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PART I FINANCIAL INFORMATION
ITEM I: FINANCIAL STATEMENTS
APPLIED INDUSTRIAL TECHNOLOGIES, INC. AND SUBSIDIAFES
CONDENSED STATEMENTS OF CONSOLIDATED INCOME
(Unaudited)
(In thousands, except per share amounts)
Three Months Ended Nine Months Ended
March 31, March 31,
2015 2014 2015 2014

Net Sales $ 679,99 $ 618,00t $ 2,074,02. $ 1,805,26!
Cost of Sales 492,63: 446,78t 1,496,01. 1,300,86:
Gross Profit 187,36: 171,22 578,00:! 504,39¢
Selling, Distribution and Administrative, includirttepreciation 143,59: 131,04 441,26 384,84¢
Operating Income 43,77 40,17: 136,74« 119,54¢
Interest (Income) Expense, net 2,121 (12) 5,73¢ (102
Other (Income) Expense, net (887) (38¢) (269) (1,749
Income Before Income Taxes 42,53¢ 40,57: 131,26¢ 121,401
Income Tax Expense 13,92¢ 10,17¢ 43,83( 38,25
Net Income $ 2861 $ 30,39+ $ 8743¢ $ 83,14
Net Income Per Share - Basic $ 0.7¢C $ 0.7: % 21z % 1.9¢
Net Income Per Share - Diluted $ 0.7¢C $ 072 $ 211 % 1.9¢
Cash dividends per common share $ 027 $ 0.28 % 077 $ 0.71
Weighted average common shares outstanding foc bagiputation 40,80( 41,88( 41,16¢ 42,03¢
Dilutive effect of potential common shares 267 362 30¢ 39¢
Weighted average common shares outstanding faedilcomputation 41,06" 42,24; 41,47 42,43¢

See notes to condensed consolidated financiahstates.
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APPLIED INDUSTRIAL TECHNOLOGIES, INC. AND SUBSIDIARES

CONDENSED STATEMENTS OF CONSOLIDATED COMPREHENSIVRCOME

(Unaudited)
(In thousands)

Three Months Ended

Nine Months Ended

March 31, March 31,
2015 2014 2015 2014
Net income per the condensed statements of coasatidncome $ 2861C $ 3039« $ 87,43 $ 83,14
Other comprehensive income (loss), before tax:
Foreign currency translation adjustments (26,10 (3,876 (62,76¢) (20,736
Postemployment benefits:
Reclassification of actuarial losses and prior isereost into SD&A
expense and included in net periodic pension costs 71 9€ 214 287
Unrealized gain (loss) on investment securitieslabke for sale (9) 49 44 14¢
Total of other comprehensive loss, before tax (26,047) (3,73)) (62,51() (10,309
Income tax expense related to items of other cohgm&ive income 24 53 98 162
Other comprehensive income (loss), net of tax (26,067 (3,789 (62,609 (10,467
Comprehensive income, net of tax $ 254: § 2661 § 24830 § 72,68

See notes to condensed consolidated financiahsémtes.
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APPLIED INDUSTRIAL TECHNOLOGIES, INC. AND SUBSIDIAFES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands)

March 31, June 30,
2015 2014
ASSETS
Current assets
Cash and cash equivalents $ 55,16¢ $ 71,18¢
Accounts receivable, less allowances of $10,448%104385 394,40t 375,73.
Inventories 381,08 335,74°
Other current assets 55,35¢ 53,48(
Total current assets 886,01 836,14¢
Property, less accumulated depreciation of $160z610$156,872 104,68( 103,59¢
Identifiable intangibles, net 203,97¢ 159,50¢
Goodwill 252,71 193,49:
Deferred tax assets 49(C 21,16¢
Other assets 18,27: 20,25%
TOTAL ASSETS $ 1,466,15. $ 1,334,16!
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable $ 14388, $ 172,40:
Current portion of long term debt 2,72( 2,72(
Compensation and related benefits 54,01( 55,76(
Other current liabilities 68,45¢ 60,07
Total current liabilities 269,06 290,95!
Long-term debt 386,95¢ 167,99:
Postemployment benefits 18,81« 23,61:
Other liabilities 55,00¢ 51,30:
TOTAL LIABILITIES 729,84 533,86:
Shareholders’ Equity
Preferred stock—no par value; 2,500 shares authirizone issued or outstanding — —
Common stock—no par value; 80,000 shares authqrize@13 shares issued 10,00( 10,00(
Additional paid-in capital 158,92: 156,99¢
Retained earnings 952,35! 896,77t
Treasury shares—at cost (13,903 and 12,650 shares) (320,74) (261,859
Accumulated other comprehensive income (loss) (64,227 (1,615
TOTAL SHAREHOLDERS' EQUITY 736,31: 800,30¢
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 1,466,15. $ 1,334,16!

