in the current economic environment. Unit volumes were lower across the
industry. While net sales continued to decline from a year ago, the rate of decline decreased from the first quarter of 2009.
Product mix continued to shift towards our premium products, driven in part by government incentives to consumers for energy
efficient products. Volumes decreased net sales by nearly 23% in 2009 as compared to 2008. The unfavorable impact of changes
in foreign currency exchange rates also decreased net sales by just under 2%. The decreases related to net sales were partially
offset by pricing gains of almost 3% related to increases that were enacted in the later quarters of 2008 and positive sales mix of
2%.

Changes in net sales unfavorably impacted segment profit by $22 million. In addition, product costs of $11 million,
including under-absorbed manufacturing costs also adversely impacted segment profit. Offsetting these unfavorable impacts to
segment profit was a net incremental favorable warranty adjustment of $4 million and SG&A cost reductions, including
headcount savings, of $11 million.

Commercial Heating & Cooling

The following table details our Commercial Heating & Cooling segment’s net sales and profit for the first half of 2009 and
2008 (dollars in millions):
                 
  Six Months Ended        
  June 30,        
  2009   2008   Difference   % Change  
Net sales  $ 294.2  $ 394.7  $ (100.5)   (25.5)%
Profit   21.3   32.9   (11.6)   (35.3)
% of net sales   7.2%  8.3%        

Our Commercial Heating & Cooling business experienced lower sales volumes of 26%, primarily due to weak new
construction in North America and overall weakness in European business. The unfavorable impact of changes in foreign
currency exchange rates on net sales was approximately 5%. As an offset to these negative impacts to sales, we experienced
pricing gains of about 1% from increases that were enacted during the later quarters of 2008 and positive sales mix of 4%.

Changes in net sales unfavorably impacted segment profit by $18 million. In addition, product costs of $3 million, including
under-absorbed fixed manufacturing costs, also contributed to the decrease in segment profit. Offsetting these unfavorable
impacts were SG&A cost reductions, including headcount savings, of $10 million and a favorable warranty adjustment of
$2 million.

Service Experts

The following table details our Service Experts segment’s net sales and profit for the first half of 2009 and 2008 (dollars in
millions):
                 
  Six Months Ended        
  June 30,        
  2009   2008   Difference   % Change  
Net sales  $ 262.9  $ 317.1  $ (54.2)   (17.1)%
Profit   0.7   7.4   (6.7)   (90.5)
% of net sales   0.3%  2.3%        

The decrease in net sales was primarily due to the decline in the residential new construction and residential service and
replacement end markets resulting from the weakness of the U.S. economy. The sales decrease was primarily due to sales
volumes of 14% as both price and sales mix were relatively flat. The unfavorable impact of changes in foreign currency
exchange rates decreased net sales by 3%.

Changes in net sales unfavorably impacted segment profit by $16 million. The lower sales volumes were partially offset by
SG&A cost reductions, including headcount savings, of $7 million.
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Refrigeration

The following table details our Refrigeration segment’s net sales and profit for the first half of 2009 and 2008 (dollars in
millions):
                 
  Six Months Ended        
  June 30,        
  2009   2008   Difference   % Change  
Net sales  $ 235.8  $ 323.8  $ (88.0)   (27.2)%
Profit   16.1   32.2   (16.1)   (50.0)
% of net sales   6.8%  9.9%        

Net sales decreased due to lower sales volumes of almost 20% and the unfavorable impact of changes in foreign currency
exchange rates of about 11%. Pricing gains of approximately 3% partially offset these negative impacts.

Changes in net sales unfavorably impacted segment profit by $16 million. In addition, product costs of $5 million, including
under-absorbed manufacturing costs, also adversely impacted segment profit. The lower sales volumes were partially offset by
SG&A cost reductions, including headcount savings, of $6 million.

Corporate and Other

Corporate and other expenses increased to $28.6 million in the first half of 2009, up from $20.9 million during the same
period in 2008. Comparisons to the prior year were affected by a favorable adjustment for foreign currency exchange rates of
approximately $5 million that was recorded in the second quarter of 2008.

Liquidity and Capital Resources

Our working capital and capital expenditure requirements are generally met through internally generated funds, our
domestic revolving credit facility and our revolving period asset securitization arrangement. Working capital needs are generally
greater in the first and second quarters due to the seasonal nature of our business cycle.

Statement of Cash Flows

The following table summarizes our cash activity for the six months ended June 30, 2009 and 2008 (in millions):
         
  2009   2008  
Net cash provided by operating activities  $ 82.7  $ 23.6 
Net cash used in investing activities   (20.6)   (29.2)
Net cash used in financing activities   (117.1)   (46.1)

Net Cash Provided by Operating Activities

The cash generation experienced during the first two quarters of 2009 in operating activities was primarily due to working
capital improvements. The cash flow impact of changes in accounts receivable improved by $53.1 million from a year ago as we
continue to aggressively pursue cash collections from customers, and from a lower accounts receivable base due to lower
revenues. The cash flow impact from changes in inventory improved $64.7 million due to the continued focus on our investment
in inventory and also due to lower production volumes. These favorable operating cash flow impacts were partially offset by
changes in accounts payable of $59.7 million due to lower inventory purchases than a year ago.

There were several other events that significantly impacted our cash flows from operations during the first two quarters of
2009. During the first two quarters of 2009, we received cash of $37.4 million from collateral previously posted related to
commodity hedge derivative losses that we incurred in the last half of 2008. No similar transaction occurred in the prior year
period. We also increased the pace of our restructuring activities and the cash used related to these activities increased by
$8.6 million.

 

35



Table of Contents

Net Cash Used in Investing Activities

Capital expenditures in the first two quarters of 2009 were $21.6 million, which was relatively flat as compared with capital
expenditures of $22.5 million incurred in the first two quarters of 2008. Capital expenditures for the first two quarters of 2009
were principally driven by:

 •  Purchases of production equipment in our Residential Heating & Cooling and Commercial Heating & Cooling
segments,

 •  Purchases of systems and software to support our regional distribution center initiative as well as the overall
enterprise,

 •  Expenditures for plant consolidations, and

 •  Spending for our Saltillo, Mexico facility.

Net cash used in investing activities for the first two quarters of 2009 included net purchases of $0.2 million for net short-
term investments compared to $7.1 million in the same period of 2008.

Net Cash Used in Financing Activities

Due to our strong working capital position, we repaid on a net basis, $101.0 million of debt during the first two quarters of
2009. This compares to a net borrowing in the first two quarters of 2008 of $261.8 million which was primarily used to
repurchase $307.0 million of our common stock. Also, both the proceeds from the exercise of stock options and the related tax
benefits declined, in total $21.6 million due to lower volumes of stock option exercises and as the result of lower common stock
price. We paid a total of $15.5 million in dividends on our common stock in the first two quarters of 2009 as compared to
$24.6 million in the same period of 2008. The primary reasons for the decrease in cash dividends paid is the reduction in
outstanding shares due to the repurchase of common stock under our share repurchase program as well as the deferral of payment
of the second quarter 2009 dividend until the third quarter of 2009 to even out the dividend payments throughout the calendar
year.

Debt Position and Financial Leverage

Our debt-to-total capital ratio decreased to 39% as of June 30, 2009 from 48% as of December 31, 2008 due to lower
outstanding debt and increased equity.

The following tables summarize our outstanding debt obligations and the classification in the accompanying Consolidated
Balance Sheets as of June 30, 2009 and December 31, 2008 (in millions):
                 
Description of Obligation  Short-Term   Current   Long-Term     
As of June 30, 2009  Debt   Maturities   Maturities   Total  
Domestic promissory notes (1)  $ —  $ 35.0  $ —  $ 35.0 
Domestic revolving credit facility   —   —   259.0   259.0 
Capital lease obligations   —   0.1   17.6   17.7 
Foreign obligations   7.5   0.2   0.3   8.0 
  

 
  

 
  

 
  

 
 

Total Debt  $ 7.5  $ 35.3  $ 276.9  $ 319.7 
  

 

  

 

  

 

  

 

 

                 
Description of Obligation  Short-Term   Current   Long-Term     
As of December 31, 2008  Debt   Maturities   Maturities   Total  
Domestic promissory notes (1)  $ —  $ —  $ 35.0  $ 35.0 
Domestic revolving credit facility   —   —   359.8   359.8 
Capital lease obligations   —   0.3   18.6   18.9 
Foreign obligations   6.1   0.3   0.3   6.7 
  

 
  

 
  

 
  

 
 

Total Debt  $ 6.1  $ 0.6  $ 413.7  $ 420.4 
  

 

  

 

  

 

  

 

 

   

(1)  Domestic promissory notes bear interest at 8.00% and mature in 2010.
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As of June 30, 2009, we had outstanding borrowings of $259.0 million and $107.3 million was committed to standby letters
of credit under the $650.0 million domestic revolving credit facility. All of the remaining $283.7 million was available for future
borrowing. The facility matures in October 2012.

The domestic revolving credit facility includes a subfacility for swingline loans of up to $50 million and provides for the
issuance of letters of credit for the full amount of the domestic revolving credit facility. Our weighted average borrowing rate on
the domestic revolving credit facility was 1.14% and 2.26% as of June 30, 2009 and December 31, 2008, respectively.

The Third Amendment and Restated Revolving Credit Facility Agreement (the “Credit Agreement”) contains financial
covenants relating to leverage and interest coverage. Other covenants contained in the Credit Agreement restrict, among other
things, mergers, asset dispositions, guarantees, debt, liens, acquisitions, investments, affiliate transactions and our ability to make
restricted payments. The financial covenants require us to maintain defined levels of Consolidated Indebtedness to Adjusted
EBITDA Ratio and a Cash Flow (defined as EBITDA minus capital expenditures) to Net Interest Expense Ratio. The required
ratios as of June 30, 2009 are detailed below:
     
Consolidated Indebtedness to Adjusted EBITDA Ratio no greater than   3.5 : 1.0 
 
Cash Flow to Net Interest Expense Ratio no less than   3.0 : 1.0 

The Credit Agreement contains customary events of default. These events of default include nonpayment of principal or
interest, breach of covenants or other restrictions or requirements, default on any other indebtedness or receivables
securitizations (cross default), or bankruptcy. A cross default could occur if:

 •  we fail to pay any principal or interest when due on any other indebtedness or receivables securitization of at least
$40 million; or

 •  we are in default on any other indebtedness or receivables securitization in an aggregate principal amount of at
least $40 million; and

 •  such default gives the holders the right to declare such indebtedness due and payable prior to its stated maturity.

If a cross default was to occur it could have a wider impact on our liquidity than might otherwise occur from a default of a
single debt instrument or lease commitment.

If any event of default occurs and is continuing, lenders with a majority of the aggregate commitments may require the
administrative agent to terminate our right to borrow under the Credit Agreement and accelerate amounts due under the Credit
Agreement (except for a bankruptcy event of default, in which case, such amounts will automatically become due and payable
and the lenders’ commitments will automatically terminate).

The domestic promissory notes contain the same financial covenant restrictions as the Credit Agreement listed above. As of
June 30, 2009, we were in compliance with all covenant requirements. Our domestic revolving credit facility and promissory
notes are guaranteed by our material subsidiaries.

We have additional borrowing capacity through several foreign facilities governed by agreements between us and various
banks. These borrowings are used primarily to finance seasonal borrowing needs of our foreign subsidiaries. Available capacity
at June 30, 2009 and December 31, 2008 on foreign facilities were $26.7 million and $26.0 million, respectively.

Under our revolving period asset securitization arrangement (“ASA”), we are eligible to transfer beneficial interests in a
portion of our trade accounts receivable to third parties in exchange for cash. Our continued involvement in the transferred assets
is limited to servicing. These transfers are accounted for as sales rather than secured borrowings. The fair values assigned to the
retained and transferred interests are based primarily on the receivables’ carrying value given the short term to maturity and low
credit risk. The ASA provides for a maximum securitization amount of $125 million or 100% of the net pool balance as defined
by the ASA. However, eligibility for securitization is limited based on the amount and quality of the accounts receivable and is
calculated monthly. Subsequent to December 31, 2008, the amount eligible for securitization declined primarily due to lower
sales and increased cash collections. The credit quality of those accounts receivable was not materially different from that at
December 31, 2008. The beneficial interest sold cannot exceed the maximum amount even if our qualifying accounts receivable
is greater than the maximum amount at any point in time. The eligible amounts available were as follows (in millions):
         
  As of   As of  
  June 30,   December 31, 
  2009   2008  
Eligible amount available under the ASA on qualified accounts receivable  $ 115.6  $ 91.0 
Beneficial interest sold   (30.0)   (30.0)
  

 
  

 
 

Remaining amount available  $ 85.6  $ 61.0 
  

 

  

 

 

As of June 30, 2009 and December 31, 2008, $17.4 million and $7.1 million, respectively of cash and cash equivalents were
restricted primarily due to routine lockbox collections and letters of credit issued with respect to the operations of our captive
insurance subsidiary, which expire on December 31, 2009, and will be renewed upon expiration. These letters of credit can be
transferred to our revolving lines of credit as needed.
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We periodically review our capital structure, including our domestic revolving credit facility, to ensure that it has adequate
liquidity. We believe that cash flows from operations, as well as available borrowings under our revolving credit facility and
other existing sources of funding, will be sufficient to fund our operations for the foreseeable future and share repurchases during
the term of the 2008 Share Repurchase Plan.

As a result of the declines in the securities markets as a whole, which primarily occurred in 2008, the fair value of pension
plan assets has also declined. A continued decline in fair value of our pension plan assets could result in increased pension
contributions.

Off-Balance Sheet Arrangements

In addition to the revolving and term loans described above, we utilize the following financing arrangements in the course
of funding our operations:

 •  Transfers of accounts receivable under the ASA are accounted for as sales rather than secured borrowings and are
reported as a reduction of Accounts and Notes Receivable, Net in the Consolidated Balance Sheets. As of
June 30, 2009 and December 31, 2008, we sold $30.0 million in beneficial interests to third parties.

 •  We also lease real estate and machinery and equipment pursuant to leases that, in accordance with generally
accepted accounting principles, are not capitalized on the balance sheet, including high-turnover equipment such
as autos and service vehicles and short-lived equipment such as personal computers.

Commitments, Contingencies and Guarantees

We are subject to contingencies that arise in the normal course of business, including product warranties and other product
related contingencies, pending litigation, environmental matters and other guarantees or claims.

We use a combination of third-party insurance and self-insurance plans (large deductible or captive) to provide protection
against claims relating to contingencies such as workers’ compensation, general liability, product liability, property damage,
aviation liability, directors’ and officers’ liability, auto liability, physical damage and other exposures. Of these exposures, we use
self-insurance plans for workers’ compensation/employers’ liability, general liability, product liability, and auto liability. During
the second quarter of 2009, these policies were written through a third-party insurance provider, which was then reinsured by our
captive insurance subsidiary. Currently these policies are fronted by a commercial insurance company and we then pay the
premium directly into our captive insurance company. We believe that the liability limits retained by the captive are customary
for a company of our size and in our industry and are appropriate for our business.

In addition, we use third-party insurance plans for property damage, aviation liability, directors’ and officers’ liability, and
other exposures. Each of these policies includes per occurrence limits. However, we also carry umbrella or excess liability
insurance for all third-party and self-insurance plans, except for directors’ and officers’ liability. We believe the limit within our
excess policy is adequate for companies of our size in our industry.

The self-insurance expense and liabilities are actuarially determined based on our historical claims information, as well as
industry factors and trends and because we have a captive insurance company, we are required to maintain specified levels of
liquid assets from which we must pay claims. The majority of our self-insured risks (excluding auto liability and physical
damage) will be paid over an extended period of time. The self-insurance liabilities recorded in Accrued Expenses in the
accompanying Consolidated Balance Sheets were $66.7 million at June 30, 2009 and $63.3 million as of December 31, 2008.

The estimate of our liability for future warranty costs requires us to make significant assumptions about the amount, timing
and nature of the costs we will incur in the future. We review the assumptions used to determine the liability periodically and we
adjust our assumptions based upon factors such as actual failure rates and cost experience. Numerous factors could affect actual
failure rates and cost experience, including the amount and timing of new product introductions, changes in manufacturing
techniques or locations, components or suppliers used. In recent years, changes in the warranty liability as the result of the
issuance of new warranties and the payments made have remained relatively stable. Should actual warranty costs differ from our
estimates, we may be required to record adjustments to accruals and expense in the future. At the end of each accounting period,
we evaluate our warranty liabilities and during the second quarter of each year, we perform a complete reevaluation of our
warranty liabilities. As a result of our annual evaluation, we have recorded a reduction to the warranty liability that is the
principal amount contained within changes in estimates associated with pre-existing liabilities of $12.6 million. The reduction to
our warranty liabilities was principally caused by lower than expected failure rates, reductions to future cost estimates, and new
experience data.
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We incur the risk of liability claims for the installation and service of heating and air conditioning products and we maintain
liabilities for those claims that we self-insure. We are involved in various claims and lawsuits related to our products. Our
product liability insurance policies have limits that, if exceeded, may result in substantial costs that could have an adverse effect
on our results of operations. In addition, warranty claims are not covered by our product liability insurance and certain product
liability claims may also not be covered by our product liability insurance. There have been no material changes in the
circumstances since our latest fiscal year-end.

We also may incur costs related to our products that may not be covered under our warranties and are not covered by
insurance, and we may, from time to time, repair or replace installed products experiencing quality issues in order to satisfy our
customers and to protect our brand. These product quality issues may be caused by vendor-supplied components that fail to meet
required specifications. We have identified a product quality issue in a heating and cooling product line produced during a
limited time period that we believe results from a vendor-supplied component that failed to meet required specifications. We
have recorded a liability of $4.2 million for the portion of the issue that is probable and can be reliably estimated based upon the
current data available. We are working to determine the scope and nature of the issue. Any additional liability resulting from the
product quality issue and any related recovery from the vendor cannot be reasonably estimated at this time.

We estimate the costs to settle pending litigation based on experience involving similar claims and specific facts known. We
do not believe that any current or pending or threatened litigation will have a material adverse effect on our financial position.
Litigation and arbitration, however, involve uncertainties and it is possible that the eventual outcome of litigation could adversely
affect our results of operations for a particular period.

Applicable environmental laws can potentially impose obligations to remediate hazardous substances at our properties, at
properties formerly owned or operated by us and at facilities to which we have sent or send waste for treatment or disposal. We
are aware of contamination at some facilities; however, we do not presently believe that any future remediation costs at such
facilities will be material to our results of operations. There have been no material changes to the reserve balances since our
latest fiscal year-end.

On June 22, 2006, we entered into an agreement with a financial institution to lease our corporate headquarters in
Richardson, Texas for a term of seven years (the “Lake Park Lease”). The leased property consists of an office building of
approximately 192,000 square feet, land and related improvements. Our obligations under the Lake Park Lease are secured by a
pledge of our interest in the leased property and are also guaranteed by us and certain of our subsidiaries. The Lake Park Lease,
as amended, contains restrictive covenants that are consistent with those of our domestic revolving credit facility. We are in
compliance with these financial covenants as of June 30, 2009.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Commodity Price Risk

We enter into commodity futures contracts to stabilize prices expected to be paid for raw materials and parts containing high
copper and aluminum content. These contracts are for quantities equal to or less than quantities expected to be consumed in
future production.

Fluctuations in metal commodity prices impact the value of the derivative instruments that we hold. When metal
commodity prices rise, the fair value of our futures contracts increases and conversely, when commodity prices fall, the fair value
of our futures contracts decreases. In the fourth quarter of 2008, metal prices fell significantly and as a result, we recorded
derivative losses, net of tax, of $1.8 million and $21.3 million in AOCL as of June 30, 2009 and December 31, 2008,
respectively. We believe that this decline in metal prices was an extraordinary event because of its size and its occurrence over a
relatively short timeframe.
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Information about our exposure to market risks related to metal commodity prices and a sensitivity analysis related to our
metal commodity hedges is presented below (in millions):
     
Notional amount (pounds)   17.8 
Carrying amount and fair value of liability  $ 3.7 
Change in fair value from 10% change in forward prices  $ 3.7 

Interest Rate Risk

Our results of operations can be affected by changes in interest rates due to variable rates of interest on our revolving credit
facilities, cash, cash equivalents and short-term investments. Based on our best estimates of projected cash flows and debt
activity, a 100 basis point change in interest rates would impact our results of operations by approximately $1.9 million annually.

In order to partially mitigate interest rate risk, we use a hedging strategy to eliminate the variability of cash flows in the
interest payments for the first $100 million of the total variable-rate debt outstanding under the Credit Agreement that is solely
due to changes in the benchmark interest rate. This strategy allows us to fix a portion of our interest payments while also taking
advantage of historically low interest rates.

On June 12, 2009, we entered into a $100 million pay-fixed, receive-variable interest swap with a large financial institution
at a fixed interest rate of 2.66%. The variable portion of the interest rate swap is tied to 1-Month LIBOR (the benchmark interest
rate). The interest rates under both the interest rate swap and the underlying debt are reset, the swap is settled with the
counterparty, and interest is paid, on a monthly basis. The interest rate swap expires October 12, 2012. We account for the
interest rate swap as a cash flow hedge.

Information about our exposure to interest rate risk and a sensitivity analysis related to our interest rate swap is presented
below (in millions):
     
Notional amount  $ 100.0 
Impact of a 100 basis point change in the benchmark interest rate:     

Carrying amount and fair value of asset  $ 1.3 
Interest expense  $ 1.0 

Foreign Currency Exchange Rate Risk

Our results of operations can be affected by changes in exchange rates. Net sales and expenses in foreign currencies are
translated into U.S. dollars for financial reporting purposes based on the average exchange rate for the period. Net sales from
outside the United States represented 25.2% and 28.9% of total net sales for the quarters ended June 30, 2009 and 2008,
respectively. Historically, foreign currency translation gains (losses) have not had a material effect on our overall operations. As
of June 30, 2009, the impact to segment (loss) profit of a 10% change in foreign currency exchange rates is estimated to be
approximately $0.6 million on an annual basis.
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Item 4. Controls and Procedures.

Disclosure Controls and Procedures

As required by Rule 13a-15 under the Securities Exchange Act of 1934 (Exchange Act), we carried out an evaluation, under
the supervision and with the participation of our current management, including our Chief Executive Officer and Interim Chief
Financial Officer (our principal executive officer and principal financial officer, respectively), of the effectiveness of our
disclosure controls and procedures as of the end of the period covered by this report. There are inherent limitations to the
effectiveness of any system of disclosure controls and procedures, including the possibility of human error and circumvention or
overriding of the controls and procedures. Accordingly, even effective disclosure controls and procedures can only provide
reasonable assurance of achieving their control objectives. Based on that evaluation, the Chief Executive Officer and Interim
Chief Financial Officer have concluded that, as of June 30, 2009, our disclosure controls and procedures were effective to
provide reasonable assurance that information required to be disclosed by us in the reports we file or submit to the Exchange Act
is recorded, processed, summarized and reported to be disclosed within the time periods specified in the applicable rules and
forms, and that it is accumulated and communicated to management, including our Chief Executive Officer and Interim Chief
Financial Officer to allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

During the quarter ended June 30, 2009, there were no changes in our internal control over financial reporting that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II — OTHER INFORMATION

Item 1. Legal Proceedings.

There have been no significant changes concerning our legal proceedings since December 31, 2008. See Note 7 in the Notes
to the Consolidated Financial Statements set forth in Part I, Item 1, of this Quarterly Report on Form 10-Q for additional
discussion regarding legal proceedings.

Item 1A. Risk Factors.

This Quarterly Report on Form 10-Q 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, that are based on
information currently available to management as well as management’s assumptions and beliefs. All statements, other than
statements of historical fact, included in this Quarterly Report on Form 10-Q constitute forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995, including but not limited to statements identified by the words
“may,” “will,” “should,” “plan,” “predict,” “anticipate,” “believe,” “intend,” “estimate” and “expect” and similar expressions.
Examples of forward-looking statements in this Quarterly Report on Form 10-Q include, but are not limited to (1) projections of
revenues, cost of raw materials, income or loss, earnings or loss per share, capital expenditures, growth prospects, dividends, the
effect of currency translations, capital structure, and other financial items, (2) statements of our plans and objectives or estimates
or predictions of actions by customers, suppliers, competitors or regulating authorities, (3) statements of future economic
performance and (4) statements of assumptions, such as the prevailing weather conditions in our market areas, underlying other
statements and statements about us or our business.

Such statements reflect our current views with respect to future events, based on what we believe are reasonable
assumptions; however, such statements are subject to certain risks and uncertainties that may affect our performance and results
of operations, including, but not limited to:

 •  economic risks due to global general business, economic and market conditions, including the likely duration and
severity of the current disruption in financial markets and adverse economic conditions in the U.S. and other countries;

 •  our ability to obtain new debt or equity financing on acceptable terms or at all, or to access amounts currently available
under our domestic revolving credit facility or revolving period asset securitization agreement;

 •  the conditions of the U.S. construction industry;

 •  the effect of cooler than normal summers and warmer than normal winters on our sales;.

 •  the effects of price increases or significant supply interruptions on our results of operations;

 •  costs incurred as a result of warranty and product liability claims and the effect of such costs on our results of
operations;

 •  our ability to compete favorably in the highly competitive HVACR business;

 •  our ability to effect successful actions to reduce costs and expenses;

 •  our ability to successfully develop and market new products;

 •  our ability to successfully integrate and operate businesses that we may acquire;

 •  our ability to address the effect of any production interruptions or labor stoppages;

 •  our ability to successfully manage regulatory, tax and legal matters (including product liability, labor relations and
environmental matters);
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 •  risks from operating internationally, including risks associated with foreign currency fluctuations and changes in local
government regulation;

 •  the effect of any future determination that a significant impairment of the value of our goodwill intangible asset has
occurred on our results of operations; and

 •  the specific uncertainties discussed elsewhere in this Quarterly Report on Form 10-Q, the risk factors set forth in Part I,
“Item 1A. Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2008, and those set
forth in Part II, “Item 1A. Risk Factors” of this report, if any.

Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual
results may differ materially from those in the forward-looking statements. We disclaim any intention or obligation to update or
review any forward-looking statements or information, whether as a result of new information, future events or otherwise.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

On June 2, 2008, we announced that our Board of Directors approved a new share repurchase plan for $300 million,
pursuant to which we are authorized to repurchase shares of our common stock through open market purchases (the “2008 Share
Repurchase Plan”). The 2008 Share Repurchase Plan has no stated expiration date. In the second quarter of 2009, we
repurchased shares of our common stock as follows:
                 
              Approximate  
              Dollar  
              Value of Shares  
      Average       that  
      Price   Total Number of   may yet be  
      Paid per   Shares Purchased   Purchased  
  Total Number   Share   As Part of Publicly  Under the Plans or 
  of Shares   (including   Announced Plans   Programs  
Period  Purchased(1)   fees)   or Programs   (in millions)  
April 1 through April 30   2,228  $ 26.83   —  $ 285.3 
                 
May 1 through May 31   328  $ 32.33   —  $ 285.3 
                 
June 1 through June 30   1,012  $ 33.62   —  $ 285.3 
  

 
      

 
     

   3,568  $ 29.26   —     
  

 

      

 

     

   

(1)  Since there were no repurchases under the 2008 Share Repurchase Plan in the second quarter of 2009, this column reflects
the surrender to LII of 3,568 shares of common stock to satisfy tax-withholding obligations in connection with the vesting
of restricted stock and performance share units.

Item 4. Submission of Matters to a Vote of Security Holders.

Our 2009 Annual Meeting of Stockholders (“Annual Meeting”) was held on May 21, 2009. At the Annual Meeting, our
stockholders (i) elected four directors with terms expiring at our 2012 Annual Meeting of Stockholders and (ii) approved our
proposal to ratify the appointment of KPMG LLP as our independent registered public accounting firm for the 2009 fiscal year.
Stockholders representing 51,168,241 shares of our common stock were present, in person or represented by proxy, at the Annual
Meeting.
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The voting results at the Annual Meeting for the election of directors were as follows:
         
Directors  For   Withheld  
         
Linda G. Alvarado   49,007,786   2,160,455 
         
Steven R. Booth   50,731,276   436,965 
         
John E. Major   50,319,713   848,528 
         
Jeffrey D. Storey, M.D.   50,710,099   458,142 

Following the Annual Meeting, Todd M. Bluedorn, Janet K. Cooper, C.L. (Jerry) Henry, Terry D. Stinson, and Richard L.
Thompson, having terms expiring in 2010, and James J. Byrne, John W. Norris, III, Paul W. Schmidt, having terms expiring in
2011, continued in office.

The voting results at the Annual Meeting for the proposal to ratify the appointment of KPMG LLP as our independent
registered public accounting firm for the 2009 fiscal year were as follows:
     
  Shares  
     
For:   50,914,669 
     
Against:   233,700 
     
Abstain:   19,872 

Item 6. Exhibits.
      

 10.1 — Third Amended and Restated Credit Agreement, dated October 12, 2007 (including Exhibits and
Schedules), among LII, Bank of America, N.A., as administrative agent, swingline lender and issuing bank,
JPMorgan Chase Bank, N.A. and Wachovia Bank, National Association, as co-syndication agents, and the
Lenders party thereto (filed herewith).

      
 31.1 — Certification of the principal executive officer (filed herewith).
      
 31.2 — Certification of the principal financial officer (filed herewith).
      
 32.1 — Certification of the principal executive officer and the principal financial officer pursuant to 18 U.S.C.

Section 1350 (filed herewith).
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned thereunto duly authorized.
     
 LENNOX INTERNATIONAL INC.   
   
Date: July 30, 2009   
   
 /s/ Roy A. Rumbough, Jr.   
 Roy A. Rumbough, Jr.  

 Interim Chief Financial Officer
(on behalf of registrant and as principal financial officer)  
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EXHIBIT INDEX
      

 10.1 — Third Amended and Restated Credit Agreement, dated October 12, 2007 (including Exhibits and
Schedules), among LII, Bank of America, N.A., as administrative agent, swingline lender and issuing bank,
JPMorgan Chase Bank, N.A. and Wachovia Bank, National Association, as co-syndication agents, and the
Lenders party thereto (filed herewith).

      
 31.1 — Certification of the principal executive officer (filed herewith).
      
 31.2 — Certification of the principal financial officer (filed herewith).
      
 32.1 — Certification of the principal executive officer and the principal financial officer pursuant to 18 U.S.C.

Section 1350 (filed herewith).
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EXECUTION COPY

THIRD AMENDED AND RESTATED
REVOLVING CREDIT FACILITY AGREEMENT

Dated as of October 12, 2007

among

LENNOX INTERNATIONAL INC.,
as the Borrower,

THE LENDERS PARTY HERETO,

BANK OF AMERICA, N.A.,
as Administrative Agent, Swingline Lender,

and
an Issuing Bank,

JPMORGAN CHASE BANK, N.A.
and

WACHOVIA BANK, NATIONAL ASSOCIATION,
as Co-Syndication Agents,

THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.
and

WELLS FARGO BANK, N.A.,
as Co-Documentation Agents,

U.S. BANK NATIONAL ASSOCIATION
and

THE BANK OF NOVA SCOTIA,
as Co-Managing Agents,

and

BANC OF AMERICA SECURITIES LLC
and

J.P. MORGAN SECURITIES, INC.,
as Joint Lead Arrangers and Joint Book Managers
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THIRD AMENDED AND RESTATED REVOLVING CREDIT FACILITY
AGREEMENT

THIRD AMENDED AND RESTATED REVOLVING CREDIT FACILITY AGREEMENT (the “Agreement”) dated as of
October 12, 2007, and effective as of the Effective Date, among LENNOX INTERNATIONAL INC., a Delaware corporation
(the “Borrower”), the lenders listed in Schedule 2.01, BANK OF AMERICA, N.A. (“Bank of America”), as administrative
agent for the Lenders (in such capacity, the “Administrative Agent”), JPMORGAN CHASE BANK, N.A. and WACHOVIA
BANK, NATIONAL ASSOCIATION, as co-syndication agents (in such capacities, the “Syndication Agents”), THE BANK
OF TOKYO-MITSUBISHI UFJ, LTD. and WELLS FARGO BANK, N.A., as co-documentation agents (in such capacities,
the “Documentation Agents”), and U.S. BANK NATIONAL ASSOCIATION and THE BANK OF NOVA SCOTIA, as
managing agents (in such capacities, the “Managing Agents”).

Accordingly, the parties hereto agree as follows:

ARTICLE 1

DEFINITIONS

Section 1.01 Defined Terms. As used in this Agreement, the following terms shall have the meanings specified below:

“Act” has the meaning specified in Section 8.17.

“Adjusted EBITDA” means, for any period, EBITDA; provided that if, since the beginning of such period, the Borrower or
any of its Subsidiaries shall have (a) made a Material Acquisition (as defined below), or (b) made a Material Disposition (as
defined below), then Adjusted EBITDA shall be calculated giving pro forma effect thereto as if such Material Acquisition or
Material Disposition had occurred on the first day of such period (such pro forma effect to be determined (i) in accordance with
GAAP and (ii) without giving effect to any anticipated or proposed change in operations, revenues, expenses or other items
included in the computation of Adjusted EBITDA, except with the consent of the Administrative Agent). The term “Material
Acquisition” means any acquisition by the Borrower or any of its Subsidiaries of any Person (including by way of merger or
consolidation), all or substantially all the assets of any Person, or assets of any Person constituting all or substantially all of a
division, operating unit or line of business of such Person, in each case that involves the payment of consideration by the
Borrower and its Subsidiaries in excess of $25,000,000. The term “Material Disposition” means any sale, transfer or other
disposition of any Person, all or substantially all the assets of any Person, or assets of any Person constituting all or substantially
all of a division, operating unit or line of business of such Person, in each case that yields gross proceeds to the Borrower or any
of its Subsidiaries in excess of $25,000,000.

“Adjustment Date” shall have the meaning assigned to it in Section 2.06(d).

“Administrative Agent” shall have the meaning assigned to it in the preamble hereto.

 

 



 

“Administrative Agent’s Office” means the Administrative Agent’s address and, as appropriate, account as set forth on
Schedule 8.01, or such other address or account as the Administrative Agent may from time to time notify to the Borrower and
the Lenders.

“Administrative Questionnaire” means an administrative questionnaire in the form provided by the Administrative Agent.

“Affiliate” means, at any time, and with respect to any Person, any other Person that at such time directly or indirectly
through one or more intermediaries Controls, or is Controlled by, or is under common Control with, such first Person. As used in
this definition, “Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of a Person, whether through the ownership of voting securities, by contract or otherwise. Unless the
context otherwise clearly requires, any reference to an “Affiliate” is a reference to an Affiliate of the Borrower.

“Agent Parties” has the meaning specified in Section 8.01(c).

“Agents” means the Administrative Agent, the Syndication Agents, the Documentation Agents, and the Managing Agents.

“Agreement Currency” has the meaning specified in Section 8.18.

“Alternative Currency” means, with respect to a Letter of Credit, each of the Euro, the Australian Dollar, and each other
currency (other than Dollars) that is approved in accordance with Section 1.05.

“Alternative Currency Equivalent” means, at any time, with respect to any amount denominated in Dollars, the equivalent
amount thereof in the applicable Alternative Currency as determined by the Administrative Agent or the applicable Issuing Bank,
as the case may be, at such time on the basis of the Spot Rate (determined in respect of the most recent Revaluation Date) for the
purchase of such Alternative Currency with Dollars.

“Applicable Margin” shall have the meaning assigned in Section 2.06(d).

“Applicable Percentage” means with respect to any Revolving Lender at any time, the percentage (carried out to the ninth
decimal place) of the Total Commitments represented by such Revolving Lender’s Commitment at such time. If the commitment
of each Revolving Lender to make Loans and the obligation of Bank of America to make L/C Credit Extensions have been
terminated pursuant to Article 6 or if the Total Commitments have expired, then the Applicable Percentage of each Revolving
Lender shall be determined based on the Applicable Percentage of such Revolving Lender most recently in effect, giving effect
to any subsequent assignments. The initial Applicable Percentage of each Revolving Lender is set forth opposite the name of
such Revolving Lender on Schedule 2.01 or in the Assignment and Assumption pursuant to which such Revolving Lender
becomes a party hereto, as applicable.

“Applicable Time” means, with respect to any L/C Disbursements and payments in any Alternative Currency, the local time
in the place of settlement for such Alternative Currency as may be determined by the Administrative Agent or the applicable
Issuing Bank, as the case may be, to be necessary for timely settlement on the relevant date in accordance with normal banking
procedures in the place of payment.

 

2



 

“Approved Fund” means any Fund that is administered or managed by (a) a Lender, (b) an Affiliate of a Lender or (c) an
entity or an Affiliate of an entity that administers or manages a Lender.

“Assignee Group” means two or more Eligible Assignees that are Affiliates of one another or two or more Approved Funds
managed by the same investment advisor.

“Assignment and Assumption” means an Assignment and Assumption entered into by a Lender and an assignee (with the
consent of any party whose consent is required by Section 8.04), and accepted by the Administrative Agent, in the form of
Exhibit B or any other form approved by the Administrative Agent.

“Audited Financial Statements” means the audited consolidated balance sheet of the Borrower and its Subsidiaries for the
fiscal year ended December 31, 2006, and the related consolidated statements of income or operations, shareholders’ equity and
cash flows for such fiscal year of the Borrower and its Subsidiaries, including the notes thereto.

“Australian Dollars” and the symbol “A$” each mean the lawful currency of the Commonwealth of Australia.

“Available Currency” means Dollars or an Alternative Currency.

“Bank of America” shall have the meaning assigned it in the preamble hereto.

“Base Rate” means, for any day, a fluctuating rate per annum equal to the higher of (a) the Federal Funds Rate plus 1/2 of
1% and (b) the rate of interest in effect for such day as publicly announced from time to time by Bank of America as its “prime
rate.” The “prime rate” is a rate set by Bank of America based upon various factors, including Bank of America’s costs and
desired return, general economic conditions and other factors, and is used as a reference point for pricing some loans, which may
be priced at, above, or below such announced rate. Any change in such rate announced by Bank of America shall take effect at
the opening of business on the day specified in the public announcement of such change.

“Base Rate Loan” means a Loan that bears interest based on the Base Rate.

“Board” means the Board of Governors of the Federal Reserve System of the United States.

“Board of Directors” means the Board of Directors of the Borrower or any duly authorized committee thereof.

“Borrower” shall have the meaning given such term in the preamble hereto.

“Borrower Materials” shall have the meaning given such term in Section 5.18.
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“Borrowing” means a group of Loans of a single Type under one of the facilities provided hereunder made on a single date
and, with respect to Eurodollar Rate Loans, as to which a single Interest Period is in effect.

“Borrowing Request” means a request made pursuant to Section 2.02(c) or Section 2.03 in the form of Exhibit A.

“Business Day” means any day other than a Saturday, Sunday or other day on which commercial banks are authorized to
close under the laws of, or are in fact closed in, the state where the Administrative Agent’s Office is located and, if such day
relates to any Eurodollar Rate Loan, means any such day on which dealings in Dollar deposits are conducted by and between
banks in the London interbank Eurodollar market.

“Calculation Period” shall have the meaning assigned it in Section 2.06(d).

“Capital Lease” means, at any time, a lease with respect to which the lessee is required concurrently to recognize the
acquisition of an asset and the incurrence of a liability in accordance with GAAP.

“Cash Collateral” has the meaning specified in Section 2.19(g)(iii).

“Cash Collateralize” has the meaning specified in Section 2.19(g).

“Cash Equivalents” means:

(a) securities issued or directly and fully guaranteed or insured by the United States government or any agency or
instrumentality of the United States government, in each case maturing within one year of the date of acquisition;

(b) demand deposits, certificates of deposit and eurodollar time deposits, bankers’ acceptances with maturities not
exceeding one year and overnight bank deposits, in each case, with any Lender or with any domestic commercial bank having
capital and surplus in excess of $500,000,000;

(c) repurchase obligations with a term of not more than seven days for underlying securities of the types described in
clauses (a) and (b) above entered into with any financial institution meeting the qualifications specified in clause (b) above;

(d) commercial paper issued by any Person organized under the laws of any state of the United States of America and
having one of the two highest ratings obtainable from Moody’s or S&P, in each case, maturing within one year of the date of
acquisition;

(e) securities issued and fully guaranteed by any state, commonwealth or territory of the United States, or by any
political subdivision or agency or instrumentality thereof, rated at least “A” by Moody’s or S&P;

(f) auction rate securities rated “AAA” by S&P or Moody’s;
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(g) marketable debt securities traded in a recognized market in the United States of America that (i) have a readily
available daily price, (ii) may be sold promptly for a price that reasonably corresponds to their fair value and (iii) have an
investment grade rating by S&P or Moody’s;

(h) money market funds, mutual funds or other similar funds that invest exclusively in assets satisfying the
requirements of clauses (a) through (g) of this definition; and

(i) in the case of a Foreign Subsidiary, investments denominated in foreign currencies that are substantially similar to
the investments described in clauses (a) through (h) of this definition.

“Cash Flow” shall have the meaning assigned it in Section 5.15(a).

“Change in Law” means the occurrence, after the date of this Agreement, of any of the following: (a) the adoption or taking
effect of any law, rule, regulation or treaty, (b) any change in any law, rule, regulation or treaty or in the administration,
interpretation or application thereof by any Governmental Authority or (c) the making or issuance of any request, guideline or
directive (whether or not having the force of law) by any Governmental Authority.

“Change of Control” shall have the meaning assigned it in Section 2.10(c).

“Code” means the Internal Revenue Code of 1986, as amended from time to time, and the rules and regulations
promulgated thereunder from time to time.

“Commitment” means, with respect to each Revolving Lender, the commitment of such Lender to make Revolving Loans
and to acquire participations in Letters of Credit and Swingline Loans hereunder, expressed as an amount representing the
maximum aggregate amount of such Lender’s Revolving Exposure hereunder, as such commitment may be (a) reduced from
time to time pursuant to Section 2.09; (b) increased from time to time pursuant to Section 2.20; and (c) reduced or increased from
time to time pursuant to assignments by or to such Lender pursuant to Section 8.04. The initial amount of each Revolving
Lender’s Commitment is set forth on Schedule 2.01, or in the Assignment and Assumption pursuant to which such Lender shall
have assumed its Commitment, as applicable. The initial aggregate amount of the Revolving Lenders’ Commitments is
$650,000,000. The Commitment of each Lender shall automatically and permanently terminate on the Maturity Date if not
terminated earlier pursuant to the terms hereof.

“Compliance Certificate” means the certificate delivered pursuant to Section 5.18(g).

“Consolidated Assets” means the total assets of the Borrower and its Subsidiaries which would be shown as assets on a
consolidated balance sheet of the Borrower and its Subsidiaries prepared in accordance with GAAP, after eliminating all amounts
properly attributable to minority interests, if any, in the stock and surplus of Subsidiaries.

“Consolidated Indebtedness” means, as of any date of determination, all Indebtedness (other than Indebtedness under Swap
Agreements) and all Receivable Securitization Outstandings of the Borrower and its Subsidiaries outstanding on such date, after
eliminating all offsetting debits and credits between the Borrower and its Subsidiaries and all other items required to be
eliminated in the course of the preparation of consolidated financial statements of the Borrower and its Subsidiaries in
accordance with GAAP.
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“Consolidated Net Income” means, for any period, the net income (or net loss) of the Borrower and its Subsidiaries for such
period, determined in accordance with GAAP, excluding:

(a) the proceeds of any life insurance policy;

(b) any gain arising from (1) the sale or other disposition of any assets (other than current assets) to the extent that the
aggregate amount of gains exceeds the aggregate amount of losses from the sale, abandonment or other disposition of assets
(other than current assets), (2) any write-up of assets, or (3) the acquisition by the Borrower or any Subsidiary of its outstanding
securities constituting Indebtedness;

(c) any amount representing the interest of the Borrower or any Subsidiary in the undistributed earnings of any other
Person;

(d) any earnings of any other Person accrued prior to the date it becomes a Subsidiary or is merged into or
consolidated with the Borrower or a Subsidiary and any earnings, prior to the date of acquisition, of any other Person acquired in
any other manner;

(e) any deferred credit (or amortization of a deferred credit) arising from the acquisition of any Person;

(f) any non-recurring and non cash charges resulting from the application of GAAP that requires a charge against
earnings for the impairment of goodwill; and

(g) any non-recurring charges deducted in determining net income for such period which relate to the discontinuance
of Subsidiary operations other than the domestic heating (with the exception of the hearth products division) and cooling
manufacturing segment and the domestic refrigeration segment.

“Continue”, “Continuation”, and “Continued” shall refer to the continuation pursuant to Section 2.02(c) of a Eurodollar
Rate Borrowing as a Eurodollar Rate Borrowing from one Interest Period to the next Interest Period.

“Convert”, “Conversion”, and “Converted” shall refer to a conversion pursuant to Section 2.02(c) or Section 2.12 of one
Type of Borrowing into another Type of Borrowing.

“Debt to Adjusted EBITDA Ratio” means, as of the last day of any fiscal quarter of the Borrower, the ratio of Consolidated
Indebtedness outstanding as of such day to Adjusted EBITDA for the four (4) fiscal quarters of the Borrower then ended.

“Default” means any event or condition which upon notice, lapse of time or both would constitute an Event of Default.
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“Defaulting Lender” means any Lender that (a) has failed to fund any portion of the Loans, participations in Letters of
Credit or participations in Swingline Loans required to be funded by it hereunder within one Business Day of the date required to
be funded by it hereunder, (b) has otherwise failed to pay over to the Administrative Agent or any other Lender any other amount
required to be paid by it hereunder within one Business Day of the date when due, unless the subject of a good faith dispute, or
(c) has been deemed insolvent or become the subject of a bankruptcy or insolvency proceeding.

“Disqualified Stock” means any Equity Interest that, by its terms (or by the terms of any security to which it is convertible
or for which it is exchangeable) or upon the happening of any event, matures or is mandatorily redeemable for any consideration
other than Equity Interests (that would not constitute Disqualified Stock) pursuant to a sinking fund obligation or otherwise, at
the option of the holder thereof, in whole or in part, on or prior to the date that is one hundred eighty (180) days after the
Maturity Date.

“Distribution” means, in respect of any corporation, association or other business entity:

(a) dividends or other distributions or payments on capital stock or other Equity Interests of such corporation,
association or other business entity (except distributions in such stock or other Equity Interests); and

(b) the redemption or acquisition of such stock or other Equity Interests including any sinking fund or similar deposit,
on account of the purchase, redemption, retirement, acquisition, cancellation or termination of any Equity Interests (except when
solely in exchange for such stock or other Equity Interests) unless made, substantially contemporaneously, from the net proceeds
of a sale of such stock or other Equity Interests.

“Documentation Agents” has the meaning assigned to such term in the introductory paragraph of this Agreement.

“Dollar Equivalent” of any amount means, at the time of determination thereof: (a) if such amount is expressed in Dollars,
such amount, and (b) if such amount is expressed in an Alternative Currency or any other currency, the equivalent of such
amount in Dollars determined using the rate of exchange quoted by Bank of America in Dallas, Texas at 10:00 a.m. (Dallas,
Texas time) on the date of determination (or, if such date is not a Business Day, the last Business Day prior thereto) to prime
banks in New York for the spot purchase in the New York foreign exchange market of such amount of Dollars with such
Alternative Currency or other currency.

“Dollars” or “$” means lawful money of the United States of America.

“Domestic Subsidiary” means any Subsidiary that is not a Foreign Subsidiary.
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“EBITDA” means, for any period, the total of the following calculated for Borrower and the Subsidiaries without
duplication on a consolidated basis in accordance with GAAP consistently applied for such period: (a) Consolidated Net Income;
plus (b) any deduction for (or less any gain from) income or franchise taxes included in determining Consolidated Net Income;
plus (c) Interest Expenses deducted in determining Consolidated Net Income; plus (d) amortization and depreciation expense
deducted in determining Consolidated Net Income; plus (e) any non-recurring and non-cash charges resulting from application of
GAAP that requires a charge against earnings for the impairment of goodwill to the extent not already added back in determining
Consolidated Net Income; plus (f) any non-cash expenses that arose in connection with the grant of stock options to officers,
directors and employees of the Borrower and the Subsidiaries and were deducted in determining Consolidated Net Income;
minus (g) any cash payments made in such period related to a non-cash expense added to Consolidated Net Income in a previous
period pursuant to part (e) or part (f) hereof or pursuant to part (f) of the definition of Consolidated Net Income.

“Effective Date” shall have the meaning assigned to such term in Section 4.02.

“Eligible Assignee” means any Person that meets the requirements to be an assignee under Section 8.04(b)(iii), (v) and (vi)
(subject to such consents, if any, as may be required under Section 8.04(b)(iii).

“EMU Legislation” means the legislative measures of the European Council for the introduction of, changeover to or
operation of a single or unified European currency.

“Environmental Laws” means any and all Federal, state, local, and foreign statutes, laws, regulations, ordinances, rules,
judgments, orders, decrees, permits, concessions, grants, franchises, licenses, agreements or governmental restrictions relating to
pollution and the protection of the environment or the release of any materials into the environment, including but not limited to
those related to hazardous substances or wastes, air emissions, and discharges to waste or public systems.

“Equity Interests” means shares of capital stock, partnership interests, membership interests in a limited liability company,
beneficial interests in a trust or other equity interests in a Person or any warrants, options or other rights entitling the holder
thereof to purchase or acquire such interests.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended from time to time, and the rules and
regulations promulgated thereunder from time to time in effect.

“ERISA Affiliate” means any trade or business (whether or not incorporated) that is treated as a single employer together
with the Borrower under Section 414 of the Code.

“ERISA Event” means (a) a Reportable Event with respect to a Plan; (b) a withdrawal by the Borrower or any ERISA
Affiliate from a Plan subject to Section 4063 of ERISA during a plan year in which it was a substantial employer (as defined in
Section 4001(a)(2) of ERISA); (c) a complete or partial withdrawal by the Borrower or any ERISA Affiliate from a
Multiemployer Plan; (d) the filing of a notice of intent to terminate, the treatment of a plan amendment as a termination under
Section 4041 or 4041A of ERISA or the commencement of proceedings by the PBGC to terminate a Plan subject to Title IV of
ERISA; or (e) an event or condition which could reasonably be expected to constitute grounds under Section 4042 of ERISA for
the termination of, or the appointment of a trustee to administer, any Plan.
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“Euro” means the single currency of the Participating Member States of the European Union.

“Eurodollar Rate” means, for any Interest Period with respect to a Eurodollar Rate Loan, the rate per annum equal to the
British Bankers Association LIBOR Rate (“BBA LIBOR”), as published by Reuters (or other commercially available source
providing quotations of BBA LIBOR as designated by the Administrative Agent from time to time) at approximately 11:00 a.m.,
London time, two Business Days prior to the commencement of such Interest Period, for Dollar deposits (for delivery on the first
day of such Interest Period) with a term equivalent to such Interest Period. If such rate is not available at such time for any
reason, then the “Eurodollar Rate” for such Interest Period shall be the rate per annum determined by the Administrative Agent
to be the rate at which Dollar deposits for delivery on the first day of such Interest Period in Same Day Funds in the approximate
amount of the Eurodollar Rate Loan being made, continued or converted by Bank of America and with a term equivalent to such
Interest Period would be offered by Bank of America’s London Branch to major banks in the London interbank market at their
request at approximately 11:00 a.m. (London time) two Business Days prior to the commencement of such Interest Period.

“Eurodollar Rate Loan” means a Loan that bears interest at a rate based on the Eurodollar Rate (other than a Eurodollar
Daily Floating Rate Loan; provided that, for purposes of Section 2.12, the term Eurodollar Rate Loan shall include a Eurodollar
Daily Floating Rate Loan).

“Eurodollar Daily Floating Rate” means, for any day, the fluctuating rate of interest equal to the Eurodollar Rate (for a one
month Interest Period commencing on such day), as adjusted on a daily basis for as long as the Swingline Loan to which such
rate relates is outstanding and as adjusted from time to time in the Administrative Agent’s sole discretion for then-applicable
reserve requirements, deposits insurance assessment rates and other regulatory costs.

“Eurodollar Daily Floating Rate Loan” means a Swingline Loan bearing interest at the Eurodollar Daily Floating Rate.

“Event of Default” shall have the meaning assigned to such term in Article 6.

“Exchange Act” means the Securities Exchange Act of 1934, as amended.

“Excluded Foreign Subsidiary” means any Foreign Subsidiary in respect of which the guaranteeing of the Borrower’s
obligations under the Loan Documents, would, in the good faith judgment of the Borrower, result in adverse tax consequences to
the Borrower.

“Excluded Taxes” means, with respect to the Administrative Agent, any Lender, any Issuing Bank or any other recipient of
any payment to be made by or on account of any obligation of the Borrower hereunder, (a) taxes imposed on or measured by its
overall net income (however denominated), and franchise taxes imposed on it (in lieu of net income taxes), by the jurisdiction (or
any political subdivision thereof) under the laws of which such recipient is organized or in which its principal office is located or,
in the case of any Lender, in which its applicable Lending Office is located, (b) any branch profits taxes imposed by the United
States or any similar tax imposed by any other jurisdiction in which the Borrower is located and (c) in the case of a Foreign
Lender (other than an assignee pursuant to a request by the Borrower under Section 8.07), any withholding tax that is imposed on
amounts payable to such Foreign Lender at the time such Foreign Lender becomes a party hereto (or designates a new Lending
Office) or is attributable to such Foreign Lender’s failure or inability (other than as a result of a Change in Law) to comply with
Section 2.16(e), except to the extent that such Foreign Lender (or its assignor, if any) was entitled, at the time of designation of a
new Lending Office (or assignment), to receive additional amounts from the Borrower with respect to such withholding tax
pursuant to Section 2.16(a).

 

9



 

“Existing Credit Agreement” means that certain Second Amended and Restated Revolving Credit Facility Agreement dated
as of July 8, 2005, among the Borrower, Bank of America, N.A., as administrative agent, JPMorgan Chase Bank, N.A., as
syndication agent, Bank of America Securities LLC and J.P. Morgan Securities, Inc., as joint lead arrangers, and the lenders party
thereto, as amended.

“Existing Letters of Credit” means the letters of credit described on Schedule 1.01.

“Facility Fee” shall have the meaning assigned to such term in Section 2.04(a).

“Facility Fee Percentage” shall have the meaning assigned to it in Section 2.06(d).

“Fair Market Value” means, at any time and with respect to any property, the sale value of such property that would be
realized in an arm’s length sale at such time between an informed and willing buyer and an informed and willing seller (neither
being under a compulsion to buy or sell).

“Federal Funds Rate” means, for any day, the rate per annum equal to the weighted average of the rates on overnight
Federal funds transactions with members of the Federal Reserve System arranged by Federal funds brokers on such day, as
published by the Federal Reserve Bank of New York on the Business Day next succeeding such day; provided that (a) if such day
is not a Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on the next preceding Business
Day as so published on the next succeeding Business Day, and (b) if no such rate is so published on such next succeeding
Business Day, the Federal Funds Rate for such day shall be the average rate (rounded upward, if necessary, to a whole multiple
of 1/100 of 1%) charged to Bank of America on such day on such transactions as determined by the Administrative Agent.

“Fee Letter” means the letter agreement, dated August 10, 2007, among the Borrower, the Administrative Agent and Banc
of America Securities LLC.

“Fees” shall have the meaning assigned to it in Section 2.04(d).

“Foreign Lender” means any Lender that is organized under the laws of a jurisdiction other than that in which the Borrower
is resident for tax purposes. For purposes of this definition, the United States, each State thereof and the District of Columbia
shall be deemed to constitute a single jurisdiction.
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“Foreign Subsidiary” means any Subsidiary that is organized under the laws of a jurisdiction other than the United States of
America or any state thereof or the District of Columbia.

“Fund” means any Person (other than a natural person) that is (or will be) engaged in making, purchasing, holding or
otherwise investing in commercial loans and similar extensions of credit in the ordinary course of its business.

“GAAP” means generally accepted accounting principles as in effect from time to time in the United States of America.

“Governmental Authority” means:

(a) the government of

(i) the United States of America, any other nation or any political subdivision thereof, whether state, provincial or
local, or

(ii) any jurisdiction in which the Borrower or any Subsidiary conducts all or any part of its business, or which
asserts jurisdiction over any properties of the Borrower or any Subsidiary, and

(b) any agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative powers or functions of, or pertaining to, any such government.

“Guarantors” means Lennox Industries Inc., Allied Air Enterprises Inc., Service Experts Inc., Lennox Global Ltd., and any
Material Subsidiary which becomes a party to the Subsidiary Guaranty in accordance with Section 5.21, in each case to the
extent such Person has not been released from its obligations under the Subsidiary Guaranty pursuant to the terms of the Loan
Documents.

“Guaranty” or “Guarantee” means, with respect to any Person, any obligation (except the endorsement in the ordinary
course of business of negotiable instruments for deposit or collection) of such Person guaranteeing or in effect guaranteeing any
Indebtedness or other obligation of any other Person in any manner, whether directly or indirectly, including (without limitation)
obligations incurred through an agreement, contingent or otherwise, by such Person:

(a) to purchase such Indebtedness or obligation or any property constituting security therefor;

(b) to advance or supply funds (i) for the purchase or payment of such Indebtedness or obligation, or (ii) to maintain
any working capital or other balance sheet condition or any income statement condition of any other Person or otherwise to
advance or make available funds for the purchase or payment of such Indebtedness or obligation;
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(c) to lease properties or to purchase properties or services primarily for the purpose of assuring the owner of such
Indebtedness or obligation of the ability of any other Person to make payment of the Indebtedness or obligation; or

(d) otherwise to assure the owner of such Indebtedness or obligation against loss in respect thereof.

The amount of any Guaranty or Guarantee shall be deemed to be an amount equal to the stated or determinable amount of the
related primary obligation, or portion thereof, in respect of which such Guaranty or Guarantee is made or, if not stated or
determinable, the maximum reasonably anticipated liability in respect thereof as determined by the guaranteeing Person in good
faith. The term “Guaranty” or “Guarantee” as a verb has a corresponding meaning.

“Hazardous Substance” means any contaminant, pollutant or toxic or hazardous substance, and any substance that is defined
or listed as a hazardous, toxic or dangerous substance under any Environmental Law or that is otherwise regulated or prohibited
under any Environmental Law as a hazardous, toxic or dangerous substance.

“Increase Effective Date” has the meaning specified in Section 2.20(d).

“Indebtedness” with respect to any Person means, at any time, without duplication:

(a) its liabilities for borrowed money, its redemption obligations in respect of Disqualified Stock (provided that the
principal amount of any such Disqualified Stock will be deemed to be the greater of its voluntary or involuntary liquidation
preference plus accrued and unpaid dividends), and its obligations under bonds, notes, debentures and other similar instruments;

(b) its liabilities for the deferred purchase price of property acquired by such Person (excluding accounts payable
arising in the ordinary course of business but including all liabilities created or arising under any conditional sale or other title
retention agreement with respect to any such property);

(c) all liabilities appearing on its balance sheet in accordance with GAAP in respect of Capital Leases;

(d) all liabilities secured by any Lien with respect to any property owned by such Person (whether or not it has
assumed or otherwise become liable for such liabilities), the amount of such liabilities deemed to be the lesser of (i) the Fair
Market Value of such assets at the date of determination and (ii) the amount of the liabilities so secured;

(e) all its liabilities in respect of letters of credit or instruments serving a similar function issued or accepted for its
account by banks and other financial institutions (whether or not representing obligations for borrowed money, but excluding in
any event obligations in respect of (1) trade or commercial letters of credit issued for the account of such Person in the ordinary
course of its business and (2) stand-by letters of credit issued to support obligations of such Person that are not of a type
described in any of clauses (a), (b), (c), (d), (f), or (g) of this definition);
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(f) the net liabilities of such Person under any Swap Agreement; and

(g) any Guaranty of such Person with respect to liabilities of a type described in any of clauses (a) through (f) hereof.

Indebtedness of any Person shall include all obligations of such Person of the character described in clauses (a) through (g)
above to the extent such Person remains legally liable in respect thereof notwithstanding that any such obligation is deemed to be
extinguished under GAAP. For purposes of determining the amount of the Indebtedness arising under Swap Agreements, the
“principal amount” of the obligations of the Borrower or any Subsidiary in respect of any Swap Agreement at any time shall be
the maximum aggregate amount (giving effect to any netting agreements) that the Borrower or such Subsidiary would be
required to pay if such Swap Agreement were terminated at such time. The Indebtedness of any Person shall include the
Indebtedness of any other entity (including any partnership in which such Person is a general partner) to the extent such Person is
liable therefor as a result of such Person’s ownership interest in or other relationship with such entity, except to the extent the
terms of such Indebtedness provide that such Person is not liable therefor. Notwithstanding the foregoing provisions, the
following shall not constitute Indebtedness: (i) accrued expenses and trade account payables arising in the ordinary course of
business, (ii) any obligation arising from any agreement providing for indemnities, guarantees, purchase price adjustments,
holdbacks, contingency payment obligations based on the performance of the acquired or disposed assets or similar obligations
(other than Guarantees of Indebtedness) incurred by any Person in connection with the acquisition or disposition of assets,
(iii) any obligation arising from the honoring by a bank or other financial institution of a check, draft or similar instrument drawn
against insufficient funds in the ordinary course of business, and (iv) the amount of all obligations under or in respect of
Receivables Securitizations, but only to the extent that the Borrower or any Subsidiary (other than a special purpose entity) is not
liable for such obligations.

“Indemnified Taxes” means Taxes other than Excluded Taxes.

“Information” shall have the meaning assigned it in Section 8.15.

“Insurance Subsidiary” means Lake Park Insurance, Ltd., a Bermuda corporation.

“Interest Expenses” means, for any period and any Person, the sum of the following calculated on a consolidated basis
without duplication in accordance with GAAP: (a) total cash interest expense (including the cash interest portion of Capital
Leases but excluding interest expense derived from amortization of fees); plus (b) that portion of the difference between the face
amount of accounts receivables sold in connection with securitization transactions and the purchase price paid in connection
therewith that is representative of the interest expense that would have been paid if such transaction were accounted for as a
financing; plus (c) that portion of amounts paid under Synthetic Lease Obligations that is representative of the interest expense
that would have been paid if such transaction were accounted for as a Capital Lease or otherwise as a financing.
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“Interest Payment Date” means (a) with respect to any Base Rate Borrowing or Eurodollar Daily Floating Rate Borrowing
or the payment of the Fees under Sections 2.04(a) and 2.04(c) or the payment of interest on L/C Disbursements pursuant to
Section 2.19(c)(vii), each March 31, June 30, September 30 and December 31, beginning on the first such date after the date
hereof; (b) with respect to any Eurodollar Rate Loan, the last day of the Interest Period applicable thereto and, in the case of such
a Eurodollar Rate Loan with an Interest Period of more than three months, each day that would have been an Interest Payment
Date for such Eurodollar Rate Loan if successive Interest Periods of three months duration, as the case may be, had been
applicable to such Eurodollar Rate Loan; and (c) in addition, with respect to all Borrowings, the date of any prepayment thereof
and the Maturity Date.

“Interest Period” means, as to each Eurodollar Rate Loan, the period commencing on the date such Eurodollar Rate Loan is
disbursed or converted to or continued as a Eurodollar Rate Loan and ending on the date one, two, three or six months thereafter,
as selected by the Borrower in its Borrowing Request; provided that:

(i) any Interest Period that would otherwise end on a day that is not a Business Day shall be extended to the next
succeeding Business Day unless such Business Day falls in another calendar month, in which case such Interest Period shall end
on the next preceding Business Day;

(ii) any Interest Period that begins on the last Business Day of a calendar month (or on a day for which there is no
numerically corresponding day in the calendar month at the end of such Interest Period) shall end on the last Business Day of the
calendar month at the end of such Interest Period; and

(iii) no Interest Period shall extend beyond the Maturity Date.

“Investments” has the meaning specified in Section 5.23.

“ISP” means, with respect to any Letter of Credit, the “International Standby Practices 1998” published by the Institute of
International Banking Law & Practice (or such later version thereof as may be in effect at the time of issuance).

“Issuer Documents” means with respect to any Letter of Credit, the Letter of Credit Application, and any other document,
agreement and instrument entered into by an Issuing Bank and the Borrower (or any Subsidiary of the Borrower) or in favor of
such Issuing Bank and relating to any such Letter of Credit.

“Issuing Bank” means any Revolving Lender, or any Affiliate of any Revolving Lender, in each case in its capacity as issuer
of a Letter of Credit and any successor thereto permitted hereunder. No Lender has any obligation to issue any Letter of Credit
hereunder except Bank of America, subject to the provisions contained in Section 2.19.

“Joint Lead Arrangers” shall mean, collectively, Banc of America Securities LLC and J.P. Morgan Securities, Inc.

“Judgment Currency” has the meaning specified in Section 8.18.
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“L/C Advance” means, with respect to each Lender, such Lender’s funding of its participation in any L/C Borrowing in
accordance with its Applicable Percentage. All L/C Advances shall be denominated in Dollars.

“L/C Borrowing” means an extension of credit resulting from a drawing under any Letter of Credit which has not been
reimbursed on the date when made (or such later date as may be specified for reimbursement in Section 2.19(c)(i)) or refinanced
as a Borrowing. All L/C Borrowings shall be denominated in Dollars.

“L/C Credit Extension” means, with respect to any Letter of Credit, the issuance thereof or extension of the expiry date
thereof, or the increase of the amount thereof.

“L/C Disbursement” means a payment made by any Issuing Bank pursuant to a Letter of Credit.

“L/C Obligations” means, as at any date of determination, the aggregate amount available to be drawn under all outstanding
Letters of Credit plus the aggregate of all Unreimbursed Amounts (as defined in Section 2.19(c)(i)), including all L/C
Borrowings. For all purposes of this Agreement, if on any date of determination a Letter of Credit has expired by its terms but
any amount may still be drawn thereunder by reason of the operation of Rule 3.14 of the ISP, such Letter of Credit shall be
deemed to be “outstanding” in the amount so remaining available to be drawn.

“Lenders” means the Revolving Lenders and the Swingline Lender.

“Lending Office” means, as to any Lender, the office or offices of such Lender described as such in such Lender’s
Administrative Questionnaire, or such other office or offices as a Lender may from time to time notify the Borrower and the
Administrative Agent.

“Letter of Credit” means any letter of credit issued hereunder and shall include the Existing Letters of Credit. A Letter of
Credit may be a commercial letter of credit or a standby letter of credit. Letters of Credit may be issued in Dollars or in an
Alternative Currency.

“Letter of Credit Application” means an application and agreement for the issuance or amendment of a Letter of Credit in
the form from time to time in use by the applicable Issuing Bank.

“Letter of Credit Expiration Date” means the day that is seven days prior to the Maturity Date then in effect (or, if such day
is not a Business Day, the next preceding Business Day).

“Letter of Credit Fee” has the meaning specified in Section 2.04(c).

“Letter of Credit Fee Percentage” has the meaning specified in Section 2.06(d).

“Letter of Credit Liabilities” means, at any time, the sum of: (a) the Dollar Equivalent of the aggregate undrawn amount of
all outstanding Letters of Credit at such time plus (b) the Dollar Equivalent of the aggregate amount of all L/C Disbursements
that have not yet been reimbursed by or on behalf of the Borrower at such time. The Letter of Credit Liabilities of any Revolving
Lender at any time shall be its Applicable Percentage of the total Letter of Credit Liabilities at such time.
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“Lien” means, with respect to any Person, any mortgage, lien, pledge, charge, security interest or other encumbrance, or any
interest or title of any vendor, lessor, lender or other secured party to or of such Person under any conditional sale or other title
retention agreement or Capital Lease, upon or with respect to any property or asset of such Person.

“Loan” or “Loans” means Revolving Loans and Swingline Loans. Loans may be identified by Type, or the facility under
which such Loan was made as described in Section 1.03.

“Loan Documents” means this Agreement, each Note, the Subsidiary Guaranty, each Issuer Document, and the Fee Letter.

“Managing Agents” has the meaning specified in the introductory paragraph of this Agreement.

“Material” means material in relation to the business, operations, affairs, financial condition, assets, or properties of the
Borrower and its Subsidiaries taken as a whole.

“Material Adverse Effect” means a material adverse effect on: (a) the business, operations, affairs, financial condition,
assets or properties of the Borrower and its Subsidiaries taken as a whole; (b) the ability of the Obligated Parties, taken as a
whole, to perform their obligations under the Loan Documents, taken as a whole; or (c) the validity or enforceability of any Loan
Document.

“Material Subsidiary” means any Subsidiary of the Borrower (except LPAC Corp., LPAC Corp. II and the Insurance
Subsidiary) the book value (determined in accordance with GAAP) of whose total assets equals or exceeds ten percent (10%) of
the book value (determined in accordance with GAAP) of the consolidated total assets of Borrower and all Subsidiaries as
determined as of the last day of each fiscal quarter of the Borrower.

“Maturity Date” means October 12, 2012.

“Maximum Rate” shall have the meaning assigned it in Section 8.14.

“Moody’s” means Moody’s Investors Service, Inc.

“Multiemployer Plan” means any Plan that is a “multiemployer plan” (as such term is defined in Section 4001(a)(3) of
ERISA).

“Net Interest Expenses” shall have the meaning assigned to it in Section 5.15(a).

“New Material Subsidiary” shall have the meaning assigned it in Section 5.21.

“New Owner” shall have the meaning assigned it in Section 2.10(c).

“Norris Family” shall have the meaning assigned it in Section 2.10(c).
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“Notes” means each promissory note issued pursuant to Section 4.02(d)(ii) or Section 8.04(b)(iv).

“Obligated Parties” means the Borrower and the Guarantors.

“Other Taxes” means all present or future stamp or documentary taxes or any other excise or property taxes, charges or
similar levies arising from any payment made hereunder or under any other Loan Document or from the execution, delivery or
enforcement of, or otherwise with respect to, this Agreement or any other Loan Document.

“Outstanding Amount” means (i) with respect to Revolving Loans on any date, the amount of the aggregate outstanding
principal amount thereof after giving effect to any Borrowings and prepayments or repayments of such Revolving Loans
occurring on such date; (ii) with respect to Swingline Loans on any date, the aggregate outstanding principal amount thereof after
giving effect to any Borrowings and prepayments or repayments of such Swingline Loans occurring on such date; and (iii) with
respect to any L/C Obligations on any date, the Dollar Equivalent amount of the aggregate outstanding amount of such L/C
Obligations on such date after giving effect to any L/C Credit Extension occurring on such date and any other changes in the
aggregate amount of the L/C Obligations as of such date, including as a result of any reimbursements by the Borrower of
Unreimbursed Amounts.

“Overnight Rate” means, for any day, (a) with respect to any amount denominated in Dollars, the greater of (i) the Federal
Funds Rate and (ii) an overnight rate determined by the Administrative Agent, an Issuing Bank, or the Swingline Lender, as the
case may be, in accordance with banking industry rules on interbank compensation, and (b) with respect to any amount
denominated in another Available Currency, the rate of interest per annum at which overnight deposits in the applicable Available
Currency, in an amount approximately equal to the amount with respect to which such rate is being determined, would be offered
for such day by a branch or Affiliate of Bank of America in the applicable offshore interbank market for such currency to major
banks in such interbank market.

“Participant” shall have the meaning assigned it in Section 8.04(d).

“Participating Member” means each state so described in any EMU Legislation.

“PBGC” means the Pension Benefit Guaranty Corporation referred to and defined in ERISA or any successor thereto.

“Person” means an individual, partnership, corporation, limited liability company, association, trust, unincorporated
organization, or other entity or a government or agency or political subdivision thereof.

“Plan” means an “employee benefit plan” (as defined in Section 3(3) of ERISA) that is or, within the preceding five years,
has been established or maintained, or to which contributions are or, within the preceding five years, have been made or required
to be made, by the Borrower or any ERISA Affiliate or with respect to which the Borrower or any ERISA Affiliate may have any
liability and that is subject to Title IV of ERISA or the minimum funding requirements of Part 3 of Subtitle B of Title I of
ERISA.
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“Platform” has the meaning specified in Section 5.18.

“Preferred Stock” means any class of capital stock of, or other Equity Interest in, a Person that is preferred over any other
class of capital stock of, or other Equity Interest in, such Person as to the payment of dividends or other distributions or the
payment of any amount upon liquidation or dissolution of such Person.

“Prepayment Date” has the meaning specified in Section 2.10(c).

“property” or “properties” means, unless otherwise specifically limited, real or personal property of any kind, tangible or
intangible, choate or inchoate.

“Public Lender” has the meaning specified in Section 5.18.

“Purchase Price” shall have the meaning assigned to it in Section 5.23.

“Receivable Securitization” means, with respect to a Person, a transaction or group of transactions typically referred to as a
securitization in which the Person sells its accounts receivable in a transaction accounted for as a true sale to a special purpose
bankruptcy remote entity that obtains debt financing to finance the purchase price.

“Receivable Securitization Outstanding” means, with respect to a Person, the aggregate amount outstanding (i.e., advanced
as the purchase price and not repaid from collections) under all Receivable Securitization transactions of such Person that is
representative of the principal amount that would be outstanding if such transaction were accounted for as a financing.

“Register” shall have the meaning assigned to it in Section 8.04(c).

“Related Parties” means, with respect to any Person, such Person’s Affiliates and the partners, directors, officers,
employees, agents, and advisors of such Person and of such Person’s Affiliates.

“Reportable Event” means any of the events set forth in Section 4043(c) of ERISA, other than events for which the 30 day
notice period has been waived.

“Required Lenders” means, at any time, Lenders having more than 50% of the Total Commitments or, if the commitment of
each Lender to make Loans and the obligation of Bank of America to make L/C Credit Extensions have been terminated pursuant
to Article 6, Lenders holding in the aggregate more than 50% of the Total Outstandings (with the aggregate amount of each
Lender’s risk participation and funded participation in L/C Obligations and Swingline Loans being deemed “held” by such
Lender for purposes of this definition); provided that the Commitment of, and the portion of the Total Outstandings held or
deemed held by, any Defaulting Lender shall be excluded for purposes of making a determination of Required Lenders.

“Responsible Officer” means any Senior Financial Officer, the Chief Executive Officer of the Borrower, or the General
Counsel of the Borrower.
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“Restricted Payment” means any Distribution in respect of the Borrower or any Subsidiary (other than on account of capital
stock or other Equity Interests of a Subsidiary owned legally and beneficially by the Borrower or another Subsidiary that is
Wholly-Owned), including, without limitation, any Distribution resulting in the acquisition by the Borrower of Equity Interests
which would constitute treasury stock. For purposes of this Agreement, the amount of any Restricted Payment made in property
shall be the greater of (a) the Fair Market Value of such property and (b) the net book value thereof on the books of such Person,
in each case determined as of the date on which such Restricted Payment is made. For the avoidance of doubt, transactions
(including grants, awards, cancellation of awards and the conversion of awards) in the ordinary course of business pursuant to the
Borrower’s compensation programs shall not constitute Restricted Payments, provided that, at the time in question, no Event of
Default shall have occurred and be continuing.

“Restricted Share Repurchases” has the meaning specified in Section 5.14.

“Revaluation Date” means with respect to any Letter of Credit, each of the following: (a) each date of issuance of a Letter
of Credit denominated in an Alternative Currency, (b) each date of an amendment of any such Letter of Credit having the effect
of increasing the amount thereof (solely with respect to the increased amount), (c) each date of any payment by the Issuing Bank
under any Letter of Credit denominated in an Alternative Currency, and (d) such additional dates as the Administrative Agent or
the Issuing Bank shall determine or the Required Lenders shall require.

“Revolving Exposure” means, with respect to any Revolving Lender at any time, the sum of the outstanding principal
amount of such Lender’s Revolving Loans and the amount (or Dollar Equivalent with respect to Letters of Credit) of such
Lender’s participating (or, with respect to the Swingline Lender or an Issuing Bank, its direct) interest in the outstanding
Swingline Loans and Letters of Credit.

“Revolving Lenders” means the lenders listed in Schedule 2.01, together with their successors and assigns.

“Revolving Loan” shall have the meaning assigned to it in Section 2.01(a).

“S&P” means Standard & Poor’s Ratings Services, group a division of the McGraw Hill Companies.

“Same Day Funds” means (a) with respect to disbursements and payments in Dollars, immediately available funds, and
(b) with respect to disbursements and payments in an Alternative Currency, same day or other funds as may be determined by the
Administrative Agent or the Issuing Bank, as the case may be, to be customary in the place of disbursement or payment for the
settlement of international banking transactions in the relevant Alternative Currency.

“Senior Financial Officer” means the chief financial officer, principal accounting officer, treasurer, assistant treasurer,
director of treasury operations, or controller of the Borrower; provided that any executive vice president, the treasurer, any
assistant treasurer, the director of treasury operations or the corporate controller of the Borrower is authorized by the Borrower to
execute and deliver any Borrowing Request.
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“Senior Note Purchase Agreements” means the following:

(i) nine separate Note Purchase Agreements, each dated as of December 1, 1993, as each of the same have been
amended and as each may be further amended, supplemented or otherwise modified from time to time, between the Borrower
and each of The Prudential Insurance Company of America, Connecticut General Life Insurance Company, Life Insurance
Company of North America, United of Omaha Life Insurance Company, Mutual of Omaha Insurance Company, Companion Life
Insurance Company, United World Life Insurance Company, Genworth Life and Annuity Insurance Company (f/k/a GE Life and
Annuity Insurance Company, and as successor by merger to First Colony Life Insurance Company), and Genworth Life
Insurance Company (f/k/a General Electric Capital Assurance Company);

(ii) three separate Note Purchase Agreements, each dated as of April 3, 1998, as each of the same have been
amended and as each may be further amended, supplemented or otherwise modified from time to time, between the Borrower
and each of The Prudential Insurance Company of America, U.S. Private Placement Fund, and Teachers Insurance and Annuity
Association of America; and

(iii) that certain Master Shelf Agreement dated as of October 15, 1999 between the Borrower and The Prudential
Insurance Company of America and certain affiliates of The Prudential Insurance Company of America which became bound by
such agreement, as the same has been amended and as the same may be further amended, supplemented or otherwise modified
from time to time.

“Spot Rate” for a currency means the rate determined by the Administrative Agent or the Issuing Bank, as applicable, to be
the rate quoted by the Person acting in such capacity as the spot rate for the purchase by such Person of such currency with
another currency through its principal foreign exchange trading office at approximately 10:00 a.m. (Dallas, Texas time) on the
date two Business Days prior to the date as of which the foreign exchange computation is made; provided that the Administrative
Agent or the Issuing Bank may obtain such spot rate from another financial institution designated by the Administrative Agent or
the Issuing Bank if the Person acting in such capacity does not have as of the date of determination a spot buying rate for any
such currency; and provided further that the Issuing Bank may use such spot rate quoted on the date as of which the foreign
exchange computation is made in the case of any Letter of Credit denominated in an Alternative Currency.

“Subject Indebtedness” shall have the meaning assigned to it in clause (f) of Article 6.

“Subsidiary” means, as to any Person, any corporation, association or other business entity in which such Person or one or
more of its Subsidiaries or such Person and one or more of its Subsidiaries owns sufficient equity or voting interests to enable it
or them (as a group) ordinarily, in the absence of contingencies, to elect a majority of the directors (or Persons performing similar
functions) of such entity, and any partnership or joint venture if more than a 50% interest in the profits or capital thereof is
owned by such Person or one or more of its Subsidiaries or such Person and one or more of its Subsidiaries (unless such
partnership can and does ordinarily take major business actions without the prior approval of such Person or one or more of its
Subsidiaries). Unless the context otherwise clearly requires, any reference to a “Subsidiary” is a reference to a Subsidiary of the
Borrower.

 

20



 

“Subsidiary Guaranty” means that certain Third Amended and Restated Subsidiary Guaranty Agreement dated as of the
date hereof executed by the Guarantors in favor of the Administrative Agent, the Issuing Banks and the Lenders, substantially in
the form of Exhibit D hereto, as the same may be modified pursuant to one or more Subsidiary Joinder Agreements and as the
same may otherwise be modified from time to time.

“Subsidiary Joinder Agreement” means an agreement that has been or will be executed by a Material Subsidiary adding it
as a party to the Subsidiary Guaranty, in substantially the form of Exhibit E hereto.

“Swap Agreement” means any agreement with respect to any swap, forward, future or derivative transaction or option or
similar agreement involving, or settled by reference to, one or more rates, currencies, commodities, equity or debt instruments or
securities, or economic, financial or pricing indices or measures of economic, financial or pricing risk or value or any similar
transaction or any combination of these transactions; provided that no phantom stock or similar plan providing for payments only
on account of services provided by current or former directors, officers, employees or consultants of the Borrower or the
Subsidiaries shall be a Swap Agreement.

“Swingline Lender” means Bank of America in its capacity as lender of the Swingline Loans.

“Swingline Loan” shall have the meaning assigned to it in Section 2.01(b).

“Syndication Agents” has the meaning assigned to such term in the introductory paragraph of this Agreement.

“Synthetic Lease Obligation” means the monetary obligation of a Person under (a) a so-called synthetic or tax retention
lease, or (b) an agreement for the use or possession of property creating obligations that do not appear on the balance sheet of
such Person but which, upon the insolvency or bankruptcy of such Person, would be characterized as the indebtedness of such
Person (without regard to accounting treatment).

“Target” means any Person acquired, or substantially all of whose assets have been acquired, by the Borrower or any
Subsidiary.

“Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings, assessments, fees or other
charges imposed by any Governmental Authority, including any interest, additions to tax or penalties applicable thereto.

“Total Commitments” means, at any time, the aggregate amount of Commitments of all the Revolving Lenders, as in effect
at such time.
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“Total Outstandings” means the aggregate Outstanding Amount of all Loans and L/C Obligations.

“Transactions” shall have the meaning assigned it in Section 3.02.

“Transfer” means, with respect to any Person, any transaction in which such Person sells, conveys, transfers or leases (as
lessor) any of its property, including capital stock of, or other Equity Interests issued by, a Subsidiary.

“Type”, when used in respect of any Loan or Borrowing, shall refer to the rate by reference to which interest on such Loan
or Loans comprising such Borrowing is determined (i.e., (a) with respect to Revolving Loans, the Base Rate or Eurodollar Rate,
and (b) with respect to Swingline Loans, the Base Rate or Eurodollar Daily Floating Rate).

“Voting Rights” shall have the meaning assigned it in Section 2.10(c).

“Wholly-Owned Subsidiary” or “Wholly-Owned” when used in reference to a Subsidiary, means, at any time, any
Subsidiary, one hundred percent (100%) of all of the Equity Interests of (except directors’ qualifying shares), and voting interests
in, which are owned by any one or more of the Borrower and the Borrower’s other Wholly-Owned Subsidiaries at such time.

Section 1.02 Terms Generally. The definitions in Section 1.01 shall apply equally to both the singular and plural forms of
the terms defined. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and
neuter forms. The words “include,” “includes” and “including” shall be deemed to be followed by the phrase “without
limitation.” All references herein to Articles, Sections, Exhibits and Schedules shall be deemed references to Articles and
Sections of, and Exhibits and Schedules to, this Agreement unless the context shall otherwise require. All accounting terms not
specifically or completely defined herein shall be construed in conformity with, and all financial data (including financial ratios
and other financial calculations) required to be submitted pursuant to this Agreement shall be prepared in conformity with,
GAAP, as in effect from time to time, applied in a manner consistent with that used in preparing the Audited Financial
Statements, except as otherwise specifically prescribed herein. If at any time any change in GAAP, or the interpretation thereof
by a “Big Four” accounting firm (one of Deloitte, KPMG, PricewaterhouseCoopers, or Ernst & Young), would affect the
computation of any financial ratio or requirement set forth in any Loan Document, and either the Borrower or the Required
Lenders shall so request, the Administrative Agent, the Lenders and the Borrower shall negotiate in good faith to amend such
ratio or requirement to preserve the original intent of such ratio or requirement in light of such change in GAAP or the
interpretation thereof by a “Big Four” accounting firm (subject to the approval of the Required Lenders); provided that, until so
amended, (i) such ratio or requirement shall continue to be computed in accordance with GAAP prior to such change therein or
interpretation thereof by a “Big Four” accounting firm, and (ii) the Borrower shall provide to the Administrative Agent and the
Lenders financial statements and other documents required under this Agreement or as reasonably requested hereunder setting
forth a reconciliation between calculations of such ratio or requirement made before and after giving effect to such change in
GAAP or the interpretation thereof by a “Big Four” accounting firm.
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Section 1.03 Types; Facility. Loans and Borrowings hereunder are distinguished and referred to herein by Type (i.e., Base
Rate, Eurodollar Rate or Eurodollar Daily Floating Rate), and by the facility provided herein under which such Loan or
Borrowing is made (i.e., under Section 2.01(a) and thus a “Revolving Loan” or “Revolving Loan Borrowing” or made under
Section 2.01(b) and thus a “Swingline Loan” or “Swingline Loan Borrowing”) or by any one or more of the foregoing.

Section 1.04 Exchange Rates; Currency Equivalents.

(a) The Administrative Agent or the Issuing Bank, as applicable, shall determine the Spot Rates as of each Revaluation
Date to be used for calculating Dollar Equivalent amounts of Letters of Credit denominated in Alternative Currencies. Such Spot
Rates shall become effective as of such Revaluation Date and shall be the Spot Rates employed in converting any amounts
between the applicable currencies until the next Revaluation Date to occur. Except for purposes of financial statements delivered
by Obligated Parties hereunder or calculating financial covenants hereunder or except as otherwise provided herein, the
applicable amount of any currency (other than Dollars) for purposes of the Loan Documents shall be such Dollar Equivalent
amount as so determined by the Administrative Agent or the Issuing Bank, as applicable.

(b) Wherever in this Agreement in connection with the issuance, amendment or extension of a Letter of Credit, an
amount, such as a required minimum or multiple amount, is expressed in Dollars, but such Letter of Credit is denominated in an
Alternative Currency, such amount shall be the relevant Alternative Currency Equivalent of such Dollar amount (rounded to the
nearest unit of such Alternative Currency, with 0.5 of a unit being rounded upward), as determined by the Administrative Agent
or the Issuing Bank, as the case may be.

Section 1.05 Additional Alternative Currencies.

(a) The Borrower may from time to time request that Letters of Credit be issued in a currency other than those
specifically listed in the definition of “Alternative Currency”; provided that such requested currency is a lawful currency (other
than Dollars) that is readily available and freely transferable and convertible into Dollars. In the case of any such request, such
request shall be subject to the approval of the Administrative Agent and the Issuing Bank.

(b) Any such request shall be made to the Administrative Agent not later than 10:00 a.m. (Dallas, Texas time), 10
Business Days prior to the date of the desired Letter of Credit issuance (or such other time or date as may be agreed by the
Issuing Bank in its sole discretion). In the case of any such request, the Administrative Agent shall promptly notify the Issuing
Bank thereof. The Issuing Bank shall notify the Administrative Agent, not later than 10:00 a.m. (Dallas, Texas time), 5 Business
Days after receipt of such request whether it consents, in its sole discretion, to the issuance of Letters of Credit in such requested
currency.
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(c) Any failure by the Issuing Bank to respond to such request within the time period specified in the preceding
sentence shall be deemed to be a refusal by the Issuing Bank to permit Letters of Credit to be issued in such requested currency.
If the Administrative Agent and the Issuing Bank consent to the issuance of Letters of Credit in such requested currency, the
Administrative Agent shall so notify the Borrower and such currency shall thereupon be deemed for all purposes to be an
Alternative Currency hereunder for purposes of any Letter of Credit issuances. If the Administrative Agent shall fail to obtain
consent to any request for an additional currency under this Section 1.05, the Administrative Agent shall promptly so notify the
Borrower.

Section 1.06 Change of Currency.

(a) Each obligation of the Borrower to make a payment denominated in the national currency unit of any member state
of the European Union that adopts the Euro as its lawful currency after the date hereof shall be redenominated into Euro at the
time of such adoption (in accordance with the EMU Legislation). If, in relation to the currency of any such member state, the
basis of accrual of interest expressed in this Agreement in respect of that currency shall be inconsistent with any convention or
practice in the London interbank market for the basis of accrual of interest in respect of the Euro, such expressed basis shall be
replaced by such convention or practice with effect from the date on which such member state adopts the Euro as its lawful
currency.

(b) Each provision of this Agreement shall be subject to such reasonable changes of construction as the Administrative
Agent may from time to time specify to be appropriate to reflect the adoption of the Euro by any member state of the European
Union and any relevant market conventions or practices relating to the Euro.

(c) Each provision of this Agreement also shall be subject to such reasonable changes of construction as the
Administrative Agent may from time to time specify to be appropriate to reflect a change in currency of any other country and
any relevant market conventions or practices relating to the change in currency.

Section 1.07 Letter of Credit Amounts. Unless otherwise specified herein, the amount of a Letter of Credit at any time shall
be deemed to be the stated amount of such Letter of Credit in effect at such time; provided, however, that with respect to any
Letter of Credit that, by its terms or the terms of any document related thereto, provides for one or more automatic increases in
the stated amount thereof, the amount of such Letter of Credit shall be deemed to be the maximum stated amount of such Letter
of Credit after giving effect to all such increases, whether or not such maximum stated amount is in effect at such time; provided
further, however, that the stated amount of such Letter of Credit in effect at such time shall be used to determine the Letter of
Credit Fees pursuant to Section 2.04(c).

Section 1.08 Rounding. Any financial ratios required to be maintained by the Borrower pursuant to this Agreement shall be
calculated by dividing the appropriate component by the other component, carrying the result to one place more than the number
of places by which such ratio is expressed herein and rounding the result up or down to the nearest number (with a rounding-up if
there is no nearest number).
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ARTICLE 2

THE CREDITS

Section 2.01 Commitments.

(a) Revolving Loans. Prior to the Effective Date, loans were previously made to the Borrower by the lenders under the
Existing Credit Agreement and, subject to the terms and conditions hereof and relying upon the representations and warranties
herein set forth, the parties hereto acknowledge and agree that, on the Effective Date, such loans shall be repaid in their entirety
with the proceeds of the hereinafter defined Revolving Loans. Subject to the terms and conditions hereof and relying upon the
representations and warranties herein set forth, each Revolving Lender agrees, severally and not jointly, to make advances in
Dollars (each such advance, herein a “Revolving Loan”) to the Borrower, at any time and from time to time on and after the
Effective Date and until the earlier of the Maturity Date or the termination of the Commitment of such Revolving Lender, in an
aggregate principal amount at any time outstanding not to exceed such Revolving Lender’s Commitment, subject, however, to
the condition that the Revolving Exposure of a Revolving Lender shall not exceed such Revolving Lender’s Commitment and the
total Revolving Exposure of all Revolving Lenders shall not exceed the Total Commitments. Within the foregoing limits, the
Borrower may borrow, pay or prepay and reborrow Revolving Loans hereunder subject to the terms, conditions and limitations
set forth herein. Each Revolving Loan shall be made as part of a Borrowing consisting of Revolving Loans made by the
Revolving Lenders ratably in accordance with their Applicable Percentages; provided, however, that the failure of any Revolving
Lender to make any Revolving Loan shall not in itself relieve any other Revolving Lender of its obligation to lend hereunder (it
being understood, however, that no Revolving Lender shall be responsible for the failure of any other Revolving Lender to make
any Revolving Loan required to be made by such other Revolving Lender). The Revolving Loans comprising any Borrowing
shall be in an aggregate principal amount which is an integral multiple of $1,000,000 and not less than $5,000,000 (or such lesser
amount that equals the remaining available amount of the Total Commitments). Each Revolving Loan shall be a Eurodollar Rate
Loan or a Base Rate Loan, as selected by the Borrower pursuant to Section 2.03.