See notes to condensed consolidated financiahstates.
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APPLIED INDUSTRIAL TECHNOLOGIES, INC. AND SUBSIDIARES

CONDENSED STATEMENTS OF CONSOLIDATED CASH FLOWS

(Unaudited)
(In thousands)

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net caskigeal by operating activities:

Depreciation and amortization of property
Amortization of intangibles
Unrealized foreign exchange transactions (gairg los
Amortization of stock options and appreciation tsggh
Loss on sale of property
Other share-based compensation expense
Changes in operating assets and liabilities, natqtiisitions
Other, net
Net Cash provided by Operating Activities
Cash Flows from Investing Activities
Property purchases
Proceeds from property sales
Acquisition of businesses, net of cash acquired
Net Cash used in Investing Activities
Cash Flows from Financing Activities
Borrowings under revolving credit facility
Long-term debt borrowings
Long-term debt repayments
Purchases of treasury shares
Dividends paid
Excess tax benefits from share-based compensation
Acquisition holdback payments
Exercise of stock options and appreciation rights
Net Cash provided by (used in) Financing Activities
Effect of Exchange Rate Changes on Cash and Cashidtents
Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

See notes to condensed consolidated financiahsémtes.

Nine Months Ended

March 31,

2015 2014
87,43¢ $ 83,14%
12,79: 10,11¢
19,41: 9,51¢

(790 13€
1,381 1,70z
45 37
1,12 2,94¢
(83,60)) (60,45))
1,511 (2,829
39,31 44,32¢
(11,009 (6,492
451 34¢
(166,479 (17,000
(177,03) (23,149
51,00( 30,00(
170,23t —
(2,274 —
(59,239 (23,99
(31,80 (29,96))
53¢ 2,52t
(995) (1,829
232 95
127,69 (23,159
(5,99¢) (2,109
(16,024 (4,07¢)
71,18¢ 73,164
55,16¢ $ 69,08¢
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1.

APPLIED INDUSTRIAL TECHNOLOGIES, INC. AND SUBSIDIAFES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(Amounts in thousands, except per share amountgytited)

BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit accounting
principles generally accepted in the United Stafesmerica for interim financial information and thithe instructions to Form 10-Q
and Regulation S-X. Accordingly, they do not inauall of the information and footnotes requireddogounting principles generally
accepted in the United States of America for cotedi@ancial statements. In the opinion of manag#iredl adjustments (consisting
of normal recurring adjustments) considered necgd$eaa fair presentation of the financial positiof Applied Industrial
Technologies, Inc. (the “Company”, or “Applied”) aEMarch 31, 2015 and the results of its operations for the threg @ine montl
periods ended March 31, 2015 and 2014 and itsftash for the nine month periods ended March 31,38nd 2014 , have been
included. The condensed consolidated balance alsedtJune 30, 2014 has been derived from theeslid@nsolidated financial
statements at that date. This Quarterly ReportamF.0-Q should be read in conjunction with the @any’s Annual Report on
Form 10-K for the year ended June 30, 2014 .

Operating results for the three and nine monthogsrended March 31, 2015 are not necessarily itidicaf the results that may be
expected for the remainder of the fiscal year egpdime 30, 2015 .

Change in Accounting Principtel.S. Inventory Costing Methodology

Over the past nine quarters, the Company has bggermenting SAP as its new enterprise resourcenpigrsystem (ERP) at its U
service centers. As implementation occurred at sachice center, the method used to apply thedi@in dollar value last-in first-
out (LIFO) method of accounting changed for theeimwries at that location. The new inventory castimethodology utilizes the
weighted average cost method to determine themuyear LIFO indices as well as any new LIFO layestablished, whereas
previously, current costs were used. Upon compieatfccthe implementation, on July 1, 2014 the Comypalranged its accounting
policy to the new method. Differences between anstacognized in the financial statements durimgithplementation period and
the previous accounting policy prior to July 1, 2@tere immaterial.