(b) Swingline Loans. Subject to the terms and conditions set forth herein, and in reliance upon the agreements of the
other Lenders set forth in paragraph (c) below, the Swingline Lender agrees to make advances in Dollars (each such advance,
herein a “Swingline Loan”) to the Borrower from time to time on and after the Effective Date, until the earlier of the Maturity
Date or the termination of the Commitments in an aggregate principal amount at any time outstanding that will not result in:
(i) the aggregate principal amount of outstanding Swingline Loans exceeding $50,000,000; and (ii) the total Revolving Exposure
of all Revolving Lenders exceeding the Total Commitments. The Swingline Loans comprising any Borrowing shall be in an
aggregate principal amount which is an integral multiple of $500,000 and not less than $1,000,000. Within the foregoing limits
and subject to the terms and conditions set forth herein, the Borrower may borrow, prepay and reborrow Swingline Loans. Each
Swingline Loan shall be a Eurodollar Daily Floating Rate Loan or a Base Rate Loan, as selected by the Borrower pursuant to
Section 2.03.
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(c) Lender Participation in Swingline Loans. The Swingline Lender may by written notice given to the Administrative
Agent not later than 10:00 a.m., Dallas, Texas time, on any Business Day require the Revolving Lenders to acquire participations
on such Business Day in all or a portion of the Swingline Loans outstanding. Such notice shall specify the aggregate amount of
Swingline Loans in which the Lenders will participate. Promptly upon receipt of such notice, the Administrative Agent will give
notice thereof to each Revolving Lender, specifying in such notice such Revolving Lender’s Applicable Percentage of such
Swingline Loans. Each Revolving Lender hereby absolutely and unconditionally agrees, upon receipt of notice as provided
above, to pay to the Administrative Agent, for the account of the Swingline Lender, such Revolving Lender’s Applicable
Percentage of the principal amount outstanding in connection with such Swingline Loans. Each Revolving Lender acknowledges
and agrees that its obligation to acquire participations in Swingline Loans pursuant to this paragraph is absolute and
unconditional and shall not be affected by any circumstance whatsoever, including the occurrence and continuance of a Default
or Event of Default or reduction or termination of the Commitments, and that each such payment shall be made without any
offset, abatement, withholding or reduction whatsoever. Each Revolving Lender shall comply with its obligation under this
paragraph by wire transfer of Dollars in immediately available funds, and the Administrative Agent shall promptly pay to the
Swingline Lender the amounts so received by it from the Revolving Lenders. The Administrative Agent shall notify the
Borrower of any participations in any Swingline Loan acquired pursuant to this paragraph. Any amounts received by the
Swingline Lender from the Borrower (or other party on behalf of the Borrower) in respect of a Swingline Loan after receipt by
the Swingline Lender of the proceeds of a sale of participations therein shall be promptly remitted to the Administrative Agent;
any such amounts received by the Administrative Agent shall be promptly remitted by the Administrative Agent to the
Revolving Lenders that shall have made their payments pursuant to this paragraph and to the Swingline Lender, as their interests
may appear. The purchase of participations in a Swingline Loan pursuant to this paragraph shall not relieve the Borrower of its
obligation for the payment thereof in full, notwithstanding any Default or Event of Default that may exist.

Section 2.02 Loans.

(a) Type of Loans. Each Borrowing of Revolving Loans shall be comprised entirely of Eurodollar Rate Loans or Base
Rate Loans, and each Borrowing of Swingline Loans shall be comprised entirely of Eurodollar Daily Floating Rate Loans or
Base Rate Loans, in each case as the Borrower may request pursuant to Section 2.02(c) or Section 2.03. Each Lender may at its
option make any Eurodollar Rate Loan by causing any domestic or foreign branch or Affiliate of such Lender to make such
Loan; provided that any exercise of such option shall not affect the obligation of the Borrower to repay such Loan in accordance
with the terms of this Agreement. Borrowings of more than one Type may be outstanding at the same time.

(b) Funding Borrowings.

(i) Revolving Loans. Subject to paragraph (c) below, each Revolving Lender shall make each Revolving Loan to
be made by it hereunder on the proposed date thereof by wire transfer of Dollars in immediately available funds to the
Administrative Agent in Dallas, Texas, not later than 2:00 p.m., Dallas, Texas time, and the Administrative Agent shall by 3:00
p.m., Dallas, Texas time, credit the amounts so received to the account or accounts specified from time to time in one or more
notices delivered by the Borrower to the Administrative Agent or, if a Borrowing shall not occur on such date because any
condition precedent herein specified shall not have been met, return the amounts so received to the respective Revolving Lenders
or, if such Borrowing is to finance the reimbursement of an L/C Disbursement, such amounts shall be distributed to the
applicable Issuing Bank.
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Unless the Administrative Agent shall have received notice from a Revolving Lender prior to the date of any Revolving
Loan Borrowing (or, in the case of any Base Rate Borrowing, prior to 2:00 p.m. on the date of such Borrowing) that such
Revolving Lender will not make available to the Administrative Agent such Revolving Lender’s portion of such Borrowing, the
Administrative Agent may assume that such Revolving Lender has made such portion available to the Administrative Agent on
the date of such Borrowing in accordance with this paragraph (b) and the Administrative Agent may, in reliance upon such
assumption, make available to the Borrower on such date a corresponding amount. If and to the extent that such Revolving
Lender shall not have made such portion available to the Administrative Agent, such Revolving Lender and the Borrower
(without waiving any claim against such Revolving Lender for such Revolving Lender’s failure to make such portion available)
severally agree to repay to the Administrative Agent forthwith on demand such corresponding amount together with interest
thereon, for each day from and including the date such amount is made available to the Borrower until but excluding the date
such amount is repaid to the Administrative Agent at (i) in the case of the Borrower, the interest rate applicable at the time to the
Revolving Loans comprising such Borrowing and (ii) in the case of such Revolving Lender, the Overnight Rate. If the Borrower
and such Revolving Lender shall pay such interest to the Administrative Agent for the same or an overlapping period, the
Administrative Agent shall promptly remit to the Borrower the amount of such interest paid by the Borrower for such period. If
such Revolving Lender shall repay to the Administrative Agent such corresponding amount, such amount shall constitute such
Revolving Lender’s Revolving Loan as part of such Borrowing for purposes of this Agreement. A notice of the Administrative
Agent to any Revolving Lender or the Borrower with respect to any amount owing under this subsection shall be conclusive,
absent manifest error.

(ii) Swingline Loans. The Swingline Lender shall make each Swingline Loan available to the Borrower by means
of a credit to the account or accounts specified from time to time in one or more notices delivered by the Borrower to the
Swingline Lender by 2:00 p.m., Dallas, Texas time, on the requested date of such Swingline Loan.

(c) Continuations and Conversions. The Borrower may Convert all or any part of any Borrowing to a Borrowing of a
different Type and the Borrower may Continue all or any part of any Eurodollar Rate Borrowing as a Borrowing of the same
Type, by giving the Administrative Agent written notice (which may be a Borrowing Request) not later than 10:00 a.m., Dallas,
Texas, time on the Business Day of the Conversion into a Base Rate Borrowing or a Eurodollar Daily Floating Rate Borrowing
and on the Business Day at least two Business Days before Conversion into or Continuation of a Eurodollar Rate Borrowing, in
each case specifying: (i) the Conversion or Continuation date, (ii) the amount of the Borrowing to be Converted or Continued,
(iii) in the case of Conversions, the Type of Borrowing to be Converted into, and (iv) in the case of a Continuation of or
Conversion into a Eurodollar Rate Borrowing, the duration of the Interest Period applicable thereto; provided that (a) Eurodollar
Rate Borrowings may only be Converted on the last day of the Interest Period; (b) except for Conversions to Base Rate
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Borrowings, no Conversions shall be made while an Event of Default has occurred and is continuing; (c) no more than ten
(10) Eurodollar Rate Borrowings and Eurodollar Daily Floating Rate Borrowings may be in existence at any one time; and (d) no
Interest Period may end after the Maturity Date. All notices given under this Section shall be irrevocable. If the Borrower shall
fail to give the Administrative Agent the notice as specified above for Continuation or Conversion of a Eurodollar Rate
Borrowing prior to the end of the Interest Period with respect thereto, such Eurodollar Rate Borrowing shall automatically be
continued as a Eurodollar Rate Borrowing with an Interest Period of one month’s duration unless an Event of Default exists, in
which case such Eurodollar Rate Borrowing shall be automatically converted to an Base Rate Borrowing. The Administrative
Agent shall promptly advise the Lenders of any notice given pursuant to this Section 2.02.

Section 2.03 Borrowing Procedure. In order to request a Borrowing, the Borrower shall hand deliver or telecopy to the
Administrative Agent a duly completed Borrowing Request: (a) in the case of a Eurodollar Rate Borrowing, not later than 12:00
noon, Dallas, Texas time, two Business Days before such Borrowing, and (b) in the case of a Base Rate Borrowing or a
Eurodollar Daily Floating Rate Borrowing, not later than 12:00 noon, Dallas, Texas time, on the day of such Borrowing. Such
notice shall be irrevocable and shall in each case specify: (i) whether the Borrowing is a Revolving Loan Borrowing or a
Swingline Loan Borrowing; (ii) in the case of a Revolving Loan Borrowing, whether such Borrowing is to be a Eurodollar Rate
Borrowing or a Base Rate Borrowing; (iii) in the case of a Swingline Loan Borrowing, whether such Borrowing is to be a
Eurodollar Daily Floating Rate Borrowing or a Base Rate Borrowing; (iv) the date of such Borrowing (which shall be a Business
Day) and the amount thereof; and (v) if such Borrowing is to be a Eurodollar Rate Borrowing, the Interest Period with respect
thereto. If no election as to the Type or facility applicable to such Borrowing is specified in any such notice, then the requested
Borrowing will be a Base Rate Swingline Loan Borrowing. If no Interest Period with respect to any Eurodollar Rate Borrowing
is specified in any such notice, then the Borrower shall be deemed to have selected an Interest Period of one month’s duration.
Notwithstanding any other provision of this Agreement to the contrary, no Eurodollar Rate Borrowing shall be requested if the
Interest Period with respect thereto would end after the Maturity Date. When a Revolving Loan Borrowing is requested, the
Administrative Agent shall promptly advise the Revolving Lenders of the notice given pursuant to this Section 2.03 and of each
Revolving Lender’s portion of the requested Borrowing. When a Swingline Loan Borrowing is requested, the Administrative
Agent shall promptly advise the Swingline Lender of the notice given pursuant to this Section 2.03.

Section 2.04 Fees.

(a) Facility Fee. The Borrower agrees to pay to each Revolving Lender, through the Administrative Agent, a facility
fee (“Facility Fee”), at a rate per annum equal to the Facility Fee Percentage from time to time in effect on the average daily
amount of the Commitment of such Revolving Lender (or if such Commitment no longer exists, on the Revolving Exposure of
such Revolving Lender), during the period from and including the Effective Date to but excluding the later of the date on which
such Revolving Lender’s Commitment terminates and the date on which such Revolving Lender ceases to have any Revolving
Exposure. Facility Fees accrued to each Interest Payment Date shall be payable in Dollars on such Interest Payment Date,
commencing on the first such date to occur after the Effective Date; provided that all such fees shall be payable on the date on
which the Commitments terminate and any such fees accruing after the date on which the Commitments terminate shall be
payable on demand. All Facility Fees shall be computed based on the actual number of days elapsed (including the first day but
excluding the last day) in a year of 365 or 366 days, as the case may be.
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(b) Agent Fees. The Borrower agrees to pay the Administrative Agent and the Syndication Agent, respectively, the
fees provided for in any separate agreement(s) between Borrower and Administrative Agent or between Borrower and
Syndication Agent, on the dates required thereby.

(c) Letter of Credit Fees. The Borrower agrees to pay: (i) to the Administrative Agent for the account of each
Revolving Lender a Letter of Credit fee (the “Letter of Credit Fee”) with respect to such Revolving Lender’s participations in
Letters of Credit, which shall accrue at the rate equal to the Letter of Credit Fee Percentage (as defined and determined in
accordance with Section 2.06(d)) on the average daily Dollar Equivalent amount of such Revolving Lender’s Applicable
Percentage of the Letter of Credit Liabilities (excluding any portion thereof attributable to unreimbursed L/C Disbursements)
during the period from and including the Effective Date to but excluding the later of the date on which such Revolving Lender’s
Commitment terminates and the date on which such Revolving Lender ceases to have any Letter of Credit Liabilities; and (ii) to
each Issuing Bank a fronting fee, which shall accrue at the rate of 0.125% per annum on the average daily Dollar Equivalent
amount of the Letter of Credit Liabilities (excluding any portion thereof attributable to unreimbursed L/C Disbursements)
attributable to the Letters of Credit it has issued, during the period from and including the Effective Date to but excluding the
later of the date of termination of the Commitments and the date on which there ceases to be any such Letter of Credit Liabilities,
as well as each Issuing Bank’s standard fees with respect to the issuance, amendment, renewal or extension of any of its Letters
of Credit or processing of drawings thereunder. Letter of Credit Fees and fronting fees accrued to each Interest Payment Date
shall be payable in Dollars no more than five (5) Business Days after such Interest Payment Date, commencing on the first such
date to occur after the Effective Date; provided that all such fees shall be payable on the date on which the Commitments
terminate and any such fees accruing after the date on which the Commitments terminate shall be payable on demand. Any other
fees payable to an Issuing Bank pursuant to this paragraph shall be payable within 10 Business Days after demand. All
participation fees and fronting fee shall be computed based on a year of 360 days and shall be payable for the actual number of
days elapsed (including the first day but excluding the last day).

(d) Payment Provisions. The fees payable under this Section 2.04 (the “Fees”) shall be paid on the dates due, in
Dollars and in immediately available funds, to the Administrative Agent for distribution, if and as appropriate, among the
Revolving Lenders or to the applicable Issuing Bank. Once paid, none of such Fees shall be refundable under any circumstances.

Section 2.05 Repayment of Loans; Evidence of Indebtedness.

(a) Repayment. The Borrower hereby unconditionally promises to pay the unpaid principal amount of each Loan on
the Maturity Date.
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(b) Maintenance of Loan Accounts by Lenders. Each Lender shall maintain in accordance with its usual practice an
account or accounts evidencing the indebtedness to such Lender resulting from each Loan made by such Lender from time to
time, including the amounts of principal and interest payable and paid to such Lender from time to time under this Agreement.

(c) Maintenance of Loan Accounts by Administrative Agent. The Administrative Agent shall maintain accounts in
which it will record (i) the amount of each Loan made hereunder, the Type of each Loan made and the Interest Period applicable
thereto, (ii) the amount of each Letter of Credit, the Letter of Credit Liabilities applicable thereto and each Revolving Lender’s
participation interest therein, (iii) the amount of any principal, interest and Fees due and payable or to become due and payable
from the Borrower to each Lender and each Issuing Bank hereunder, and (iv) the amount of any sum received by the
Administrative Agent hereunder from the Borrower and each Lender’s and each Issuing Bank’s share thereof.

(d) Prima Facie Evidence. The entries made in the accounts maintained pursuant to paragraphs (b) and (c) of this
Section 2.05 shall, to the extent permitted by applicable law, be prima facie evidence of the existence and amounts of the
obligations therein recorded, absent manifest error; provided, however, that the failure of any Lender or the Administrative
Agent to maintain such accounts or any error therein or an inconsistency between such accounts of a Lender and the accounts of
the Administrative Agent shall not in any manner affect the obligations of the Borrower to repay the Loans in accordance with
their terms.

Section 2.06 Interest on Loans; Margin and Fees.

(a) Eurodollar Rate. Subject to the provisions of Section 2.07, the Eurodollar Rate Loans shall bear interest (computed
on the basis of the actual number of days elapsed over a year of 360 days) at a rate per annum equal to the applicable Eurodollar
Rate for the Interest Period in effect for such Borrowing plus the Applicable Margin from time to time in effect.

(b) Base Rate and Eurodollar Daily Floating Rate. Subject to the provisions of Section 2.07, the Base Rate Loans shall
bear interest (computed on the basis of the actual number of days elapsed over a year of 365 or 366 days, as the case may be) at a
rate per annum equal to the Base Rate. Subject to the provisions of Section 2.07, the Eurodollar Daily Floating Rate Loans shall
bear interest (computed on the basis of the actual number of days elapsed over a year of 360 days) at a rate per annum equal to
the Eurodollar Daily Floating Rate plus the Applicable Margin for Eurodollar Rate Loans as listed in subsection (d) below from
time to time in effect.

(c) Payment of Interest. Interest on each Loan shall be payable on each Interest Payment Date applicable to such Loan
except as otherwise provided in this Agreement. The applicable Eurodollar Rate, Base Rate or Eurodollar Daily Floating Rate
shall be determined by the Administrative Agent, and such determination shall be conclusive absent manifest error; provided that
the Administrative Agent shall, upon request, provide to the Borrower a certificate setting forth in reasonable detail the basis for
such determination.
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(d) Determination of Applicable Margin. The Applicable Margin identified in this Section 2.06 and the Facility Fee
Percentage and Letter of Credit Fee Percentage identified in Section 2.04 shall be defined and determined as follows:

“Applicable Margin” means (i) during the period commencing on the Effective Date and ending on but not including the
first Adjustment Date (as defined below), 0.500% per annum and (ii) during each period from and including one Adjustment
Date to but excluding the next Adjustment Date (herein a “Calculation Period”), the percent per annum set forth in the table
below under the applicable “Margin for Eurodollar Rate Loans” heading opposite the Debt to Adjusted EBITDA Ratio which
corresponds to the Debt to Adjusted EBITDA Ratio set forth in, and as calculated in accordance with, the applicable Compliance
Certificate.

“Facility Fee Percentage” means (1) during the period commencing on the Effective Date and ending on but not including
the first Adjustment Date, 0.125% per annum and (2) during each Calculation Period, the percent per annum set forth in the table
below under the heading “Facility Fee Percentage” opposite the Debt to Adjusted EBITDA Ratio which corresponds to the Debt
to Adjusted EBITDA Ratio set forth in, and as calculated in accordance with, the applicable Compliance Certificate.

“Letter of Credit Fee Percentage” means (1) during the period commencing on the Effective Date and ending on but not
including the first Adjustment Date, 0.500% per annum and (2) during each Calculation Period, the percent per annum set forth
in the table below under the heading “Letter of Credit Fee Percentage” opposite the Debt to Adjusted EBITDA Ratio which
corresponds to the Debt to Adjusted EBITDA Ratio set forth in, and as calculated in accordance with, the applicable Compliance
Certificate.
               
        Margin for   Letter of  
  Debt to Adjusted  Facility Fee   Eurodollar   Credit Fee  
Level  EBITDA Ratio  Percentage   Rate Loans   Percentage  
I  Less than or equal to 1.00 to 1.00   .125%   .500%   .500%
II

 
Less than or equal to 1.50 to 1.0 but
greater than 1.00 to 1.00  

 .150%
 

 .600%
 

 .600%

III
 

Less than or equal to 2.00 to 1.00 but
greater than 1.50 to 1.00  

 .175%
 

 .700%
 

 .700%

IV
 

Less than or equal to 2.50 to 1.00 but
greater than 2.00 to 1.00  

 .225%
 

 .775%
 

 .775%

V  Greater than 2.50 to 1.00   .250%   1.000%   1.000%
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Upon delivery of each Compliance Certificate pursuant to Section 5.18(g), commencing with the Compliance Certificate
delivered with respect to the fiscal quarter ending on September 30, 2007, the Applicable Margin (for Interest Periods
commencing after the applicable Adjustment Date), the Facility Fee Percentage and the Letter of Credit Fee Percentage shall
automatically be adjusted in accordance with the Debt to Adjusted EBITDA Ratio set forth therein and the table set forth above,
such automatic adjustment to take effect as of the first Business Day after the receipt by the Agent of such Compliance
Certificate pursuant to Section 5.18(g) (each such Business Day when such margin or fees change pursuant to this sentence or the
next following sentence, herein an “Adjustment Date”). If the Borrower fails to deliver such Compliance Certificate which so
sets forth the Debt to Adjusted EBITDA Ratio within the period of time required by Section 5.18(g): (i) the Applicable Margin
(for Interest Periods commencing after the applicable Adjustment Date) shall automatically be adjusted to 1.000% per annum,
(ii) the Facility Fee Percentage shall automatically be adjusted to 0.250% per annum, and (iii) the Letter of Credit Fee Percentage
shall automatically be adjusted to 1.000% per annum, such automatic adjustments to take effect as of the first Business Day after
the last day on which the Borrower was required to deliver the applicable Compliance Certificate in accordance with
Section 5.18(g) and to remain in effect until subsequently adjusted in accordance herewith upon the delivery of a Compliance
Certificate.

Section 2.07 Default Interest. If the Borrower shall default in the payment of the principal of or interest on any Loan or any
other amount becoming due hereunder, whether by scheduled maturity, notice of prepayment, acceleration or otherwise, the
Borrower shall on demand from time to time from the Administrative Agent pay interest, to the extent permitted by law, on such
defaulted amount up to (but not including) the date of actual payment (after as well as before judgment) at a rate per annum
(computed as provided in Section 2.06(b)) equal to: (a) with respect to Base Rate Loans, the rate otherwise applicable thereto as
determined in accordance with Section 2.06 plus 2%; (b) with respect to Eurodollar Rate Loans, until the end of the Interest
Period applicable thereto, the rate otherwise applicable thereto as determined in accordance with Section 2.06 plus 2% and after
the end of the Interest Period therefor, the Base Rate plus 2%; (c) with respect to Eurodollar Daily Floating Rate Loans, the rate
otherwise applicable thereto as determined in accordance with Section 2.06 plus 2%; and (d) with respect to other amounts, the
Base Rate plus 2%.

Section 2.08 Alternate Rate of Interest. In the event, and on each occasion, that prior to the commencement of any Interest
Period for a Eurodollar Rate Borrowing or prior to any Eurodollar Daily Floating Rate Borrowing the Administrative Agent shall
have determined (i) that Dollar deposits in the principal amounts of the Eurodollar Rate Loans or Eurodollar Daily Floating Rate
Loans comprising such Borrowing are not generally available in the market utilized to determine the applicable Eurodollar Rate
or (ii) that reasonable means do not exist for ascertaining the Eurodollar Rate or Eurodollar Daily Floating Rate, the
Administrative Agent shall, as soon as practicable thereafter, give telecopy notice of such determination to the Borrower and the
Lenders. In the event of any such determination under clauses (i) or (ii) above and after notice thereof shall have been provided
to the Borrower, until the Administrative Agent shall have advised the Borrower and the Lenders that the circumstances giving
rise to such notice no longer exist, any request by the Borrower for a Eurodollar Rate Borrowing or Eurodollar Daily Floating
Rate Borrowing pursuant to Section 2.03 shall be deemed to be a request for a Base Rate Borrowing under the applicable
requested facility (i.e., either Swingline or Revolver). Each determination by the Administrative Agent hereunder shall be made
in good faith and shall be conclusive absent manifest error; provided that the Administrative Agent shall, upon request, provide
to the Borrower a certificate setting forth in reasonable detail the basis for such determination.
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Section 2.09 Termination and Reduction of Commitments.

(a) Termination on Maturity Date. The commitment of the Swingline Lender under Section 2.01 to make Swingline
Loans and the Commitments of the Revolving Lenders shall automatically be terminated on the Maturity Date. Such
commitments may also terminate as provided in Section 2.10(c) and Article 6.

(b) Optional Termination or Reduction. Upon at least three Business Days’ prior written notice to the Administrative
Agent, the Borrower may, at any time, in whole permanently terminate, or, from time to time, in part permanently reduce, the
Total Commitments; provided, however, that (i) each partial reduction of the Total Commitments shall be in an integral multiple
of $5,000,000 and in a minimum principal amount of $5,000,000; (ii) no such termination or reduction shall be made which
would reduce the Total Commitments to an amount less than $50,000,000, unless the result of such termination or reduction is to
reduce the Total Commitments to $0; and (iii) no such termination or reduction shall reduce the Total Commitments below the
then aggregate outstanding Revolving Exposure of all Lenders. The Administrative Agent shall advise the Lenders of any notice
given pursuant to this Section 2.09(b) and of each Lender’s portion of any such termination or reduction of the Total
Commitments. Each notice delivered by the Borrower pursuant to this Section shall be irrevocable; provided that a notice of
termination of the Commitments delivered by the Borrower may state that such notice is conditioned upon the occurrence of
identified events, in which case such notice may be revoked by the Borrower (by notice to the Administrative Agent on or prior
to the specified effective date) if such condition is not satisfied. Upon the termination of the Total Commitments, the
commitment of the Swingline Lender under Section 2.01 shall also terminate.

(c) Allocation of Reduction. Each reduction in the Total Commitments hereunder shall be made ratably among the
Lenders in accordance with their respective Commitments. The Borrower shall pay to the Administrative Agent for the account
of the Lenders, on the date of each termination or reduction of the Total Commitments, the Facility Fees on the amount of the
Commitments so terminated or reduced accrued through the date of such termination or reduction.

Section 2.10 Prepayment Including Prepayment as a Result of a Change of Control.

(a) Optional Prepayment. The Borrower shall have the right at any time and from time to time to prepay any
Borrowing, in whole or in part, upon giving telecopy notice (or telephone notice promptly confirmed by telecopy) to the
Administrative Agent: (i) in the case of Eurodollar Rate Loans, before 10:00 a.m., Dallas, Texas time, three Business Days prior
to prepayment, which prepayment shall be accompanied by any amount owed under Section 8.05(e), and (ii) in the case of Base
Rate Loans or Eurodollar Daily Floating Rate Loans, before 10:00 a.m., Dallas, Texas time, one Business Day prior to
prepayment; provided, however, that each partial prepayment shall be in an amount which is an integral multiple of $1,000,000
and not less than $5,000,000. Each notice of prepayment shall specify the prepayment date and the principal amount of each
Borrowing (or portion thereof) to be prepaid, shall be irrevocable and shall commit the Borrower to prepay such Borrowing (or
portion thereof) by the amount stated therein on the date stated therein; provided that, if a notice of prepayment is given in
connection with a conditional notice of termination of the Commitments as contemplated by Section 2.09, then such notice of
prepayment may be revoked if such notice of termination is revoked in accordance with Section 2.09.
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(b) Required Prepayment upon Reduction or Termination of Commitments. On the date of any termination or
reduction of the Total Commitments pursuant to Section 2.09, the Borrower shall pay or prepay so much of the Borrowings as
shall be necessary in order that the aggregate outstanding Revolving Exposure of all Lenders will not exceed the Total
Commitments after giving effect to such termination or reduction.

(c) Prepayment Offer Required as a Result of a Change of Control. At least 15 Business Days and not more than
90 days prior to the occurrence of any Change of Control, the Borrower will give written notice thereof to each Lender. Such
notice shall contain (i) an offer by the Borrower to prepay, on the date of such Change of Control or, if such notice shall be
delivered less than 35 days prior to the date of such Change of Control, on the date 35 days after the date of such notice (the
“Prepayment Date”), all Loans made by each Lender, together with interest accrued thereon to the Prepayment Date and all
other liquidated obligations owed to such Lender under the terms hereof, (ii) the estimated amount of accrued interest, showing
in reasonable detail the calculation thereof and (iii) the Borrower’s estimate of the date on which such Change of Control shall
occur. Said offer shall be deemed to lapse as to any such Lender which has not replied affirmatively thereto in writing within
35 days of the giving of such notice. As soon as practicable (and in any event at least 24 hours) prior to such Change of Control,
the Borrower shall give written confirmation of the date thereof to each such Lender that has affirmatively replied to the notice
given pursuant to the first sentence of this Section 2.10(c). The Borrower shall, on the Prepayment Date, prepay to each Lender
that has affirmatively replied to the notice given pursuant to the first sentence of this Section 2.10(c), all Loans then held by such
Lender together with accrued interest thereon and all other liquidated obligations owed to such Lender under the terms hereof.
Thereupon, provided the Administrative Agent and Swingline Lender have agreed to reasonably satisfactory arrangements
regarding such Lender’s participation in Swingline Loans and/or Letters of Credit, each Lender that shall have received such
prepayment shall have no further obligation to make Revolving Loans or participate in Swingline Loans or Letters of Credit,
whether outstanding as of the Prepayment Date or made or issued after the Prepayment Date, and the Total Commitments shall
be reduced by the amount of each such Lender’s Commitment.

For the purposes of this Section 2.10(c), a “Change of Control” shall be deemed to occur if any New Owner shall acquire
beneficial ownership of shares in the Borrower having Voting Rights pertaining thereto which would allow such New Owner to
elect more members of the Board of Directors than could be elected by the exercise of all Voting Rights pertaining to shares in
the Borrower then owned beneficially by the Norris Family. As used in this Section 2.10(c):

“Voting Rights” pertaining to shares of a corporation means the rights to cast votes for the election of directors of such
corporation in ordinary circumstances (without consideration of voting rights which exist only in the event of contingencies).
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“Norris Family” means all persons who are lineal descendants of D.W. Norris (by birth or adoption), all spouses of such
descendants, all estates of such descendants or spouses which are in the course of administration, all trusts for the benefit of such
descendants or spouses, and all corporations or other entities in which, directly or indirectly, such descendants or spouses (either
alone or in conjunction with other such descendants or spouses) have the right, whether by ownership of stock or other equity
interests or otherwise, to direct the management and policies of such corporations or other entities (each such person, spouse,
estate, trust, corporation or entity being referred to herein as a “member” of the Norris Family). In addition, so long as any
employee stock ownership plan exercises its Voting Rights in the same manner as members of the Norris Family (exclusive of
employee stock ownership plans) who have a majority of the Voting Rights exercised by all such members of the Norris Family,
such employee stock ownership plan shall be deemed a member of the Norris Family.

“New Owner” means any Person (other than a member of the Norris Family), or any syndicate or group of Persons
(exclusive of all members of the Norris Family) which would be deemed a “person” or “group” for the purposes of Section 13(d)
of the Exchange Act, who directly or indirectly acquires shares in the Borrower.

(d) Outstandings in Excess of Commitments. If on any date of a Borrowing, any Interest Payment Date, any date of the
issuance of a Letter of Credit, any date when a Compliance Certificate is delivered under Section 5.18(g) or any other date
selected by the Administrative Agent, the aggregate Revolving Exposure of all Lenders exceeds the Total Commitments, then, in
each case, the Borrower shall, within two Business Days, repay to the Administrative Agent an amount equal to the applicable
excess.

(e) Breakage Costs and Interest. All prepayments under this Section 2.10 shall be subject to Section 8.05(e) but
otherwise without premium or penalty. All prepayments under this Section 2.10 shall be accompanied by accrued interest on the
principal amount being prepaid to the date of payment.

Section 2.11 Reserve Requirements; Increased Costs.

(a) Change in Law; Increased Cost. Notwithstanding any other provision herein, if after the date of this Agreement any
change in applicable law or regulation or in the interpretation or administration thereof by any Governmental Authority charged
with the interpretation or administration thereof (whether or not having the force of law) shall change the basis of taxation of
payments to any Issuing Bank or any Lender hereunder (except for changes in respect of taxes on the overall net income of such
Issuing Bank or such Lender or its lending office imposed by the jurisdiction in which its principal executive office or lending
office is located), or shall result in the imposition, modification or applicability of any reserve (including, without limitation, any
reserves with respect to liabilities or assets consisting of or including Eurocurrency funds or deposits), special deposit or similar
requirement against assets of, deposits with or for the account of or credit extended by any Lender or any Issuing Bank, or shall
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result in the imposition on any Lender, any Issuing Bank or any interbank market utilized to determine the rate hereunder or any
other condition affecting this Agreement, such Lender’s Commitment, any Loan made by such Lender or any Letter of Credit or
participation interest therein, and the result of any of the foregoing shall be to increase the cost to such Lender or such Issuing
Bank of making or maintaining any Loan or issuing, maintaining or participating in any Letter of Credit or to reduce the amount
of any sum received or receivable by such Lender or Issuing Bank hereunder (whether of principal, interest or otherwise) by an
amount deemed by such Lender or the Issuing Bank to be material, then the Borrower shall, upon receipt of the notice and
certificate provided for in Section 2.11(c), promptly pay to such Lender or Issuing Bank, as applicable, such additional amount or
amounts as will compensate such Lender or Issuing Bank for such additional costs incurred or reduction suffered.

(b) Capital Adequacy. If any Lender or any Issuing Bank shall have determined that the adoption after the date hereof
of any other law, rule, regulation or guideline regarding capital adequacy, or any change in any of the foregoing or in the
interpretation or administration of any of the foregoing by any Governmental Authority, central bank or comparable agency
charged with the interpretation or administration thereof, or compliance by any Lender (or any lending office of such Lender) or
any Issuing Bank or any Lender’s or any Issuing Bank’s holding company with any request or directive regarding capital
adequacy (whether or not having the force of law) of any such authority, central bank or comparable agency, has or would have
the effect of reducing the rate of return on such Lender’s or Issuing Bank’s capital or on the capital of such Lender’s or Issuing
Bank’s holding company, if any, as a consequence of this Agreement, such Lender’s Commitment, the Loans made by such
Lender pursuant hereto, or any Letter of Credit or participation interest therein to a level below that which such Lender or Issuing
Bank or such Lender’s or Issuing Bank’s holding company could have achieved but for such adoption, change or compliance
(taking into consideration such Lender’s or Issuing Bank’s policies and the policies of such Lender’s or Issuing Bank’s holding
company with respect to capital adequacy) by an amount deemed by such Lender or Issuing Bank to be material, then from time
to time such additional amount or amounts as will compensate such Lender or Issuing Bank for any such reduction suffered will
be paid by the Borrower to such Lender or Issuing Bank, as applicable.

(c) Delivery of Certificate. A certificate of each affected party setting forth such amount or amounts as shall be
necessary to compensate such party or its holding company as specified in paragraph (a) or (b) above, as the case may be, and
containing an explanation in reasonable detail of the manner in which such amount or amounts shall have been determined, shall
be delivered to the Borrower, and shall be conclusive absent manifest error. The Borrower shall pay each Lender and each
Issuing Bank, as applicable, the amount shown as due on any such certificate delivered by it within 10 Business Days after its
receipt of the same. Each Lender and each Issuing Bank shall give prompt notice to the Borrower of any event of which it has
knowledge, occurring after the date hereof, that it has determined will require compensation by the Borrower pursuant to this
Section; provided, however, that failure by such Lender or Issuing Bank to give such notice shall not constitute a waiver of such
party’s right to demand compensation hereunder.
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(d) No Waiver. Failure on the part of any party to demand compensation for any increased costs or reduction in
amounts received or receivable or reduction in return on capital of the type described in paragraph (a) or (b) of this Section 2.11
with respect to any period shall not constitute a waiver of such party’s right to demand compensation with respect to such period
or any other period; provided, however, that neither any Lender nor any Issuing Bank shall be entitled to compensation under
this Section 2.11 for any costs incurred or reductions suffered with respect to any date unless it shall have notified the Borrower
that it will demand compensation for such costs or reductions under paragraph (c) above not more than 90 days after the later of
(i) such date and (ii) the date on which it shall have become aware of such costs or reductions. The protection of this Section
shall be available to each Lender and each Issuing Bank regardless of any possible contention of the invalidity or inapplicability
of the law, rule, regulation, guideline or other change or condition which shall have occurred or been imposed.

(e) Survival. All of the Borrower’s obligations under this Section 2.11 shall survive termination of the Total
Commitments and repayment of all other obligations of the Borrower under this Agreement until two years after such
termination.

Section 2.12 Illegality. Notwithstanding any other provision herein, if any change in any law or regulation or in the
interpretation thereof by any Governmental Authority charged with the administration or interpretation thereof shall make it
unlawful for any Lender to make or maintain any Eurodollar Rate Loan or to give effect to its obligations as contemplated hereby
with respect to any Eurodollar Rate Loan, then, by written notice to the Borrower and to the Administrative Agent, such Lender
may:

(i) declare that the applicable Eurodollar Rate Loans will not thereafter be made by such Lender hereunder,
whereupon any request for such a Eurodollar Rate Borrowing shall, as to such Lender only, be deemed a request for a Base Rate
Loan unless such declaration shall be subsequently withdrawn (any Lender delivering such a declaration hereby agreeing to
withdraw such declaration promptly upon determining that such event of illegality no longer exists); and

(ii) require that all outstanding Eurodollar Rate Loans affected by the illegality made by it be Converted to Base
Rate Loans, in which event all such Eurodollar Rate Loans shall be automatically Converted to Base Rate Loans as of the
effective date of such notice as provided below.

In the event any Lender shall exercise its rights under clauses (i) or (ii) above, all payments and prepayments of principal
which would otherwise have been applied to repay the affected Eurodollar Rate Loans that would have been made by such
Lender or the Converted Eurodollar Rate Loans of such Lender shall instead be applied to repay the Base Rate Loans made by
such Lender in lieu of, or resulting from the Conversion of, such Eurodollar Rate Loans. For purposes of this Section 2.12, a
notice by any Lender shall be effective as to each Eurodollar Rate Loan, if lawful, on the last day of the Interest Period currently
applicable to such Eurodollar Rate Loan; in all other cases such notice shall be effective on the date of receipt.
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Section 2.13 Pro Rata Treatment. Each Borrowing, each payment or prepayment of principal of any Borrowing, each
payment of interest on the Loans, each payment of the Facility Fees and Letter of Credit Fees, each Conversion or Continuation
of any Loans, and each reduction of the Total Commitments shall be allocated pro rata among the Lenders in accordance with
their respective Commitments (or, if such Commitments shall have expired or been terminated, in accordance with the Revolving
Exposure of each Lender), except: (a) as required under Sections 2.12 and 2.15 or as otherwise expressly provided herein;
(b) with respect to Swingline Loan Borrowings and Swingline Loans; and (c) if interest shall accrue on any portion of a
Borrowing held by a Lender at a rate different from the rate applicable to the other Lenders, payment and distribution of interest
shall be based on the respective accrual rates applicable to such Borrowing.

Section 2.14 Sharing of Payments by Lenders. If any Lender shall, by exercising any right of setoff or counterclaim or
otherwise, obtain payment in respect of any principal of or interest on any of the Loans made by it, or the participations in L/C
Obligations or in Swingline Loans held by it, resulting in such Lender’s receiving payment of a proportion of the aggregate
amount of such Loans or participations and accrued interest thereon greater than its pro rata share thereof as provided herein,
then the Lender receiving such greater proportion shall (a) notify the Administrative Agent of such fact, and (b) purchase (for
cash at face value) participations in the Loans and subparticipations in L/C Obligations and Swingline Loans of the other
Lenders, or make such other adjustments as shall be equitable, so that the benefit of all such payments shall be shared by the
Lenders ratably in accordance with the aggregate amount of principal of and accrued interest on their respective Loans and other
amounts owing them, provided that:

(i) if any such participations or subparticipations are purchased and all or any portion of the payment giving rise
thereto is recovered, such participations or subparticipations shall be rescinded and the purchase price restored to the extent of
such recovery, without interest; and

(ii) the provisions of this Section shall not be construed to apply to (x) any payment made by the Borrower
pursuant to and in accordance with the express terms of this Agreement or (y) any payment obtained by a Lender as
consideration for the assignment of or sale of a participation in any of its Loans or subparticipations in L/C Obligations or
Swingline Loans to any assignee or participant, other than to the Borrower or any Subsidiary thereof (as to which the provisions
of this Section shall apply).

The Borrower consents to the foregoing and agrees, to the extent it may effectively do so under applicable law, that any
Lender acquiring a participation pursuant to the foregoing arrangements may exercise against the Borrower rights of setoff and
counterclaim with respect to such participation as fully as if such Lender were a direct creditor of the Borrower in the amount of
such participation.
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Section 2.15 Payments Generally. All payments to be made by the Borrower shall be made without condition or deduction
for any counterclaim, defense, recoupment or setoff. Except as otherwise expressly provided herein and except with respect to
principal of and interest on L/C Obligations denominated in an Alternative Currency, all payments by the Borrower hereunder
shall be made to the Administrative Agent, for the account of the respective Lenders to which such payment is owed, at the
applicable Administrative Agent’s Office in Dollars and in Same Day Funds not later than 11:00 a.m., Dallas, Texas time, on the
date specified herein. Except as otherwise expressly provided herein, all payments by the Borrower hereunder with respect to
principal and interest on L/C Obligations denominated in an Alternative Currency shall be made to the Administrative Agent, for
the account of the respective Lenders to which such payment is owed, at the applicable Administrative Agent’s Office in such
Alternative Currency and in Same Day Funds not later than the Applicable Time specified by the Administrative Agent on the
dates specified herein. Without limiting the generality of the foregoing, the Administrative Agent may require that any payments
due under this Agreement be made in the United States. If, for any reason, the Borrower is prohibited by any applicable law from
making any required payment hereunder with respect to L/C Obligations in an Alternative Currency, the Borrower shall make
such payment in Dollars in the Dollar Equivalent of the Alternative Currency payment amount. The Administrative Agent will
promptly distribute to each Lender its Applicable Percentage (or other applicable share as provided herein) of each payment
hereunder in like funds as received by wire transfer to such Lender’s Lending Office. All payments received by the
Administrative Agent (i) after 11:00 a.m., Dallas, Texas time, in the case of payments in Dollars, or (ii) after the Applicable Time
specified by the Administrative Agent in the case of payments in an Alternative Currency, shall in each case be deemed received
on the next succeeding Business Day and any applicable interest or fee shall continue to accrue. If any payment to be made by
the Borrower shall come due on a day other than a Business Day, payment shall be made on the next following Business Day,
and such extension of time shall be reflected in computing interest or fees, as the case may be.

Section 2.16 Taxes.

(a) Payments Free of Taxes. Any and all payments by or on account of any obligation of the Borrower hereunder or
under any other Loan Document shall be made free and clear of and without reduction or withholding for any Indemnified Taxes
or Other Taxes, provided that if the Borrower shall be required by applicable law to deduct any Indemnified Taxes (including any
Other Taxes) from such payments, then (i) the sum payable shall be increased as necessary so that after making all required
deductions (including deductions applicable to additional sums payable under this Section) the Administrative Agent, Lender or
L/C Issuer, as the case may be, receives an amount equal to the sum it would have received had no such deductions been made,
(ii) the Borrower shall make such deductions and (iii) the Borrower shall timely pay the full amount deducted to the relevant
Governmental Authority in accordance with applicable law.

(b) Payment of Other Taxes by the Borrower. Without limiting the provisions of subsection (a) above, the Borrower
shall timely pay any Other Taxes to the relevant Governmental Authority in accordance with applicable law.

(c) Indemnification by the Borrower. The Borrower shall indemnify the Administrative Agent, each Lender and each
Issuing Bank, within 20 Business Days after demand therefor, for the full amount of any Indemnified Taxes or Other Taxes
(including Indemnified Taxes or Other Taxes imposed or asserted on or attributable to amounts payable under this Section) paid
by the Administrative Agent, such Lender or such Issuing Bank, as the case may be, and any penalties, interest and reasonable
expenses arising therefrom or with respect thereto, whether or not such Indemnified Taxes or Other Taxes were correctly or
legally imposed or asserted by the relevant Governmental Authority. A certificate as to the amount of such payment or liability
delivered to the Borrower by a Lender or an Issuing Bank (with a copy to the Administrative Agent), or by the Administrative
Agent on its own behalf or on behalf of a Lender or an Issuing Bank, shall be conclusive absent manifest error.
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(d) Evidence of Payments. As soon as practicable after any payment of Indemnified Taxes or Other Taxes by the
Borrower to a Governmental Authority, the Borrower shall deliver to the Administrative Agent the original or a certified copy of
a receipt issued by such Governmental Authority evidencing such payment, a copy of the return reporting such payment or other
evidence of such payment reasonably satisfactory to the Administrative Agent.

(e) Status of Lenders. Any Foreign Lender that is entitled to an exemption from or reduction of withholding tax under
the law of the jurisdiction in which the Borrower is resident for tax purposes, or any treaty to which such jurisdiction is a party,
with respect to payments hereunder or under any other Loan Document shall deliver to the Borrower (with a copy to the
Administrative Agent), at the time or times prescribed by applicable law or reasonably requested by the Borrower or the
Administrative Agent, such properly completed and executed documentation prescribed by applicable law as will permit such
payments to be made without withholding or at a reduced rate of withholding. In addition, any Lender, if requested by the
Borrower or the Administrative Agent, shall deliver such other documentation prescribed by applicable law or reasonably
requested by the Borrower or the Administrative Agent as will enable the Borrower or the Administrative Agent to determine
whether or not such Lender is subject to backup withholding or information reporting requirements.

Without limiting the generality of the foregoing, in the event that the Borrower is resident for tax purposes in the United
States, any Foreign Lender shall deliver to the Borrower and the Administrative Agent (in such number of copies as shall be
requested by the recipient) on or prior to the date on which such Foreign Lender becomes a Lender under this Agreement (and
from time to time thereafter upon the request of the Borrower or the Administrative Agent, but only if such Foreign Lender is
legally entitled to do so), whichever of the following is applicable:

(i) duly completed copies of Internal Revenue Service Form W-8BEN claiming eligibility for benefits of an
income tax treaty to which the United States is a party,

(ii) duly completed copies of Internal Revenue Service Form W-8ECI,

(iii) in the case of a Foreign Lender claiming the benefits of the exemption for portfolio interest under section
881(c) of the Code, (x) a certificate to the effect that such Foreign Lender is not (A) a “bank” within the meaning of section
881(c)(3)(A) of the Code, (B) a “10 percent shareholder” of the Borrower within the meaning of section 881(c)(3)(B) of the
Code, or (C) a “controlled foreign corporation” described in section 881(c)(3)(C) of the Code and (y) duly completed copies of
Internal Revenue Service Form W-8BEN, or

(iv) any other form prescribed by applicable law as a basis for claiming exemption from or a reduction in United
States Federal withholding tax duly completed, together with such supplementary documentation as may be prescribed by
applicable law to permit the Borrower to determine the withholding or deduction required to be made.
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(f) Treatment of Certain Refunds. If the Administrative Agent, any Lender or any Issuing Bank determines, in its sole
discretion, that it has received a refund of any Taxes or Other Taxes as to which it has been indemnified by the Borrower or with
respect to which the Borrower has paid additional amounts pursuant to this Section, it shall pay to the Borrower an amount equal
to such refund (but only to the extent of indemnity payments made, or additional amounts paid, by the Borrower under this
Section with respect to the Taxes or Other Taxes giving rise to such refund), net of all out-of-pocket expenses of the
Administrative Agent, such Lender or such Issuing Bank, as the case may be, and without interest (other than any interest paid
by the relevant Governmental Authority with respect to such refund), provided that the Borrower, upon the request of the
Administrative Agent, such Lender or such Issuing Bank, agrees to repay the amount paid over to the Borrower (plus any
penalties, interest or other charges imposed by the relevant Governmental Authority) to the Administrative Agent, such Lender
or such Issuing Bank in the event the Administrative Agent, such Lender or such Issuing Bank is required to repay such refund to
such Governmental Authority. This subsection shall not be construed to require the Administrative Agent, any Lender or any
Issuing Bank to make available its tax returns (or any other information relating to its taxes that it deems confidential) to the
Borrower or any other Person.

(g) Survival. Without prejudice to the survival of any other agreement contained herein, the agreements and
obligations contained in this Section 2.16 shall survive the payment in full of all other obligations of the Borrower under this
Agreement and the termination of the Total Commitments hereunder.

Section 2.17 Intentionally Omitted.

Section 2.18 Payments by Borrower; Presumption by Administrative Agent. Unless the Administrative Agent shall have
received notice from the Borrower prior to the date on which any payment is due to the Administrative Agent for the account of
the Lenders or any Issuing Bank hereunder that the Borrower will not make such payment, the Administrative Agent may
assume that the Borrower has made such payment on such date in accordance herewith and may, in reliance upon such
assumption, distribute to the Lenders or such Issuing Bank, as the case may be, the amount due. In such event, if the Borrower
has not in fact made such payment, then each of the Lenders or Issuing Banks, as the case may be, severally agrees to repay to
the Administrative Agent forthwith on demand the amount so distributed to such Lender or such Issuing Bank, in immediately
available funds with interest thereon, for each day from and including the date such amount is distributed to it to but excluding
the date of payment to the Administrative Agent, at the greater of the Federal Funds Rate and a rate determined by the
Administrative Agent in accordance with banking industry rules on interbank compensation. A notice of the Administrative
Agent to any Lender or any Issuing Bank with respect to any amount owing under this subsection shall be conclusive, absent
manifest error.
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Section 2.19 Letters of Credit.

(a) The Letter of Credit Commitment.

(i) Subject to the terms and conditions set forth herein, the Borrower may request the issuance of Letters of Credit
for its own account or for the account of any Subsidiary and for its or a Subsidiary’s benefit, payable in any Available Currency
in a form reasonably acceptable to the Administrative Agent and the applicable Issuing Bank, at any time on any Business Day
and from time to time on and after the date hereof until the earlier of the Letter of Credit Expiration Date or the termination of
the Commitments hereunder. If the Borrower requests Bank of America to issue a Letter of Credit, Bank of America agrees, in
reliance upon the agreements of the Lenders set forth in this Section 2.19, to issue the Letter of Credit subject to the terms and
conditions of this Agreement (including without limitation those contained in this Section 2.19 below and those contained in
Section 4.01) and provided that (i) the terms and provisions of such Letter of Credit are reasonably satisfactory to Bank of
America and otherwise comply with the terms hereof and (ii) such Letter of Credit is issued pursuant to such documentation as
Bank of America may reasonably require. The Borrower may request any Issuing Bank to issue a Letter of Credit; provided that
after giving effect to any L/C Credit Extension with respect to any Letter of Credit, (x) the total Revolving Exposure of all
Revolving Lenders shall not exceed the Total Commitments, and (y) the Revolving Exposure of a Revolving Lender shall not
exceed such Revolving Lender’s Commitment. Each request by the Borrower for the issuance or amendment of a Letter of Credit
shall be deemed to be a representation by the Borrower that the L/C Credit Extension so requested complies with the conditions
set forth in the proviso to the preceding sentence. Within the foregoing limits, and subject to the terms and conditions hereof, the
Borrower’s ability to obtain Letters of Credit shall be fully revolving, and accordingly the Borrower may, during the foregoing
period, obtain Letters of Credit to replace Letters of Credit that have expired or that have been drawn upon and reimbursed. All
Existing Letters of Credit shall be deemed to have been issued pursuant hereto, and from and after the Effective Date shall be
subject to and governed by the terms and conditions hereof.

(ii) No Issuing Bank shall issue any Letter of Credit if the expiry date of such requested Letter of Credit would
occur after the Letter of Credit Expiration Date, unless all the Lenders have approved such expiry date.

(iii) No Issuing Bank shall be under any obligation to issue any Letter of Credit if:

(A) any order, judgment or decree of any Governmental Authority or arbitrator shall by its terms purport to
enjoin or restrain such Issuing Bank from issuing such Letter of Credit, or any law applicable to such Issuing Bank or any request
or directive (whether or not having the force of law) from any Governmental Authority with jurisdiction over such Issuing Bank
(x) shall prohibit, or request that such Issuing Bank refrain from, the issuance of letters of credit generally or such Letter of
Credit in particular, (y) shall impose upon such Issuing Bank with respect to such Letter of Credit any restriction, reserve or
capital requirement (for which such Issuing Bank is not otherwise compensated hereunder) not in effect on the Effective Date, or
(z) shall impose upon such Issuing Bank any unreimbursed loss, cost or expense which was not applicable on the Effective Date
and which such Issuing Bank in good faith deems material to it, provided that, in the cases of clauses (y) and (z), such Issuing
Bank shall have provided written notice to Borrower of its refusal to issue any Letter of Credit and the specific reasons therefor
and Borrower shall not have compensated such Issuing Bank for the imposition of such restriction, reserve or capital requirement
or reimbursed such Issuing Bank for such loss, cost or expense, as applicable;
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(B) the issuance of such Letter of Credit would violate one or more policies of the Issuing Bank which are of
general application;

(C) except as otherwise agreed by the Administrative Agent and such Issuing Bank, such Letter of Credit is
to be denominated in a currency other than Dollars or an Alternative Currency;

(D) such Issuing Bank does not as of the issuance date of such requested Letter of Credit issue Letters of
Credit in the requested currency;

(E) such Letter of Credit contains any provisions for automatic reinstatement of the stated amount after any
drawing thereunder; or

(F) a default of any Lender’s obligations to fund under Section 2.01 or Section 2.02 exists or any Lender is
at such time a Defaulting Lender hereunder, unless the Administrative Agent has entered into satisfactory arrangements with the
Borrower or such Lender to eliminate the risk with respect to such Lender.

(iv) No Issuing Bank shall amend any Letter of Credit if the Issuing Bank would not be permitted at such time to
issue such Letter of Credit in its amended form under the terms hereof.

(v) No Issuing Bank shall be under any obligation to amend any Letter of Credit if (A) the Issuing Bank would
have no obligation at such time to issue such Letter of Credit in its amended form under the terms hereof, or (B) the beneficiary
of such Letter of Credit does not accept the proposed amendment to such Letter of Credit.

(b) Procedures for Issuance and Amendment of Letters of Credit; Auto-Extension Letters of Credit.

(i) Each Letter of Credit shall be issued or amended, as the case may be, upon the request of the Borrower
delivered to the applicable Issuing Bank and the Administrative Agent in the form of a Letter of Credit Application,
appropriately completed and signed by a Senior Financial Officer of the Borrower. Such Letter of Credit Application must be
received by the applicable Issuing Bank and the Administrative Agent not later than 10:00 a.m. (Dallas, Texas time) at least two
Business Days (or such later date and time as the Administrative Agent and the applicable Issuing Bank may agree in a particular
instance in their sole discretion) prior to the proposed issuance date or date of amendment, as the case may be. In the case of a
request for an initial issuance of a Letter of Credit, such Letter of Credit Application shall specify in form and detail satisfactory
to the applicable Issuing Bank and the Administrative Agent: (A) the proposed issuance date of the requested Letter of Credit
(which shall be a Business Day); (B) the amount and currency thereof; (C) the expiry date thereof; (D) the name and address of
the beneficiary thereof; (E) the documents to be presented by such beneficiary in case of any drawing thereunder; (F) the full text
of any certificate to be presented by such beneficiary in case of any drawing thereunder; and (G) such other matters as the
applicable Issuing Bank may reasonably require. In the case of a request for an amendment of any outstanding Letter of Credit,
such Letter of Credit Application shall specify in form and detail satisfactory to the applicable Issuing Bank: (A) the Letter of
Credit to be amended; (B) the proposed date of amendment thereof (which shall be a Business Day); (C) the nature of the
proposed amendment; and (D) such other matters as such Issuing Bank may reasonably require. Additionally, the Borrower shall
furnish to the applicable Issuing Bank and the Administrative Agent such other documents and information pertaining to such
requested Letter of Credit issuance or amendment, including any Issuer Documents, as such Issuing Bank or the Administrative
Agent may reasonably require.
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(ii) Promptly after receipt of any Letter of Credit Application, the applicable Issuing Bank will confirm with the
Administrative Agent (by telephone or in writing) that the Administrative Agent has received a copy of such Letter of Credit
Application from the Borrower and, if not, such Issuing Bank will provide the Administrative Agent with a copy thereof. Unless
the Issuing Bank has received written notice from any Lender, the Administrative Agent or any Obligated Party, at least one
Business Day prior to the requested date of issuance or amendment of the applicable Letter of Credit, that one or more applicable
conditions contained in Article 4 shall not then be satisfied, then, subject to the terms and conditions hereof, such Issuing Bank
may, on the requested date, issue a Letter of Credit for the account of the Borrower (or the applicable Subsidiary) or enter into
the applicable amendment, as the case may be, in each case in accordance with such Issuing Bank’s usual and customary
business practices. Immediately upon the issuance of each Letter of Credit, and without any further action on the part of the
applicable Issuing Bank or the Lenders, the applicable Issuing Bank grants to each Revolving Lender, and each Revolving
Lender shall be deemed to, and hereby irrevocably and unconditionally agrees to, purchase from such Issuing Bank a risk
participation in such Letter of Credit in an amount equal to the product of such Lender’s Applicable Percentage times the
aggregate amount available to be drawn under such Letter of Credit.

(iii) If the Borrower so requests in any applicable Letter of Credit Application, the applicable Issuing Bank may,
in its sole and absolute discretion, agree to issue a Letter of Credit that has automatic extension provisions (each, an “Auto-
Extension Letter of Credit”); provided that any such Auto-Extension Letter of Credit must permit such Issuing Bank to prevent
any such extension at least once in each twelve-month period (commencing with the date of issuance of such Letter of Credit) by
giving prior notice to the beneficiary thereof not later than a day (the “Non-Extension Notice Date”) in each such twelve-month
period to be agreed upon at the time such Letter of Credit is issued. Unless otherwise directed by such Issuing Bank, the
Borrower shall not be required to make a specific request to such Issuing Bank for any such extension. Once an Auto-Extension
Letter of Credit has been issued, the Lenders shall be deemed to have authorized (but may not require) such Issuing Bank to
permit the extension of such Letter of Credit at any time to an expiry date not later than the Letter of Credit Expiration Date;
provided, however, that the applicable Issuing Bank shall not permit any such extension if (A) such Issuing Bank has determined
that it would not be permitted, or would have no obligation, at such time to issue such Letter of Credit in its revised form (as
extended) under the terms hereof (by reason of the provisions of clause (ii) or (iii) of Section 2.19(a) or otherwise), or (B) it has
received notice (which may be by telephone or in writing) on or before the day that is five Business Days before the Non-
Extension Notice Date from the Administrative Agent, any Lender or the Borrower that one or more of the applicable conditions
specified in Article 4 is not then satisfied, and in each such case directing the Issuing Bank not to permit such extension.
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(iv) If the Borrower so requests in any applicable Letter of Credit Application, the applicable Issuing Bank may,
in its sole and absolute discretion, agree to issue a Letter of Credit that permits the automatic reinstatement of all or a portion of
the stated amount thereof after any drawing thereunder (each, an “Auto-Reinstatement Letter of Credit”). Unless otherwise
directed by the applicable Issuing Bank, the Borrower shall not be required to make a specific request to such Issuing Bank to
permit such reinstatement. Once an Auto-Reinstatement Letter of Credit has been issued, except as provided in the following
sentence, the Lenders shall be deemed to have authorized (but may not require) such Issuing Bank to reinstate all or a portion of
the stated amount thereof in accordance with the provisions of such Letter of Credit. Notwithstanding the foregoing, if such
Auto-Reinstatement Letter of Credit permits such Issuing Bank to decline to reinstate all or any portion of the stated amount
thereof after a drawing thereunder by giving notice of such non-reinstatement within a specified number of days after such
drawing (the “Non-Reinstatement Deadline”), the Issuing Bank shall not permit such reinstatement if it has received a notice
(which may be by telephone or in writing) on or before the day that is five Business Days before the Non-Reinstatement
Deadline from the Administrative Agent, any Lender or the Borrower that one or more of the applicable conditions specified in
Article 4 is not then satisfied (treating such reinstatement as an L/C Credit Extension for purposes of this clause) and, in each
case, directing the Issuing Bank not to permit such reinstatement.

(v) Promptly after its delivery of any Letter of Credit or any amendment to a Letter of Credit to an advising bank
with respect thereto or to the beneficiary thereof, the applicable Issuing Bank will also deliver to the Borrower and the
Administrative Agent a true and complete copy of such Letter of Credit or amendment.

(c) Drawings and Reimbursements; Funding of Participations.

(i) Upon receipt from the beneficiary of any Letter of Credit of any notice of a drawing under such Letter of
Credit, the applicable Issuing Bank shall notify the Borrower and the Administrative Agent thereof. In the case of a Letter of
Credit denominated in an Alternative Currency, the Borrower shall reimburse such Issuing Bank in such Alternative Currency,
unless (A) such Issuing Bank (at its option) shall have specified in such notice that it will require reimbursement in Dollars, or
(B) in the absence of any such requirement for reimbursement in Dollars, the Borrower shall have notified such Issuing Bank
promptly following receipt of the notice of drawing that the Borrower will reimburse such Issuing Bank in Dollars. In the case of
any such reimbursement in Dollars of a drawing under a Letter of Credit denominated in an Alternative Currency, such Issuing
Bank shall notify the Borrower of the Dollar Equivalent of the amount of the drawing promptly following the determination
thereof. Not later than 11:00 a.m. (Dallas, Texas time) on the date of any payment by such Issuing Bank under a Letter of Credit
to be reimbursed in Dollars, or the Applicable Time on the date of any payment by such Issuing Bank under a Letter of Credit to
be reimbursed in an Alternative Currency (each such date, an “Honor Date”), the Borrower shall reimburse such Issuing Bank
through the Administrative Agent in an amount equal to the amount of such drawing and in the applicable currency if Borrower
has received such notice prior to 9:00 a.m. (Dallas, Texas time) on such date, or, if such notice has not been received by the
Borrower prior to such time on such date, then not later than 11:00 a.m. (Dallas, Texas time) on (i) the Business Day that the
Borrower receives such notice, if such notice is received prior to 9:00 a.m. (Dallas, Texas time) on the day of receipt, or (ii) the
Business Day immediately following the day that the Borrower receives such notice, if such notice is not received prior to such
time on the day of receipt. If the Borrower fails to so reimburse such Issuing Bank by such time, the Administrative Agent shall
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promptly notify each Lender of the Honor Date, the amount of the unreimbursed drawing (expressed in Dollars in the amount of
the Dollar Equivalent thereof in the case of a Letter of Credit denominated in an Alternative Currency) (the “Unreimbursed
Amount”), and the amount of such Lender’s Applicable Percentage thereof. In such event, the Borrower shall be deemed to have
requested a Borrowing of Revolving Loans as Base Rate Loans to be disbursed on the Honor Date (or such later date as may be
specified for reimbursement in this Section 2.19(c)(i)) in an amount equal to the Unreimbursed Amount, without regard to the
minimum and multiples specified in Section 2.01 for the principal amount of Base Rate Loans, but subject to the amount of the
unutilized portion of the Total Commitments and the conditions set forth in Section 4.01 (other than the delivery of a Borrowing
Request). Any notice given by the applicable Issuing Bank or the Administrative Agent pursuant to this Section 2.19(c)(i) may be
given by telephone if immediately confirmed in writing; provided that the lack of such an immediate confirmation shall not
affect the conclusiveness or binding effect of such notice.

(ii) Each Lender shall upon any notice pursuant to Section 2.19(c)(i) make funds available to the Administrative
Agent for the account of the applicable Issuing Bank, in Dollars, at the Administrative Agent’s office for Dollar-denominated
payments in an amount equal to its Applicable Percentage of the Unreimbursed Amount not later than 1:00 p.m. (Dallas, Texas
time) on the Business Day specified in such notice by the Administrative Agent, whereupon, subject to the provisions of
Section 2.19(c)(iii), each Lender that so makes funds available shall be deemed to have made a Base Rate Loan to the Borrower
in such amount. The Administrative Agent shall remit the funds so received to the applicable Issuing Bank in Dollars.

(iii) With respect to any Unreimbursed Amount that is not fully refinanced by a Borrowing of Revolving Loans
because the conditions set forth in Section 4.01 cannot be satisfied or for any other reason, the Borrower shall be deemed to have
incurred from the applicable Issuing Bank an L/C Borrowing in the amount of the Unreimbursed Amount that is not so
refinanced, which L/C Borrowing shall be due and payable on demand (together with interest) and shall bear interest at the
default rate pursuant to Section 2.07. In such event, each Lender’s payment to the Administrative Agent for the account of the
Issuing Bank pursuant to Section 2.19(c)(ii) shall be deemed payment in respect of its participation in such L/C Borrowing and
shall constitute an L/C Advance from such Lender in satisfaction of its participation obligation under this Section 2.19.

(iv) Until each Lender funds its Loan or L/C Advance pursuant to this Section 2.19(c) to reimburse the applicable
Issuing Bank for any amount drawn under any Letter of Credit, interest in respect of such Lender’s Applicable Percentage of
such amount shall be solely for the account of such Issuing Bank.

(v) Each Lender’s obligation to make Loans or L/C Advances to reimburse the applicable Issuing Bank for
amounts drawn under Letters of Credit, as contemplated by this Section 2.19(c), shall be absolute and unconditional and shall not
be affected by any circumstance, including (A) any setoff, counterclaim, recoupment, defense or other right which such Lender
may have against such Issuing Bank, the Borrower, any Subsidiary or any other Person for any reason whatsoever; (B) the
occurrence or continuance of a Default, or (C) any other occurrence, event or condition, whether or not similar to any of the
foregoing; provided, however, that each Lender’s obligation to make Loans pursuant to this Section 2.19(c) is subject to the
conditions set forth in Section 4.01 (other than delivery by the Borrower of a Borrowing Request). No such making of an L/C
Advance shall relieve or otherwise impair the obligation of the Borrower to reimburse the applicable Issuing Bank for the
amount of any payment made by such Issuing Bank under any Letter of Credit, together with interest as provided herein.
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(vi) If any Lender fails to make available to the Administrative Agent for the account of the applicable Issuing
Bank any amount required to be paid by such Lender pursuant to the foregoing provisions of this Section 2.19(c) by the time
specified in Section 2.19(c)(ii), such Issuing Bank shall be entitled to recover from such Lender (acting through the
Administrative Agent), on demand, such amount with interest thereon for the period from the date such payment is required to
the date on which such payment is immediately available to such Issuing Bank at a rate per annum equal to the applicable
Overnight Rate from time to time in effect. A certificate of such Issuing Bank submitted to any Lender (through the
Administrative Agent) with respect to any amounts owing under this clause (vi) shall be conclusive absent manifest error.

(vii) Each L/C Disbursement shall bear interest at a rate per annum equal to the Base Rate for the period from and
including the date of such L/C Disbursement to but excluding the earliest to occur of (A) the date on which the Borrower
reimburses the applicable Issuing Bank pursuant to Section 2.19(c)(i) in the amount of such L/C Disbursement, (B) the date on
which such L/C Disbursement is refinanced by a Revolving Loan Borrowing pursuant to Section 2.19(c)(i) and (C) the date on
which such L/C Disbursement becomes an L/C Borrowing. Such interest shall be payable on the next succeeding Interest
Payment Date.

(d) Repayment of Participations.

(i) At any time after the applicable Issuing Bank has made a payment under any Letter of Credit and has received
from any Lender such Lender’s L/C Advance in respect of such payment in accordance with Section 2.19(c), if the
Administrative Agent receives for the account of such Issuing Bank any payment in respect of the related Unreimbursed Amount
or interest thereon (whether directly from the Borrower or otherwise, including proceeds of Cash Collateral applied thereto by
the Administrative Agent), the Administrative Agent will distribute to such Lender its Applicable Percentage thereof
(appropriately adjusted, in the case of interest payments, to reflect the period of time during which such Lender’s L/C Advance
was outstanding) in Dollars and in the same funds as those received by the Administrative Agent.

(ii) If any payment received by the Administrative Agent for the account of the applicable Issuing Bank pursuant
to Section 2.19(c)(i) is required to be returned under any of the circumstances described in Section 8.19 (including pursuant to
any settlement entered into by such Issuing Bank in its discretion), each Lender shall pay to the Administrative Agent for the
account of such Issuing Bank its Applicable Percentage thereof on demand of the Administrative Agent, plus interest thereon
from the date of such demand to the date such amount is returned by such Lender, at a rate per annum equal to the applicable
Overnight Rate from time to time in effect. The obligations of the Lenders under this clause shall survive the payment in full of
all obligations hereunder and the termination of this Agreement.
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(e) Obligations Absolute. The obligation of the Borrower to reimburse the applicable Issuing Bank for each drawing
under each Letter of Credit and to repay each L/C Borrowing shall be absolute, unconditional and irrevocable, and shall be paid
strictly in accordance with the terms of this Agreement under all circumstances, including the following:

(i) any lack of validity or enforceability of such Letter of Credit, this Agreement, or any other Loan Document;

(ii) the existence of any claim, counterclaim, setoff, defense or other right that the Borrower or any Subsidiary
may have at any time against any beneficiary or any transferee of such Letter of Credit (or any Person for whom any such
beneficiary or any such transferee may be acting), such Issuing Bank or any other Person, whether in connection with this
Agreement, the transactions contemplated hereby or by such Letter of Credit or any agreement or instrument relating thereto, or
any unrelated transaction;

(iii) any draft, demand, certificate or other document presented under such Letter of Credit proving to be forged,
fraudulent, invalid or insufficient in any respect or any statement therein being untrue or inaccurate in any respect; or any loss or
delay in the transmission or otherwise of any document required in order to make a drawing under such Letter of Credit;

(iv) any payment by the applicable Issuing Bank under such Letter of Credit against presentation of a draft or
certificate that does not strictly comply with the terms of such Letter of Credit; or any payment made by the applicable Issuing
Bank under such Letter of Credit to any Person purporting to be a trustee in bankruptcy, debtor-in-possession, assignee for the
benefit of creditors, liquidator, receiver or other representative of or successor to any beneficiary or any transferee of such Letter
of Credit, including any arising in connection with any proceeding under the Bankruptcy Code of the United States or any other
liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership,
insolvency, reorganization, or similar debtor relief laws of the United States or other applicable jurisdictions from time to time in
effect and affecting the rights of creditors;

(v) any adverse change in the relevant exchange rates or in the availability of the relevant Available Currency to
the Borrower or any Subsidiary or in the relevant currency markets generally; or

(vi) any other circumstance or happening whatsoever, whether or not similar to any of the foregoing, including
any other circumstance that might otherwise constitute a defense available to, or a discharge of, the Borrower or any Subsidiary.

The Borrower shall promptly examine a copy of each Letter of Credit and each amendment thereto that is delivered to it
and, in the event of any claim of noncompliance with the Borrower’s instructions or other irregularity, the Borrower will
immediately notify the applicable Issuing Bank. The Borrower shall be conclusively deemed to have waived any such claim
against the Issuing Bank and its correspondents unless such notice is given within five (5) Business Days after Borrower’s
receipt of a copy of such Letter of Credit or amendment thereto by Borrower.

 

48



 

(f) Role of each Issuing Bank. Each Lender and the Borrower agree that, in paying any drawing under a Letter of
Credit, the applicable Issuing Bank shall not have any responsibility to obtain any document (other than any sight draft,
certificates and documents expressly required by the Letter of Credit) or to ascertain or inquire as to the validity or accuracy of
any such document or the authority of the Person executing or delivering any such document. None of the applicable Issuing
Bank, the Administrative Agent, any of their respective Related Parties nor any correspondent, participant or assignee of the
Issuing Bank shall be liable to any Lender for (i) any action taken or omitted in connection herewith at the request or with the
approval of the Lenders or the Required Lenders, as applicable; (ii) any action taken or omitted in the absence of gross
negligence or willful misconduct; or (iii) the due execution, effectiveness, validity or enforceability of any document or
instrument related to any Letter of Credit or Issuer Document. The Borrower hereby assumes all risks of the acts or omissions of
any beneficiary or transferee with respect to its use of any Letter of Credit; provided, however, that this assumption is not
intended to, and shall not, preclude the Borrower’s pursuing such rights and remedies as it may have against the beneficiary or
transferee at law or under any other agreement. None of the applicable Issuing Bank, the Administrative Agent, any of their
respective Related Parties nor any correspondent, participant or assignee of the Issuing Bank shall be liable or responsible for
any of the matters described in clauses (i) through (vi) of Section 2.19(e); provided, however, that anything in such clauses to the
contrary notwithstanding, the Borrower may have a claim against such Issuing Bank, and such Issuing Bank may be liable to the
Borrower, to the extent, but only to the extent, of any direct, as opposed to consequential or exemplary, damages suffered by the
Borrower which the Borrower proves were caused by such Issuing Bank’s willful misconduct or gross negligence or such Issuing
Bank’s willful failure to pay under any Letter of Credit after the presentation to it by the beneficiary of a sight draft and
certificate(s) strictly complying with the terms and conditions of a Letter of Credit. In furtherance and not in limitation of the
foregoing, such Issuing Bank may accept documents that appear on their face to be in order, without responsibility for further
investigation, regardless of any notice or information to the contrary, and such Issuing Bank shall not be responsible for the
validity or sufficiency of any instrument transferring or assigning or purporting to transfer or assign a Letter of Credit or the
rights or benefits thereunder or proceeds thereof, in whole or in part, which may prove to be invalid or ineffective for any reason.

(g) Cash Collateral. (i) Upon the request of the Administrative Agent, (A) if the Issuing Bank has honored any full or
partial drawing request under any Letter of Credit and such drawing has resulted in an L/C Borrowing, or (B) if, as of the Letter
of Credit Expiration Date, any L/C Obligation for any reason remains outstanding, the Borrower shall, in each case, immediately
Cash Collateralize the then Outstanding Amount of all L/C Obligations.

(i) The Administrative Agent may, at any time and from time to time after the initial deposit of Cash Collateral,
request that additional Cash Collateral be provided in order to protect against the results of exchange rate fluctuations, and the
Administrative Agent shall, upon request, provide the Borrower with calculations showing such exchange rate fluctuations.
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(iii) Article 6 sets forth certain additional requirements to deliver Cash Collateral hereunder. For purposes of this
Section 2.03 and Article 6, “Cash Collateralize” means to pledge and deposit with or deliver to the Administrative Agent, for the
benefit of the applicable Issuing Bank and the Lenders, as collateral for the L/C Obligations, cash or deposit account balances
pursuant to documentation in form and substance satisfactory to the Administrative Agent and such Issuing Bank (which
documents are hereby consented to by the Lenders). Derivatives of such term have corresponding meanings. The Borrower
hereby grants to the Administrative Agent, for the benefit of such Issuing Bank and the Lenders, a security interest in all such
cash, deposit accounts and all balances therein and all proceeds of the foregoing (“Cash Collateral”). Cash Collateral shall be
maintained in blocked, non-interest bearing deposit accounts at Bank of America.

(h) Applicability of ISP and UCP. Unless otherwise expressly agreed by the Issuing Bank and the Borrower when a
Letter of Credit is issued (including any such agreement applicable to an Existing Letter of Credit), (i) the rules of the ISP shall
apply to each standby Letter of Credit, and (ii) the rules of the Uniform Customs and Practice for Documentary Credits, as most
recently published by the International Chamber of Commerce at the time of issuance, shall apply to each commercial Letter of
Credit.

(i) Conflict with Issuer Documents. In the event of any inconsistency between the terms and conditions of this
Agreement and the terms and conditions of any form of letter of credit application or other agreement submitted by the Borrower
to, or entered into by the Borrower with, an Issuing Bank relating to any Letter of Credit, the terms and conditions of this
Agreement shall control.

(j) Letters of Credit Issued for Subsidiaries. Notwithstanding that a Letter of Credit issued or outstanding hereunder is
in support of any obligations of, or is for the account of, a Subsidiary, the Borrower shall be obligated to reimburse the applicable
Issuing Bank hereunder for any and all drawings under such Letter of Credit. The Borrower hereby acknowledges that the
issuance of Letters of Credit for the account of Subsidiaries inures to the benefit of the Borrower, and that the Borrower’s
business derives substantial benefits from the businesses of such Subsidiaries.

Section 2.20 Increase in Commitments.

(a) Request for Increase. Provided there exists no Default, upon notice to the Administrative Agent (which shall
promptly notify the Lenders), the Borrower may from time to time, request an increase in the Total Commitments by an amount
(for all such requests) not exceeding $100,000,000 in the aggregate; provided that (i) any such request for an increase shall be in
a minimum amount of $10,000,000, and (ii) the Borrower may make a maximum of five such requests. At the time of sending
such notice, the Borrower (in consultation with the Administrative Agent) shall specify the time period within which each Lender
is requested to respond (which shall in no event be less than ten Business Days from the date of delivery of such notice to the
Lenders).

(b) Lender Elections to Increase. Each Lender shall notify the Administrative Agent within such time period described
in (a) above, whether or not it agrees to increase its Commitment and, if so, whether by an amount equal to, greater than, or less
than its Applicable Percentage of such requested increase. Any Lender not responding within such time period shall be deemed
to have declined to increase its Commitment.
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(c) Notification by Administrative Agent; Additional Lenders. The Administrative Agent shall notify the Borrower and
each Lender of the Lenders’ responses to each request made hereunder. To achieve the full amount of a requested increase and
subject to the approval of the Administrative Agent, the Issuing Banks and the Swingline Lender (which approvals shall not be
unreasonably withheld), the Borrower may also invite additional Eligible Assignees to become Lenders pursuant to a joinder
agreement in form and substance reasonably satisfactory to the Administrative Agent and its counsel.

(d) Effective Date and Allocations. If the Total Commitments are increased in accordance with this Section, the
Administrative Agent and the Borrower shall determine the effective date (the “Increase Effective Date”) and the final
allocation of such increase. The Administrative Agent shall promptly notify the Borrower and the Lenders of the final allocation
of such increase and the Increase Effective Date.

(e) Conditions to Effectiveness of Increase. As a condition precedent to such increase, the Borrower shall deliver to the
Administrative Agent a certificate of each Obligated Party dated as of the Increase Effective Date signed by a Responsible
Officer of such Obligated Party (i) certifying and attaching the resolutions adopted by such Obligated Party approving or
consenting to such increase, and (ii) in the case of the Borrower, certifying that, before and after giving effect to such increase,
(A) the representations and warranties contained in Article 3 and the other Loan Documents are true and correct in all material
respects on and as of the Increase Effective Date, except to the extent that such representations and warranties specifically refer
to an earlier date, in which case they are true and correct in all material respects as of such earlier date, and except that for
purposes of this Section 2.20, the representations and warranties contained in Section 3.06 shall be deemed to refer to the most
recent statements furnished pursuant to clauses (a) and (b), respectively, of Section 5.18, and (B) no Default exists. The Borrower
shall prepay any Loans outstanding on the Increase Effective Date (and pay any additional amounts required pursuant to Section
8.05(e)) to the extent necessary to keep the outstanding Loans ratable with any revised Applicable Percentages arising from any
nonratable increase in the Commitments under this Section.

(f) Conflicting Provisions. This Section shall supersede any provisions in Section 2.14 or 8.09 to the contrary.

Section 2.21 Obligations of Lenders Several. The obligations of the Lenders hereunder to make Loans, to fund
participations in Letters of Credit and Swingline Loans and to make payments pursuant to Section 8.05(c) are several and not
joint. The failure of any Lender to make any Loan, to fund any such participation or to make any payment under Section 8.05(c)
on any date required hereunder shall not relieve any other Lender of its corresponding obligation to do so on such date, and no
Lender shall be responsible for the failure of any other Lender to so make its Loan, to purchase its participation or to make its
payment under Section 8.05(c).
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Section 2.22 Mitigation Obligations; Replacement of Lenders.

(a) Designation of a Different Lending Office. If any Lender requests compensation under Section 2.11, or the
Borrower is required to pay any additional amount to any Lender or any Governmental Authority for the account of any Lender
pursuant to Section 2.16, or if any Lender gives a notice pursuant to Section 2.12, then such Lender shall use reasonable efforts
to designate a different Lending Office for funding or booking its Loans hereunder or to assign its rights and obligations
hereunder to another of its offices, branches or affiliates, if, in the reasonable judgment of such Lender, such designation or
assignment (i) would eliminate or reduce amounts payable pursuant to Section 2.11 or 2.16, as the case may be, in the future, or
eliminate the need for the notice pursuant to Section 2.12, as applicable, and (ii) in each case, would not subject such Lender to
any unreimbursed cost or expense and would not otherwise be disadvantageous to such Lender. The Borrower hereby agrees to
pay all reasonable costs and expenses incurred by any Lender in connection with any such designation or assignment.

(b) Replacement of Lenders. If any Lender requests compensation under Section 2.11, or if the Borrower is required to
pay any additional amount to any Lender or any Governmental Authority for the account of any Lender pursuant to Section 2.16,
the Borrower may replace such Lender in accordance with Section 8.07.

ARTICLE 3

REPRESENTATIONS AND WARRANTIES

Borrower represents and warrants to each of the Lenders and Issuing Banks as follows:

Section 3.01 Organization; Powers. The Borrower and each Material Subsidiary (a) is a corporation or other legal entity
duly organized, validly existing and in good standing under the laws of the jurisdiction of its organization, (b) has all requisite
power and authority to own its property and assets and to carry on its business as now conducted and as proposed to be
conducted, (c) is qualified to do business in every jurisdiction where such qualification is required, except where the failure so to
qualify would not result in a Material Adverse Effect, and (d) has the corporate or other power and authority to execute, deliver
and perform its obligations under this Agreement and the other Loan Documents to which it is a party.

Section 3.02 Authorization; Absence of Conflicts. The execution, delivery and performance by the Borrower and each
Obligated Party of the Loan Documents to which it is a party, the Borrowings hereunder and the issuance of Letters of Credit
hereunder (collectively, the “Transactions”): (a) have been duly authorized by all requisite corporate or other organizational
action and (b) will not (i) violate (A) any provision of the certificate of incorporation or other constituent documents or by-laws
of the Borrower or any of its Subsidiaries, (B) any law, statute, rule or regulation to which any Obligated Party or any of its
assets is subject or any order of any Governmental Authority or (C) any provision of any Material indenture, agreement or other
instrument to which the Borrower or any of its Subsidiaries is a party or by which it or any of its property is or may be bound
(including the Senior Note Purchase Agreements and the Indebtedness limitations set forth in any Senior Note Purchase
Agreement), (ii) violate, result in a breach of or constitute (alone or with notice or lapse of time or both) a default under any such
Material indenture, agreement or other instrument, or (iii) result in the creation or imposition of any Lien upon any property or
assets of the Borrower or any of its Subsidiaries.
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Section 3.03 Enforceability. This Agreement has been, and each other Loan Document, when delivered hereunder, will have
been, duly executed and delivered by each Obligated Party that is party thereto. This Agreement constitutes a legal, valid and
binding obligation of the Borrower enforceable in accordance with its terms, as such enforceability may be limited by
(i) applicable bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting the enforcement of creditors’
rights generally and (ii) general principles of equity (regardless of whether such enforceability is considered in a proceeding in
equity or at law).

Section 3.04 Governmental or Third Party Approvals. No approval, consent, exemption, authorization, or other action by, or
notice to, or filing with, any Governmental Authority or any other Person is necessary or required in connection with the
execution, delivery or performance by, any Obligated Party of this Agreement or any other Loan Document, except for any
reports required to be filed with the Securities and Exchange Commission pursuant to the Exchange Act.

Section 3.05 Subsidiaries. Schedule 3.05 is (except as noted therein) a complete and correct list of the Borrower’s Material
Subsidiaries as of the date hereof showing, as to each Subsidiary, the correct name thereof and the jurisdiction of its organization.

Section 3.06 Financial Statements.

(a) The Audited Financial Statements (i) were prepared in accordance with GAAP consistently applied throughout the
period covered thereby, except as otherwise expressly noted therein, and (ii) fairly present the financial condition of the Borrower
and its Subsidiaries as of the date thereof and their results of operations for the period covered thereby in accordance with GAAP
consistently applied throughout the period covered thereby, except as otherwise expressly noted therein.

(b) The unaudited consolidated balance sheet of the Borrower and its Subsidiaries dated June 30, 2007, and the related
consolidated statements of income or operations, shareholders’ equity and cash flows for the fiscal quarter ended on that date
(i) were prepared in accordance with GAAP consistently applied throughout the period covered thereby, except as otherwise
expressly noted therein, and (ii) fairly present the financial condition of the Borrower and its Subsidiaries as of the date thereof
and their results of operations for the period covered thereby, subject, in the case of clauses (i) and (ii), to the absence of
footnotes and to normal year-end audit adjustments.

(c) Since the most recent to occur of (i) the date of the Audited Financial Statements, and (ii) the date of the audited
financial statements of the Borrower and its Subsidiaries most recently delivered pursuant to Section 5.18(b), there has been no
event or circumstance, either individually or in the aggregate, that has had or would reasonably be expected to have a Material
Adverse Effect.
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Section 3.07 Litigation; Observance of Statutes and Orders.

(a) Except as described on Schedule 3.07 attached hereto, there are no actions, suits or proceedings pending or, to the
knowledge of the Borrower, threatened against or affecting the Borrower or any Subsidiary or any property of the Borrower or
any Material Subsidiary in any court or before any arbitrator of any kind or before or by any Governmental Authority that,
individually or in the aggregate, would reasonably be expected to have a Material Adverse Effect.

(b) Except as described on Schedule 3.07 attached hereto, neither the Borrower nor any Subsidiary is in default under
any agreement or instrument to which it is a party or by which it is bound, or any order, judgment, decree or ruling of any court,
arbitrator or Governmental Authority or is in violation of any applicable law, ordinance, rule or regulation (including
Environmental Laws) of any Governmental Authority, which default or violation, individually or in the aggregate, would
reasonably be expected to have a Material Adverse Effect.

Section 3.08 Taxes. The Borrower and its Subsidiaries have filed all material income tax returns that are required to have
been filed in any jurisdiction, and have paid all taxes shown to be due and payable on such returns and all other taxes and
assessments payable by them, to the extent such taxes and assessments have become due and payable and before they have
become delinquent, except for any taxes and assessments (i) the amount of which is not individually or in the aggregate Material
or (ii) the amount, applicability or validity of which is currently being contested in good faith by appropriate proceedings and
with respect to which the Borrower or a Subsidiary, as the case may be, has established adequate reserves in accordance with
GAAP.

Section 3.09 Ownership of Property; Liens. Each of the Borrower and each Subsidiary has good record title in fee simple to,
or valid leasehold interests in, all real property necessary or material to its business, except for such defects in title and
exceptions to leasehold interests as would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect. Such real property of the Borrower and its Subsidiaries is subject to no Liens, other than Liens permitted by
Section 5.13.

Section 3.10 Licenses, Permits, etc. The Borrower and its Subsidiaries own or possess all licenses, permits, franchises,
authorizations, patents, copyrights, service marks, trademarks and trade names, or rights thereto, that are Material, without
known conflict with the rights of others, except for those conflicts that, individually or in the aggregate, would not reasonably be
expected to have a Material Adverse Effect.
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Section 3.11 Compliance with ERISA.

(a) The Borrower and each ERISA Affiliate have operated and administered each Plan in compliance with all
applicable laws except for such instances of noncompliance as have not resulted in and would not reasonably be expected to
result in a Material Adverse Effect. Neither the Borrower nor any ERISA Affiliate has incurred any liability pursuant to Title I or
IV of ERISA or the penalty or excise tax provisions of the Code relating to employee benefit plans (as defined in Section 3(3) of
ERISA), and no event, transaction or condition has occurred or exists that would reasonably be expected to result in the
incurrence of any such liability by the Borrower or any ERISA Affiliate, or in the imposition of any Lien on any of the rights,
properties or assets of the Borrower or any ERISA Affiliate, in either case pursuant to Title I or IV of ERISA or to such penalty
or excise tax provisions or to Section 401(a)(29) or 412 of the Code, other than such liabilities or Liens as would not reasonably
be expected, individually or in the aggregate, to result in a Material Adverse Effect.

(b) As of the Effective Date, the present value of the accumulated benefit obligations under each of the Plans that are
subject to Title IV of ERISA (other than Multiemployer Plans), determined in accordance with Financial Accounting Standards
Board Statement No. 87 as of the end of such Plan’s most recently ended plan year on the basis of the actuarial assumptions
specified for funding purposes in such Plan’s most recent actuarial valuation report, did not exceed the aggregate current value of
the assets of such Plan allocable to such benefit liabilities by more than $25,000,000 in the case of any single Plan and by more
than $50,000,000 in the aggregate for all Plans.

(c) The Borrower and its ERISA Affiliates have not incurred withdrawal liabilities (and are not subject to contingent
withdrawal liabilities) under Section 4201 or 4204 of ERISA in respect of Multiemployer Plans that, individually or in the
aggregate, would reasonably be expected to result in a Material Adverse Effect.

(d) No ERISA Event has occurred or is expected to occur with respect to any Plan that would reasonably be expected
to have a Material Adverse Effect.

Section 3.12 Use of Proceeds. The proceeds of the Loans will be used to refinance existing indebtedness, for capital
expenditures, to make acquisitions, for working capital and for other general corporate purposes, including, without limitation,
the repurchase of issued and outstanding shares of common stock of the Borrower, in each case not in contravention of any
applicable law or any Loan Document. The Letters of Credit shall be issued (a) to support transactions of the Borrower and the
Subsidiaries entered into in the ordinary course of business, (b) in connection with financings permitted hereunder, capital
expenditures and acquisitions, and (c) for general corporate purposes.

Section 3.13 Intentionally Omitted.

Section 3.14 Foreign Assets Control Regulations, etc. The use of the proceeds of the Loans will not violate the Trading with
the Enemy Act, as amended, or any of the foreign assets control regulations of the United States Treasury Department (31 CFR,
Subtitle B, Chapter V, as amended) or any enabling legislation or executive order relating thereto.
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Section 3.15 Margin Regulations; Investment Company Act.

(a) No part of the proceeds of any Borrowing or drawing under any Letter of Credit, and no other extensions of credit
hereunder, will be used for any purpose that violates the provisions of Regulations T, U, or X of the Board. Following the
application of the proceeds of each Borrowing or drawing under each Letter of Credit, not more than 25% of the value of the
assets subject to the restrictions of Section 5.13 (either of the Borrower only or of the Borrower and its Subsidiaries on a
consolidated basis) will be margin stock.

(b) If requested by any Lender or the Administrative Agent, the Borrower will execute and furnish to the
Administrative Agent and each Lender a FR Form G-3 or FR Form U-1, as applicable, referred to in Regulation U of the Board.

(c) Neither the Borrower nor any Subsidiary is subject to regulation under the Investment Company Act of 1940, as
amended.

Section 3.16 No Material Misstatements. No report, financial statement or other information furnished by or on behalf of
the Borrower to the Administrative Agent or any Lender pursuant to or in connection with this Agreement contains any material
misstatement of fact or omits any material fact necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading.

Section 3.17 Environmental Compliance. The Borrower and its Subsidiaries conduct in the ordinary course of business a
review of the effect of existing Environmental Laws and claims alleging potential liability or responsibility for violation of any
Environmental Law on their respective businesses, operations and properties, and as a result thereof the Borrower has reasonably
concluded that such Environmental Laws and claims would not, individually or in the aggregate, reasonably be expected to have
a Material Adverse Effect, except as described on Schedule 3.17.

Section 3.18 Insurance. The properties of the Borrower and its Subsidiaries are insured with financially sound and reputable
insurance companies, in such amounts (after giving effect to any self-insurance (if adequate reserves are maintained with respect
thereto) compatible with the following standards), with such deductibles and covering such casualties and contingencies as are
customarily carried by companies of established reputations engaged in the same or similar business and similarly situated.

Section 3.19 Solvency. The Borrower on a consolidated basis with its Subsidiaries: (i) owns and will own assets the fair
saleable value of which are (A) greater than the total amount of its liabilities (including contingent liabilities) and (B) greater
than the amount that will be required to pay probable liabilities of then existing debts as they become absolute and matured
considering all financing alternatives and potential asset sales reasonably available to it; (ii) has capital that is not unreasonably
small in relation to its business as presently conducted; and (iii) does not intend to incur and does not believe that it will incur
debts beyond its ability to pay such debts as they become due.
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ARTICLE 4

CONDITIONS OF LENDING

Section 4.01 All Borrowings. The obligations of the Lenders to make the Loans on or after the Effective Date and the
agreement of an Issuing Bank to issue, amend, renew or extend Letters of Credit are subject to the satisfaction of the following
conditions on the date of each Borrowing, or issuance, amendment or other modification:

(a) The Administrative Agent shall have received a notice of such Borrowing, issuance, amendment or other
modification as required by Section 2.03 or 2.19(a), as applicable.

(b) The representations and warranties set forth in Article 3 shall be true and correct in all material respects on and as
of the date of such Borrowing, issuance, amendment or other modification with the same effect as though made on and as of such
date, except to the extent such representations and warranties expressly relate to an earlier date.

(c) At the time of and immediately after such Borrowing, issuance, amendment or other modification, no Event of
Default or Default shall have occurred and be continuing or would result from such Borrowing, issuance, amendment or
modification.

(d) At the time of and immediately after such Borrowing, issuance, amendment or other modification, the aggregate
Revolving Exposure of all Lenders shall not exceed the Total Commitments.

(e) In the case of a Letter of Credit to be denominated in an Alternative Currency, there shall not have occurred any
change in national or international financial, political or economic conditions or currency exchange rates or exchange controls
which in the reasonable opinion of the Administrate Agent or the relevant Issuing Bank would make it impracticable for such
Letter of Credit to be denominated in the relevant Alternative Currency.

Each Borrowing and each issuance, amendment or other modification of a Letter of Credit shall be deemed to constitute a
representation and warranty by the Borrower on the date of such Borrowing, issuance, amendment or other modification as to the
matters specified in paragraphs (b), (c), (d) and (e) of this Section 4.01.