The Company believes that this change in accoumtimgiple is preferable under the circumstancesbse weighted average cost
will provide a better reflection of actual transans and inventory purchases resulting in improwedching of actual costs and
current revenues, will result in greater consisgandnventory costing across the organizationexsain other U.S. locations were
previously using weighted average cost for simil&O calculations in their legacy inventory systermsd the new ERP system will
make inventory costing a more efficient processiwithe U.S. ASC 250 ccounting Changes and Error Corrections, requires that
unless it is impracticable to do so, the voluntagption of a new accounting principle should beedetrospectively to all prior
periods. Before July 1, 2014, the Company’s forlelRP system did not capture weighted average cdstgthe U.S. and the data
needed to recalculate previous LIFO indices dog¢gxist. Thus, the Company has concluded it is &oficable to recognize a
cumulative effect or to retrospectively apply tlileet of this change in accounting principle priorJuly 1, 2014, but believes that
those effects would be immaterial in all periods.

Change in Accounting PrincipleAlignment of Canadian Subsidiary Reporting

Effective July 1, 2013, the Company aligned thesatidation of the Company’s Canadian subsidiarthenconsolidated financial
statements which previously included results on@amonth reporting lag. The Company believes tiiatdhange in accounting
principle is preferable as it provides contempooarsereporting within our consolidated financiakstaents. In accordance with
applicable accounting literature, the eliminatidra@ne month reporting lag of a subsidiary istedaas a change in accounting
principle and requires retrospective applicatiome Tompany has determined that the effect of themge is not material to the
financial statements for all periods presentedtaedefore, the Company has not presented retraspeiplication of this change.
The net impact of the lag elimination of $1,200rmfome for the month of June 2013 has been includgdn “Other (Income)
Expense, net” on the Statement of Consolidatedniecfor the nine months ended March 31, 2014. Treetmonths ended March
31, 2014 reflect the same results, had the finhstaéements been retrospectively adjusted. The mionths ended March 31, 2014
reflect the same results, had the financial statésngeen retrospectively adjusted, with the exoeptif net income which would ha
decreased $1,200 .
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APPLIED INDUSTRIAL TECHNOLOGIES, INC. AND SUBSIDIAFES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(Amounts in thousands, except per share amountgytited)

Change in Accounting PrincipteAlignment of Mexican Subsidiary Reporting

Effective January 1, 2014, the Company alignecttiresolidation of the Company’s Mexican subsidiaryhie consolidated financial
statements which previously included results on@amonth reporting lag. The Company believes tiiatdhange in accounting
principle is preferable as it provides contempooarsereporting within our consolidated financiakstaents. In accordance with
applicable accounting literature, the eliminatidra@ne month reporting lag of a subsidiary istedaas a change in accounting
principle and requires retrospective applicatiome Tompany has determined that the effect of themge is not material to the
financial statements for all periods presentedtaedefore, the Company has not presented retraspeiplication of this change.
The net impact of the lag elimination of $ 200rfame for the month of December 2013 has beendedlwithin “Other (Income)
Expense, net” on the Statement of Consolidatedniecfior the three and nine montirsded March 31, 2014. The three months el
March 31, 2014 reflect the same results, had tranfiial statements been retrospectively adjustil tihe exception of net income
which would have decreased $ 200 . Net sales, tipgliacome and net income for the nine months dridarch 31, 2014 would
have decreased by $ 1,100, $ 100 and $ 300 hdohémeial statements been retrospectively adjusted

Inventory

The Company uses the last-in, first-out (LIFO) noetlof valuing U.S. inventories. An actual valuatafrinventory under the LIFO
method can be made only at the end of each yeadhlmasthe inventory levels and costs at that tiéveeordingly, interim LIFO
calculations are based on management’s estimatgetted year-end inventory levels and costs emdubject to the final yeand
LIFO inventory determination.