Section 4.02 Effective Date. The effectiveness of the amendment and restatement of the Existing Credit Agreement as
contemplated hereby and the effectiveness of the obligations of the Lenders to make Loans hereunder on the Effective Date and
the agreement of each Issuing Bank to issue, amend, renew or extend Letters of Credit are subject to the following conditions
being satisfied on or before the date hereof, and such obligations shall not be effective until the date that each such condition is
satisfied (the “Effective Date”):

(a) The Administrative Agent shall have received the favorable written opinion of counsel to the Borrower in
substantially the form of Exhibit C hereto, dated the Effective Date and addressed to the Lenders and satisfactory to the Lenders
and to Bracewell & Giuliani LLP, counsel for the Administrative Agent (and the Borrower hereby instructs its counsel to deliver
such opinion to the Administrative Agent for the benefit of the Lenders).

(b) The Administrative Agent shall have received all of the following in form and substance satisfactory to the
Administrative Agent and each of the Lenders: (i) a certificate as to the existence and good standing of each Obligated Party
issued by the Secretary of State or other applicable Governmental Authority of its jurisdiction of incorporation or organization as
of a recent date; (ii) a certificate of the Secretary or an Assistant Secretary or other authorized officer of each Obligated Party
dated the Effective Date and certifying (A) that attached thereto is a true and complete copy (or identifying a previously
delivered copy) of its by-laws or other similar internal governing document as in effect on the Effective Date and at all times
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since the date of the resolutions described in clause (B) below, (B) with respect to each Obligated Party, that attached thereto is a
true and complete copy of its resolutions or similar evidence of authority, duly adopted by its board of directors (or similar
governing authority) authorizing its execution, delivery and performance of the Loan Documents to which it is a party and the
Transactions, and that such resolutions or similar evidence of authority have not been modified, rescinded or amended and are in
full force and effect, (C) that attached thereto is a true and complete copy (or identifying a previously delivered copy) of the
certificate of incorporation or other similar internal governing document, as in effect as of the Effective Date, of each Obligated
Party, and (D) as to the incumbency and specimen signature of each of its representatives executing any Loan Document on its
behalf; (iii) a certificate of another of its representatives as to the incumbency and specimen signature of the Secretary, Assistant
Secretary or other authorized officer executing the certificate pursuant to clause (ii) above; and (iv) such other documentation as
the Lenders or the Administrative Agent shall reasonably request.

(c) The Administrative Agent shall have received a certificate, dated the Effective Date and signed by a Senior
Financial Officer of the Borrower, confirming compliance with the conditions precedent set forth in paragraphs (b), (c) and (d) of
Section 4.01.

(d) The Administrative Agent shall have received: (i) the Subsidiary Guaranty in the form attached hereto as
Exhibit D executed by all the Guarantors and (ii) promissory notes payable to each Lender requesting a promissory note in form
and substance satisfactory to the Administrative Agent executed by the Borrower.

(e) The Agents shall have received all fees payable thereto or to any Lender on or prior to the Effective Date and, to
the extent invoiced, all other amounts due and payable pursuant to the Loan Documents on or prior to the Effective Date,
including, to the extent invoiced, reimbursement or payment of all reasonable out-of-pocket expenses (including reasonable fees,
charges and disbursements of Bracewell & Giuliani LLP) required to be reimbursed or paid by the Obligated Parties hereunder or
under any Loan Document.

(f) The Administrative Agent shall have received a fully executed copy of each amendment to the Senior Note
Purchase Agreements that is being executed in connection with this Agreement.

(g) All corporate and other proceedings, and all documents, instruments and other legal matters in connection with the
transactions contemplated by this Agreement and the other Loan Documents shall be satisfactory in form and substance to the
Administrative Agent, and the Administrative Agent shall have received such other documents and legal opinions in respect of
any aspect or consequence of the transactions contemplated hereby or thereby as it shall reasonably request.

Without limiting the generality of the provisions of Section 7.04, for purposes of determining compliance with the
conditions specified in this Section 4.02, each Lender that has signed this Agreement shall be deemed to have consented to,
approved or accepted or to be satisfied with, each document or other matter required thereunder to be consented to or approved
by or acceptable or satisfactory to a Lender unless the Administrative Agent shall have received notice from such Lender prior to
the closing date specifying its objection thereto.
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ARTICLE 5

AFFIRMATIVE AND NEGATIVE COVENANTS

The Borrower covenants and agrees that, so long as any Lender has any Commitment hereunder or any obligations to
acquire or fund any participation in any Swingline Loan or Letter of Credit or the Swingline Lender is obligated to make
Swingline Loans or Bank of America is obligated to issue Letters of Credit hereunder or any amount payable hereunder remains
unpaid:

Section 5.01 Compliance with Laws. The Borrower will and will cause each of its Subsidiaries to (i) comply in all material
respects with all laws, ordinances or governmental rules or regulations to which each of them is subject, including, without
limitation, Environmental Laws, and (ii) obtain and maintain in effect all licenses, certificates, permits, franchises and other
governmental authorizations necessary to the ownership of their respective properties or to the conduct of their respective
businesses, except, in either case, to the extent that failure to do so would not reasonably be expected to have a Material Adverse
Effect.

Section 5.02 Insurance. The Borrower will and will cause each of its Subsidiaries to maintain, with financially sound and
reputable insurers, insurance with respect to their respective properties and businesses against such casualties and contingencies,
of such types, on such terms and in such amounts (including deductibles, co-insurance and self-insurance, if adequate reserves
are maintained with respect thereto) as is customary in the case of entities of established reputations engaged in the same or a
similar business and similarly situated.

Section 5.03 Maintenance of Properties and Lines of Business. The Borrower will and will cause each of its Subsidiaries to
(a) maintain, preserve and protect all of its Material properties and equipment necessary in the operation of its business in good
working order and condition, ordinary wear and tear excepted, and (b) make all necessary repairs thereto and renewals and
replacements thereof except where the failure to do so could not reasonably be expected to have a Material Adverse Effect. The
Borrower will not and will not permit any of its Subsidiaries to engage in any line of business other than such lines of business in
which it is presently engaged and those businesses reasonably related thereto.

Section 5.04 Payment of Taxes. The Borrower will and will cause each of its Subsidiaries to file all material income tax or
similar tax returns required to be filed in any jurisdiction and to pay and discharge all taxes shown to be due and payable on such
returns and all other taxes, assessments, governmental charges, or levies payable by any of them, to the extent such taxes and
assessments have become due and payable and before they have become delinquent, provided that neither the Borrower nor any
Subsidiary need pay any such tax or assessment if the amount thereof is not individually or in the aggregate Material or the
amount, applicability or validity thereof is contested by the Borrower or such Subsidiary on a timely basis in good faith and in
appropriate proceedings, and the Borrower or a Subsidiary has established adequate reserves therefor in accordance with GAAP
on the books of the Borrower or such Subsidiary.
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Section 5.05 Corporate Existence, etc. The Borrower will at all times preserve and keep in full force and effect its corporate
existence. Subject to Sections 5.10 and 5.11, the Borrower will at all times preserve and keep in full force and effect each of its
Subsidiaries’ corporate existence and all rights and franchises of the Borrower and its Subsidiaries necessary for the conduct of
their respective businesses, except to the extent that failure to do so with respect to a Subsidiary which is not a Material
Subsidiary would not reasonably be expected to have a Material Adverse Effect.

Section 5.06 Intentionally Omitted.

Section 5.07 Covenant to Guarantee and Secure Loans Equally.

(a) If any Subsidiary (other than an Excluded Foreign Subsidiary) of the Borrower shall guarantee the obligations of
the Borrower under the Senior Note Purchase Agreements or under any other agreement creating or evidencing Indebtedness in
excess of $10,000,000, the Borrower shall cause to be made effective provision whereby the Loans and other obligations of the
Borrower under the Loan Documents will be guaranteed by such Subsidiary equally and ratably with any and all other
obligations thereby guaranteed, with the documentation for such guarantee to be reasonably satisfactory to the Required Lenders.
Any violation of Section 5.12 will constitute an Event of Default, whether or not provision is made for an equal and ratable
guarantee pursuant to this Section 5.07.

(b) If the Borrower shall create, assume or permit to exist any Lien upon any of its property or assets, or permit any
Subsidiary (other than an Excluded Foreign Subsidiary) to create, assume or permit to exist any Lien upon any of its property or
assets, whether now owned or hereafter acquired, other than those Liens permitted by the provisions of Section 5.13, the
Borrower shall make or cause to be made effective provision whereby the Loans and other obligations under the Loan
Documents will be secured equally and ratably with any and all other obligations thereby secured, with the documentation for
such security to be reasonably satisfactory to the Required Lenders and, in any such case, the Loans and such other obligations
shall have the benefit, to the fullest extent that, and with such priority as, the holders thereof may be entitled under applicable
law, of an equitable Lien on such property. Any violation of Section 5.13 will constitute an Event of Default, whether or not
provision is made for an equal and ratable Lien pursuant to this Section 5.07.

(c) In the event that the Borrower certifies to the Administrative Agent in writing that no Senior Note Purchase
Agreement or other document or agreement evidencing or otherwise relating to any Indebtedness of the Borrower or any
Subsidiary contains any covenant or agreement comparable to paragraph (a) or (b) of this Section, paragraphs (a) and (b) of this
Section shall automatically terminate and shall be of no further force and effect without any further action by the parties hereto.
If, after any such termination, a covenant or agreement comparable to paragraph (a) or (b) of this Section is included or contained
in any Senior Note Purchase Agreement or any other document or agreement evidencing or otherwise relating to any
Indebtedness of the Borrower or any Subsidiary, the Borrower shall promptly notify the Administrative Agent of the same in
writing and, on the date of such notice, paragraphs (a) and (b) of this Section shall be automatically reinstated and binding on the
Borrower without any further action by the parties hereto.
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Section 5.08 Environmental Matters.

(a) The Borrower will and will cause each of its Subsidiaries to comply in all material respects with all applicable
Environmental Laws if, individually or in the aggregate, failure to comply therewith would reasonably be expected to have a
Material Adverse Effect.

(b) The Borrower will not and will not permit any of its Subsidiaries to cause or allow any Hazardous Substance to be
present at any time on, in, under or above any real property or any part thereof in which the Borrower or any Subsidiary has a
direct interest (including ownership thereof or any arrangement for the lease, rental or other use thereof, or the retention of any
mortgage or security interest therein or thereon), except in a manner and to an extent that is in compliance in all material respects
with all applicable Environmental Laws or that would not reasonably be expected to have a Material Adverse Effect.

Section 5.09 Transactions with Affiliates. The Borrower will not permit any Subsidiary to enter into any Material
transaction or Material group of related transactions (including the purchase, lease, sale or exchange of properties of any kind or
the rendering of any service) with any Affiliate (other than the Borrower or another Subsidiary), except upon fair and reasonable
terms not materially less favorable to the Borrower or such Subsidiary than would be obtainable in a comparable arm’s-length
transaction with a Person not an Affiliate.

Section 5.10 Merger, Consolidation, etc. The Borrower will not, and will not permit any Subsidiary to, consolidate with or
merge with or into any other Person or permit any other Person to merge or consolidate with it or convey, transfer or lease all or
substantially all of its assets in a single transaction or series of related transactions to any Person or dissolve or liquidate; except
that if, at the time thereof and immediately after giving effect thereto, no Default or Event of Default shall have occurred and be
continuing:

(a) any Subsidiary may merge with (i) the Borrower, provided that the Borrower shall be the continuing or surviving
Person, or (ii) any one or more other Subsidiaries, provided that when any Guarantor is merging with another Subsidiary, a
Guarantor shall be the continuing or surviving Person; provided, further, that when any Wholly-Owned Subsidiary is merging
with another Subsidiary, a Wholly-Owned Subsidiary shall be the continuing or surviving Person;

(b) any Subsidiary may Transfer all or substantially all of its assets (upon voluntary liquidation or otherwise) to the
Borrower or to another Subsidiary; provided that if the transferor in such a transaction is a Guarantor, then the transferee must
either be the Borrower or a Guarantor; provided, further, that if the transferor in such a transaction is a Domestic Subsidiary, then
the transferee must either be the Borrower or a Wholly-Owned Subsidiary;

(c) the Borrower may merge with another Person in an acquisition permitted by Section 5.23 if the Borrower is the
surviving Person;

(d) any Subsidiary may merge with another Person in an acquisition permitted by Section 5.23 if such Subsidiary is the
surviving Person or if the surviving Person becomes a Subsidiary and the Borrower or such Person complies with Section 5.21 to
the extent applicable to such surviving Person;
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(e) the Borrower and any Subsidiary may make Transfers permitted by Section 5.11 (subject to compliance with the
proviso to paragraph (b) of this Section to the extent paragraph (b) of this Section is applicable); and

(f) any Subsidiary that has transferred all of its assets in a transaction permitted hereunder or any Subsidiary that is not
a Material Subsidiary may dissolve or liquidate;

provided, that in the case of any of the transactions described in the foregoing clauses (a) through (f) which would involve or
result in a Change of Control, the Borrower shall have complied with Section 2.10.

Section 5.11 Sale of Assets, etc. The Borrower will not, and will not permit any of its Subsidiaries to, make any Transfer
except:

(a) Transfers of either (i) inventory held for sale, or (ii) property no longer used, useful or required in the operation of
the business of the Borrower or such Subsidiary or that is obsolete, and, in the case of any Transfer described in clause (i) or (ii)
of this paragraph (a), such Transfer is in the ordinary course of business;

(b) Transfers (i) by any Domestic Subsidiary to the Borrower or another Domestic Subsidiary that is a Wholly-Owned
Subsidiary, (ii) by a Foreign Subsidiary to the Borrower or another Subsidiary that is Wholly-Owned, (iii) by the Borrower to a
Material Subsidiary that is a Domestic Subsidiary and is Wholly-Owned, and (iv) by any Subsidiary that is not a Material
Subsidiary to another Subsidiary that is not a Material Subsidiary;

(c) Transfers that constitute either: (i) the sale of receivables, or undivided interests therein, together with all
collections and other proceeds thereof and any collateral securing the payment thereof, pursuant to a Receivable Securitization
permitted by Section 5.26, or (ii) the sale of all or a portion of any business segment other than the domestic heating (with the
exception of the hearth products division and the advanced distributor products division) and cooling manufacturing segment and
the domestic refrigeration segment; provided, in the case of this clause (ii), that (A) the aggregate book value of all business
segments or portions thereof Transferred in reliance on this clause (ii) in any calendar year shall not exceed 10% of the value of
the Consolidated Assets of the Borrower and its Subsidiaries as of the last day of the immediately preceding calendar year and
(B) all business segments or portions thereof Transferred in reliance on this clause (ii) in any calendar year, in the aggregate,
shall not have contributed greater than 5% of EBITDA for the immediately preceding calendar year; provided, further, in the case
of each of the foregoing clauses (i) and (ii), that at the time of such Transfer, no Default or Event of Default shall exist or would
result from such Transfer;

(d) Transfers not otherwise permitted under this Section 5.11; provided that (i) at the time of such Transfer, no Default
shall exist or would result from such Transfer, (ii) the aggregate book value of all property Transferred in reliance on this clause
(d) in any calendar year shall not exceed 5% of the value of the Consolidated Assets of the Borrower and its Subsidiaries as of
the last day of the immediately preceding calendar year, and (iii) all property Transferred in reliance on this clause (d) in any
calendar year, in the aggregate, shall not have contributed greater than 5% of EBITDA for the immediately preceding calendar
year.; and

(e) Transfers permitted by Section 5.10(b).
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Section 5.12 Indebtedness. The Borrower will not, and will not permit any Subsidiary to, directly or indirectly, create, incur,
assume, Guarantee, or otherwise become directly or indirectly liable with respect to any Indebtedness except the following,
provided that in each of the following cases, both prior to and immediately after giving effect to the creation, incurrence,
assumption, or Guarantee thereof or the Borrower’s or such Subsidiary’s otherwise becoming directly or indirectly liable with
respect thereto, no Default or Event of Default shall exist:

(a) Indebtedness under the Loan Documents;

(b) Other Indebtedness existing on the date hereof and set forth in Schedule 5.12 and extensions, renewals,
refinancings and replacements of any such Indebtedness that do not increase the outstanding principal amount thereof or result in
an earlier maturity date or a decreased weighted average life thereof;

(c) (i) Indebtedness of any Subsidiary owed to any other Subsidiary that is Wholly-Owned or to the Borrower and
(ii) Indebtedness of the Borrower owed to any Subsidiary; provided that, in the case of Indebtedness of the Borrower or any
Guarantor that is not owed to the Borrower or a Guarantor that is a Wholly-Owned Subsidiary, such Indebtedness shall be
subordinated to the obligations of the Borrower or such Guarantor under the Loan Documents on terms reasonably satisfactory to
the Administrative Agent; provided, further, that, with respect to any Restricted Period (as defined below), the aggregate amount
of Restricted Intercompany Indebtedness (as defined below) incurred during such period shall not exceed $50,000,000;

(d) Indebtedness of the Borrower or any Subsidiary owing to the Insurance Subsidiary in an aggregate principal
amount not to exceed $60,000,000 at any time outstanding; provided, that no more than $35,000,000 in principal amount of such
Indebtedness may be secured by Liens permitted under Section 5.13(k);

(e) Indebtedness arising in connection with Swap Agreements permitted by Section 5.25;

(f) Guarantees of the Borrower or any Subsidiary in respect of Indebtedness of the Borrower or any Subsidiary
otherwise permitted by this Section 5.12;

(g) unsecured Indebtedness of the Borrower or any Subsidiary (in addition to any of the other Indebtedness permitted
by this Section 5.12), provided,

(i) such Indebtedness is incurred in compliance with the other provisions hereof (including the restrictions
contained in Section 5.13 and 5.16);

(ii) such Indebtedness is on terms no more restrictive than the terms contained in this Agreement; and

(iii) such Indebtedness matures within one year after the date on which it is initially incurred, or matures after the
Maturity Date;
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(h) Indebtedness of any Foreign Subsidiary, Indebtedness in respect of Capital Leases, and purchase money
Indebtedness for fixed or capital assets; provided that the aggregate principal amount of all such Indebtedness shall not exceed
$100,000,000 at any one time outstanding;

(i) Indebtedness outstanding on the date hereof issued pursuant to the Senior Note Purchase Agreements (but not
including any extensions, renewals, refinancings or replacements of such Indebtedness); and

(j) additional unsecured Indebtedness of the Borrower or any Subsidiary (including Guarantees of Indebtedness of
joint ventures and other third parties) in a principal amount not to exceed $100,000,000 in the aggregate at any one time
outstanding.

Notwithstanding the foregoing, the Borrower will not permit the Insurance Subsidiary to directly or indirectly create, incur,
assume, Guarantee, or otherwise become directly or indirectly liable with respect to any Indebtedness except for liabilities arising
in the ordinary course of business in connection with insurance and reinsurance policies it has entered into or may enter into in
the ordinary course of business.

For purposes of this Section 5.12, (x) “Restricted Period” means any period commencing on the first day after the last day of any
fiscal quarter as of which the Debt to Adjusted EBITDA Ratio exceeds 2.50 to 1.00 and ending on the last day of the next
succeeding fiscal quarter as of which the Debt to Adjusted EBITDA Ratio does not exceed 2.50 to 1.00, and (y) “Restricted
Intercompany Indebtedness” means Indebtedness of any Subsidiary that is not a Guarantor owed to the Borrower or a Guarantor.

Section 5.13 Liens. The Borrower will not, and will not permit any of its Subsidiaries to, directly or indirectly create, incur,
assume or permit to exist (upon the happening of a contingency or otherwise) any Lien on or with respect to any property or asset
(including, without limitation, any document or instrument in respect of goods or accounts receivable, but excluding any shares
of the Borrower’s common stock purchased by the Borrower) of the Borrower or any such Subsidiary, whether now owned or
held or hereafter acquired, or any income or profits therefrom, or assign or otherwise convey any right to receive income or
profits, except:

(a) Liens for taxes not yet due or which are being contested in good faith and by appropriate proceedings diligently
conducted, if adequate reserves with respect thereto are maintained on the books of the applicable Person in accordance with
GAAP;

(b) statutory Liens of landlords and Liens of carriers, warehousemen, mechanics, materialmen and other similar Liens,
in each case, incurred in the ordinary course of business for sums not yet due, and any such Liens which are being contested in
good faith and by appropriate proceedings diligently conducted, if adequate reserves with respect thereto are maintained on the
books of the applicable Person in accordance with GAAP;
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(c) Liens (other than any Lien imposed by ERISA) incurred or deposits made in the ordinary course of business (i) in
connection with workers’ compensation, unemployment insurance and other types of social security or retirement benefits, or
(ii) to secure (or to obtain letters of credit that secure) the performance of tenders, statutory obligations, surety bonds, appeal
bonds, bids, leases (other than Capital Leases), performance bonds, purchase, construction or sales contracts and other similar
obligations, in each case not incurred or made in connection with the borrowing of money, the obtaining of advances or credit or
the payment of the deferred purchase price of property;

(d) Liens securing judgments for the payment of money that do not constitute an Event of Default under Article 6(i);

(e) (i) leases or subleases granted to others in the ordinary course of business and covering only the assets so leased
and (ii) easements, rights-of-way, restrictions and other similar charges or encumbrances that in the case of clause (ii) do not, in
the aggregate, materially detract from the value of the property subject thereto or materially interfere with the ordinary conduct
of the business of the Borrower or any of its Subsidiaries;

(f) (i) Liens on property of the Borrower or any of its Subsidiaries securing Indebtedness owing to the Borrower or to a
Guarantor permitted by Section 5.12(c), and (ii) Liens on property of any Subsidiary that is not a Material Subsidiary securing
Indebtedness owing to any other Subsidiary that is not a Material Subsidiary permitted by Section 5.12(c);

(g) (i) Liens contemplated by financing statements filed in respect of operating leases, and (ii) other Liens existing on
the Effective Date and described on Schedule 5.13;

(h) Liens granted in connection with Receivable Securitizations permitted by Section 5.26 on the receivables sold
pursuant thereto (together with all collections and other proceeds thereof and any collateral securing the payment thereof), all
right title and interest in and to the lockboxes and other collection accounts in which proceeds of such receivables are deposited,
the rights under the documents executed in connection with such Receivable Securitizations and in the Equity Interests issued by
any special purpose entity organized to purchase the receivables thereunder;

(i) any Lien renewing, extending or replacing any Lien permitted by Subsection (g) above, provided that (i) the
principal amount of Indebtedness or other obligation secured by such Lien immediately prior to such extension, renewal or
replacement is not increased or the maturity thereof reduced, (ii) such Lien is not extended to any other property, and
(iii) immediately after such extension, renewal or replacement no Default or Event of Default would exist or would result
therefrom;
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(j) (i) Liens on property of a Person which exist at the time such Person is merged or consolidated with or into, or
otherwise acquired by, the Borrower or a Subsidiary, which Liens were not granted in contemplation of such acquisition, merger,
or other consolidation and do not extend to any assets other than assets of the Person merged into or consolidated with the
Borrower or such Subsidiary or property of such Person acquired by the Borrower or such Subsidiary, and (ii) any Lien existing
on any asset prior to the acquisition thereof by the Borrower or a Subsidiary, which Liens were not granted in contemplation of
such acquisition and do not extend to any other property; provided, however, that the aggregate principal amount of all
Indebtedness secured by Liens permitted by this paragraph (j) shall not at any time exceed $25,000,000;

(k) Liens on property of the Borrower or any of its Subsidiaries securing Indebtedness owing to the Insurance
Subsidiary permitted by Section 5.12(d); provided that the aggregate principal amount of all Indebtedness secured by such Liens
shall not at any time exceed $35,000,000; and

(l) Liens securing Indebtedness permitted under Section 5.12(h); provided that, (i) with respect to Liens securing
Indebtedness permitted under Section 5.12(h) in respect of Capital Leases and purchase money Indebtedness for fixed or capital
assets, (A) such Liens do not at any time encumber any property other than the property financed by such Indebtedness, and
(B) the Indebtedness secured thereby does not exceed the cost or Fair Market Value, whichever is lower, of the property being
acquired on the date of acquisition, and (ii) Liens securing Indebtedness of Foreign Subsidiaries shall encumber only the assets
of Foreign Subsidiaries.

For the avoidance of doubt, any issued and outstanding common stock of the Borrower repurchased by the Borrower is not
deemed to be any property or asset of the Borrower for purposes of this Section 5.13, and, therefore, is not subject to the
restrictions contained in this Section 5.13.

Section 5.14 Restricted Payments. The Borrower will not, and will not permit any of its Subsidiaries to declare or make, or
incur any liability to declare or make, any Restricted Payment, except (a) Subsidiaries may declare and pay dividends ratably
with respect to the Equity Interests they have issued and (b) so long as no Default or Event of Default exists or would result
therefrom:

(i) the Borrower may declare and pay dividends during any fiscal quarter; provided, however, that the sum of
(A) the aggregate amount of dividends paid by the Borrower during such fiscal quarter and the immediately preceding three
fiscal quarters plus (B) the aggregate amount of Restricted Share Repurchases made during such fiscal quarter and the
immediately preceding three fiscal quarters shall not exceed an amount equal to the greater of (1) fifty percent (50%) of
Consolidated Net Income (calculated for the four fiscal quarters then most recently ended prior to the date of determination) or
(2) $40,000,000; and

(ii) the Borrower may repurchase shares of its common stock or other Equity Interests during any fiscal quarter,
provided, however, that the sum of (A) the aggregate amount of Restricted Share Repurchases made during such fiscal quarter
and the immediately preceding three fiscal quarters plus (B) the aggregate amount of dividends paid by the Borrower during such
fiscal quarter and the immediately preceding three fiscal quarters shall not exceed an amount equal to the greater of (1) fifty
percent (50%) of Consolidated Net Income (calculated for the four fiscal quarters then most recently ended prior to the date of
determination) or (2) $40,000,000.
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For purposes of this Section 5.14, the term “Restricted Share Repurchase” means any repurchase by the Borrower of shares of its
common stock or other Equity Interests if, immediately after giving pro forma effect to such share repurchase and any
Indebtedness incurred in connection therewith, the Debt to Adjusted EBITDA Ratio (calculated as of the last day of the most
recently ended fiscal quarter) exceeds 2.50 to 1.00.

Section 5.15 Financial Covenants. The Borrower will perform and observe the following financial covenants:

(a) Coverage Ratio. As of the end of each fiscal quarter, commencing with the fiscal quarter ending September 30,
2007, the Borrower shall not permit the ratio of Cash Flow for the four (4) fiscal quarters then ending to its Net Interest Expenses
for such period to be less than 3.00 to 1.00. As used herein the following terms have the following meanings:

“Cash Flow” means, for any period, the total of the following for the Borrower and the Subsidiaries calculated on a
consolidated basis without duplication for such period in accordance with GAAP: (A) EBITDA; minus (B) capital expenditures.

“Net Interest Expenses” means, for any period and any Person, the sum of the following calculated on a consolidated basis
without duplication in accordance with GAAP: (a) Interest Expenses minus (b) total cash interest income.

(b) Consolidated Indebtedness to Adjusted EBITDA. As of the last day of each fiscal quarter, commencing with the
fiscal quarter ending September 30, 2007, the Borrower shall not permit the Debt to Adjusted EBITDA Ratio to exceed 3.50 to
1.00.

Section 5.16 Limitation on Restrictive Agreements. The Borrower will not, nor will it permit any Subsidiary to, directly or
indirectly, enter into, incur or permit to exist any agreement or other arrangement that prohibits, restricts or imposes any
condition upon (a) the ability of the Borrower or any Subsidiary to create, incur or permit to exist any Lien upon any of its
property or assets, or (b) the ability of any Subsidiary to pay dividends or other Distributions with respect to any Equity Interests
issued by it or to make or repay loans or advances to the Borrower or any other Subsidiary or to be obligated under a Guaranty
with respect to Indebtedness of the Borrower or any other Subsidiary; provided that the foregoing shall not apply to:

(i) restrictions or conditions imposed by law or by any Loan Document or any of the Senior Note Purchase
Agreements (as in effect on the date hereof and as amended with the consent of the Administrative Agent);

(ii) restrictions or conditions existing on the date hereof identified on Schedule 5.16 (but shall apply to any
modification of any such restriction or condition expanding the scope thereof);

(iii) customary restrictions or conditions contained in agreements relating to the sale of a Subsidiary pending such
sale, provided such restrictions and conditions apply only to the Subsidiary that is to be sold and such sale is permitted
hereunder;
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(iv) restrictions or conditions imposed by any agreement relating to Capital Leases, purchase money Liens or
Receivables Securitizations (in which cases, the restrictions or conditions shall only be effective against the assets financed or
acquired thereby and the proceeds thereof);

(v) customary provisions in leases and other contracts restricting the assignment thereof;

(vi) restrictions or conditions with respect to a Subsidiary that is not a Subsidiary on the date hereof, provided
that such restrictions or conditions (a) are in existence at the time such Person becomes a Subsidiary and are not incurred in
connection with, or in contemplation of, such Person becoming a Subsidiary and (b) apply only to such Subsidiary and do not
extend to the Borrower or any other Subsidiary or any of their respective assets;

(vii) customary provisions contained in agreements entered into in connection with Indebtedness owed by any
Foreign Subsidiary that impose restrictions on the ability of such Foreign Subsidiary to grant Liens on its property or declare, pay
or set aside funds for the making of any Distribution in respect of the Equity Interests issued by such Foreign Subsidiary; and

(viii) customary provisions contained in agreements entered into in connection with Receivable Securitizations
permitted hereby that impose restrictions on the ability of the special purpose entity party thereto to declare, pay or set aside
funds for the making of any Distribution in respect of the Equity Interests issued by such entity.

Section 5.17 Preferred Stock of Subsidiaries. The Borrower will not permit any Subsidiary to issue or permit to remain
outstanding any Preferred Stock unless such Preferred Stock is issued to and at all times owned and held by the Borrower or a
Wholly–Owned Subsidiary.

Section 5.18 Financial and Business Information. The Borrower will furnish to the Administrative Agent:

(a) Quarterly Statements. Within 45 days after the end of each quarterly fiscal period in each fiscal year of the
Borrower (other than the last quarterly fiscal period of each such fiscal year), duplicate copies of

(i) consolidated balance sheets of the Borrower and its Subsidiaries as at the end of such quarter, and

(ii) consolidated statements of income, changes in shareholders’ equity and cash flows of the Borrower and its
Subsidiaries for such quarter and (in the case of the second and third quarters) for the portion of the fiscal year ending with such
quarter,

all in reasonable detail and setting forth in comparative form the figures for the corresponding periods in the previous fiscal year,
prepared in accordance with GAAP applicable to quarterly financial statements generally, and certified by a Senior Financial
Officer as fairly presenting, in all material respects, the financial position of the Borrower and its Subsidiaries and their results of
operations and cash flows, subject to changes resulting from year–end adjustments, provided that delivery within the time period
specified above of copies of the Borrower’s Quarterly Report on Form 10–Q prepared in compliance with the requirements
therefor and filed with the Securities and Exchange Commission shall be deemed to satisfy the requirements of this
Section 5.18(a).
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(b) Annual Statements. Within 90 days after the end of each fiscal year of the Borrower, duplicate copies of:

(i) consolidated balance sheets of the Borrower and its Subsidiaries as at the end of such year, and

(ii) consolidated statements of income, changes in shareholders’ equity and cash flows of the Borrower and its
Subsidiaries for such year,

setting forth in each case in comparative form the figures for the previous fiscal year, all in reasonable detail, prepared in
accordance with GAAP, and accompanied by an opinion thereon of independent certified public accountants of recognized
national standing, which opinion shall not be subject to any “going concern” or like qualification or exception or any
qualification or exception as to the scope of such audit, and which opinion shall state that such financial statements present fairly,
in all material respects, the financial position of the Borrower and its Subsidiaries and their results of operations and cash flows
and have been prepared in conformity with GAAP, and that the examination of such accountants in connection with such
financial statements has been made in accordance with generally accepted auditing standards, and that such audit provides a
reasonable basis for such opinion in the circumstances; provided that the delivery within the time period specified above of the
Borrower’s Annual Report on Form 10–K for such fiscal year (together with the Borrower’s annual report to shareholders, if any,
prepared pursuant to Rule 14a–3 under the Exchange Act) prepared in accordance with the requirements therefor and filed with
the Securities and Exchange Commission shall be deemed to satisfy the requirements of clauses (i) and (ii) of this
Section 5.18(b).

(c) SEC and Other Reports. If the Borrower or any Subsidiary shall be required to file reports with the Securities and
Exchange Commission, promptly upon their becoming publicly available, one copy of (i) each financial statement, report, notice
or proxy statement sent by the Borrower or any Subsidiary to public securities holders generally, and (ii) each regular or periodic
report, each registration statement that shall have become effective (without exhibits except as expressly requested by the
Administrative Agent or such Lender), and each final prospectus and all amendments thereto filed by the Borrower or any
Subsidiary with the Securities and Exchange Commission;

(d) Notice of Default or Event of Default. Promptly, and in any event within five Business Days after a Responsible
Officer becomes aware of the existence of any Default or Event of Default, a written notice specifying the nature and period of
existence thereof and what action the Borrower is taking or proposes to take with respect thereto;
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(e) ERISA Matters. Promptly, and in any event within five Business Days, after a Responsible Officer becomes aware
of any of the following, a written notice setting forth the nature thereof and the action, if any, that the Borrower or an ERISA
Affiliate proposes to take with respect thereto:

(i) with respect to any Plan, any Reportable Event for which the potential cost to the Borrower or such ERISA
Affiliate resulting therefrom exceeds $500,000; or

(ii) the taking by the PBGC of steps to institute, or the threatening in writing by the PBGC of the institution of,
proceedings under Section 4042 of ERISA for the termination of, or the appointment of a trustee to administer, any Plan, or the
receipt by the Borrower or any ERISA Affiliate of a notice from a Multiemployer Plan that such action has been taken by the
PBGC with respect to such Multiemployer Plan; or

(iii) any event, transaction or condition that could result in the incurrence of any liability by the Borrower or any
ERISA Affiliate pursuant to Title I or IV of ERISA or the penalty or excise tax provisions of the Code relating to any Plan, or in
the imposition of any Lien on any of the rights, properties or assets of the Borrower or any ERISA Affiliate pursuant to Title I or
IV of ERISA or such penalty or excise tax provisions, if such liability or Lien, taken together with any other such liabilities or
Liens then existing, would reasonably be expected to have a Material Adverse Effect.

(f) Requested Information. With reasonable promptness, such other data and information relating to the operations,
business affairs, or financial condition of the Borrower or any of its Subsidiaries as from time to time may be reasonably
requested by any Lender.

(g) Compliance Certificate. Each set of financial statements delivered pursuant to Section 5.18(a) or Section 5.18(b)
hereof shall be accompanied by a certificate of a Senior Financial Officer setting forth:

(i) Covenant Compliance. The information (including detailed calculations) required in order to establish the
Debt to Adjusted EBITDA Ratio, the Applicable Margin, the Facility Fee Percentage, the Letter of Credit Fee Percentage, the
then existing Material Subsidiaries, and whether the Borrower was in compliance with the requirements of Section 5.15 hereof
(including the calculations of the maximum or minimum amount, ratio or percentage, as the case may be, permissible under the
terms of such Section, and the calculation of the amount, ratio or percentage then in existence); and

(ii) Event of Default. A statement that such officer has reviewed the relevant terms hereof and has made, or
caused to be made, under his or her supervision, a review of the transactions and conditions of the Borrower and its Subsidiaries
from the beginning of the quarterly or annual period covered by the statements then being furnished to the date of the certificate
and that such review shall not have disclosed the existence during such period of any condition or event that constitutes a Default
that is continuing or an Event of Default that has not been cured or waived as of the date of such statement or, if any such
condition or event exists, specifying the nature and period of existence thereof and what action the Borrower shall have taken or
proposes to take with respect thereto; and
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(iii) Litigation. A written statement that, to the best of such officer’s knowledge after due inquiry, except as
otherwise disclosed in writing to the Administrative Agent, there is no litigation (including derivative actions), arbitration
proceeding or governmental proceeding or investigation (including but not limited to environmental matters) pending to which
the Borrower or any Subsidiary is a party, or with respect to the Borrower or any Subsidiary or their respective properties, as to
which there is a significant possibility of an adverse determination which, if determined adversely to the Borrower or any
Subsidiary, would reasonably be expected to result in a Material Adverse Effect.

(h) Debt Rating. Promptly upon receipt thereof, written notice of any downgrade in any rating of the Borrower’s
Indebtedness by Moody’s, S&P or any other rating agency that issues ratings for the Borrower’s Indebtedness.

(i) Other Information. Promptly, such additional information regarding the business, financial or corporate affairs of
the Borrower or any Subsidiary or regarding compliance with the terms of the Loan Documents as the Administrative Agent or
any Lender may from time to time reasonably request, provided that the Borrower shall not be required to provide financial
projections, or consolidating financial statements more frequently than once per calendar year.

Documents required to be delivered pursuant to Section 5.18(a) or (b) or (c) (to the extent any such documents are included
in materials otherwise filed with the Securities and Exchange Commission) may be delivered electronically and if so delivered,
shall be deemed to have been delivered on the date (i) on which the Borrower posts such documents, or provides a link thereto on
the Borrower’s website on the Internet at the website address listed on Schedule 8.01; or (ii) on which such documents are
posted on the Borrower’s behalf on an Internet or intranet website, if any, to which each Lender and the Administrative Agent
have access (whether a commercial, third-party website or whether sponsored by the Administrative Agent); provided that the
Borrower shall deliver paper copies of such documents to the Administrative Agent or any Lender that requests the Borrower to
deliver such paper copies until a written request to cease delivering paper copies is given by the Administrative Agent or such
Lender. Notwithstanding anything contained herein, in every instance the Borrower shall be required to provide paper copies of
the Compliance Certificates required by Section 5.18(g) to the Administrative Agent. Except for such Compliance Certificates,
the Administrative Agent shall have no obligation to request the delivery or to maintain copies of the documents referred to
above, and in any event shall have no responsibility to monitor compliance by the Borrower with any such request for delivery,
and each Lender shall be solely responsible for requesting delivery to it or maintaining its copies of such documents.
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The Borrower hereby acknowledges that (a) the Administrative Agent and/or the Joint Lead Arrangers will make available
to the Lenders and the Issuing Banks materials and/or information provided by or on behalf of the Borrower hereunder
(collectively, “Borrower Materials”) by posting the Borrower Materials on IntraLinks or another similar electronic system (the
“Platform”) and (b) certain of the Lenders may be “public-side” Lenders (i.e., Lenders that do not wish to receive material non-
public information with respect to the Borrower or its securities) (each, a “Public Lender”). The Borrower hereby agrees that so
long as Borrower is the issuer of any outstanding debt or equity securities that are registered or issued pursuant to a private
offering or is actively contemplating issuing any such securities (w) all Borrower Materials that are to be made available to
Public Lenders shall be clearly and conspicuously marked “PUBLIC” which, at a minimum, shall mean that the word “PUBLIC”
shall appear prominently on the first page thereof; (x) by marking Borrower Materials “PUBLIC,” the Borrower shall be deemed
to have authorized the Administrative Agent, the Joint Lead Arrangers, the Issuing Banks and the Lenders to treat such Borrower
Materials as not containing any material non-public information with respect to the Borrower or its securities for purposes of
United States Federal and state securities laws (provided, however, that to the extent such Borrower Materials constitute
Information (as defined in Section 8.15), they shall be treated as set forth in Section 8.15); (y) all Borrower Materials marked
“PUBLIC” are permitted to be made available through a portion of the Platform designated “Public Investor;” and (z) the
Administrative Agent and the Joint Lead Arrangers shall be entitled to treat the Borrower Materials that are not marked
“PUBLIC” as being suitable only for posting on a portion of the Platform not designated “Public Investor.” Notwithstanding the
foregoing, Borrower shall not be under any obligation to mark the Borrower Materials “PUBLIC.”

Section 5.19 Inspection; Confidentiality. The Borrower shall permit the representatives of the Administrative Agent and
each Lender:

(a) No Default. If no Default or Event of Default then exists, at the expense of the Administrative Agent or any Lender
and upon reasonable prior notice to the Borrower, to visit the principal executive office of the Borrower, to discuss the affairs,
finances and accounts of the Borrower and its Subsidiaries with the Borrower’s officers and (with the consent of the Borrower,
which consent will not be unreasonably withheld) its independent public accountants, and (with the consent of the Borrower,
which consent will not be unreasonably withheld) to visit the other offices and properties of the Borrower and each Subsidiary,
all at such reasonable times and as often as may be reasonably requested in writing;

(b) Default. If a Default or Event of Default then exists, at the expense of the Borrower, to visit and inspect any of the
offices or properties of the Borrower or any Subsidiary, to examine all their respective books of account, records, reports and
other papers, to make copies and extracts therefrom, and to discuss their respective affairs, finances and accounts with their
respective officers and independent public accountants (and by this provision the Borrower authorizes said accountants to discuss
the affairs, finances and accounts of the Borrower and its Subsidiaries), all at such times and as often as may be requested; and

(c) Technical Data. Anything herein to the contrary notwithstanding, neither the Borrower nor any of its Subsidiaries
shall have any obligations to disclose pursuant to this Agreement any engineering, scientific, or other technical data without
significance to the analysis of the financial position of the Borrower and its Subsidiaries.

Section 5.20 Books and Records. The Borrower shall maintain its financial records in accordance with GAAP and all other
business and operating records in accordance with reasonably prudent business practices.
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Section 5.21 New Material Subsidiaries. Within forty-five (45) days after the end of each fiscal quarter, the Borrower shall
cause (a) each Subsidiary (other than an Excluded Foreign Subsidiary) that is a Material Subsidiary and was created or acquired
during the fiscal quarter then ending, and each Subsidiary (other than an Excluded Foreign Subsidiary) that became a Material
Subsidiary during such fiscal quarter (any such Material Subsidiary, herein a “New Material Subsidiary”), to execute and
deliver to the Administrative Agent a Subsidiary Joinder Agreement joining it as a guarantor under the Subsidiary Guaranty and
such other documentation as the Administrative Agent may reasonably request for such purpose and (b) deliver to the
Administrative Agent documents of the types referred to in clauses (i), (ii) and (iii) of Section 4.02(b), all in form, content and
scope reasonably satisfactory to the Administrative Agent.

Section 5.22 Intentionally Omitted.

Section 5.23 Investments, Loans, Advances, and Acquisitions. The Borrower will not, and will not permit any of its
Subsidiaries to, purchase, hold or acquire (including pursuant to any merger with any Person that was not a Wholly-Owned
Subsidiary prior to such merger) any Equity Interests in, or evidences of Indebtedness or other securities of, or make or permit to
exist any loans or advances to, or make or permit to exist any investment or any other interest in, any other Person, or purchase
or otherwise acquire (in one transaction or a series of transactions) any assets of any other Person constituting a business unit (all
of the foregoing, “Investments”) except:

(a) Investments held by the Borrower or any Subsidiary in the form of Cash Equivalents;

(b) Investments existing on the date hereof and set forth on Schedule 5.23;

(c) Investments by the Borrower and its Subsidiaries in Equity Interests in their respective Subsidiaries;

(d) loans or advances made by the Borrower to any Subsidiary and made by any Subsidiary to the Borrower or any
other Subsidiary in accordance with the limitations set forth in Section 5.12;

(e) loans or advances made by the Borrower or any Subsidiary to third parties (other than the Borrower or any of the
Subsidiaries); provided that the Dollar Equivalent of the aggregate outstanding amount of all Indebtedness permitted under this
subclause (e) shall not at any time exceed $50,000,000;

(f) Investments received in connection with the bankruptcy or reorganization of, or settlement of delinquent accounts
and disputes with, customers and suppliers, in each case in the ordinary course of business;

(g) Investments permitted by Section 5.10;

(h) extensions of trade credit in the ordinary course of business;

(i) Investments in the Equity Interests in the special purpose entities established under the Receivable Securitizations
permitted by Section 5.26; provided that, the aggregate amount of cash invested in all such entities shall not exceed $1,000,000;
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(j) if no Default or Event of Default exists or would result therefrom, Borrower and any Subsidiary may acquire all the
Equity Interests of any Person or all or substantially all of the assets of any Person or the assets of a Person constituting a
business unit if the following conditions are satisfied:

(i) if the proposed acquisition is an acquisition of the Equity Interests of a Target, the acquisition is structured so
that the Target will become a Wholly-Owned Subsidiary or will, simultaneously with the acquisition be merged into the
Borrower or a Wholly-Owned Subsidiary, and if the proposed acquisition is an acquisition of a business unit or all or
substantially all of the assets of a Person, the acquisition will be structured so that Borrower or one or more Wholly-Owned
Subsidiaries will acquire the assets;

(ii) the Purchase Price (as defined below) for the proposed acquisition in question, when aggregated with the sum
of the Dollar Equivalent amount of the Purchase Price paid for each acquisition consummated during the most recently ended
period of four consecutive fiscal quarters does not exceed an amount equal to 1.50 multiplied by the Adjusted EBITDA for such
period; provided that if as of the date of any proposed acquisition, (A) the unsecured senior debt rating of the Borrower is BBB-
or better by S&P and Baa3 or better by Moody’s; (B) the Borrower has retained those ratings for more than 6 months; and
(C) such debt is not on negative watch by any rating agency which has issued the Borrower such debt rating, then the restrictions
contained in this clause (ii) shall not apply; provided further, however, if at any time thereafter: (a) the unsecured senior debt
rating of the Borrower has been downgraded below BBB- by S&P or below Baa3 by Moody’s or (b) such debt is on negative
watch by any rating agency which has issued the Borrower such debt rating, then the restrictions contained in this clause (ii) shall
again apply to any proposed acquisition thereafter consummated (the term “Purchase Price” means, as of any date of
determination and with respect to a proposed acquisition, the purchase price to be paid for the Target or its assets, including all
cash consideration paid (whether classified as purchase price, non-compete or consulting payments or otherwise), the value of all
other assets to be transferred by the purchaser in connection with such acquisition to the seller (including any stock issued to the
seller), all valued in accordance with the applicable purchase agreement, and the outstanding principal amount of all
Indebtedness of the Target or that the purchaser assumed or acquired in connection with such acquisition); and

(iii) such acquisition has been: (i) in the event a corporation or its assets is the Target, either (x) approved by the
board of directors of the corporation which is the Target, or (y) recommended by such board of directors to the shareholders of
such Target, (ii) in the event a partnership is the Target, approved by a majority (by percentage of voting power) of the partners
of the Target, (iii) in the event an organization or entity other than a corporation or partnership is the Target, approved by a
majority (by percentage of voting power) of the governing body, if any, or by a majority (by percentage of ownership interest) of
the owners of the Target or (iv) in the event the corporation, partnership or other organization or entity which is the Target is in
bankruptcy, approved by the bankruptcy court or another court of competent jurisdiction;

(k) any other Investment (and not of a type covered by paragraph (j) of this Section) by the Borrower or any
Subsidiary; provided that, the sum of all such Investments under this clause (k) shall not exceed $100,000,000 in the aggregate at
any time outstanding; and
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(l) promissory notes payable to the Borrower or any of its Subsidiaries received in connection with the sale of their
assets; provided that (i) the applicable asset sale is permitted under the terms of Section 5.11, and (ii) the aggregate principal
amount of all such promissory notes outstanding at any time shall not exceed 2.5% of the value of the Consolidated Assets of the
Borrower and its Subsidiaries as of the last day of the fiscal year most recently ended prior to such time.

Section 5.24 Intentionally Omitted.

Section 5.25 Swap Agreements. The Borrower will not, and will not permit any of its Subsidiaries to, enter into any Swap
Agreement, except: (a) Swap Agreements entered into to hedge or mitigate risks to which the Borrower or any Subsidiary has
actual exposure (other than those in respect of Equity Interests or Indebtedness of the Borrower or any of its Subsidiaries) and (b)
Swap Agreements entered into in order to effectively cap, collar or exchange interest rates (from fixed to floating rates, from one
floating rate to another floating rate or otherwise) with respect to any interest–bearing liability or investment of the Borrower or
any Subsidiary.

Section 5.26 Limitations on Receivable Securitizations. The Borrower will not permit the aggregate amount of the funds
extended to purchase the receivables of the Borrower or any of its Subsidiaries which are outstanding at any time under all
Receivable Securitizations and not repaid from collections on receivables to at any time exceed the greater of (i) $225,000,000,
or (ii) an amount equal to Adjusted EBITDA for the most recently ended period of four consecutive fiscal quarters.

Section 5.27 Fiscal Year. The Borrower will not, and will not permit any of its Subsidiaries, to make any change in its or
their fiscal year.

ARTICLE 6

EVENTS OF DEFAULT

In case of the happening of any of the following events (each an “Event of Default”):

(a) the Borrower defaults in the payment of any principal on any Loan or the reimbursement of any L/C Disbursement,
in each case when the same becomes due and payable, whether at maturity or at a date fixed for prepayment or by declaration or
otherwise; or

(b) the Borrower defaults in the payment of any interest on any Loan or fee hereunder for more than five Business
Days after the same becomes due and payable; or

(c) the Borrower defaults in the performance of or compliance with any term applicable to the Borrower and contained
in Section 2.10(c), Sections 5.10 through 5.16, Section 5.18(d), or Section 5.23; or

(d) any Obligated Party defaults in the performance of or compliance with any term contained in any Loan Document
to which it is a party (other than those referred to in paragraphs (a), (b) and (c) of this Article 6) and such default is not remedied
within 30 days after the earlier of (A) a Responsible Officer obtaining actual knowledge of such default and (B) the Borrower
receiving written notice of such default from the Administrative Agent or any Lender (any such written notice to be identified as
a “notice of default” and to refer specifically to this paragraph (d) of Article 6); or
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(e) any representation, warranty, certification or statement of fact made or deemed made by or on behalf of any
Obligated Party in any Loan Document or any certificate, financial statement, or other document, instrument or agreement
furnished in connection with the transactions contemplated hereby proves to have been false or incorrect in any material respect
on the date as of which made or deemed made; or

(f) the Borrower or any Subsidiary: (i) is in default (as principal or as guarantor or other surety) in the payment of any
principal of, or premium or make–whole amount or interest on, or other amount in respect of, any Subject Indebtedness (as
defined below) or (ii) is in default in the performance of or compliance with any term of any evidence of any Subject
Indebtedness or other agreement relating thereto or any other condition exists, and as a consequence of such default or condition,
such Subject Indebtedness: (A) has become, or has been declared, due and payable before its stated maturity or before its
regularly scheduled dates of payment, or (B) the holder or holders of any such Subject Indebtedness or any trustee or agent
acting on its or their behalf is permitted to declare such Subject Indebtedness due and payable before its stated maturity or before
its regularly scheduled dates of payment or to terminate any commitment relating thereto (as used in this clause (f), the term
“Subject Indebtedness” means (i) Indebtedness that is outstanding in an aggregate principal amount the Dollar Equivalent of
which is at least $40,000,000; or (ii) any Receivable Securitization in respect of which the Receivable Securitization Outstanding
is at least $40,000,000; or

(g) the Borrower or any Subsidiary (i) is generally not paying, or admits in writing its inability to pay, its debts as they
become due, (ii) files, or consents by answer or otherwise to the filing against it of, a petition for relief or reorganization or
arrangement or any other petition in bankruptcy, for liquidation or to take advantage of any bankruptcy, insolvency,
reorganization, moratorium or other similar law of any jurisdiction, (iii) makes an assignment for the benefit of its creditors,
(iv) consents to the appointment of a custodian, receiver, trustee or other officer with similar powers with respect to it or with
respect to any substantial part of its property, (v) is adjudicated as insolvent or to be liquidated, or (vi) takes corporate action for
the purpose of any of the foregoing; provided, however, that this clause (g) shall not apply to any Subsidiary of the Borrower the
book value of whose total assets (determined in accordance with GAAP) is less than $25,000,000; or

(h) a court or Governmental Authority of competent jurisdiction enters an order appointing, without consent by the
Borrower or any of its Subsidiaries, a custodian, receiver, trustee or other officer with similar powers with respect to it or with
respect to any substantial part of its property, or constituting an order for relief or approving a petition for relief or reorganization
or any other petition in bankruptcy or for liquidation or to take advantage of any bankruptcy or insolvency law of any
jurisdiction, or ordering the dissolution, winding–up or liquidation of the Borrower or any of its Subsidiaries, or any such petition
shall be filed against the Borrower or any of its Subsidiaries and such petition shall not be dismissed within 60 days; provided,
however, that this clause (h) shall not apply to any Subsidiary of the Borrower the book value of whose total assets (determined
in accordance with GAAP) is less than $25,000,000; or
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(i) a final judgment or judgments for the payment of money aggregating in excess of $40,000,000 (to the extent not
covered by independent third party insurance as to which the insurer does not dispute coverage) are rendered against one or more
of the Borrower and its Subsidiaries and which judgments are not, within 60 days after entry thereof, bonded, discharged or
stayed pending appeal, or are not discharged within 60 days after the expiration of such stay; or

(j) if (i) any Plan subject to the minimum funding standards of ERISA or the Code shall fail to satisfy such standards
for any plan year or part thereof or a waiver of such standards or extension of any amortization period is sought or granted under
Section 412 of the Code, (ii) a notice of intent to terminate any Plan shall have been or is reasonably expected to be filed with the
PBGC or the PBGC shall have instituted proceedings under ERISA Section 4042 to terminate or appoint a trustee to administer
any Plan or the PBGC shall have notified the Borrower or any ERISA Affiliate that a Plan may become a subject of any such
proceedings, (iii) the aggregate amount of accumulated benefit obligations under all Plans subject to Title IV of ERISA (other
than Multiemployer Plans), determined in accordance with Financial Accounting Standards Board Statement No. 87 or 132, as
the case may be, as of the end of such Plans’ most recently ended plan year on the basis of actuarial assumptions specified for
funding purposes in such Plans’ most recent actuarial valuation report, shall exceed the aggregate current value of the assets of
such Plans by more than $50,000,000, (iv) the Borrower or any ERISA Affiliate shall have incurred or is reasonably expected to
incur any liability pursuant to Title I or IV of ERISA or the penalty or excise tax provisions of the Code relating to employee
benefit plans, (v) the Borrower or any ERISA Affiliate withdraws from any Multiemployer Plan, (vi) the Borrower or any
Subsidiary establishes or amends any employee welfare benefit plan that provides post–employment welfare benefits in a manner
that would increase the liability of the Borrower or any Subsidiary thereunder; (vii) any Person shall engage in any “prohibited
transaction” (as defined in Section 406 of ERISA or Section 4975 of the Code) involving any Plan, or (viii) a Reportable Event
shall occur with respect to any Plan; and any such event or events described in clauses (i) through (viii) above, either individually
or together with any other such event or events, would reasonably be expected to have a Material Adverse Effect (as used in
Article 6, the terms “employee benefit plan” and “employee welfare benefit plan” shall have the respective meanings assigned to
such terms in Section 3 of ERISA); or

(k) the Subsidiary Guaranty shall for any reason cease to be in full force and effect and valid, binding and enforceable
in accordance with its terms, or any Obligated Party shall so assert in writing;
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then, and in every such event, and at any time thereafter during the continuance of such event, the Administrative Agent shall, at
the request of or may, with the consent of, the Required Lenders, by notice to the Borrower, take any or all of the following
actions, at the same or different times: (i) terminate forthwith the right of the Borrower to borrow hereunder or to request the
issuance, amendment, extension or renewal or other modification of any Letter of Credit, (ii) exercise any rights that may be
available upon an Event of Default to terminate or cancel any outstanding Letters of Credit, or require that the Borrower Cash
Collateralize the L/C Obligations, and (iii) declare the Loans and all reimbursement obligations for L/C Disbursements then
outstanding to be forthwith due and payable in whole or in part, whereupon the principal of the Loans and the reimbursement
obligations for L/C Disbursements, so declared to be due and payable, together with accrued interest thereon and any unpaid
accrued Fees and all other liabilities of the Borrower accrued hereunder, shall become forthwith due and payable, without
presentment, demand, protest, notice of intent to accelerate, notice of acceleration or any other notice of any kind, all of which
are hereby expressly waived, anything contained herein to the contrary notwithstanding; provided that in the case of any event
described in paragraph (g) or (h) above with respect to any Obligated Party, all the Commitments of the Lenders, the
commitment of the Swingline Lender to make Swingline Loans and the agreement of the Issuing Banks hereunder to issue
Letters of Credit shall automatically terminate and the principal amount of all Loans and all reimbursement obligations for L/C
Disbursements then outstanding, together with accrued interest thereon and any unpaid accrued Fees and all other liabilities of
the Obligated Parties accrued under the Loan Documents shall automatically become due and payable, without presentment,
demand, protest, notice of intent to accelerate, notice of acceleration or any other notice of any kind, all of which are hereby
expressly waived by the Borrower, anything contained herein to the contrary notwithstanding, and the obligation of the Borrower
to Cash Collateralize the L/C Obligations as aforesaid shall automatically become effective, in each case without further act of
the Administrative Agent or any Lender. In addition to the other rights and remedies that the Lenders may have upon the
occurrence of an Event of Default, the Required Lenders may direct the Administrative Agent to exercise the rights and remedies
available to it under the Subsidiary Guaranty.

ARTICLE 7

THE ADMINISTRATIVE AGENT

Section 7.01 Appointment and Authority. Each of the Lenders and each Issuing Bank hereby irrevocably appoints Bank of
America to act on its behalf as the Administrative Agent hereunder and under the other Loan Documents and authorizes the
Administrative Agent to take such actions on its behalf and to exercise such powers as are delegated to the Administrative Agent
by the terms hereof or thereof, together with such actions and powers as are reasonably incidental thereto. The provisions of this
Article are solely for the benefit of the Administrative Agent, the Lenders and the Issuing Banks, and neither the Borrower nor
any other Obligated Party shall have rights as a third party beneficiary of any of such provisions.

Section 7.02 Rights as a Lender. The Person serving as the Administrative Agent hereunder shall have the same rights and
powers in its capacity as a Lender as any other Lender and may exercise the same as though it were not the Administrative Agent
and the term “Lender” or “Lenders” shall, unless otherwise expressly indicated or unless the context otherwise requires, include
the Person serving as the Administrative Agent hereunder in its individual capacity. Such Person and its Affiliates may accept
deposits from, lend money to, act as the financial advisor or in any other advisory capacity for and generally engage in any kind
of business with the Borrower or any Subsidiary or other Affiliate thereof as if such Person were not the Administrative Agent
hereunder and without any duty to account therefor to the Lenders.
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Section 7.03 Exculpatory Provisions. The Administrative Agent shall not have any duties or obligations except those
expressly set forth herein and in the other Loan Documents. Without limiting the generality of the foregoing, the Administrative
Agent:

(a) shall not be subject to any fiduciary or other implied duties, regardless of whether a Default has occurred and is
continuing;

(b) shall not have any duty to take any discretionary action or exercise any discretionary powers, except discretionary
rights and powers expressly contemplated hereby or by the other Loan Documents that the Administrative Agent is required to
exercise as directed in writing by the Required Lenders (or such other number or percentage of the Lenders as shall be expressly
provided for herein or in the other Loan Documents), provided that the Administrative Agent shall not be required to take any
action that, in its opinion or the opinion of its counsel, may expose the Administrative Agent to liability or that is contrary to any
Loan Document or applicable law; and

(c) shall not, except as expressly set forth herein and in the other Loan Documents, have any duty to disclose, and shall
not be liable for the failure to disclose, any information relating to the Borrower or any of its Affiliates that is communicated to
or obtained by the Person serving as the Administrative Agent or any of its Affiliates in any capacity.

The Administrative Agent shall not be liable for any action taken or not taken by it (i) with the consent or at the request of
the Required Lenders (or such other number or percentage of the Lenders as shall be necessary, or as the Administrative Agent
shall believe in good faith shall be necessary, under the circumstances as provided in Sections 8.09 and Article 6) or (ii) in the
absence of its own gross negligence or willful misconduct. The Administrative Agent shall be deemed not to have knowledge of
any Default or Event of Default unless and until notice describing such Default or Event of Default is given to the Administrative
Agent by the Borrower, a Lender or an Issuing Bank.

The Administrative Agent shall not be responsible for or have any duty to ascertain or inquire into (i) any statement,
warranty or representation made in or in connection with this Agreement or any other Loan Document, (ii) the contents of any
certificate, report or other document delivered hereunder or thereunder or in connection herewith or therewith, (iii) the
performance or observance of any of the covenants, agreements or other terms or conditions set forth herein or therein or the
occurrence of any Default or Event of Default, (iv) the validity, enforceability, effectiveness or genuineness of this Agreement,
any other Loan Document or any other agreement, instrument or document or (v) the satisfaction of any condition set forth in
Article 4 or elsewhere herein, other than to confirm receipt of items expressly required to be delivered to the Administrative
Agent.

Section 7.04 Reliance by Administrative Agent. The Administrative Agent shall be entitled to rely upon, and shall not incur
any liability for relying upon, any notice, request, certificate, consent, statement, instrument, document or other writing
(including any electronic message, Internet or intranet website posting or other distribution) believed by it to be genuine and to
have been signed, sent or otherwise authenticated by the proper Person. The Administrative Agent also may rely upon any
statement made to it orally or by telephone and believed by it to have been made by the proper Person, and shall not incur any
liability for relying thereon. In determining compliance with any condition hereunder to the making of a Loan, or the issuance of
a Letter of Credit, that by its terms must be fulfilled to the satisfaction of a Lender or an Issuing Bank, the Administrative Agent
may presume that such condition is satisfactory to such Lender or Issuing Bank unless the Administrative Agent shall have
received notice to the contrary from such Lender or Issuing Bank prior to the making of such Loan or the issuance of such Letter
of Credit. The Administrative Agent may consult with legal counsel (who may be counsel for the Borrower), independent
accountants and other experts selected by it, and shall not be liable for any action taken or not taken by it in accordance with the
advice of any such counsel, accountants or experts.
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Section 7.05 Delegation of Duties. The Administrative Agent may perform any and all of its duties and exercise its rights
and powers hereunder or under any other Loan Document by or through any one or more sub agents appointed by the
Administrative Agent. The Administrative Agent and any such sub agent may perform any and all of its duties and exercise its
rights and powers by or through their respective Related Parties. The exculpatory provisions of this Article shall apply to any
such sub agent and to the Related Parties of the Administrative Agent and any such sub agent, and shall apply to their respective
activities in connection with the syndication of the credit facilities provided for herein as well as activities as Administrative
Agent.

Section 7.06 Resignation of Administrative Agent. The Administrative Agent may at any time give notice of its resignation
to the Lenders and the Borrower. Upon receipt of any such notice of resignation, the Required Lenders shall have the right, in
consultation with the Borrower, to appoint a successor, which shall be a bank with an office in the United States, or an Affiliate
of any such bank with an office in the United States. If no such successor shall have been so appointed by the Required Lenders
and shall have accepted such appointment within 30 days after the retiring Administrative Agent gives notice of its resignation,
then the retiring Administrative Agent may on behalf of the Lenders and the Issuing Banks appoint a successor Administrative
Agent meeting the qualifications set forth above; provided that if the Administrative Agent shall notify the Borrower and the
Lenders that no qualifying Person has accepted such appointment, then such resignation shall nonetheless become effective in
accordance with such notice and (1) the retiring Administrative Agent shall be discharged from its duties and obligations
hereunder and under the other Loan Documents (except that in the case of any collateral security held by the Administrative
Agent on behalf of the Lenders under any of the Loan Documents, the retiring Administrative Agent shall continue to hold such
collateral security until such time as a successor Administrative Agent is appointed) and (2) all payments, communications and
determinations provided to be made by, to or through the Administrative Agent shall instead be made by or to each Lender and
each Issuing Bank directly, until such time as the Required Lenders appoint a successor Administrative Agent as provided for
above in this Section. Upon the acceptance of a successor’s appointment as Administrative Agent hereunder, such successor shall
succeed to and become vested with all of the rights, powers, privileges and duties of the retiring (or retired) Administrative
Agent, and the retiring Administrative Agent shall be discharged from all of its duties and obligations hereunder or under the
other Loan Documents (if not already discharged therefrom as provided above in this Section). The fees payable by the Borrower
to a successor Administrative Agent shall be the same as those payable to its predecessor unless otherwise agreed between the
Borrower and such successor. After the retiring Administrative Agent’s resignation hereunder and under the other Loan
Documents, the provisions of this Article and Section 8.05 shall continue in effect for the benefit of such retiring Administrative
Agent, its sub agents and their respective Related Parties in respect of any actions taken or omitted to be taken by any of them
while the retiring Administrative Agent was acting as Administrative Agent.
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Any resignation by Bank of America as Administrative Agent pursuant to this Section shall also constitute its resignation as
an Issuing Bank and as Swingline Lender. Upon the acceptance of a successor’s appointment as Administrative Agent hereunder,
(a) such successor shall succeed to and become vested with all of the rights, powers, privileges and duties of the retiring Issuing
Bank and Swingline Lender, (b) the retiring Issuing Bank and Swingline Lender shall be discharged from all of their respective
duties and obligations hereunder or under the other Loan Documents, and (c) the successor Issuing Bank shall issue letters of
credit in substitution for the Letters of Credit, if any, outstanding at the time of such succession or make other arrangements
satisfactory to the retiring Issuing Bank to effectively assume the obligations of the retiring Issuing Bank with respect to such
Letters of Credit.

Section 7.07 Non-Reliance on Administrative Agent and Other Lenders. Each Lender and each Issuing Bank acknowledges
that it has, independently and without reliance upon the Administrative Agent or any other Lender or any of their Related Parties
and based on such documents and information as it has deemed appropriate, made its own credit analysis and decision to enter
into this Agreement. Each Lender and each Issuing Bank also acknowledges that it will, independently and without reliance upon
the Administrative Agent or any other Lender or any of their Related Parties and based on such documents and information as it
shall from time to time deem appropriate, continue to make its own decisions in taking or not taking action under or based upon
this Agreement, any other Loan Document or any related agreement or any document furnished hereunder or thereunder.

Section 7.08 No Other Duties, Etc. Anything herein to the contrary notwithstanding, neither the Syndication Agents, the
Documentation Agents, the Managing Agents nor any of the Joint Lead Arrangers or Joint Book Managers shall have any duties
or responsibilities under this Agreement or any of the other Loan Documents in its or their capacity as such.

Section 7.09 Administrative Agent May File Proofs of Claim. In case of the pendency of any receivership, insolvency,
liquidation, bankruptcy, reorganization, arrangement, adjustment, composition or other judicial proceeding relative to any
Obligated Party, the Administrative Agent (irrespective of whether the principal of any Loan or Letter of Credit Liability shall
then be due and payable as herein expressed or by declaration or otherwise and irrespective of whether the Administrative Agent
shall have made any demand on the Borrower) shall be entitled and empowered, by intervention in such proceeding or otherwise.

(a) to file and prove a claim for the whole amount of the principal and interest owing and unpaid in respect of the
Loans, Letter of Credit Liabilities and all other obligations that are owing and unpaid hereunder or under the Loan Documents
and to file such other documents as may be necessary or advisable in order to have the claims of the Lenders, the Issuing Banks
and the Administrative Agent (including any claim for the reasonable compensation, expenses, disbursements and advances of
the Lenders, the Issuing Banks and the Administrative Agent and their respective agents and counsel and all other amounts due
the Lenders, the Issuing Banks and the Administrative Agent under Sections 2.04(a) and (c) and 8.05) allowed in such judicial
proceeding; and
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(b) to collect and receive any monies or other property payable or deliverable on any such claims and to distribute the
same;

and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any such judicial proceeding is
hereby authorized by each Lender and each Issuing Bank to make such payments to the Administrative Agent and, in the event
that the Administrative Agent shall consent to the making of such payments directly to the Lenders and the Issuing Banks, to pay
to the Administrative Agent any amount due for the reasonable compensation, expenses, disbursements and advances of the
Administrative Agent and its agents and counsel, and any other amounts due the Administrative Agent under Sections 2.04 and
8.05.

Nothing contained herein shall be deemed to authorize the Administrative Agent to authorize or consent to or accept or
adopt on behalf of any Lender or any Issuing Bank any plan of reorganization, arrangement, adjustment or composition affecting
the Loans or the rights of any Lender or to authorize the Administrative Agent to vote in respect of the claim of any Lender in
any such proceeding.

Section 7.10 Guaranty Matters. The Lenders irrevocably authorize the Administrative Agent, at its option and in its
discretion, to release any Guarantor from its obligations under the Subsidiary Guaranty if such Person ceases to be a Subsidiary
as a result of a transaction permitted hereunder.

Upon request by the Administrative Agent at any time, the Required Lenders will confirm in writing the Administrative
Agent’s authority to release any Guarantor from its obligations under the Subsidiary Guaranty pursuant to this Section 7.10.

ARTICLE 8

MISCELLANEOUS

Section 8.01 Notices; Effectiveness; Electronic Communication.

(a) Notices Generally. Except in the case of notices and other communications expressly permitted to be given by
telephone (and except as provided in subsection (b) below), all notices and other communications provided for herein shall be in
writing and shall be delivered by hand or overnight courier service, mailed by certified or registered mail or sent by telecopier as
follows, and all notices and other communications expressly permitted hereunder to be given by telephone shall be made to the
applicable telephone number, as follows:

(i) if to the Borrower, the Administrative Agent, or the Swingline Lender, to the address, telecopier number,
electronic mail address or telephone number specified for such Person on Schedule 8.01; and
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(ii) if to any other Lender, to the address, telecopier number, electronic mail address or telephone number
specified in its Administrative Questionnaire.

Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be deemed to have been given
when received; notices sent by telecopier shall be deemed to have been given when sent (except that, if not given during normal
business hours for the recipient, shall be deemed to have been given at the opening of business on the next business day for the
recipient). Notices delivered through electronic communications to the extent provided in subsection (b) below, shall be effective
as provided in such subsection (b).

(b) Electronic Communications. Notices and other communications to the Lenders and the Issuing Banks hereunder
may be delivered or furnished by electronic communication (including e-mail and Internet or intranet websites) pursuant to
procedures approved by the Administrative Agent, provided that the foregoing shall not apply to notices to any Lender or any
Issuing Bank pursuant to Article 2 if such Lender or the Issuing Bank, as applicable, has notified the Administrative Agent that it
is incapable of receiving notices under such Article by electronic communication. The Administrative Agent or the Borrower
may, in its discretion, agree to accept notices and other communications to it hereunder by electronic communications pursuant
to procedures approved by it, provided that approval of such procedures may be limited to particular notices or communications.

Unless the Administrative Agent otherwise prescribes, (i) notices and other communications sent to an email address shall
be deemed received upon the sender’s receipt of an acknowledgement from the intended recipient (such as by the “return receipt
requested” function, as available, return e-mail or other written acknowledgement), provided that if such notice or other
communication is not sent during the normal business hours of the recipient, such notice or communication shall be deemed to
have been sent at the opening of business on the next business day for the recipient, and (ii) notices or communications posted to
an Internet or intranet website shall be deemed received upon the deemed receipt by the intended recipient at its e-mail address as
described in the foregoing clause (i) of notification that such notice or communication is available and identifying the website
address therefor.

(c) The Platform. THE PLATFORM IS PROVIDED “AS IS” AND “AS AVAILABLE.” THE AGENT PARTIES (AS
DEFINED BELOW) DO NOT WARRANT THE ACCURACY OR COMPLETENESS OF THE BORROWER MATERIALS
OR THE ADEQUACY OF THE PLATFORM, AND EXPRESSLY DISCLAIM LIABILITY FOR ERRORS IN OR
OMISSIONS FROM THE BORROWER MATERIALS. NO WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR
STATUTORY, INCLUDING ANY WARRANTY OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE,
NON-INFRINGEMENT OF THIRD PARTY RIGHTS OR FREEDOM FROM VIRUSES OR OTHER CODE DEFECTS, IS
MADE BY ANY AGENT PARTY IN CONNECTION WITH THE BORROWER MATERIALS OR THE PLATFORM. In no
event shall the Administrative Agent or any of its Related Parties (collectively, the “Agent Parties”) have any liability to the
Borrower, any Lender, any Issuing Bank or any other Person for losses, claims, damages, liabilities or expenses of any kind
(whether in tort, contract or otherwise) arising out of the Borrower’s or the Administrative Agent’s transmission of Borrower
Materials through the Internet, except to the extent that such losses, claims, damages, liabilities or expenses are determined by a
court of competent jurisdiction by a final and nonappealable judgment to have resulted from the gross negligence or willful
misconduct of such Agent Party; provided, however, that in no event shall any Agent Party have any liability to the Borrower,
any Lender, any Issuing Bank or any other Person for indirect, special, incidental, consequential or punitive damages (as opposed
to direct or actual damages).
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(d) Change of Address, Etc. Each of the Borrower, the Administrative Agent and the Swingline Lender may change its
address, telecopier or telephone number for notices and other communications hereunder by notice to the other parties hereto.
Each other Lender may change its address, telecopier or telephone number for notices and other communications hereunder by
notice to the Borrower, the Administrative Agent and the Swingline Lender. In addition, each Lender agrees to notify the
Administrative Agent from time to time to ensure that the Administrative Agent has on record (i) an effective address, contact
name, telephone number, telecopier number and electronic mail address to which notices and other communications may be sent
and (ii) accurate wire instructions for such Lender.

(e) Reliance by Administrative Agent and Lenders. The Administrative Agent and the Lenders shall be entitled to rely
and act upon any notices (including telephonic notices) purportedly given by or on behalf of the Borrower even if (i) such notices
were not made in a manner specified herein, were incomplete or were not preceded or followed by any other form of notice
specified herein, or (ii) the terms thereof, as understood by the recipient, varied from any confirmation thereof. The Borrower
shall indemnify the Administrative Agent, each Lender and the Related Parties of each of them from all losses, costs, expenses
and liabilities resulting from the reliance by such Person on each notice purportedly given by or on behalf of the Borrower. All
telephonic notices to and other telephonic communications with the Administrative Agent may be recorded by the
Administrative Agent, and each of the parties hereto hereby consents to such recording.

Section 8.02 Survival of Representations and Warranties. All representations and warranties made hereunder and in any
other Loan Document or other document delivered pursuant hereto or thereto or in connection herewith or therewith shall survive
the execution and delivery hereof and thereof. Such representations and warranties have been or will be relied upon by the
Administrative Agent and each Lender, regardless of any investigation made by the Administrative Agent or any Lender or on
their behalf and notwithstanding that the Administrative Agent or any Lender may have had notice or knowledge of any Default
at the time of any Loan or issuance of a Letter of Credit, and shall continue in full force and effect as long as any Loan or any
other obligation hereunder shall remain unpaid or unsatisfied or any Letter of Credit shall remain outstanding.

Section 8.03 Binding Effect. Subject to satisfaction of the conditions precedent contained in Article 4, this Agreement shall
become effective when it shall have been executed by the Borrower and the Administrative Agent and when the Administrative
Agent shall have received copies hereof (telecopied or otherwise) which, when taken together, bear the signature of each Lender.

 

84



 

Section 8.04 Successors and Assigns; Assignments and Participations.

(a) Successors and Assigns Generally. The provisions of this Agreement shall be binding upon and inure to the benefit
of the parties hereto and their respective successors and assigns permitted hereby, except that the Borrower may not assign or
otherwise transfer any of its rights or obligations hereunder without the prior written consent of the Administrative Agent and
each Lender and no Lender may assign or otherwise transfer any of its rights or obligations hereunder except (i) to an Eligible
Assignee in accordance with the provisions of subsection (b) of this Section, (ii) by way of participation in accordance with the
provisions of subsection (d) of this Section, or (iii) by way of pledge or assignment of a security interest subject to the
restrictions of subsection (f) of this Section (and any other attempted assignment or transfer by any party hereto shall be null and
void). Nothing in this Agreement, expressed or implied, shall be construed to confer upon any Person (other than the parties
hereto, their respective successors and assigns permitted hereby, Participants to the extent provided in subsection (d) of this
Section and, to the extent expressly contemplated hereby, the Related Parties of each of the Administrative Agent, the Issuing
Banks and the Lenders) any legal or equitable right, remedy or claim under or by reason of this Agreement.

(b) Assignments by Lenders. Any Lender may at any time assign to one or more Eligible Assignees all or a portion of
its rights and obligations under this Agreement (including all or a portion of its Commitment and the Loans (including for
purposes of this subsection (b), participations in Letters of Credit and in Swingline Loans) at the time owing to it); provided that:

(i) except in the case of an assignment of the entire remaining amount of the assigning Lender’s Commitment and
the Loans at the time owing to it or in the case of an assignment to a Lender or an Affiliate of a Lender or an Approved Fund
with respect to a Lender, the aggregate amount of the Commitment (which for this purpose includes Loans outstanding
thereunder) or, if the Commitment is not then in effect, the principal outstanding balance of the Loans of the assigning Lender
subject to each such assignment, determined as of the date the Assignment and Assumption with respect to such assignment is
delivered to the Administrative Agent or, if “Trade Date” is specified in the Assignment and Assumption, as of the Trade Date,
shall not be less than $5,000,000 unless each of the Administrative Agent and, so long as no Event of Default has occurred and is
continuing, the Borrower otherwise consents (each such consent not to be unreasonably withheld or delayed); provided, however,
that concurrent assignments to members of an Assignee Group and concurrent assignments from members of an Assignee Group
to a single Eligible Assignee (or to an Eligible Assignee and members of its Assignee Group) will be treated as a single
assignment for purposes of determining whether such minimum amount has been met;

(ii) each partial assignment shall be made as an assignment of a proportionate part of all the assigning Lender’s
rights and obligations under this Agreement with respect to the Loans or the Commitment assigned, except that this clause (ii)
shall not apply to rights in respect of Swingline Loans;
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(iii) any assignment of a Commitment and the Loans at the time owing to a Lender must be approved by (a) the
Administrative Agent, (b) the Swingline Lender, (c) each Issuing Bank that has issued Letters of Credit then outstanding in an
aggregate principal amount (i) equal to or greater than $35,000,000, and (2) which represents at such time more than 33.33% of
all Letters of Credit issued and outstanding hereunder (such approval by such Issuing Bank not to be unreasonably withheld), and
(d) so long as no Event of Default has occurred and is continuing, the Borrower (such approval by the Borrower not to be
unreasonably withheld), unless the Person that is the proposed assignee is itself a Lender (whether or not the proposed assignee
would otherwise qualify as an Eligible Assignee);

(iv) the parties to each assignment shall execute and deliver to the Administrative Agent an Assignment and
Assumption, together with a processing and recordation fee (the “Assignment Fee”) in the amount of $3,500, and the Eligible
Assignee, if it shall not be a Lender, shall deliver to the Administrative Agent an Administrative Questionnaire; provided,
however, that in the event of two or more concurrent assignments to members of the same Assignee Group (which may be
effected by a suballocation of an assigned amount among members of such Assignee Group) or two or more concurrent
assignments by members of the same Assignee Group to a single Eligible Assignee (or to an Eligible Assignee and members of
its Assignee Group), the Assignment Fee will be $3,500 plus the amount set forth below:
     
Transaction:  Additional Assignment Fee: 
     
First four concurrent assignments or suballocations to members of an Assignee Group (or from

members of an Assignee Group, as applicable)  
 -0- 

     
Each additional concurrent assignment or suballocation to a member of such Assignee Group

(or from a member of such Assignee Group, as applicable)  
$ 500 

Subject to acceptance and recording thereof by the Administrative Agent pursuant to subsection (c) of this Section 8.04, from
and after the effective date specified in each Assignment and Assumption, the Eligible Assignee thereunder shall be a party to
this Agreement and, to the extent of the interest assigned by such Assignment and Assumption, have the rights and obligations of
a Lender under this Agreement, and the assigning Lender thereunder shall, to the extent of the interest assigned by such
Assignment and Assumption, be released from its obligations under this Agreement (and, in the case of an Assignment and
Assumption covering all of the assigning Lender’s rights and obligations under this Agreement, such Lender shall cease to be a
party hereto) but shall continue to be entitled to the benefits of Sections 2.11, 2.16, and 8.05 with respect to facts and
circumstances occurring prior to the effective date of such assignment. Upon request, the Borrower (at its expense) shall execute
and deliver a promissory note to the assignee Lender. Any assignment or transfer by a Lender of rights or obligations under this
Agreement that does not comply with this subsection (b) shall be treated for purposes of this Agreement as a sale by such Lender
of a participation in such rights and obligations in accordance with subsection (d) of this Section;

(v) no such assignment shall be made to the Borrower or any of the Borrower’s Affiliates or Subsidiaries; and

(vi) no such assignment shall be made to a natural person.
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(c) Register. The Administrative Agent, acting solely for this purpose as an agent of the Borrower, shall maintain at the
Administrative Agent’s office a copy of each Assignment and Assumption delivered to it and a register for the recordation of the
names and addresses of the Lenders, and the Commitment of, and principal amounts of the Loans and L/C Disbursements owing
to, each Lender pursuant to the terms hereof from time to time (the “Register”). The entries in the Register shall be conclusive,
and the Borrower, the Administrative Agent and the Lenders may treat each Person whose name is recorded in the Register
pursuant to the terms hereof as a Lender hereunder for all purposes of this Agreement, notwithstanding notice to the contrary.
The Register shall be available for inspection by each of the Borrower, any Lender and any Issuing Bank at any reasonable time
and from time to time upon reasonable prior notice. In addition, at any time that a request for a consent for a material or
substantive change to the Loan Documents is pending, any Lender may request and receive from the Administrative Agent a
copy of the Register.

(d) Participations. Any Lender may at any time, without the consent of, or notice to, the Borrower or the
Administrative Agent, sell participations to any Person (other than a natural person or the Borrower or any of the Borrower’s
Affiliates or Subsidiaries) (each, a “Participant”) in all or a portion of such Lender’s rights and/or obligations under this
Agreement (including all or a portion of its Commitment and/or the Loans (including such Lender’s participations in L/C
Disbursements and/or Swingline Loans) owing to it); provided that (i) such Lender’s obligations under this Agreement shall
remain unchanged, (ii) such Lender shall remain solely responsible to the other parties hereto for the performance of such
obligations and (iii) the Borrower, the Administrative Agent, the Lenders and the Issuing Banks shall continue to deal solely and
directly with such Lender in connection with such Lender’s rights and obligations under this Agreement.

Any agreement or instrument pursuant to which a Lender sells such a participation shall provide that such Lender shall
retain the sole right to enforce this Agreement and to approve any amendment, modification or waiver of any provision of this
Agreement; provided that such agreement or instrument may provide that such Lender will not, without the consent of the
Participant, agree to any amendment, waiver or other modification described in the first proviso to Section 8.09(b) that affects
such Participant. Subject to subsection (e) of this Section, the Borrower agrees that each Participant shall be entitled to the
benefits of Sections 2.11 and 2.16 to the same extent as if it were a Lender and had acquired its interest by assignment pursuant
to subsection (b) of this Section. To the extent permitted by law, each Participant also shall be entitled to the benefits of
Section 8.06 as though it were a Lender, provided such Participant agrees to be subject to Section 2.14 as though it were a
Lender.

(e) Limitations upon Participant Rights. A Participant shall not be entitled to receive any greater payment under
Section 2.11 or 2.16 than the applicable Lender would have been entitled to receive with respect to the participation sold to such
Participant, unless the sale of the participation to such Participant is made with the Borrower’s prior written consent. A
Participant that would be a Foreign Lender if it were a Lender shall not be entitled to the benefits of Section 2.16 unless the
Borrower is notified of the participation sold to such Participant and such Participant agrees, for the benefit of the Borrower, to
comply with Section 2.16(e) as though it were a Lender.
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(f) Certain Pledges. Any Lender may at any time pledge or assign a security interest in all or any portion of its rights
under this Agreement (including under its promissory note, if any) to secure obligations of such Lender, including any pledge or
assignment to secure obligations to a Federal Reserve Bank; provided that no such pledge or assignment shall release such
Lender from any of its obligations hereunder or substitute any such pledgee or assignee for such Lender as a party hereto.

(g) Electronic Execution of Assignments. The words “execution,” “signed,” “signature,” and words of like import in
any Assignment and Assumption shall be deemed to include electronic signatures or the keeping of records in electronic form,
each of which shall be of the same legal effect, validity or enforceability as a manually executed signature or the use of a paper-
based recordkeeping system, as the case may be, to the extent and as provided for in any applicable law, including the Federal
Electronic Signatures in Global and National Commerce Act, the New York State Electronic Signatures and Records Act, or any
other similar state laws based on the Uniform Electronic Transactions Act.

(h) Resignation as Swingline Lender after Assignment. Notwithstanding anything to the contrary contained herein, if
at any time Bank of America assigns all of its Commitment and Loans pursuant to subsection (b) above, Bank of America may,
upon 30 days’ notice to the Borrower, resign as Swingline Lender. In the event of any such resignation as Swingline Lender, the
Borrower shall be entitled to appoint from among the Lenders a successor Swingline Lender hereunder; provided, however, that
no failure by the Borrower to appoint any such successor shall affect the resignation of Bank of America as Swingline Lender. If
Bank of America resigns as Swingline Lender, it shall retain all the rights of the Swingline Lender provided for hereunder with
respect to Swingline Loans made by it and outstanding as of the effective date of such resignation, including the right to require
the Lenders to make Loans or fund risk participations in outstanding Swingline Loans pursuant to Section 2.01(c). Upon the
appointment of a successor Swingline Lender, such successor shall succeed to and become vested with all of the rights, powers,
privileges and duties of the retiring Swingline Lender, as the case may be.

Section 8.05 Expenses; Indemnity; Damage Waiver; Funding and Exchange Losses.

(a) Costs and Expenses. The Borrower shall pay (i) all reasonable out of pocket expenses incurred by the
Administrative Agent and its Affiliates (including the reasonable fees, charges and disbursements of counsel for the
Administrative Agent), in connection with the syndication of the credit facilities provided for herein, the preparation, negotiation,
execution, delivery and administration of this Agreement and the other Loan Documents or any amendments, modifications or
waivers of the provisions hereof or thereof (whether or not the transactions contemplated hereby or thereby shall be
consummated), (ii) all reasonable out of pocket expenses incurred by the Administrative Agent or any Issuing Bank in
connection with the issuance, amendment, renewal or extension of any Letter of Credit or any demand for payment thereunder
and (iii) all out of pocket expenses incurred by the Administrative Agent, any Lender or any Issuing Bank (including the fees,
charges and disbursements of any counsel for the Administrative Agent, any Lender or any Issuing Bank), in connection with the
enforcement or protection of its rights after the occurrence of any Event of Default (A) in connection with this Agreement and
the other Loan Documents, including its rights under this Section, or (B) in connection with the Loans made or Letters of Credit
issued hereunder, including all such out of pocket expenses incurred during any workout, restructuring or negotiations in respect
of such Loans or Letters of Credit.
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(b) INDEMNIFICATION BY THE BORROWER. THE BORROWER SHALL INDEMNIFY THE
ADMINISTRATIVE AGENT (AND ANY SUB-AGENT THEREOF), EACH OF THE OTHER AGENTS, EACH OF
THE JOINT LEAD ARRANGERS, THE SWINGLINE LENDER, EACH LENDER AND EACH ISSUING BANK, AND
EACH RELATED PARTY OF ANY OF THE FOREGOING PERSONS (EACH SUCH PERSON BEING CALLED AN
“INDEMNITEE”) AGAINST, AND HOLD EACH INDEMNITEE HARMLESS FROM, ANY AND ALL LOSSES,
CLAIMS, DAMAGES, LIABILITIES AND RELATED EXPENSES (including the reasonable fees, charges and
disbursements of any counsel for any Indemnitee), incurred by any Indemnitee or asserted against any Indemnitee by any third
party or by the Borrower or any other Obligated Party arising out of, in connection with, or as a result of (i) the execution or
delivery of this Agreement, the Existing Credit Agreement, any other Loan Document or any agreement or instrument
contemplated hereby or thereby, the performance by the parties hereto of their respective obligations hereunder or thereunder, the
consummation of the transactions contemplated hereby or thereby, or, in the case of the Administrative Agent (and any sub-agent
thereof) and its Related Parties only, the administration of this Agreement and the other Loan Documents, (ii) any Loan or Letter
of Credit or the use or proposed use of the proceeds therefrom (including any refusal by any Issuing Bank to honor a demand for
payment under a Letter of Credit if the documents presented in connection with such demand do not strictly comply with the
terms of such Letter of Credit), (iii) any actual or alleged presence or release of Hazardous Substances on or from any property
owned or operated by the Borrower or any of its Subsidiaries, or any violation of or liability relating to Environmental Law
related in any way to the Borrower or any of its Subsidiaries, or (iv) any actual or prospective claim, litigation, investigation or
proceeding relating to any of the foregoing, whether based on contract, tort or any other theory, whether brought by a third party
or by the Borrower or any other Obligated Party, and regardless of whether any Indemnitee is a party thereto, IN ALL CASES,
WHETHER OR NOT CAUSED BY OR ARISING, IN WHOLE OR IN PART, OUT OF THE COMPARATIVE,
CONTRIBUTORY OR SOLE NEGLIGENCE OF THE INDEMNITEE; provided that such indemnity shall not, as to any
Indemnitee, be available to the extent that such losses, claims, damages, liabilities or related expenses (x) are determined by a
court of competent jurisdiction by final and nonappealable judgment to have resulted from the gross negligence or willful
misconduct of such Indemnitee or (y) result from a claim brought by the Borrower or any other Obligated Party against an
Indemnitee for breach in bad faith of such Indemnitee’s obligations hereunder or under any other Loan Document, if the
Borrower or such Obligated Party has obtained a final and nonappealable judgment in its favor on such claim as determined by a
court of competent jurisdiction. No Indemnitee referred to in this subsection (b) shall be liable for any damages arising from the
use by unintended recipients of any information or other materials distributed by it through telecommunications, electronic or
other information transmission systems in connection with this Agreement or the other Loan Documents or the transactions
contemplated hereby or thereby, except to the extent that such damages are determined by a court of competent jurisdiction by
final and nonappealable judgment to have resulted from the gross negligence or willful misconduct of such Indemnitee.
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(c) Reimbursement by Lenders. To the extent that the Borrower for any reason fails to indefeasibly pay any amount
required under subsection (a) or (b) of this Section to be paid by it to the Administrative Agent (or any sub-agent thereof), any
Issuing Bank or any Related Party of any of the foregoing, each Lender severally agrees to pay to the Administrative Agent (or
any such sub-agent), such Issuing Bank or such Related Party, as the case may be, such Lender’s Applicable Percentage
(determined as of the time that the applicable unreimbursed expense or indemnity payment is sought) of such unpaid amount,
provided that the unreimbursed expense or indemnified loss, claim, damage, liability or related expense, as the case may be, was
incurred by or asserted against the Administrative Agent (or any such sub-agent) or any Issuing Bank in its capacity as such, or
against any Related Party of any of the foregoing acting for the Administrative Agent (or any such sub-agent) or any Issuing
Bank in connection with such capacity. The obligations of the Lenders under this subsection (c) are subject to the provisions of
Section 2.21.

(d) Waiver of Consequential Damages, Etc. To the fullest extent permitted by applicable law, each of the parties hereto
shall not assert, and each hereby waives, any claim against any other party hereto, on any theory of liability, for special, indirect,
consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of,
this Agreement, any other Loan Document or any agreement or instrument contemplated hereby, the transactions contemplated
hereby or thereby, any Loan or Letter of Credit or the use of the proceeds thereof.