New Accounting Pronouncements

In May 2014, the FASB issued its final standardt@nrecognition of revenue from contracts with ouostrs. The standard, issued as
Accounting Standards Update (ASU) 2014-09, outlmsgle comprehensive model for entities to ngéeé accounting for revenue
arising from contracts with customers and supessetuzst current revenue recognition guidance, inefuthdustry specific

guidance. The core principle of this model is tlzat entity recognizes revenue to depict the trarsfferomised goods or services to
a customer in an amount that reflects the condiiderto which the entity expects to be entitlecdtkthange for those goods and
services." The update is effective for financialtement periods beginning after December 15, 201t6,early adoption prohibited.
The Company is currently determining the impadhdg pronouncement on its financial statementsrateded disclosures.

In June 2014, the FASB issued its final standardaounting for share-based payments when the tefrars award provide that a
performance target could be achieved after theisgquservice period. The standard, issued as AGL4-A 2, clarifies that a
performance target that affects vesting and thateaachieved after the requisite service periodulsl be treated as a performance
condition. The update is effective for financialteiment periods beginning after December 15, 201tb,early adoption permitted.
The Company is currently determining the impadhdg pronouncement on its financial statementsrateded disclosures.

2. BUSINESS COMBINATION(

The operating results of all acquired entitiesiactuded within the consolidated operating resaftthe Company from the date of
each respective acquisition.

Fiscal 2015

On July 1, 2014, the Company acquired 100% of tlistanding stock of Knox Oil Field Supply Inc. (“Bx"), headquartered in San
Angelo, Texas, for total consideration of $132,5@tluding cash paid of $118,0@0closing. The primary reason for the acquisi
of Knox is to complement and expand the Compangfmbilities to serve the upstream oil and gas imguis the United States. As a
distributor of oilfield supplies and related seesgthis business is included in the Service Cdgaised Distribution Segment. The
Company funded the acquisition by drawing $120,0806 the previously uncommitted shelf facility witrudential Investment
Management at a fixed interest rate of 3.19% witlaeerage seven year life. The remaining $14,006hase price will be paid as
acquisition holdback payments on the first thremiarsaries of the acquisition with interest aixad rate of 1.50% per annum.

7




Table of Contents
APPLIED INDUSTRIAL TECHNOLOGIES, INC. AND SUBSIDIAFES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(Amounts in thousands, except per share amountgytited)

The following table summarizes the consideratiansferred, assets acquired, and liabilities assumeohnection with the
acquisition of Knox based on their estimated faiues at the acquisition date, including prelimynestimates of certain assets wt
are subject to adjustment:

Knox
Acquisition

Accounts receivable $ 20,10(
Inventories 18,90(
Property 4,00(¢
Identifiable intangible assets 58,50(
Goodwill 63,40(
Total assets acquired 164,90(
Accounts payable and accrued liabilities 8,50(
Deferred income taxes 23,90(
Net assets acquired $ 132,50(
Purchase price 132,80(
Reconciliation of fair value transferred:

Working Capital Adjustments (300
Total Consideration $ 132,50(

None of the goodwill acquired is expected to beudtitile for income tax purposes. The goodwill redagd is attributable primarily
to expected synergies and other benefits that dmepany believes will result from the acquisitionkafox.

Other acquisitions during the year include the @&tjon of substantially all of the net assets @d@mientos y Derivados del Norte
S.A. de C.V., a Mexican distributor of bearings gaaver transmission products and related prodaots,Great Southern Bearings /
Northam Bearings, a Western Australia distributibearings and power transmission products on JuR014 as well as Ira Pump
and Supply Inc. (Ira Pump) a Texas distributoritifedd pumps and supplies on November 3, 2014.seheompanies are included in
the Service Center Based Distribution Segment.tdted combined consideration for these acquistisas approximately $54,900 .
Net tangible assets acquired were $21,300 andgifti@s including goodwill were $33,600 , based upogliminary estimated fair
values at the acquisition date, which are subgatustment. The Company funded these acquisifions borrowings under our
existing debt facilities. Total acquisition holdlgmayments of $6,900 will be paid at various titteeugh November 2016. The
results of operations for the Mexican, Australian &ra Pump acquisitions are not material for aesiqul presented.

Fiscal 2014

On May 1, 2014, the Company acquired 100% of thistanding stock of Reliance Industrial Productse{i&ce”), headquartered in
Nisku, Alberta, Canada, with operations in Westeéamada and the Western United States, for totadideration in the amount of
$179,800 ; tangible assets acquired were $27,500néangibles including goodwill were $152,300 séd upon preliminary
estimated fair values at the acquisition date, twhie subject to adjustment. The primary reasothi®acquisition is to provide the
Company enhanced capabilities to serve the upstodiaand gas industry in the United States and @anA distributor of fluid
conveyance and oilfield supplies, this businessdkided in the Service Center Based Distributiegr8ent. The Company funded
the acquisition by using available cash in Canadaé amount of $31,900 , existing revolving créaldlities of $36,600 and a new
$100,000 five year term loan facility, with the r@imder of $20,000 to be paid in equal amounts gaisition holdback payments on
the first two anniversaries of the acquisition,spinterest at 2% per annum.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(Amounts in thousands, except per share amountgytited)

During December 2013, the Company acquired subaliyrall of the net assets of Texas Oilpatch SsgsiCorporation (TOPS), a
Texas distributor of bearings, oil seals, powengraission products, and related replacement patteetoilfield industry. The
acquired business is included in the Service Cadised Distribution segment. The consideration fiidhis acquisition was
$17,000 , tangible assets acquired were $3,900ngamgibles, including goodwill were $13,100 . Tiarchase price includes $2,550
of acquisition holdback payments which have beed ipdo an escrow account controlled by a thirdtypaFhe acquisition price and
the results of operations of TOPS are not materiedlation to the Company’s consolidated finanstatements.

Pro Forma Financial Information

The following unaudited pro forma consolidated Hssaf operations have been prepared as if theaRedi and Knox acquisitions
(including the related acquisition costs) had odiiat the beginning of the first quarter of fiseal 4:

Three Months Nine Months
March 31, 2014 Ended Ended
Pro forma financial information:
Sales $ 672,88 $ 1,974,69
Operating income $ 45407 $ 135,33(
Net income $ 32,657 $ 89,97¢
Diluted net income per share $ 077 $ 2.12

These pro forma amounts have been calculatedadtdying the Company’s accounting policies and stitig the results to reflect
additional depreciation and amortization assumiregfair value adjustments to property, plant, aquigment, and amortizable
intangible assets had been applied as of July 113.26 addition, pro forma adjustments have beedeniar the interest expense that
would have been incurred as a result of the inditess used to finance the acquisitions. The pradaret income amounts also
incorporate an adjustment to the recorded incomexpense for the income tax effect of the pro ®adjustments described above.
These pro forma results of operations do not irelaidy anticipated synergies or other effects opthaned integrations;

accordingly, such pro forma adjustments do not @dro be indicative of the results of operatiomattactually would have resulted
had the acquisitions occurred as the date indicatéiolat may result in the future.

3. GOODWILL AND INTANGIBLES

The changes in the carrying amount of goodwilldoth the Service Center Based Distribution segraedtthe Fluid Power
Businesses segment for the nine month period eM@ech 31, 2015 are as follows:

Service Centers Fluid Power Total
Balance at July 1, 2014 $ 192,56! $ 92¢ $ 193,49:
Goodwill acquired during the period 77,95: — 77,95:
Other, primarily currency translation (18,729 — (18,729
Balance at March 31, 2015 $ 251,78t $ 92¢ % 252,71

At March 31, 2015, accumulated goodwill impairmkrsses, subsequent to fiscal year 2002, totalégb$3 and related to the Fluid
Power Businesses segment.