(e) Compensation for Losses. THE BORROWER AGREES TO INDEMNIFY EACH LENDER (INCLUDING
THE SWINGLINE LENDER) AND EACH ISSUING BANK AGAINST ANY DIRECT OR INDIRECT COSTS OR
LOSSES (INCLUDING ANY DIRECT LOSSES DUE TO CURRENCY EXCHANGE RATES OR EXCHANGE
CONTROLS), OR REASONABLE EXPENSE WHICH SUCH LENDER OR ISSUING BANK MAY SUSTAIN OR
INCUR AS A CONSEQUENCE OF: (A) ANY FAILURE BY THE BORROWER TO BORROW OR TO CONVERT OR
CONTINUE ANY LOAN HEREUNDER (INCLUDING AS A RESULT OF THE BORROWER’S FAILURE TO FULFILL
ANY OF THE APPLICABLE CONDITIONS SET FORTH IN ARTICLE 4) AFTER IRREVOCABLE NOTICE OF SUCH
BORROWING, CONVERSION OR CONTINUATION HAS BEEN GIVEN PURSUANT HERETO, (B) ANY PAYMENT,
PREPAYMENT OR CONVERSION, ASSIGNMENT OR FUNDING OF A EURODOLLAR RATE LOAN REQUIRED BY
ANY PROVISION OF THIS AGREEMENT OR OTHERWISE MADE OR DEEMED MADE ON A DATE OTHER THAN
THE LAST DAY OF THE INTEREST PERIOD APPLICABLE THERETO (INCLUDING AS A RESULT OF THE
OPERATION OF SECTION 8.07), (C) ANY DEFAULT IN PAYMENT OR PREPAYMENT OF THE PRINCIPAL AMOUNT
OF ANY LOAN OR ANY REIMBURSEMENT OBLIGATION IN RESPECT OF ANY L/C DISBURSEMENT OR ANY
PART THEREOF OR INTEREST ACCRUED THEREON, AS AND WHEN DUE AND PAYABLE (AT THE DUE DATE
THEREOF, WHETHER BY SCHEDULED MATURITY, ACCELERATION, IRREVOCABLE NOTICE OF PREPAYMENT
OR OTHERWISE), (D) THE OCCURRENCE OF ANY EVENT OF DEFAULT, OR (E) THE FAILURE TO PAY ANY

 

90



 

LOAN OR L/C DISBURSEMENT DENOMINATED IN AN AVAILABLE CURRENCY, OR ANY INTEREST THEREON, IN
THE AVAILABLE CURRENCY IN WHICH SUCH LOAN WAS MADE OR APPLICABLE LETTER OF CREDIT ISSUED,
INCLUDING, IN EACH SUCH CASE, ANY LOSS OR REASONABLE EXPENSE SUSTAINED OR INCURRED OR TO BE
SUSTAINED OR INCURRED BY SUCH LENDER OR ISSUING BANK IN LIQUIDATING OR EMPLOYING DEPOSITS
FROM THIRD PARTIES, OR WITH RESPECT TO COMMITMENTS MADE OR OBLIGATIONS UNDERTAKEN WITH
THIRD PARTIES, TO EFFECT OR MAINTAIN ANY LOAN OR LETTER OF CREDIT HEREUNDER OR ANY PART
THEREOF. SUCH LOSS SHALL INCLUDE, AS APPLICABLE: (i) AN AMOUNT EQUAL TO THE EXCESS, IF ANY, AS
REASONABLY DETERMINED BY SUCH LENDER OR ISSUING BANK, OF (A) ITS COST OF OBTAINING THE
FUNDS FOR THE LOAN OR LETTER OF CREDIT BEING PAID, PREPAID, CONVERTED OR NOT BORROWED FOR
THE PERIOD FROM THE DATE OF SUCH PAYMENT, PREPAYMENT OR FAILURE TO BORROW TO THE LAST DAY
OF THE INTEREST PERIOD FOR SUCH LOAN (OR, IN THE CASE OF A FAILURE TO BORROW THE INTEREST
PERIOD FOR SUCH LOAN WHICH WOULD HAVE COMMENCED ON THE DATE OF SUCH FAILURE) OVER (B) THE
AMOUNT OF INTEREST (AS REASONABLY DETERMINED BY SUCH LENDER) THAT WOULD BE REALIZED BY
SUCH LENDER IN RE–EMPLOYING THE FUNDS SO PAID, PREPAID OR NOT BORROWED FOR SUCH PERIOD OR
INTEREST PERIOD, AS THE CASE MAY BE, (ii) ANY LOSS INCURRED IN LIQUIDATING OR CLOSING OUT ANY
FOREIGN CURRENCY CONTRACT, AND (iii) ANY LOSS ARISING FROM ANY CHANGE IN THE VALUE OF
DOLLARS IN RELATION TO ANY LOAN OR L/C DISBURSEMENT MADE IN ANOTHER AVAILABLE CURRENCY
WHICH WAS NOT PAID ON THE DATE DUE OR WHICH WAS NOT PAID IN THE AVAILABLE CURRENCY IN WHICH
IT WAS MADE OR IN WHICH THE APPLICABLE LETTER OF CREDIT WAS ISSUED.

(f) AT THE REQUEST OF THE BORROWER, IN ORDER TO REDUCE THE TRANSACTION COSTS
INCURRED BY THE BORROWER IN CONNECTION WITH THE CLOSING OF THIS TRANSACTION, INSTEAD OF
TERMINATING THE EXISTING CREDIT AGREEMENT AND ALL LOAN DOCUMENTS EXECUTED IN CONNECTION
WITH THE EXISTING CREDIT AGREEMENT AND THEN UTILIZING NEW LOAN DOCUMENTS, THE
ADMINISTRATIVE AGENT AND LENDERS HAVE AGREED WITH THE BORROWER’S REQUEST THAT THEY
(SUBJECT TO THE TERMS CONTAINED HEREIN) FUND THE PAYOFF OF THE INDEBTEDNESS UNDER THE
EXISTING CREDIT AGREEMENT BUT KEEP THE LOAN DOCUMENTS UNDER THE EXISTING CREDIT
AGREEMENT IN PLACE AND MODIFY, AMEND AND EXTEND (BUT NOT EXTINGUISH) SUCH DOCUMENTS AND
ADMIT NEW LENDERS. AS A CONDITION PRECEDENT TO BANK OF AMERICA AND THE NEW LENDERS
ACCEPTING THEIR NEW ROLES HEREUNDER, THE BORROWER SHALL INDEMNIFY BANK OF AMERICA AND
THE NEW LENDERS HEREUNDER AND HOLD THEM HARMLESS IN THE MANNER STATED IN SECTION 8.05(b),
EXCEPT THAT IN THE CASE OF THIS INDEMNITY, IT SHALL BE FOR ANY AND ALL LOSSES, CLAIMS,
DAMAGES, LIABILITIES AND RELATED EXPENSES INCURRED BY AN INDEMNITEE RELATED TO THE ACTIONS
OF THE BORROWER WHICH OCCURRED DURING THAT PERIOD OF TIME PRIOR TO THE EFFECTIVE DATE. ALL
EXISTING LETTERS OF CREDIT SHALL BE DEEMED TO HAVE BEEN ISSUED PURSUANT HERETO, AND FROM
AND AFTER THE EFFECTIVE DATE SHALL BE SUBJECT TO AND GOVERNED BY THE TERMS AND CONDITIONS
HEREOF.
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(g) Payments. All amounts due under this Section shall be payable not later than ten Business Days after demand
therefor.

(h) Survival. The agreements in this Section shall survive the resignation of the Administrative Agent, the replacement
of any Lender, the termination of the Total Commitments and the repayment, satisfaction or discharge of all the other obligations
hereunder.

Section 8.06 Right of Setoff. If an Event of Default shall have occurred and be continuing, each Lender and each of its
Affiliates is hereby authorized at any time and from time to time, to the fullest extent permitted by law, to set off and apply any
and all deposits (general or special, time or demand, provisional or final) at any time held and other indebtedness at any time
owing by such Lender or Affiliate to or for the credit or the account of the Borrower against any of and all the obligations of the
Borrower now or hereafter existing under this Agreement or any Swap Agreement held by such Lender or Affiliate, irrespective
of whether or not such Lender or Affiliate shall have made any demand and although such obligations may be unmatured. Each
Lender agrees to promptly notify the Borrower after any such setoff and application by it or any of its Affiliates, provided that
the failure to give such notice shall not affect the validity of such setoff and application. The rights of each Lender and Affiliate
of a Lender under this Section are in addition to other rights and remedies (including other rights of setoff) which such Lender or
Affiliate may have.

Section 8.07 Replacement of Lenders. If any Lender requests compensation under Section 2.11 or if any Lender delivers a
notice pursuant to Section 2.12, or if the Borrower is required to pay any additional amount to any Lender or any Governmental
Authority for the account of any Lender pursuant to Section 2.16, or if any Lender is a Defaulting Lender, or if any Lender fails
to execute and deliver any consent, amendment or waiver to this Agreement or any other Loan Document requested by the
Borrower by the date specified by the Borrower (or gives the Borrower written notice prior to such date of its intention not to do
so), then the Borrower may, at its sole expense and effort, upon notice to such Lender and the Administrative Agent, require such
Lender to assign and delegate, without recourse (in accordance with and subject to the restrictions contained in, and consents
required by, Section 8.04), all of its interests, rights and obligations under this Agreement and the related Loan Documents to an
assignee that shall assume such obligations (which assignee may be another Lender, if a Lender accepts such assignment),
provided that:

(a) the Borrower shall have paid to the Administrative Agent the assignment fee specified in Section 8.04(b)(iv);

(b) such Lender shall have received payment of an amount equal to the outstanding principal of its Loans and L/C
Disbursements, accrued interest thereon, accrued fees and all other amounts payable to it hereunder and under the other Loan
Documents from the assignee (to the extent of such outstanding principal and accrued interest and fees) or the Borrower (in the
case of all other amounts);
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(c) in the case of any such assignment resulting from a claim for compensation under Section 2.11 or payments
required to be made pursuant to Section 2.16, such assignment will result in a reduction in such compensation or payments
thereafter; and

(d) such assignment does not conflict with applicable laws.

A Lender shall not be required to make any such assignment or delegation if, prior thereto, as a result of a waiver by such
Lender or otherwise, the circumstances entitling the Borrower to require such assignment and delegation cease to apply.

Section 8.08 Governing Law; Jurisdiction, Etc.

(a) GOVERNING LAW. THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH AND
GOVERNED BY THE LAWS OF THE STATE OF TEXAS.

(b) SUBMISSION TO JURISDICTION. THE BORROWER AND EACH OTHER OBLIGATED PARTY
IRREVOCABLY AND UNCONDITIONALLY SUBMITS, FOR ITSELF AND ITS PROPERTY, TO THE
NONEXCLUSIVE JURISDICTION OF THE COURTS OF THE STATE OF TEXAS SITTING IN DALLAS COUNTY
AND OF THE UNITED STATES DISTRICT COURT OF THE NORTHERN DISTRICT OF TEXAS, AND ANY
APPELLATE COURT FROM ANY THEREOF, IN ANY ACTION OR PROCEEDING ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT, OR FOR RECOGNITION OR
ENFORCEMENT OF ANY JUDGMENT, AND EACH OF THE PARTIES HERETO IRREVOCABLY AND
UNCONDITIONALLY AGREES THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION OR PROCEEDING
MAY BE HEARD AND DETERMINED IN SUCH TEXAS STATE COURT OR, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, IN SUCH FEDERAL COURT. EACH OF THE PARTIES HERETO AGREES
THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BE CONCLUSIVE AND MAY BE
ENFORCED IN OTHER JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER
PROVIDED BY LAW. NOTHING IN THIS AGREEMENT OR IN ANY OTHER LOAN DOCUMENT SHALL
AFFECT ANY RIGHT THAT THE ADMINISTRATIVE AGENT, ANY LENDER OR ANY ISSUING BANK MAY
OTHERWISE HAVE TO BRING ANY ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY
OTHER LOAN DOCUMENT AGAINST THE BORROWER OR ANY OTHER OBLIGATED PARTY OR ITS
PROPERTIES IN THE COURTS OF ANY JURISDICTION.

(c) WAIVER OF VENUE. THE BORROWER AND EACH OTHER OBLIGATED PARTY IRREVOCABLY
AND UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF VENUE OF ANY ACTION OR
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT
IN ANY COURT REFERRED TO IN PARAGRAPH (b) OF THIS SECTION. EACH OF THE PARTIES HERETO
HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, THE
DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION OR PROCEEDING IN
ANY SUCH COURT.
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(d) SERVICE OF PROCESS. EACH PARTY HERETO IRREVOCABLY CONSENTS TO SERVICE OF
PROCESS IN THE MANNER PROVIDED FOR NOTICES IN SECTION 8.01. NOTHING IN THIS AGREEMENT
WILL AFFECT THE RIGHT OF ANY PARTY HERETO TO SERVE PROCESS IN ANY OTHER MANNER
PERMITTED BY APPLICABLE LAW.

Section 8.09 Waivers; Amendments, Etc.

(a) No failure or delay of any Obligated Party, the Administrative Agent, any Issuing Bank or any Lender in exercising
any power or right hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of any such right or power,
or any abandonment or discontinuance of steps to enforce such a right or power, preclude any other or further exercise thereof or
the exercise of any other right or power. The rights and remedies of the Administrative Agent, the Issuing Banks and the Lenders
hereunder are cumulative and are not exclusive of any rights or remedies which they would otherwise have. No waiver of any
provision of any Loan Document or consent to any departure therefrom shall in any event be effective unless the same shall be
permitted by paragraph (b) below, and then such waiver or consent shall be effective only in the specific instance and for the
purpose for which given. No notice or demand on any Obligated Party in any case shall entitle such party to any other or further
notice or demand in similar or other circumstances.

(b) No amendment or waiver of any provision of this Agreement or any other Loan Document, and no consent to any
departure by the Borrower or any other Obligated Party therefrom, shall be effective unless in writing signed by the Required
Lenders and the Borrower or the applicable Obligated Party, as the case may be, and acknowledged by the Administrative Agent,
and each such waiver or consent shall be effective only in the specific instance and for the specific purpose for which given;
provided, however, that no such amendment, waiver or consent shall:

(i) waive any condition set forth in Section 4.02 without the written consent of each Lender (which consent may
be provided as described in the final paragraph of Section 4.02);

(ii) extend or increase the Commitment of any Lender (or reinstate any Commitment terminated pursuant to
Article 6) without the written consent of such Lender;

(iii) postpone any date fixed by this Agreement or any other Loan Document for any payment or mandatory
prepayment of principal, interest, fees or other amounts due to the Lenders (or any of them) hereunder or under any other Loan
Document without the written consent of each Lender directly affected thereby;

(iv) reduce the principal of, or the rate of interest specified herein on, any Loan or L/C Borrowing, or (subject to
clause (iv) of the second proviso to this Section 8.09) any fees or other amounts payable hereunder or under any other Loan
Document without the written consent of each Lender directly affected thereby; provided, however, that only the consent of the
Required Lenders shall be necessary (i) to amend Section 2.07 or to waive any obligation of the Borrower to pay interest or
Letter of Credit Fees at the rate provided in Section 2.07 or (ii) to amend any financial covenant hereunder (or any defined term
used therein) even if the effect of such amendment would be to reduce the rate of interest on any Loan or L/C Borrowing or to
reduce any fee payable hereunder;
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(v) change any Section of this Agreement in a manner that would alter the pro rata sharing of payments required
thereby without the written consent of each Lender;

(vi) amend Section 1.06 or the definition of “Alternative Currency” without the written consent of each Lender;
or

(vii) change any provision of this Section or the definition of “Required Lenders” or any other provision hereof
specifying the number or percentage of Lenders required to amend, waive or otherwise modify any rights hereunder or make any
determination or grant any consent hereunder without the written consent of each Lender;

and, provided further, that (i) no amendment, waiver or consent shall, unless in writing and signed by any Issuing Bank in
addition to the Lenders required above, affect the rights or duties of such Issuing Bank under this Agreement or any document
relating to any Letter of Credit issued or to be issued by it; (ii) no amendment, waiver or consent shall, unless in writing and
signed by the Swingline Lender in addition to the Lenders required above, affect the rights or duties of the Swingline Lender
under this Agreement; (iii) no amendment, waiver or consent shall, unless in writing and signed by the Administrative Agent in
addition to the Lenders required above, affect the rights or duties of the Administrative Agent under this Agreement or any other
Loan Document; and (iv) the Fee Letter may be amended, or rights or privileges thereunder waived, in a writing executed only
by the parties thereto. Notwithstanding anything to the contrary herein, no Defaulting Lender shall have any right to approve or
disapprove any amendment, waiver or consent hereunder, except that the Commitment of such Lender may not be increased or
extended without the consent of such Lender.

Section 8.10 Entire Agreement; Amendment and Restatement. THIS AGREEMENT (INCLUDING THE SCHEDULES
AND EXHIBITS HERETO) AND THE OTHER LOAN DOCUMENTS CONSTITUTE A “LOAN AGREEMENT” AS
DEFINED IN SECTION 26.02(a) OF THE TEXAS BUSINESS AND COMMERCE CODE, AND REPRESENT THE ENTIRE
CONTRACT AMONG THE PARTIES RELATIVE TO THE SUBJECT MATTER HEREOF AND THEREOF. ANY
PREVIOUS AGREEMENT (INCLUDING, WITHOUT LIMITATION, THE EXISTING CREDIT AGREEMENT) AMONG
THE PARTIES WITH RESPECT TO THE SUBJECT MATTER HEREOF IS SUPERSEDED BY THIS AGREEMENT AND
THE OTHER LOAN DOCUMENTS. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES.
This Agreement amends and restates in its entirety the Existing Credit Agreement. The execution of this Agreement and
the other Loan Documents executed in connection herewith does not extinguish the indebtedness or loan documents
outstanding in connection with the Existing Credit Agreement nor does it constitute a novation with respect to such
indebtedness. The Borrower represents and warrants that as of the Effective Date there are no claims or offsets against or
defenses or counterclaims to its obligations under the Existing Credit Agreement or any of the other documents executed in
connection therewith. To induce the Lenders, the Issuing Banks and the Administrative Agent to enter into this Agreement, the
Borrower waives any and all claims, offsets, defenses or counterclaims, whether known or unknown, arising prior to the
Effective Date and relating to the Existing Credit Agreement or the transactions contemplated hereby or thereby.
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Section 8.11 Severability. In the event any one or more of the provisions contained in this Agreement should be held
invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the remaining provisions contained
herein shall not in any way be affected or impaired thereby. The parties shall endeavor in good–faith negotiations to replace the
invalid, illegal or unenforceable provisions with valid provisions the economic effect of which comes as close as possible to that
of the invalid, illegal or unenforceable provisions.

Section 8.12 Counterparts. This Agreement may be executed in two or more counterparts and on telecopy counterparts,
each of which shall constitute an original but all of which when taken together shall constitute but one contract, and shall become
effective as provided in Section 8.03.

Section 8.13 Headings. Article and Section headings and the Table of Contents used herein are for convenience of reference
only, are not part of this Agreement and are not to affect the construction of, or to be taken into consideration in interpreting, this
Agreement.

Section 8.14 Interest Rate Limitation. Notwithstanding anything to the contrary contained in any Loan Document, the
interest paid or agreed to be paid under the Loan Documents shall not exceed the maximum rate of non-usurious interest
permitted by applicable law (the “Maximum Rate”). If the Administrative Agent or any Lender shall receive interest in an
amount that exceeds the Maximum Rate, the excess interest shall be applied to the principal of the Loans or, if it exceeds such
unpaid principal, refunded to the Borrower. In determining whether the interest contracted for, charged, or received by the
Administrative Agent or a Lender exceeds the Maximum Rate, such Person may, to the extent permitted by applicable law,
(a) characterize any payment that is not principal as an expense, fee, or premium rather than interest, (b) exclude voluntary
prepayments and the effects thereof, and (c) amortize, prorate, allocate, and spread in equal or unequal parts the total amount of
interest throughout the contemplated term of this Agreement.

Section 8.15 Treatment of Certain Information; Confidentiality. Each of the Administrative Agent, the Lenders and the
Issuing Banks agrees to maintain the confidentiality of the Information (as defined below), except that Information may be
disclosed (a) to its Affiliates and to its and its Affiliates’ respective partners, directors, officers, employees, agents, advisors and
representatives (it being understood that the Persons to whom such disclosure is made will be informed of the confidential nature
of such Information and instructed to keep such Information confidential), (b) to the extent requested by any regulatory authority
purporting to have jurisdiction over it (including any self-regulatory authority, such as the National Association of Insurance
Commissioners), (c) to the extent required by applicable laws or regulations or by any subpoena or similar legal process, (d) to
any other party hereto, (e) in connection with the exercise of any remedies hereunder or under any other Loan Document or any
action or proceeding relating to this Agreement or any other Loan Document or the enforcement of rights hereunder or
thereunder, (f) subject to an agreement containing provisions substantially the same as those of this Section, to (i) any assignee of
or Participant in, or any prospective assignee of or Participant in, any of its rights or obligations under this Agreement or (ii) any
actual or prospective counterparty (or its advisors) to any swap or derivative transaction relating to the Borrower and its
obligations, (g) with the consent of the Borrower or (h) to the extent such Information (x) becomes publicly available other than
as a result of a breach of this Section or (y) becomes available to the Administrative Agent, any Lender, any Issuing Bank or any
of their respective Affiliates on a nonconfidential basis from a source other than the Borrower.
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For purposes of this Section, “Information” means all information received from the Borrower or any Subsidiary relating
to the Borrower or any Subsidiary or any of their respective businesses, other than any such information that is available to the
Administrative Agent, any Lender or any Issuing Bank on a nonconfidential basis prior to disclosure by the Borrower or any
Subsidiary. Any Person required to maintain the confidentiality of Information as provided in this Section shall be considered to
have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of
such Information as such Person would accord to its own confidential information.

Each of the Administrative Agent, the Lenders and the Issuing Banks acknowledges that (a) the Information may include
material non-public information concerning the Borrower or a Subsidiary, as the case may be, (b) it has developed compliance
procedures regarding the use of material non-public information and (c) it will handle such material non-public information in
accordance with applicable law, including Federal and state securities laws.

Section 8.16 WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN
ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR ANY OTHER LOAN DOCUMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY OR
THEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO
(A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PERSON HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PERSON WOULD NOT, IN THE EVENT
OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND
THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT AND THE
OTHER LOAN DOCUMENTS BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS
IN THIS SECTION.

Section 8.17 USA PATRIOT Act Notice. Each Lender that is subject to the Act (as hereinafter defined) and the
Administrative Agent (for itself and not on behalf of any Lender) hereby notifies the Borrower that pursuant to the requirements
of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) (the “Act”), it is required to obtain, verify
and record information that identifies the Borrower, which information includes the name and address of the Borrower and other
information that will allow such Lender or the Administrative Agent, as applicable, to identify the Borrower in accordance with
the Act.
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Section 8.18 Judgment Currency. If, for the purposes of obtaining judgment in any court, it is necessary to convert a sum
due hereunder or any other Loan Document in one currency into another currency, the rate of exchange used shall be that at
which in accordance with normal banking procedures the Administrative Agent could purchase the first currency with such other
currency on the Business Day preceding that on which final judgment is given. The obligation of the Borrower in respect of any
such sum due from it to the Administrative Agent or any Lender hereunder or under the other Loan Documents shall,
notwithstanding any judgment in a currency (the “Judgment Currency”) other than that in which such sum is denominated in
accordance with the applicable provisions of this Agreement (the “Agreement Currency”), be discharged only to the extent that
on the Business Day following receipt by the Administrative Agent or such Lender, as the case may be, of any sum adjudged to
be so due in the Judgment Currency, the Administrative Agent or such Lender, as the case may be, may in accordance with
normal banking procedures purchase the Agreement Currency with the Judgment Currency. If the amount of the Agreement
Currency so purchased is less than the sum originally due to the Administrative Agent or any Lender from the Borrower in the
Agreement Currency, the Borrower agrees, as a separate obligation and notwithstanding any such judgment, to indemnify the
Administrative Agent or such Lender, as the case may be, against such loss. If the amount of the Agreement Currency so
purchased is greater than the sum originally due to the Administrative Agent or any Lender in such currency, the Administrative
Agent or such Lender, as the case may be, agrees to return the amount of any excess to the Borrower (or to any other Person who
may be entitled thereto under applicable law).

Section 8.19 Payments Set Aside. To the extent that any payment by or on behalf of the Borrower is made to the
Administrative Agent, any Issuing Bank or any Lender, or the Administrative Agent, any Issuing Bank or any Lender exercises
its right of setoff, and such payment or the proceeds of such setoff or any part thereof is subsequently invalidated, declared to be
fraudulent or preferential, set aside or required (including pursuant to any settlement entered into by the Administrative Agent,
such Issuing Bank or such Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection with any
proceeding under the Bankruptcy Code of the United States or any other liquidation, conservatorship, bankruptcy, assignment for
the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief laws of the
United States or other applicable jurisdictions from time to time in effect and affecting the rights of creditors, or otherwise, then
(a) to the extent of such recovery, the obligation or part thereof originally intended to be satisfied shall be revived and continued
in full force and effect as if such payment had not been made or such setoff had not occurred, and (b) each Lender and each
Issuing Bank severally agrees to pay to the Administrative Agent upon demand its applicable share (without duplication) of any
amount so recovered from or repaid by the Administrative Agent, plus interest thereon from the date of such demand to the date
such payment is made at a rate per annum equal to the applicable Overnight Rate from time to time in effect, in the applicable
currency of such recovery or payment. The obligations of the Lenders and the Issuing Banks under clause (b) of the preceding
sentence shall survive the payment in full of the obligations hereunder and the termination of this Agreement.

Section 8.20 Time is of the Essence. Time is of the essence in the performance of the Loan Documents.
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Section 8.21 Independence of Covenants. All covenants under the Loan Documents shall be given independent effect so
that if a particular action or condition is not permitted by any of such covenants, the fact that it would be permitted by an
exception to, or be otherwise within the limitations of, another covenant shall not avoid the occurrence of a Default if such action
is taken or such condition exists.

Section 8.22 No Advisory or Fiduciary Responsibility. In connection with all aspects of each transaction contemplated
hereby (including in connection with any amendment, waiver or other modification hereof or of any other Loan Document), the
Borrower acknowledges and agrees, and acknowledges its Affiliates’ understanding, that: (i) (A) the arranging and other services
regarding this Agreement provided by the Administrative Agent and the Joint Lead Arrangers are arm’s-length commercial
transactions between the Borrower, each other Obligated Party and their respective Affiliates, on the one hand, and the
Administrative Agent and the Joint Lead Arrangers on the other hand, (B) each of the Borrower and the other Obligated Parties
has consulted its own legal, accounting, regulatory and tax advisors to the extent it has deemed appropriate, and (C) the Borrower
and each other Obligated Party is capable of evaluating, and understands and accepts, the terms, risks and conditions of the
transactions contemplated hereby and by the other Loan Documents; (ii) (A) the Administrative Agent and the Joint Lead
Arrangers each is and has been acting solely as a principal and, except as expressly agreed in writing by the relevant parties, has
not been, is not, and will not be acting as an advisor, agent or fiduciary for the Borrower, any other Obligated Party or any of
their respective Affiliates, or any other Person and (B) neither the Administrative Agent nor any of the Joint Lead Arrangers has
any obligation to the Borrower, any other Obligated Party or any of their respective Affiliates with respect to the transactions
contemplated hereby except those obligations expressly set forth herein and in the other Loan Documents; and (iii) the
Administrative Agent and the Joint Lead Arrangers and their respective Affiliates may be engaged in a broad range of
transactions that involve interests that differ from those of the Borrower, the other Obligated Parties and their respective
Affiliates, and neither the Administrative Agent nor any of the Joint Lead Arrangers has any obligation to disclose any of such
interests to the Borrower, any other Obligated Party or any of their respective Affiliates. To the fullest extent permitted by law,
each of the Borrower and the other Obligated Parties hereby waives and releases any claims that it may have against the
Administrative Agent and the Joint Lead Arrangers with respect to any breach or alleged breach of agency or fiduciary duty in
connection with any aspect of any transaction contemplated hereby.

Section 8.23 Termination of Intercreditor Agreement. Each party hereto acknowledges, agrees and confirms, on behalf of
itself and its Affiliates, that (i) effective as of the date hereof (A) the Second Amended and Restated Intercreditor Agreement
dated as of July 8, 2005 among the Borrower, the other Obligated Parties named therein, Bank of America, as collateral agent
thereunder and as the Administrative Agent, and the lenders party to the Senior Note Purchase Agreements (the “Intercreditor
Agreement”) is terminated and (B) all of the obligations and agreements of the parties hereto and their Affiliates under the
Intercreditor Agreement shall be fully and effectively terminated (other than the obligations set forth in Section 8.01, Section
8.02, and Section 5.11 of the Intercreditor Agreement which survive the termination thereof) and (ii) all of the security interests
and Liens in all of the Collateral (as defined in the Intercreditor Agreement) created pursuant to the Pledge Agreement (as
defined in the Intercreditor Agreement) have been released and that none of Bank of America, as collateral agent under the
Intercreditor Agreement, any Lender (as defined in the Intercreditor Agreement), or any Affiliate of the foregoing has a lien or
security interest in any Collateral (as defined in the Intercreditor Agreement) pursuant to the Pledge Agreement (as defined in the
Intercreditor Agreement).

[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized
officers as of the day and year first above written.
     
 LENNOX INTERNATIONAL INC., as Borrower

  

 By:    
  Name:  Gary A. Larson  
  Title:  Vice President and Treasurer  

Credit Agreement — Signature Page

 

 



 

         
  BANK OF AMERICA, N.A., as Administrative Agent  
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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BANK OF AMERICA, N.A., as a Lender, as an
Issuing Bank and as Swingline Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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JPMORGAN CHASE BANK, N.A., as Co-
Syndication Agent and as a Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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WACHOVIA BANK, NA, as Co-Syndication Agent
and as a Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.,
as Co-Documentation Agent and as a Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
      

 
  

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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WELLS FARGO BANK, N.A., as Co-Documentation
Agent and as a Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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U.S. BANK NATIONAL ASSOCIATION, as Co-
Managing Agent and as a Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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THE BANK OF NOVA SCOTIA, as Co-Managing
Agent and as a Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  COMERICA BANK, as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  COMPASS BANK, as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  THE NORTHERN TRUST COMPANY, as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  SUNTRUST BANK, as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  BANK OF TEXAS, N.A., as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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PNC BANK, NATIONAL ASSOCIATION, as a
Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  ABN AMRO BANK N.V., as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
      

 
  

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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AMEGY BANK NATIONAL ASSOCIATION, as a
Lender  

 

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  CALYON NEW YORK BRANCH, as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
      

 
  

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  RBS CITIZENS, N.A., as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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  UBS LOAN FINANCE LLC, as a Lender   
         
  By:      
    

 
  

    Name:    
      

 
  

         
  By:      
    

 
  

    Name:    
      

 
  

    Title:     
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EXHIBIT A

BORROWING REQUEST

To: Bank of America, N.A., as Administrative Agent

Date: [                     ____, 200_]1

Ladies and Gentlemen:

Reference is made to that certain Third Amended and Restated Credit Facility Agreement, dated as of October 12, 2007 (as
amended, restated, extended, supplemented or otherwise modified in writing from time to time, the “Agreement”; the terms
defined therein being used herein as therein defined), among Lennox International Inc., a Delaware corporation (the
“Borrower”), the Lenders from time to time party thereto, Bank of America, N.A., as Administrative Agent, an Issuing Bank and
Swingline Lender, JPMorgan Chase Bank, N.A. and Wachovia Bank, National Association, as Co-Syndication Agents, The Bank
of Tokyo-Mitsubishi UFJ, Ltd. and Wells Fargo Bank, N.A., as Co-Documentation Agents, and U.S. Bank National Association
and The Bank of Nova Scotia, as Co-Managing Agents.

 1.  The undersigned hereby requests (select one):

 o  A Revolving Loan Borrowing
 
 o  A Swingline Loan Borrowing
 
 o  A Conversion of a [Revolving Loan] [Swingline Loan]
 
 o  A Continuation of a Eurodollar Rate Loan

 2.  On                                                               (a Business Day).
 
 3.  In the amount of $                                                            
 
 4.  Comprised of2                                                                                     
                                    [Type of Loans requested]
 
 5.  For Eurodollar Rate Loans: with an Interest Period of                      months.3

 
   
1  To be delivered not later than (A) 12:00 noon, Dallas, Texas time (i) the Business Day of a proposed Base Rate Borrowing

or Eurodollar Daily Floating Rate Borrowing or (ii) two Business Days prior to a proposed Eurodollar Rate Borrowing and
(B) 10:00 a.m., Dallas, Texas time (i) the Business Day of a proposed Conversion into a Base Rate Borrowing or a
Eurodollar Daily Floating Rate Borrowing or (ii) two Business Days prior to a proposed Conversion into or Continuation of
a Eurodollar Rate Borrowing.

 

2  Specify (A) for a Revolving Loan Borrowing, whether such Revolving Loan Borrowing will be comprised of Eurodollar
Rate Loans or Base Rate Loans or (B) for a Swingline Loan, whether such Swingline Loan will be comprised of Eurodollar
Daily Floating Rate Loans or Base Rate Loans.

 

 



 

At the time of and immediately after giving effect to such Borrowing, the aggregate Revolving Exposure of all
Revolving Lenders will not exceed the Total Commitments and the aggregate principal amount of outstanding Swingline Loans
will not exceed $50,000,000.
         
  LENNOX INTERNATIONAL INC.   
         
  By:      
    

 
  

    Name:    
      

 
  

    Title:                      , a Senior Financial Officer  

 
   
3  Specify either one, two, three or six months.

 

 



 

EXHIBIT B

ASSIGNMENT AND ASSUMPTION

This Assignment and Assumption (the “Assignment and Assumption”) is dated as of the Effective Date set forth
below (the “Effective Date”) and is entered into by and between [Insert name of Assignor] (the “Assignor”) and [Insert name of
Assignee] (the “Assignee”). Capitalized terms used but not defined herein shall have the meanings given to them in the Credit
Agreement identified below (as amended, the “Credit Agreement”), receipt of a copy of which is hereby acknowledged by the
Assignee. The Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and incorporated herein
by reference and made a part of this Assignment and Assumption as if set forth herein in full.

For an agreed consideration, the Assignor hereby irrevocably sells and assigns to the Assignee, and the Assignee
hereby irrevocably purchases and assumes from the Assignor, subject to and in accordance with the Standard Terms and
Conditions and the Credit Agreement, as of the Effective Date inserted by the Administrative Agent as contemplated below (i) all
of the Assignor’s rights and obligations in its capacity as a Lender under the Credit Agreement and any other documents or
instruments delivered pursuant thereto to the extent related to the amount and percentage interest identified below of all of such
outstanding rights and obligations of the Assignor under the respective facilities identified below (including participation or other
interest in any letters of credit, guarantees and swingline loans included in such facilities) and (ii) to the extent permitted to be
assigned under applicable law, all claims, suits, causes of action and any other right of the Assignor (in its capacity as a Lender)
against any Person, whether known or unknown, arising under or in connection with the Credit Agreement, any other documents
or instruments delivered pursuant thereto or the loan transactions governed thereby or in any way based on or related to any of
the foregoing, including contract claims, tort claims, malpractice claims, statutory claims and all other claims at law or in equity
related to the rights and obligations sold and assigned pursuant to clause (i) above (the rights and obligations sold and assigned
pursuant to clauses (i) and (ii) above being referred to herein collectively as the “Assigned Interest”). Such sale and assignment
is without recourse to the Assignor and, except as expressly provided in this Assignment and Assumption, without representation
or warranty by the Assignor.
     
1.  Assignor:   
    

 

     
2.  Assignee:   
    

 

     
    [and is an Affiliate/Approved Fund of [identify Lender]1]
     
3.  Borrower:  Lennox International Inc.
     
4.  Administrative Agent:  Bank of America, N.A.
     
5.

 

Credit Agreement:

 

$650,000,000 Third Amended and Restated Credit Facility Agreement, dated as of
October 12, 2007, among Lennox International Inc., the lenders from time to time party
thereto, Bank of America, N.A., as Administrative Agent, an Issuing Bank and Swingline
Lender, JPMorgan Chase Bank, N.A. and Wachovia Bank, National Association, as Co-
Syndication Agents, The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Wells Fargo Bank,
N.A., as Co-Documentation Agents, and U.S. Bank National Association and The Bank
of Nova Scotia, as Co-Managing Agents.

     
6.  Assigned Interest:   
    

 

 
   
1  Select as applicable.

 

 



 

         
  Aggregate Amount of Amount of  Percentage of  
  Commitment/Loans  Commitment/Loans Commitment/Loans 
Facility Assigned  for all Lenders  Assigned  Assigned  
  $  $   % 
  $  $   % 
  $  $   % 

Effective Date:                        _____  , 20  _____  [TO BE INSERTED BY ADMINISTRATIVE AGENT AND
WHICH SHALL BE THE EFFECTIVE DATE OF RECORDATION OF TRANSFER IN THE REGISTER THEREFOR.]

The terms set forth in this Assignment and Assumption are hereby agreed to:
     
  ASSIGNOR
     
  [NAME OF ASSIGNOR]
     
  By:   
   

 

  Title:  
    

 

     
  ASSIGNEE
     
  [NAME OF ASSIGNEE]
     
  By:   
   

 

  Title:  
    

 

 

 



 

         
[Consented to and]2 Accepted:   
         
BANK OF AMERICA, N.A., as
Administrative Agent  

 

         
By:         
  

 
  

  Title:      
    

 

 
 

 
 

  
         
[Consented to:]3   
         
LENNOX INTERNATIONAL INC.   
         
By:         
  

 
  

  Title:       
    

 

 
 

 
 

  
         
[Consented to:]4   
         
BANK OF AMERICA, N.A., as
Swingline Lender  

 

         
By:         
  

 
  

  Title:       
    

 

 
 

 
 

  
         
[Consented to:]5   
         
[                      ], as
Issuing Bank  

 

         
By:         
  

 
  

  Title:       
 

 

 

 
 
 

 
 

 
 

 

 
   
2  To be added only if the consent of the Administrative Agent is required by the terms of the Credit Agreement.
 

3  To be added only if the consent of the Borrower is required by the terms of the Credit Agreement.
 

4  To be added only if the consent of the Swingline Lender is required by the terms of the Credit Agreement.
 

5  To be added only if the consent of an Issuing Bank is required by the terms of the Credit Agreement.

 

 



 

ANNEX 1

THIRD AMENDED AND RESTATED REVOLVING CREDIT
FACILITY AGREEMENT

For
LENNOX INTERNATIONAL INC.

STANDARD TERMS AND CONDITIONS FOR
ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.

1.1 Assignor. The Assignor (a) represents and warrants that (i) it is the legal and beneficial owner of the Assigned
Interest, (ii) the Assigned Interest is free and clear of any lien, encumbrance or other adverse claim and (iii) it has full power and
authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to consummate the
transactions contemplated hereby; and (b) assumes no responsibility with respect to (i) any statements, warranties or
representations made in or in connection with the Credit Agreement or any other Loan Document, (ii) the execution, legality,
validity, enforceability, genuineness, sufficiency or value of the Loan Documents or any collateral thereunder, (iii) the financial
condition of the Borrower, any of its Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document or
(iv) the performance or observance by the Borrower, any of its Subsidiaries or Affiliates or any other Person of any of their
respective obligations under any Loan Document.

1.2. Assignee. The Assignee (a) represents and warrants that (i) it has full power and authority, and has taken all action
necessary, to execute and deliver this Assignment and Assumption and to consummate the transactions contemplated hereby and
to become a Lender under the Credit Agreement, (ii) it satisfies the requirements, if any, specified in the Credit Agreement that
are required to be satisfied by it in order to acquire the Assigned Interest and become a Lender, (iii) from and after the Effective
Date, it shall be bound by the provisions of the Credit Agreement as a Lender thereunder and, to the extent of the Assigned
Interest, shall have the obligations of a Lender thereunder, (iv) it has received a copy of the Credit Agreement, together with
copies of the most recent financial statements delivered pursuant to Section 5.18 thereof, as applicable, and such other documents
and information as it has deemed appropriate to make its own credit analysis and decision to enter into this Assignment and
Assumption and to purchase the Assigned Interest on the basis of which it has made such analysis and decision independently
and without reliance on the Administrative Agent or any other Lender, and (v) if it is a Foreign Lender, attached to the
Assignment and Assumption is any documentation required to be delivered by it pursuant to the terms of the Credit Agreement,
duly completed and executed by the Assignee; and (b) agrees that (i) it will, independently and without reliance on the
Administrative Agent, the Assignor or any other Lender, and based on such documents and information as it shall deem
appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Documents, and
(ii) it will perform in accordance with their terms all of the obligations which by the terms of the Loan Documents are required to
be performed by it as a Lender.

 

 



 

2. Payments. From and after the Effective Date, the Administrative Agent shall make all payments in respect of the
Assigned Interest (including payments of principal, interest, fees and other amounts) to the Assignor for amounts which have
accrued to but excluding the Effective Date and to the Assignee for amounts which have accrued from and after the Effective
Date.

3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the benefit of, the parties
hereto and their respective successors and assigns. This Assignment and Assumption may be executed in any number of
counterparts, which together shall constitute one instrument. Delivery of an executed counterpart of a signature page of this
Assignment and Assumption by telecopy shall be effective as delivery of a manually executed counterpart of this Assignment
and Assumption. This Assignment and Assumption shall be governed by, and construed in accordance with, the laws of the State
of Texas.

 

 



 

EXHIBIT C

FORM OF OPINION OF BAKER BOTTS L.L.P.

[See Attached]

 

 



 

EXHIBIT D

THIRD AMENDED AND RESTATED SUBSIDIARY GUARANTY AGREEMENT

THIS THIRD AMENDED AND RESTATED SUBSIDIARY GUARANTY AGREEMENT (the “Guaranty
Agreement”) dated as of October 12, 2007 is by and among LENNOX INDUSTRIES INC., an Iowa corporation, ALLIED AIR
ENTERPRISES INC., a Delaware corporation, SERVICE EXPERTS INC., a Delaware corporation, LENNOX GLOBAL LTD.,
a Delaware corporation and BANK OF AMERICA, N.A., as administrative agent for the below defined Lenders (in such
capacity, the “Administrative Agent”).

RECITALS:

A. Lennox International Inc., a Delaware corporation (the “Borrower”), previously entered into that certain Second
Amended and Restated Revolving Credit Facility Agreement dated as of July 8, 2005, among the Borrower, the lenders party
thereto, and Bank of America, N.A., as administrative agent (such Second Amended and Restated Revolving Credit Facility
Agreement, as the same has been amended or otherwise modified prior to the date hereof, being hereinafter referred to as the
“Existing Credit Agreement”);

B. In connection with the Existing Credit Agreement, Lennox Industries Inc., Service Experts Inc., Armstrong Air
Conditioning Inc., Excel Comfort Systems Inc. and Lennox Global Ltd. entered into that certain Second Amended and Restated
Subsidiary Guaranty Agreement dated as of July 8, 2005 (as the same has been amended or otherwise modified prior to the date
hereof, being hereinafter referred to as the “Existing Guaranty”);

C. The Borrower has entered into that certain Third Amended and Restated Revolving Credit Facility Agreement dated as
of October 12, 2007, with the lenders party thereto (the “Lenders”), the Administrative Agent, JPMorgan Chase Bank, N.A. and
Wachovia Bank, National Association, as Co-Syndication Agents, The Bank of Tokyo-Mitsubishi UFJ, Ltd. and Wells Fargo
Bank, N.A., as Co-Documentation Agents, and U.S. Bank National Association and the Bank of Nova Scotia, as Co-Managing
Agents, which amended and restated (but did not extinguish) the Existing Credit Agreement in its entirety (such Third Amended
and Restated Revolving Credit Facility Agreement, as the same has been and may hereafter be amended, restated, supplemented
or otherwise modified from time to time, being hereinafter referred to as the “Credit Agreement”, and capitalized terms not
otherwise defined herein shall have the same meanings as set forth in the Credit Agreement); and

D. One of the conditions to the effectiveness of the Credit Agreement and each Issuing Bank’s agreement to issue Letters of
Credit and each Lender’s obligations to make the Loans thereunder is the execution and delivery of this Guaranty Agreement by
the parties hereto, which amends and restates the Existing Guaranty.

 

 



 

NOW, THEREFORE, for valuable consideration, the receipt and adequacy of which are hereby acknowledged, each of
the undersigned parties and each Material Subsidiary which, pursuant to the terms of Section 5.21 of the Credit Agreement, is
hereafter required to be added hereto as a “Guarantor” pursuant to a Subsidiary Joinder Agreement (each, a “Guarantor” and,
collectively, the “Guarantors”), hereby jointly, severally, irrevocably and unconditionally guarantees to the Administrative
Agent, for the benefit of the Creditors (as hereinafter defined), the full and prompt payment and performance of the Guaranteed
Obligations (as hereinafter defined), this Guaranty Agreement being upon the following terms:

1. THE GUARANTEED OBLIGATIONS. The term “Guaranteed Obligations” means all obligations, indebtedness, and
liabilities:

(a) of the Borrower to the Agents, the Issuing Banks and the Lenders, or any of them, now or hereafter arising pursuant
to the Credit Agreement, any other Loan Document, or any other document executed and delivered in connection with any of the
foregoing (together with the Swap Agreements described in clause (b) below, the “Transaction Documents”); and

(b) of the Borrower and the Subsidiaries of the Borrower to the Creditors, or any of them, arising pursuant to any Swap
Agreement;

in each case, whether such obligations, indebtedness and liabilities described in clause (a) and (b) above are now existing or
hereafter arising, whether direct, indirect, related, unrelated, fixed, contingent, liquidated, unliquidated, joint, several, or joint and
several, including, without limitation, (i) the obligation of the Borrower to repay the Loans and pay interest on the Loans, the
obligation of the Borrower to reimburse each Issuing Bank for all L/C Disbursements owing to it and pay interest on the L/C
Disbursements, and the obligation of the Borrower to pay all indemnities, fees, costs, and expenses (including reasonable
attorneys’ fees and expenses) required to be paid by it under the Credit Agreement and (ii) all post-petition interest and expenses
(including reasonable attorneys’ fees) whether or not allowed under any bankruptcy, insolvency, or other similar law. However,
the Guaranteed Obligations shall be limited, with respect to each Guarantor, to an aggregate amount equal to the largest amount
that would not render such Guarantor’s obligations hereunder subject to avoidance under Section 544 or 548 of the United States
Bankruptcy Code or under any applicable state law relating to fraudulent transfers or conveyances. For the purposes of this
Guaranty Agreement, the Agents, the Issuing Banks, the Lenders and each Affiliate of a Lender who is now or hereafter owed
any Guaranteed Obligations is herein a “Creditor”. Furthermore, the Borrower and any other party directly obligated on any
Guaranteed Obligation is herein an “Obligated Party”. This Guaranty Agreement is an absolute, present and continuing
Guaranty Agreement of payment and not of collectibility and is in no way conditional or contingent upon any attempt to collect
from any Obligated Party, any collateral securing the Guaranteed Obligations or any other guarantor of the obligations guarantied
hereby or upon any other action, occurrence or circumstance whatsoever. In the event that an Obligated Party shall fail to pay any
of such Guaranteed Obligations, the Guarantors jointly and severally agree to pay the same when due to the Administrative
Agent or, with respect to Guaranteed Obligations arising in connection with a Swap Agreement, to the applicable Creditor,
without demand, presentment, protest or notice of any kind. Each default in payment of principal of, premium, if any, or interest
on any obligation guarantied hereby shall give rise to a separate cause of action hereunder and separate suits may be brought
hereunder as each cause of action arises.