The Company has seven reporting units and perforte@hnual goodwill impairment assessment as mddey 1, 2015. The
Company concluded that four of the reporting uhitd material excesses of fair value compared io ¢aerying amounts. The
Company concluded that two reporting units (Carsedaice center and Australia / New Zealand) hagéexfair value of
approximately $39,000 and $4,000 or fifteen andtB®n percent, respectively when compared to #igaetive carrying amount. The
techniques used in the Company's impairment tes imzorporated a number of assumptions that thepany believes to be
reasonable and to reflect market conditions fotemtathe assessment date. Assumptions in estimfatiage cash flows are subject to
a high degree of judgment. The Company
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(Amounts in thousands, except per share amountgytited)

makes all efforts to forecast future cash flowsesurately as possible with the information avaddati the time the forecast is made.
To this end, the Company evaluates the appropeageaf its assumptions as well as its overall fstcby comparing projected
results of upcoming years with actual results ecpding years and validating that differences thexee reasonable. Key
assumptions, all of which are Level 3 inputs, elatpricing trends, inventory costs, discount,ratsstomer demand, and the long-
term growth and foreign exchange rates. A numbéeothmarks from independent industry and othen@odc publications were
also used. Changes in future actual results, agtamspand estimates after the assessment dateemayd an outcome where
impairment charges would be required in futurequisi Specifically, actual results may vary from @empany’s forecasts and such
variations may be material and unfavorable, thetdlygering the need for future impairment testerehthe conclusions may differ
in reflection of prevailing market conditions.

The Company’s identifiable intangible assets réasyifrom business combinations are amortized dveir estimated period of
benefit and consist of the following:

Accumulated Net Book
March 31, 2015 Amount Amortization Value
Finite-Lived Identifiable Intangibles:
Customer relationships $ 224,08¢ $ 60,567 $ 163,52
Trade names 42,52¢ 12,413 30,11
Vendor relationships 14,56¢ 7,032 7,53:
Non-competition agreements 4,57¢ 1,771 2,80¢
Total Identifiable Intangibles $ 285,75t $ 81,78 $ 203,97:
Accumulated Net Book
June 30, 2014 Amount Amortization Value
Finite-Lived Identifiable Intangibles:
Customer relationships $ 170,39! $ 48,28 $ 122,11(
Trade names 36,91: 10,39¢ 26,51¢
Vendor relationships 15,44¢ 6,62¢ 8,81¢
Non-competition agreements 3,322 1,26( 2,06z
Total Identifiable Intangibles $ 226,07 $ 66,567 $ 159,50¢

Amounts include the impact of foreign currency #lation. Fully amortized amounts are written off.

During the nine month period ended March 31, 20the Company acquired identifiable intangible asgéth a preliminary
acquisition cost allocation and weighted-averafgeds follows:

Acquisition Cost Weighted-

Allocation Average Life
Customer relationships $ 68,25( 195
Trade names 7,67¢ 14.7
Non-competition agreements 1,66¢ 5.0
Total Intangibles Acquired $ 77,59 18.7

Estimated future amortization expense by fiscat ypased on the Company'’s identifiable intangildsets as of March 31, 20} %or
the next five years is as follows: $6,200 for tamainder of 2015 , $24,400 for 2016 , $22,900 %72, $21,000 for 2018 , $19,100
for 2019 and $17,400 for 2020 .

10
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4. DEBT

Revolving Credit Facility

The Company has a revolving credit facility witlgrmup of banks expiring in May 2017. This agreenmpovides for unsecured
borrowings of up to $150,000 . Fees on this faciinge from 0.09% to 0.175% per year based uppiCtimpany's leverage ratio at
each quarter end. Borrowings under this agreenaany gariable interest rates tied to either LIBQRme, or the bank’s cost of
funds at the Company’s discretion. This agreemksiat enables the Company to refinance this debtlongterm basis. At

March 31, 2015 and June 30, 2014 , the Companyhad,000 and $69,000 outstanding under this cfadiiity, respectively.
Unused lines under this facility, net of outstamgietters of credit of $6,800 and $8,700 to secerain insurance obligations,
totaled $23,000 and $72,300 at March 31, 2015 and 30, 2014 , respectively and are availablernd future acquisitions or other
capital and operating requirements. The weightedlaage interest rate on the revolving credit faciititstanding as of March 31,
2015 was 1.06% and June 30, 2014 was 0.85% .

Long-Term Borrowings

The Company entered into a $100,000 unsecured/éaeterm loan with a group of banks in A@@114, with a final maturity date
April 2019. Borrowings under this agreement carsagable interest rate tied to LIBOR, which at letai31, 2015 was 1.19% and at
June 30, 2014 was 1.06% . The term loan had $988608%99,400 outstanding at March 31, 2015 and 30n2014 , respectively.

In April 2014, the Company assumed $2,400 of dslat part of the headquarters facility acquisitibime 1.5%fixed interest rate no
is held by the State of Ohio Development Servicgerty, maturing in May 2024. At March 31, 2015 dade 30, 2014 , $2,2@M0d
$2,300 was outstanding, respectively.

At March 31, 2015 the Company had borrowings outstanding undemisecured shelf facility agreement with Prudentiséstmen
Management of $170,000 . The "Series C" notes hagwéncipal amount of $120,000 and carry a fixedrest rate of 3.19% , which
is due in equal principal payments in July 202@26and 2022. The "Series D" notes have a prinapieunt of $50,000 and carry a
fixed interest rate of 3.21% which is due in equéicipal payments in October 2019 and 2023. Alafch 31, 2015, $50,000 in
additional financing was available under this fiagil

5. FAIR VALUE MEASUREMENTS

Marketable securities measured at fair value atthl&d, 2015 and June 30, 2014 totaled $9,828 ah®#$1 , respectively. These
marketable securities are held in a rabbi trusafoon-qualified deferred compensation plan. Theketable securities are included
in Other Assets on the accompanying condensed lidatew balance sheets and their fair values asedapon quoted market pric
in an active market (Level 1 in the fair value hiehy).

The fair value of the debt outstanding under thedfdhcility agreement with Prudential Investmenahhgement approximates
carrying value at March 31, 2015 . (Level 2 in thie value hierarchy)

The revolving credit facility and the term loan tain variable interest rates and their carryingigalapproximated fair value at both
March 31, 2015 and June 30, 2014 (Level 2 in tirevdue hierarchy).
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6. SHAREHOLDERS' EQUITY

Accumulated Other Comprehensive Income (Loss)

Changes in the accumulated other comprehensiven@d¢toss), are comprised of the following:

Three Months Ended March 31, 2015

Total
Unrealized gai Accumulate
Foreign currenc (loss) o1 othel
translatiol securitie Postemployme! comprehensiv
adjustmer  available for sal benefit: income (loss
Balance at December 31, 2014 $ (35,679 $ 56 $ (2,53¢) $ (38,15¢)
Other comprehensive income (loss) (26,105 (6) (26,117
Amounts reclassified from accumulated oi
comprehensive income (loss) 44 44
Net current-period other comprehensive
income (loss), net of taxes (26,10 (6) 44 (26,067
Balance at March 31, 2015 $ (61,779 $ 5 $ (2499 $ (64,22)
Nine Months Ended March 31, 2015
Total
Unrealized gai Accumulate
Foreign currenc (loss) ol othel
translatiol securitie Postemployme! comprehensiv
adjustmer  available for sal benefit: income (loss
Balance at July 1, 2014 $ 98¢ $ 21 % (2,625 $ (1,615
Other comprehensive income (loss) (62,76¢) 29 (62,739
Amounts reclassified from accumulated of
comprehensive income (loss) 131 131
Net current-period other comprehensive
income (loss), net of taxes (62,76¢) 29 131 (62,609
Balance at March 31, 2015 $ (61,779 $ 5 § (2499 $ (64,229
Other Comprehensive Income (L0sS)
Details of other comprehensive income (loss) arfelésvs:
Three Months Ended March 31,
2015 2014
Tax Tax
Pre-Tax Expense Net Pre-Tax Expense Net
Amount  (Benefit)  Amount Amount  (Benefit)  Amount
Foreign currency translation adjustments $ (26,10Y) $ — $ (26,10 $ (3,87¢) $ — $ (3,87¢)
Postemployment benefits:
Reclassification of actuarial losses and prior
service cost into SD&A expense and include
net periodic pension costs 71 27 44 96 37 59
Unrealized gain (loss) on investment securities
available for sale 9 3 (6) 49 16 33
Other comprehensive income (l0ss) $ (26,04) $ 24§ (26,06 $ (3,73) $ 53 $ (3,789
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Nine Months Ended March 31,