 

 



 

2. INDEMNIFICATION.

(a) Without limitation on any other obligations of any Guarantor or remedies of the Creditors under this
Guaranty Agreement, each Guarantor shall, to the fullest extent permitted by law, indemnify, defend and save and hold
harmless each Creditor and each of their Related Parties (each, an “Indemnified Party”) from and against, and shall pay
on demand, any and all claims, damages, losses, liabilities and expenses (including, without limitation, reasonable fees
and expenses of counsel) that may be incurred by or asserted or awarded against any Indemnified Party in connection
with or as a result of any failure of any Guaranteed Obligations or any of the obligations of any Guarantor hereunder to
be the legal, valid and binding obligations of the Borrower or any of its Subsidiaries, as applicable, enforceable against
the Borrower or any of its Subsidiaries, as applicable, in accordance with their terms; provided that such indemnity shall
not, as to any Indemnified Party, be available to the extent that such claims, damages, losses, liabilities and expenses are
determined by a court of competent jurisdiction by final and nonappealable judgment to have resulted from the gross
negligence or willful misconduct of such Indemnified Party.

(b) Each Guarantor hereby also agrees that none of the Indemnified Parties shall have any liability (whether
direct or indirect, in contract, tort or otherwise) to any of the Guarantors or any of their Related Parties for, and each
Guarantor hereby agrees not to assert any claim against any Indemnified Party on any theory of, liability, for special,
indirect, consequential or punitive damages arising out of or otherwise relating to the actual or proposed use of the
proceeds of the Loans or the Letters of Credit, any of the Loan Documents or any of the transactions contemplated by the
Loan Documents.

(c) Without prejudice to the survival of any of the other agreements of any Guarantor under this Guaranty
Agreement, the obligations of each Guarantor under this Section 2 or shall survive the payment in full of the Guaranteed
Obligations and all of the other amounts payable under this Guaranty Agreement.

3. OBLIGATIONS ABSOLUTE. The obligations of each Guarantor hereunder shall be primary, continuing, absolute, joint,
several, irrevocable and unconditional, irrespective of the validity, regularity or enforceability of any Transaction Document,
shall not be subject to any counterclaim, setoff, deduction or defense based upon any claim any Guarantor may have against any
Obligated Party, any Creditor or otherwise or any claim any Obligated Party may have against any Creditor or otherwise, and
shall remain in full force and effect without regard to, and shall not be released, discharged or in any way affected by, any
circumstance or condition whatsoever (whether or not such Guarantor shall have any knowledge or notice thereof), including,
without limitation: (a) any amendment, restatement, modification of or supplement to any Transaction Document or any other
instrument referred to therein (except that the obligations of any Guarantor hereunder shall apply to the applicable Transaction
Document or such other instruments as so amended, restated, modified or supplemented) or any assignment or transfer of any of
the foregoing or of any interest therein, or any furnishing, acceptance or release of any security for the obligations due under any
Transaction Document; (b) any waiver, consent, extension, indulgence or other action or inaction under or in respect of any
Transaction Document; (c) any bankruptcy, insolvency, readjustment, composition, liquidation or similar proceeding with respect
to the Borrower or any Guarantor or other guarantor or any of their respective property; (d) any merger, amalgamation or
consolidation of any Guarantor or of any Obligated Party into or with any other corporation or any sale, lease or transfer of any
or all of the assets of any Guarantor or of any Obligated Party to any Person; (e) any failure on the part of any Obligated Party
for any reason to comply with or perform any of the terms of any other agreement with any Guarantor; or (f) any other
circumstance which might otherwise constitute a legal or equitable discharge or defense of a guarantor (other than a release of
the obligations of a Guarantor hereunder granted in accordance with the provisions of paragraph 21 hereof).

 

 



 

4. WAIVER. Each Guarantor unconditionally waives to the fullest extent permitted by law, (a) notice of acceptance hereof,
of any action taken or omitted in reliance hereon and of any defaults by any Obligated Party in the payment of any amounts due
under any Transaction Document, and of any of the matters referred to in paragraph 2 or 3 hereof (other than any notices
expressly provided for in this Guaranty Agreement or in any other Loan Document), (b) all notices which may be required by
statute, rule of law or otherwise to preserve any of the rights of any Creditor from time to time against any Guarantor, including,
without limitation, presentment to or demand for payment from any Obligated Party or any Guarantor, notice to any Obligated
Party or to any Guarantor of default or protest for nonpayment or dishonor and the filing of claims with a court in the event of the
bankruptcy of the Borrower whatsoever (other than any notices expressly provided for in this Guaranty Agreement or in any
other Loan Document), (c) any right to the enforcement, assertion or exercise by any Creditor of any right, power or remedy
conferred in this Guaranty Agreement or any Transaction Document, (d) any requirement or diligence on the part of any Creditor
and (e) any other act or omission or thing or delay to do any other act or thing which might in any manner or to any extent vary
the risk of any Guarantor or which might otherwise operate as a discharge of any Guarantor. The exercise by any Creditor of any
right or remedy hereunder or under any other instrument, or at law or in equity, shall not preclude the concurrent or subsequent
exercise of any other right or remedy.

5. OBLIGATIONS UNIMPAIRED. Each Guarantor authorizes the Creditors without notice or demand to any Guarantor
and without affecting the obligations of any Guarantor hereunder, from time to time (a) to renew, compromise, extend, accelerate
or otherwise change the time for payment of, or otherwise change the terms of, all or any part of any Transaction Document or
any other instrument referred to therein; (b) to take and hold security for the payment and performance of the obligations under
any Transaction Document, for the performance of this Guaranty Agreement or otherwise for the indebtedness guaranteed hereby
and to exchange, enforce, waive and release any such security; (c) to apply any such security and to direct the order or manner of
sale thereof as the Administrative Agent in its sole discretion may determine; (d) to obtain additional or substitute endorsers or
guarantors; (e) to exercise or refrain from exercising any rights against any Obligated Party and others; and (f) to apply any
sums, by whomsoever paid or however realized, to the payment of the principal of, premium, if any, and interest on the
obligations under the Transaction Documents and any other Guaranteed Obligation. Each Guarantor waives any right to require
any Creditor to proceed against any additional or substitute endorsers or guarantors or to pursue or exhaust any security provided
by any Obligated Party, any Guarantor or any other Person or to pursue any other remedy available to such entities.

 

 



 

6. COVENANTS. Each Guarantor agrees that, so long as any Creditor has any commitment or any other obligations under
any Transaction Document, or any amount payable hereunder remains unpaid, it shall comply with all covenants set forth in the
Credit Agreement and any other Transaction Document applicable to it.

7. SUBROGATION. Until the payment in full in cash of all Guaranteed Obligations (other than contingent indemnification
obligations for which no claim has been made) and all other amounts payable under this Guaranty Agreement and the
termination or expiration of the Commitments of the Lenders under the Credit Agreement, each Guarantor hereby waives (x) all
rights of subrogation which it may at any time otherwise have as a result of this Guaranty Agreement (whether statutory or
otherwise) to the claims of the Creditors against any Obligated Party or any other guarantor of the Guaranteed Obligations (the
Obligated Parties and such other guarantors are each herein referred to as an “Other Party”) and all contractual, statutory or
common law rights of reimbursement, contribution or indemnity from any Other Party which it may at any time otherwise have
as a result of this Guaranty Agreement; and (y) any right to enforce any other remedy which any Creditor now has or may
hereafter have against any Other Party, any endorser or any other guarantor of all or any part of the Guaranteed Obligations.

8. CONTRIBUTION. The Guarantors collectively desire to allocate among themselves, in a fair and equitable manner, their
obligations arising under the Loan Documents. Accordingly, in the event any payment or distribution is made by a Guarantor (a
“Funding Guarantor”) under this Guaranty Agreement or any other Transaction Document that exceeds its Fair Share (as
defined below), that Funding Guarantor shall, subject to paragraph 7 hereof, be entitled to a contribution from each of the other
Guarantors in the amount of such other Guarantor’s Fair Share Shortfall (as defined below), with the result that all such
contributions will cause each Guarantor’s Aggregate Payments (as defined below) to equal its Fair Share. “Fair Share” means,
with respect to a Guarantor as of any date of determination, an amount equal to (i) the ratio of (x) the Adjusted Maximum
Amount (as defined below) with respect to such Guarantor to (y) the aggregate of the Adjusted Maximum Amounts with respect
to all Guarantors, multiplied by (ii) the aggregate amount paid or distributed on or before such date by all Funding Guarantors
under this Guaranty Agreement or under the other Loan Documents in respect of the obligations guarantied. “Fair Share
Shortfall” means, with respect to a Guarantor as of any date of determination, the excess, if any, of the Fair Share of such
Guarantor over the Aggregate Payments of such Guarantor. “Adjusted Maximum Amount” means, with respect to a Guarantor
as of any date of determination, the maximum aggregate amount of the obligations of such Guarantor under this Guaranty
Agreement and the other Transaction Documents determined in accordance with the provisions hereof (including, without
limitation, the limitations on such obligations contained in paragraph 1 hereof); provided that, solely for purposes of calculating
the Adjusted Maximum Amount with respect to any Guarantor for purposes of this paragraph 8 the assets or liabilities arising by
virtue of any rights to or obligations of contribution hereunder shall not be considered as assets or liabilities of such Guarantor.
“Aggregate Payments” means, with respect to a Guarantor as of any date of determination, the aggregate amount of all
payments and distributions made on or before such date by such Guarantor in respect of this Guaranty Agreement and the other
Transaction Documents to which it is a party (including, without limitation, in respect of this paragraph 8). The amounts payable
as contributions hereunder shall be determined as of the date on which the related payment or distribution is made by the
applicable Funding Guarantor. The allocation among Guarantors of their obligations as set forth in this paragraph 8 shall not be
construed in any way to limit the liability of any Guarantor hereunder or under any other Transaction Document.

 

 



 

9. REINSTATEMENT OF GUARANTY AGREEMENT. This Guaranty Agreement shall continue to be effective, or be
reinstated, as the case may be, if and to the extent at any time payment, in whole or in part, of any of the sums due to any
Creditor in respect of the Guaranteed Obligations is rescinded or must otherwise be restored or returned by such entity upon the
insolvency, bankruptcy, dissolution, liquidation or reorganization of any Obligated Party or any Guarantor, or upon or as a result
of the appointment of a custodian, receiver, trustee or other officer with similar powers with respect to any Obligated Party, any
Guarantor or any substantial part of their respective properties, or otherwise, all as though such payments had not been made. If
an event permitting the acceleration of the maturity of the principal due under any Transaction Document shall at any time have
occurred and be continuing and such acceleration shall at such time be prevented or the right of any Creditor to receive any
payment under the applicable Transaction Document shall at such time be delayed or otherwise affected by reason of the
pendency against any Obligated Party of a case or proceeding under a bankruptcy or insolvency law, each Guarantor agrees that,
for purposes of this Guaranty Agreement and its obligations hereunder, the maturity of such principal amount shall be deemed to
have been accelerated with the same effect as if the applicable Creditor had accelerated the same in accordance with the terms of
the applicable Transaction Documents, and any Guarantor shall forthwith pay such accelerated principal amount, accrued interest
and premium, if any, thereon and any other amounts guaranteed hereunder.

10. PAYMENTS. Each Guarantor hereby, jointly and severally, guarantees the full and prompt payment of the Guaranteed
Obligations to the Administrative Agent, with respect to Guaranteed Obligations arising under the Loan Documents, and with
respect to the other Transaction Documents, the applicable Creditor thereunder, in currency required by the applicable
Transaction Document and in immediately available funds, at the times and places provided in, and otherwise strictly in
accordance with the terms and provisions of, the applicable Transaction Document (regardless of any law, regulation or decree
now or hereafter in effect which might in any manner affect the Guaranteed Obligations, or the rights of any such entity with
respect thereto as against any Obligated Party, or cause or permit to be invoked any alteration in the time, amount or manner of
payment by any Obligated Party of any or all of the Guaranteed Obligations), without set-off or counterclaim and free and clear
of, and without reduction for or on account of, any Indemnified Taxes or Other Taxes. If any Indemnified Taxes or Other Taxes
are required to be withheld from any amount payable by any Guarantor to any Creditor under this Guaranty Agreement, the
amounts so payable to such holder shall be increased to the extent necessary to yield to such entity (after payment of all
Indemnified Taxes and Other Taxes) interest or any such other amounts at the rates or in the amounts specified in the applicable
Transaction Document. Notwithstanding any provision of the definition of “Excluded Taxes” to the contrary, for purposes of this
Section 10, with respect to any Guarantor that is a Foreign Subsidiary, Indemnified Taxes shall include all withholding taxes that
would be imposed on amounts payable under this Guaranty Agreement by such Guarantor to any Lender at the time such
Guarantor becomes a party to this Guaranty Agreement, except to the extent attributable to such Lender’s failure to comply with
the following sentence. Any Lender that is entitled to an exemption from or reduction of withholding tax under the law of the

 

 



 

jurisdiction in which any Guarantor that is a Foreign Subsidiary is resident for tax purposes, or any treaty to which such
jurisdiction is a party, with respect to payments hereunder, shall deliver to such Guarantor, at the time or times prescribed by
applicable law or reasonably requested by such Guarantor, such properly completed and executed documentation prescribed by
applicable law as will permit payments by such Guarantor to be made without withholding or at a reduced rate of withholding. In
the event any payment is made by a Guarantor under this Guaranty Agreement, then such Guarantor shall, subject to paragraph 7
hereof, be subrogated to the rights then held by a Creditor with respect to the Guaranteed Obligations to the extent to which the
Guaranteed Obligations were discharged by such Guarantor. All payments received by the Administrative Agent under this
Guaranty Agreement shall be allocated pro rata among the Lenders in accordance with the Lenders’ Applicable Percentages
unless the Credit Agreement directs that the proceeds shall be distributed in another manner. All payments directly made to any
other Creditor under this Guaranty Agreement shall be applied in accordance with the applicable Transaction Document.

11. RANK OF GUARANTY AGREEMENT. Each Guarantor agrees that its obligations under this Guaranty Agreement
shall rank at least pari passu in priority of payment with all other unsecured senior obligations of such Guarantor now or
hereafter existing.

12. REPRESENTATIONS AND WARRANTIES OF THE GUARANTORS.

Each Guarantor represents and warrants to each Creditor as follows:

(a) Existence. It: (i) is duly organized, validly existing and in good standing under the laws of the jurisdiction of its
organization; (ii) has all requisite power and authority to own its property and assets and to carry on its business as now
conducted and as proposed to be conducted; (iii) is qualified to do business in every jurisdiction where such qualification is
required, except where the failure so to qualify would not result in a Material Adverse Effect; and (iv) has the corporate or other
organizational power and authority to execute, deliver and perform its obligations under this Guaranty Agreement and the other
Transaction Documents to which it is a party.

(b) Authorization. Its execution, delivery and performance of this Guaranty Agreement and the other Transaction
Documents to which it is a party: (i) have been duly authorized by all requisite corporate or other organizational action and
(ii) will not violate (A) any provision of any law, statute, rule or regulation to which it or any of its assets is subject or of its
certificate of incorporation or other constituent documents or by-laws or analogous documents, (B) any order of any
Governmental Authority or (C) any provision of any Material indenture, agreement or other instrument to which it is a party or
by which it or any of its property is or may be bound, (iii) violate, result in a breach of or constitute (alone or with notice or lapse
of time or both) a default under any such Material indenture, agreement or other instrument or (iv) result in the creation or
imposition of any Lien upon any of its property or assets.

(c) Enforceability. It has duly executed and delivered this Guaranty Agreement. This Guaranty Agreement constitutes,
and when entered into, the other Transaction Documents to which it is a party will constitute, its legal, valid and binding
obligation enforceable against it in accordance with their respective terms, as such enforceability may be limited by (i) applicable
bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting the enforcement of creditors’ rights generally
and (ii) general principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law).

 

 



 

(d) No Consents. No action, consent or approval of, registration or filing with or other action by any Governmental
Authority or any other Person is or will be required in connection with its execution, delivery or performance of this Guaranty
Agreement or the other Transaction Documents to which it is a party, except for any reports that are required to be filed with the
Securities and Exchange Commission pursuant to the Exchange Act.

(e) Credit Agreement Representations. All representations and warranties in the Credit Agreement relating to it are
true and correct as of the date hereof and are restated herein with the same force and effect as if such representations and
warranties had been made on and as of such date except to the extent that such representations and warranties relate specifically
to another date.

(f) Information. It has adequate means to obtain from the other Obligated Parties on a continuing basis information
concerning the financial condition and assets of the other Obligated Parties and it is not relying upon any Creditor to provide
(and no Creditor shall have any duty to provide) any such information to it either now or in the future.

(g) Benefit. The Borrower provides the Guarantors financing from time to time and some of the funds used by the
Borrower to provide such financing have been and will hereafter be borrowed by the Borrower under the Credit Agreement. As a
result, the value of the consideration received and to be received by each Guarantor as a result of the Borrower and the Lenders
entering into the Credit Agreement and each Guarantor’s executing and delivering this Guaranty Agreement (in light of, among
other things, the contribution provisions of paragraph 8 hereof) is reasonably worth at least as much as the liability and obligation
of each Guarantor hereunder, and such liability and obligation and the Transaction Documents have benefited and may
reasonably be expected to benefit each Guarantor directly or indirectly.

13. SETOFF. If an Event of Default shall have occurred and be continuing, each Creditor is hereby authorized at any time
and from time to time, to the fullest extent permitted by law, to set off and apply any and all deposits (general or special, time or
demand, provisional or final) at any time held and other indebtedness at any time owing by such Creditor to or for the credit or
the account of any Guarantor against any or all of the Guaranteed Obligations, irrespective of whether or not such Creditor shall
have made any demand under this Guaranty Agreement and although such obligations may be unmatured. The rights of each
Creditor under this paragraph are in addition to other rights and remedies (including other rights of setoff) which such Creditor
may have. Each Creditor agrees to promptly notify the applicable Guarantor after any such setoff and application by it, provided
that the failure to give such notice shall not affect the validity of such setoff and application.

14. [INTENTIONALLY OMITTED].

 

 



 

15. NOTICES. Unless otherwise specifically provided herein, all notices, consents, directions, approvals, instructions,
requests and other communications required or permitted by the terms hereof shall be in writing, and any such communication
shall become effective when received, addressed in the following manner: (a) if to any Guarantor, in care of the Borrower in
accordance with the notice provisions in the Credit Agreement or (b) if to any Lender or any Issuing Bank, or any Affiliate
thereof, to the respective address of the applicable Lender set forth in the notice provisions of the Credit Agreement, with a copy
to the Administrative Agent; or (c) if to the Administrative Agent, to the respective address set forth in the notice provisions of
the Credit Agreement; provided, however, that any such addressee may change its address for communications by notice given as
aforesaid to the other parties hereto.

16. CONSTRUCTION. The Section and Subsection headings in this Guaranty Agreement are for convenience of reference
only and shall neither be deemed to be a part of this Guaranty Agreement nor modify, define, expand or limit any of the terms or
provisions hereof. All references herein to numbered Sections or paragraphs, unless otherwise indicated, are to Sections and
paragraphs of this Guaranty Agreement. Words and definitions in the singular shall be read and construed as though in the plural
and vice versa, and words in the masculine, neuter or feminine gender shall be read and construed as though in either of the other
genders where the context so requires.

17. SEVERABILITY. If any provision of this Guaranty Agreement, or the application thereof to any Person or
circumstances, shall, for any reason or to any extent, be invalid or unenforceable, such invalidity or unenforceability shall not in
any manner affect or render invalid or unenforceable the remainder of this Guaranty Agreement, and the application of that
provision to other persons or circumstances shall not be affected but, rather, shall be enforced to the extent permitted by
applicable law.

18. STATUTE OF LIMITATIONS. To the extent permitted by law, any acknowledgment or new promise, whether by
payment of principal or interest or otherwise and whether by any Obligated Party or others (including any Guarantor), with
respect to any of the Guaranteed Obligations shall, if the statute of limitations in favor of any Guarantor against any Creditor
shall have commenced to run, toll the running of such statute of limitations and, if the period of such statute of limitations shall
have expired, prevent the operation of such statute of limitations.

19. FEES. The Guarantors shall, jointly and severally, pay on demand all reasonable attorneys’ fees and all other reasonable
costs and expenses incurred by the Creditors in connection with the administration, enforcement, or collection of this Guaranty
Agreement.

20. SUCCESSORS. The terms and provisions of this Guaranty Agreement shall be binding upon and inure to the benefit of
each Guarantor and the Creditors from time to time and their respective permitted successors, transferees and assigns.

 

 



 

21. ENTIRE AGREEMENT; AMENDMENT; RELEASE. This Guaranty Agreement amends and restates in its
entirety (but does not extinguish) the Existing Guaranty. From and after the date hereof, the guaranty of all indebtedness
guaranteed by the Existing Guaranty is continued, and not extinguished, discharged or satisfied. All references in the
Loan Documents to the Existing Guaranty shall be deemed to mean this Guaranty Agreement, as an amendment and
restatement of the Existing Guaranty. THIS GUARANTY AGREEMENT CONSTITUTES A “LOAN AGREEMENT” AS
DEFINED IN SECTION 26.02(a) OF THE TEXAS BUSINESS AND COMMERCE CODE, AND REPRESENTS THE
ENTIRE CONTRACT AMONG THE PARTIES RELATIVE TO THE SUBJECT MATTER HEREOF AND THEREOF. ANY
PREVIOUS AGREEMENT AMONG THE PARTIES WITH RESPECT TO THE SUBJECT MATTER HEREOF IS
SUPERSEDED BY THIS GUARANTY AGREEMENT. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN
THE PARTIES. NOTHING IN THIS GUARANTY AGREEMENT, EXPRESSED OR IMPLIED, IS INTENDED TO CONFER
UPON ANY PARTY OTHER THAN THE PARTIES HERETO ANY RIGHTS, REMEDIES, OBLIGATIONS OR
LIABILITIES UNDER OR BY REASON OF THIS GUARANTY AGREEMENT. THIS GUARANTY AGREEMENT IS
INTENDED BY EACH GUARANTOR AND EACH CREDITOR AS A FINAL AND COMPLETE EXPRESSION OF THE
TERMS OF THE GUARANTY AGREEMENT, AND NO COURSE OF DEALING AMONG ANY GUARANTOR AND ANY
CREDITOR, NO COURSE OF PERFORMANCE, NO TRADE PRACTICES, AND NO EVIDENCE OF PRIOR,
CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OR DISCUSSIONS OR OTHER EXTRINSIC
EVIDENCE OF ANY NATURE SHALL BE USED TO CONTRADICT, VARY, SUPPLEMENT OR MODIFY ANY TERM
OF THIS GUARANTY AGREEMENT. No amendment of or supplement to this Guaranty Agreement, or waiver or modification
of, or consent under, the terms hereof shall be effective unless in writing and signed by the Guarantors, the Administrative Agent
and the Required Lenders; except that without the agreement of the Guarantors, the Administrative Agent or any Lender, any
Material Subsidiary may be added hereto as a “Guarantor” by its execution and delivery of a Subsidiary Joinder Agreement.
Notwithstanding the foregoing, no Guarantor shall be released from its obligations under this Guaranty Agreement without the
prior written consent of all the Lenders, except that the Administrative Agent may, without the consent or agreement of any
Lender, release a Guarantor (x) if such Guarantor or its assets have been sold to a third party not affiliated with the Borrower or
any other Guarantor in a transaction permitted by Section 5.11 of the Credit Agreement, or (y) at any time when no Event of
Default exists and is continuing (as certified to the Administrative Agent by the Borrower and absent any express actual
knowledge to the contrary of the officers of the Administrative Agent who are involved with the proposed release), if the
Borrower requests the release of such Guarantor due to the fact that such Guarantor is no longer a Material Subsidiary, and in
connection with such request delivers to the Administrative Agent a certificate to the effect that such Guarantor is no longer a
Material Subsidiary and provides the Administrative Agent with any documents or other evidence that it may reasonably request
in order to verify the statements made in such certificate. Upon the release of any Guarantor, the Administrative Agent shall
execute and deliver all such documents as the Borrower or such Guarantor shall reasonably request to evidence the release of
such Guarantor from its obligations hereunder. This Guaranty Agreement may be amended or otherwise modified, and any
Guarantor may be released from any and all obligations hereunder without the consent or agreement of any Affiliate of any
Lender.

22. TERM OF GUARANTY AGREEMENT. Subject to the release provisions of paragraph 21, this Guaranty Agreement
and all guarantees, covenants and agreements of the Guarantors contained herein shall continue in full force and effect and shall
not be discharged until such time as all of the Guaranteed Obligations and all other amounts payable under this Guaranty
Agreement shall be paid in full in cash and all commitments of the Creditors under any Transaction Document terminated.

 

 



 

23. SURVIVAL. All warranties, representations and covenants made by the Guarantors herein or in any certificate or other
instrument delivered by such Guarantors on their behalf under this Guaranty Agreement shall be considered to have been relied
upon by the Creditors and shall survive the execution and delivery of this Guaranty Agreement, regardless of any investigation
made by, or on behalf of any Creditor.

24. FURTHER ASSURANCES. Each Guarantor hereby agrees to execute and deliver all such instruments and take all such
action as the Administrative Agent may from time to time reasonably request in order to effectuate fully the purposes of this
Guaranty Agreement.

25. EXERCISE OF REMEDIES. Each Guarantor agrees that the Creditors may exercise any rights granted to any of them
under the Transaction Documents without affecting the validity or enforceability of this Guaranty Agreement.

26. GOVERNING LAW; JURISDICTION, ETC.

(a) GOVERNING LAW. THIS GUARANTY AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE
WITH AND GOVERNED BY THE LAWS OF THE STATE OF TEXAS.

(b) SUBMISSION TO JURISDICTION. EACH GUARANTOR IRREVOCABLY AND UNCONDITIONALLY
SUBMITS, FOR ITSELF AND ITS PROPERTY, TO THE NONEXCLUSIVE JURISDICTION OF THE COURTS OF
THE STATE OF TEXAS SITTING IN DALLAS COUNTY AND OF THE UNITED STATES DISTRICT COURT OF
THE NORTHERN DISTRICT OF TEXAS, AND ANY APPELLATE COURT FROM ANY THEREOF, IN ANY
ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS GUARANTY AGREEMENT OR ANY
OTHER TRANSACTION DOCUMENT, OR FOR RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND
EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY AGREES THAT ALL CLAIMS IN
RESPECT OF ANY SUCH ACTION OR PROCEEDING MAY BE HEARD AND DETERMINED IN SUCH TEXAS
STATE COURT OR, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, IN SUCH FEDERAL
COURT. EACH OF THE PARTIES HERETO AGREES THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR
PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ON
THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY LAW. NOTHING IN THIS GUARANTY
AGREEMENT OR IN ANY OTHER TRANSACTION DOCUMENT SHALL AFFECT ANY RIGHT THAT ANY
CREDITOR MAY OTHERWISE HAVE TO BRING ANY ACTION OR PROCEEDING RELATING TO THIS
GUARANTY AGREEMENT OR ANY OTHER TRANSACTION DOCUMENT AGAINST ANY GUARANTOR OR
ITS PROPERTIES IN THE COURTS OF ANY JURISDICTION.

 

 



 

(c) WAIVER OF VENUE. EACH GUARANTOR IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO
THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY OBJECTION THAT IT MAY NOW OR
HEREAFTER HAVE TO THE LAYING OF VENUE OF ANY ACTION OR PROCEEDING ARISING OUT OF OR
RELATING TO THIS GUARANTY AGREEMENT OR ANY OTHER TRANSACTION DOCUMENT IN ANY
COURT REFERRED TO IN PARAGRAPH (b) OF THIS SECTION. EACH OF THE PARTIES HERETO HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, THE DEFENSE OF
AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION OR PROCEEDING IN ANY SUCH
COURT.

(d) SERVICE OF PROCESS. EACH PARTY HERETO IRREVOCABLY CONSENTS TO SERVICE OF
PROCESS IN THE MANNER PROVIDED FOR NOTICES IN SECTION 15. NOTHING IN THIS GUARANTY
AGREEMENT WILL AFFECT THE RIGHT OF ANY PARTY HERETO TO SERVE PROCESS IN ANY OTHER
MANNER PERMITTED BY APPLICABLE LAW.

(e) WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL
PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS GUARANTY
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT,
TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE,
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING
WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO
ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION.

27. NO WAIVER. No failure on the part of any Creditor to exercise, and no delay in exercising, any right, power, or
privilege hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any right, power, or privilege
hereunder preclude any other or further exercise thereof or the exercise of any other right, power, or privilege. The remedies
herein provided are cumulative and not exclusive of any remedies provided by law.

28. TIME IS OF THE ESSENCE. Time is of the essence in the performance of this Guaranty Agreement.

29. JUDGMENT CURRENCY. If any claim arising under or related to this Guaranty is reduced to judgment denominated
in a currency (the “Judgment Currency”) other than the currencies in which the Guaranteed Obligations are denominated or the
currencies payable hereunder (collectively the “Obligations Currency”), the judgment shall be for the equivalent in the Judgment
Currency of the amount of the claim denominated in the Obligations Currency included in the judgment, determined as of the
date of judgment. The equivalent of any Obligations Currency amount in any Judgment Currency shall be calculated at the spot
rate for the purchase of the Obligations Currency with the Judgment Currency quoted by Bank of America, N.A. in Dallas, Texas
at 10:00 a.m. (Dallas, Texas time) on the date for determination specified above. The Guarantor shall indemnify each Indemnitee
and hold each Indemnitee harmless from and against all loss or damage resulting from any change in exchange rates between the
date any claim is reduced to judgment and the date of payment thereof by the Guarantor or any failure of the amount of any such
judgment to be calculated as provided in this paragraph.

 

 



 

30. RELIANCE. Each Guarantor recognizes that each Creditor is relying upon this Guaranty Agreement and the
undertakings of each Guarantor hereunder in making extensions of credit to the Obligated Parties under the Transaction
Documents and further recognizes that the execution and delivery of this Guaranty Agreement is a material inducement to the
Creditors in entering into the Transaction Documents and continuing to extend credit thereunder. Each Guarantor hereby
acknowledges that there are no conditions to the full effectiveness of this Guaranty Agreement.

31. TERMINATION OF INTERCREDITOR AGREEMENT. Each Guarantor acknowledges, agrees and confirms, on
behalf of itself and its Affiliates, that (i) effective as of the date hereof (A) the Second Amended and Restated Intercreditor
Agreement dated as of July 8, 2005 among the Borrower, the other Obligated Parties named therein, Bank of America, as
collateral agent thereunder and as the Administrative Agent, and the lenders party to the Senior Note Purchase Agreements (the
“Intercreditor Agreement”) is terminated and (B) all of the obligations and agreements of the parties hereto and their Affiliates
under the Intercreditor Agreement shall be fully and effectively terminated (other than the obligations set forth in Section 8.01,
Section 8.02, and Section 5.11 of the Intercreditor Agreement which survive the termination thereof) and (ii) all of the security
interests and Liens in all of the Collateral (as defined in the Intercreditor Agreement) created pursuant to the Pledge Agreement
(as defined in the Intercreditor Agreement) have been released and that none of Bank of America, as collateral agent under the
Intercreditor Agreement, any Lender (as defined in the Intercreditor Agreement), or any Affiliate of the foregoing has a Lien or
security interest in any Collateral (as defined in the Intercreditor Agreement) pursuant to the Pledge Agreement (as defined in the
Intercreditor Agreement).

32. LIMITATION ON INTEREST. The Creditors and the Guarantors intend to contract in strict compliance with any
applicable usury law from time to time in effect, and the provisions of the Credit Agreement limiting the interest for which the
Guarantors are obligated are expressly incorporated herein by reference.

[Signature Page Follows]

 

 



 

IN WITNESS WHEREOF, each Guarantor has caused this Guaranty Agreement to be duly executed and delivered as
of the date first written above.
     
  GUARANTORS:
     
 

 

LENNOX INDUSTRIES INC.
ALLIED AIR ENTERPRISES INC.
SERVICE EXPERTS INC.
LENNOX GLOBAL LTD.

     
  By:   
    

 

    Name: Gary A. Larson
    Title:  Treasurer
     
  On behalf of each of the above-referenced Guarantors
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EXHIBIT E

SUBSIDIARY JOINDER AGREEMENT

This SUBSIDIARY JOINDER AGREEMENT (the “Agreement”) dated as of                       _____, 200_____  is
executed by the undersigned (“Debtor”) for the benefit of BANK OF AMERICA, N.A. in its capacity as administrative agent
for the lenders party to the hereafter identified Credit Agreement (in such capacity herein, the “Administrative Agent”) and for
the benefit of (a) such lenders in connection with that certain Third Amended and Restated Revolving Credit Facility Agreement
dated as of October 12, 2007, among the Administrative Agent, Lennox International Inc. (the “Borrower”), the lenders party
thereto, JPMorgan Chase Bank, N.A. and Wachovia Bank, National Association, as Co-Syndication Agents, The Bank of Tokyo-
Mitsubishi UFJ, Ltd. and Wells Fargo Bank, N.A., as Co-Documentation Agents, and U.S. Bank National Association and The
Bank of Nova Scotia, as Co-Managing Agents (as amended, restated, supplemented or otherwise modified from time to time, the
“Credit Agreement”, and capitalized terms not otherwise defined herein being used herein as defined in the Credit Agreement)
and (b) such lenders and Affiliates thereof in connection with Swap Agreements.

The Debtor is a newly formed or newly acquired Material Subsidiary that is not an Excluded Foreign Subsidiary or, as
a result of a change in assets, has become a Material Subsidiary that is not an Excluded Foreign Subsidiary and is required to
execute this Subsidiary Joinder Agreement pursuant to Section 5.21 the Credit Agreement.

NOW THEREFORE, in consideration of the premises and other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, Debtor hereby agrees as follows:

1. The Debtor hereby assumes all the obligations of a “Guarantor” under that certain Third Amended and Restated
Subsidiary Guaranty dated as of October 12, 2007 executed by the Guarantors party thereto in favor of the Administrative Agent
(as amended, restated, supplemented or otherwise modified from time to time, the “Guaranty”) and agrees that it is a
“Guarantor” and bound as a “Guarantor” under the terms of the Guaranty as if it had been an original signatory thereto. In
accordance with the foregoing and for valuable consideration, the receipt and adequacy of which are hereby acknowledged,
Debtor irrevocably and unconditionally guarantees to the Creditors (as defined in the Guaranty) the full and prompt payment and
performance of the Guaranteed Obligations (as defined in the Guaranty) upon the terms and conditions set forth in the Guaranty.
The Debtor hereby represents and warrants that each of the representations and warranties contained in Section 12 of the
Guaranty is true and correct on and as of the date hereof (after giving effect to this Subsidiary Joinder Agreement) as if made on
and as of such date.

2. This Agreement shall be deemed to be part of, and a modification to, the Guaranty and shall be governed by all the terms
and provisions of the Credit Agreement and the Guaranty, which terms are incorporated herein by reference, are ratified and
confirmed and shall be in full force and effect as valid and binding agreements of Debtor enforceable against Debtor. The Debtor
hereby waives notice of any Creditor’s acceptance of this Agreement.

 

 



 

IN WITNESS WHEREOF, the Debtor has executed this Agreement as of the day and year first written above.
     
  Debtor:
     
  By:   
   

 

   Name:  
    

 

   Title:  
    

 

 

 



 

SCHEDULE 1.01

EXISTING LETTERS OF CREDIT
                         
                      Non-  
                      renewal  
                  Renewal   Notice  
LC Number  Issuer  Amount   Beneficiary  Expiration   Terms   (days)  

D-210105  JPMorgan Chase Bank $ 2,650,000.76  
Lumbermans Mutual Casualty Company/American Motorists

Insurance Company   12/31/07  Evergreen   60 
D-218754  JPMorgan Chase Bank $ 80,000.00  Continental Casualty Company   10/23/08  Evergreen   60 

D-218869  JPMorgan Chase Bank $ 2,814,883.00  
Ace American Insurance Company/Indemnity Insurance

Company of North America   10/23/07  Evergreen   60 
D-218998  JPMorgan Chase Bank $ 74,000.00  Lumberman’s Underwriting Alliance   10/23/07  Evergreen   45 
D-219850  JPMorgan Chase Bank $ 7,000,000.00  Lake Park Insurance Limited   11/30/07  Evergreen   60 

D-235454  JPMorgan Chase Bank $ 31,290,000.00  
Ace American Insurance Company/Ace Insurance Company

of Texas   03/30/08  Evergreen   60 

D-244782  JPMorgan Chase Bank $ 25,226,264.00  
Ace American Insurance Company/Ace Insurance Company

of Texas   12/31/07  Evergreen   60 

NZS538172  Wells Fargo Bank  $ 24,070,714.00  
Ace American Insurance Company/Ace Insurance Company

of Texas   12/30/07  Evergreen   60 
                  

Total      $ 93,205,861.76                 
                  

SCHEDULE 1.01 — Existing Letters of Credit, Solo Page

 

 



 

SCHEDULE 2.01

COMMITMENTS
AND APPLICABLE PERCENTAGES

         
      Applicable  
Lender  Commitment  Percentage  
         
Bank of America, N.A.  $ 75,000,000   11.538461538%
JPMorgan Chase Bank, N.A.  $ 75,000,000   11.538461538%
Wachovia Bank, NA  $ 60,000,000   9.230769231%
The Bank of Tokyo-Mitsubishi UFJ, Ltd.  $ 50,000,000   7.692307692%
Wells Fargo Bank, N.A  $ 50,000,000   7.692307692%
U.S. Bank National Association  $ 40,000,000   6.153846154%
The Bank of Nova Scotia  $ 40,000,000   6.153846154%
Comerica Bank  $ 27,500,000   4.230769231%
Compass Bank  $ 27,500,000   4.230769231%
The Northern Trust Company  $ 27,500,000   4.230769231%
SunTrust Bank  $ 27,500,000   4.230769231%
Bank of Texas, N.A.  $ 25,000,000   3.846153846%
PNC Bank, National Association  $ 25,000,000   3.846153846%
ABN Amro Bank N.V.  $ 20,000,000   3.076923077%
Amegy Bank National Association  $ 20,000,000   3.076923077%
Calyon New York Branch  $ 20,000,000   3.076923077%
RBS Citizens, N.A.  $ 20,000,000   3.076923077%
UBS Loan Finance LLC  $ 20,000,000   3.076923077%
  

 
  

 
 

         
Total  $ 650,000,000   100.000000000%
  

 

  

 

 

 

 



 

SCHEDULE 3.05

LENNOX INTERNATIONAL INC. MATERIAL SUBSIDIARIES
   
Name  Jurisdiction of Organization
   
Lennox Industries Inc.  Iowa

Lennox Industries (Canada) Ltd.1  Canada
Lennox Canada Inc.2  Canada

Allied Air Enterprises Inc.  Delaware
Service Experts Inc.  Delaware
Lennox Global Ltd.  Delaware

 
   
1  Excluded Foreign Subsidiary
 

2  Excluded Foreign Subsidiary

SCHEDULE 3.05 — Material Subsidiaries, Solo Page

 

 



 

SCHEDULE 3.07

LITIGATION

None.

SCHEDULE 3.05 — Litigation, Solo Page

 

 



 

SCHEDULE 3.17

ENVIRONMENTAL DISCLOSURES

None.

SCHEDULE 3.17 — Environmental Disclosures, Solo Page

 

 



 

SCHEDULE 5.12

SCHEDULED INDEBTEDNESS

1.  Indebtedness of Lennox Procurement Company Inc., as lessee (“Lessee”) under that certain Lease Agreement, dated as of
June 22, 2006, by and between BTMU Capital Corporation, as lessor (“Lessor”) and Lessee (the “Lease Agreement”),
pursuant to which the Lessee leases an office building of approximately 192,000 square feet, which includes the Company’s
corporate headquarters in Richardson, Texas, and land and related improvements.

 
2.  Guarantee by the Borrower of the Indebtedness of Lessee under the Lease Agreement, pursuant to that certain Guaranty,

dated as of June 22, 2006, executed by the Borrower in favor of Lessor, MHCB (USA) Leasing and Finance Corporation,
and their respective affiliates.

SCHEDULE 5.12 — Scheduled Indebtedness, Solo Page

 

 



 

SCHEDULE 5.13

EXISTING LIENS

1.  The obligations of Lennox Procurement Company Inc. (“Lessee”) under that certain Lease Agreement, dated as of June 22,
2006, by and between Lessee and BTMU Capital Corporation, as lessor, pursuant to which the Lessee leases an office
building of approximately 192,000 square feet, which includes the Company’s corporate headquarters in Richardson, Texas,
and land and related improvements (the “Leased Property”) and under related documents are purportedly secured by a
pledge of, and a purported Lien on, Lessee’s interest in the Leased Property.

SCHEDULE 5.13 — Existing Liens, Solo Page

 

 



 

SCHEDULE 5.16

EXISTING RESTRICTIONS

1.  Lease Agreement, dated as of June 22, 2006, by and between Lennox Procurement Company Inc. (“Lessee”) and BTMU
Capital Corporation, as lessor (“Lessor”).

 
2.  Participation Agreement, dated as of June 22, 2006, by and among Lessor, Lessee, the Borrower, and MHCB

(USA) Leasing and Finance Corporation.

SCHEDULE 5.16 — Existing Restrictions, Solo Page

 

 



 

SCHEDULE 5.23

EXISTING INVESTMENTS

1.  25% common stock ownership interest in Alliance Compressor LLC, a joint venture engaged in the manufacture and sale of
compressors.

2.  50% common stock ownership in Frigus-Bohn S.A. de C.V., a Mexican joint venture that produces unit coolers and
condensing units.

3.  13% common stock ownership interest in Kulthorn Kirby Public Company Limited, a Thailand company engaged in the
manufacture of compressors for refrigeration applications.

SCHEDULE 5.23 — Existing Investments, Solo Page

 

 



 

SCHEDULE 8.01

ADMINISTRATIVE AGENT’S OFFICE;
CERTAIN ADDRESSES FOR NOTICES

BORROWER:

2140 Lake Park Blvd.,
Richardson, Texas 75080
Attention: Gary Larson
Telephone: 972/497-5410
Telecopier: 972/497-6092
Electronic Mail: Gary.Larson@Lennoxintl.com
Website: www.lennoxinternational.com

ADMINISTRATIVE AGENT:

Administrative Agent’s Office
(for payments and Requests for Credit Extensions):
Bank of America, N.A.
901 Main Street
Mail Code: TX1-492-14-14
Dallas, Texas 75202
Attn: Sharon Moffett
Telephone (214) 209-0183
Telecopier: (214) 290-9428
Electronic Mail: sharon.moffett@bankofamerica.com
Account No.:
Ref: Lennox International
ABA# 026-009-593

Account No. (for Euro):
Ref: Lennox International, Attn: Credit Services
Swift Address: BOFAGB22
Account No. (for Australian Dollars):
Ref: Lennox International, Attn: Credit Services
Swift Address: BOFAAUSX

Other Notices as Administrative Agent:
Bank of America, N.A.
Agency Management
231 S. LaSalle St.
Mail Code: IL1-231-08-30
Chicago, Illinois 60604
Attention: Bozena Janociak
Telephone: 312-828-3597
Telecopier: 877-207-0732
Electronic Mail: bozena.janociak@bankofamerica.com

L/C ISSUER:

SCHEDULE 8.01 — Administrative Agent’s Office; Certain Addresses for Notices — Page 1

 

 



 

Standby Letters of Credit

Bank of America, N.A.
Trade Operations-Scranton
1 Fleet Way
Mail Code: PA6-580-02-30
Scranton, PA 18507
Attention: Alfonso (Al) Malave
Telephone: (570) 330-4212
Facsimile: (570) 330-4186
Electronic Mail: alfonso.malave@bankofamerica.com

Commercial Letters of Credit

Bank of America, N.A.
Trade Services-Scranton
1 Fleet Way
Scranton, PA 18507
Attention: Sharon Catanzaro
Telephone: (570) 330-4270
Facsimile: (800) 755-8740
Electronic Mail: sharon.l.catanzaro@bankofamerica.com

SWINGLINE LENDER:

Bank of America, N.A.
901 Main Street
Mail Code: TX1-492-14-14
Dallas, TX 75202
Attn: Sharon Moffett
Telephone (214) 209-0183
Telecopier: (214) 290-9428
Electronic Mail: sharon.moffett@bankofamerica.com
Account No.:
Ref: Lennox International
ABA# 026-009-593

SCHEDULE 8.01 — Administrative Agent’s Office; Certain Addresses for Notices — Page 2

 

 



Exhibit 31.1

CERTIFICATION

I, Todd. M. Bluedorn, certify that:

1.  I have reviewed this quarterly report on Form 10-Q of Lennox International Inc.;

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 (a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

 
 (b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

 
 (c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

 
 (d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

 (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

 
 (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the

registrant’s internal control over financial reporting.
     
Date: July 30, 2009   
   
 /s/ Todd M. Bluedorn   
 Todd M. Bluedorn  
 Chief Executive Officer  

 

 



     

Exhibit 31.2

CERTIFICATION

I, Roy A. Rumbough, Jr., certify that:

1.  I have reviewed this quarterly report on Form 10-Q of Lennox International Inc.;

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 (a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

 
 (b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

 
 (c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

 
 (d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

 (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

 
 (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the

registrant’s internal control over financial reporting.

Date: July 30, 2009 
     
 /s/ Roy A. Rumbough, Jr.   
 Roy A. Rumbough, Jr.  
 Interim Chief Financial Officer  

 

 



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Lennox International Inc. (the “Company”) on Form 10-Q for the quarter ended
June 30, 2009 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned,
Todd M. Bluedorn, Chief Executive Officer of the Company, and Susan K. Carter, Chief Financial Officer of the Company,
certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that to his
or her knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results
of operations of the Company.
   
/s/ Todd M. Bluedorn
 

Todd M. Bluedorn
Chief Executive Officer  

 

   
July 30, 2009   
   
/s/ Roy A. Rumbough, Jr.
 

Roy A. Rumbough, Jr.
Interim Chief Financial Officer  

 

   
July 30, 2009   

A signed original of this written statement has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request. The foregoing certification is being furnished to
the Securities and Exchange Commission as an exhibit to the report.

 

 