2015 2014
Tax Tax
Pre-Tax Expense Net Pre-Tax Expense Net
Amount  (Benefit)  Amount Amount  (Benefit)  Amount
Foreign currency translation adjustments $ (62,769 $ — $ (62,769 $ (10,736 $ — $ (10,736
Postemployment benefits:
Reclassification of actuarial losses and prior
service cost into SD&A expense and includ
in net periodic pension costs 214 83 131 287 112 17t
Unrealized gain (loss) on investment securities
available for sale 44 15 29 14¢ 50 98
Other comprehensive income (loss) $ (62,510 $ 98 § (62,609 $ (10,30) $ 16z $ (10,469

Antidilutive Common Stock Equivalents

In the three month periods ended March 31, 2015284 , stock options and stock appreciation rigsested to 450 and 306
thousand shares of common stock were not includéuki computation of diluted earnings per sharetferperiods then ended as
they were anti-dilutive. In the nine month periesgled March 31, 2015 and 201gtock options and stock appreciation rights eel
to 487 and 306 thousand shares of common stockegri@cluded in the computation of diluted earsipgr share for the periods

then ended as they were anti-dilutive.

BENEFIT PLANS

The following table provides summary disclosurethefnet periodic postemployment costs recogniaethe Company’s

postemployment benefit plans:

Retiree Health Care

Pension Benefits Benefits
Three Months Ended March 31, 2015 2014 2015 2014
Components of net periodic cost:
Service cost $ 24 $ 19 $ 13 $ 12
Interest cost 224 29t 24 35
Expected return on plan assets (129 (109
Recognized net actuarial loss (gain) 14C 152 (22 9
Amortization of prior service cost 21 20 (68) (68)
Net periodic cost $ 28t % 38 $ B3 % (30
Retiree Health Care
Pension Benefits Benefits
Nine Months Ended March 31, 2015 2014 2015 2014
Components of net periodic cost:
Service cost $ 73 8 57 $ 39 $ 36
Interest cost 672 88t 71 104
Expected return on plan assets (377) (312
Recognized net actuarial loss (gain) 41¢ 45¢ (66) (28)
Amortization of prior service cost 64 59 (203 (203
Net periodic cost $ 857 $% 1,14¢ $ (159 $ (92)

The Company contributed $6,129 to its pension beplksins and $120 to its retiree health care plarike nine months ended
March 31, 2015 . Expected contributions for thea#rder of fiscal 2015 are $200 for the pension bepkans to fund scheduled



retirement payments and $40 for retiree health plaes.
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8. SEGMENT AND GEOGRAPHIC INFORMATION

The accounting policies of the Company’s reportalelgments are generally the same as those useep@a@ the condensed
consolidated financial statements. Intercompangssatimarily from the Fluid Power Businesses sedrwethe Service Center Bas
Distribution segment of $6,124 and $5,369 , inttree months ended March 31, 2015 and 2014 , ri¢plyc and $17,760 and
$16,564 in the nine months ended March 31, 20152844, respectively, have been eliminated in trgn&mt Financial Information
tables below.

Service Center Bast Fluid Power

Three Months Ended Distribution Businesses Total
March 31, 2015

Net sales $ 557,08¢ $ 122,90t $ 679,99:
Operating income for reportable segments 33,78¢ 11,75 45,53¢
Depreciation and amortization of property 4,12¢ 332 4,461
Capital expenditures 2,801 40z 3,20z
March 31, 2014

Net sales $ 492,67t $ 125,32¢ % 618,00t
Operating income for reportable segments 28,75¢ 13,44: 42,19¢
Depreciation and amortization of property 2,96¢ 363 3,321
Capital expenditures 2,021 34t 2,36¢

Service Center Bast Fluid Power

Nine Months Ended Distribution Businesses Total
March 31, 2015

Net sales $ 1,701,72. % 372,29¢ $ 2,074,02.
Operating income for reportable segments 105,90: 36,90¢ 142,81
Assets used in business 1,256,26 209,88 1,466,15.
Depreciation and amortization of property 11,74: 1,051 12,79:
Capital expenditures 9,87t 1,13¢ 11,00¢
March 31, 2014

Net sales $ 1,450,700 $ 354,55 $ 1,805,26!
Operating income for reportable segments 82,69: 33,26: 115,95¢
Assets used in business 879,34¢ 217,30: 1,096,65
Depreciation and amortization of property 8,951 1,16¢ 10,11¢
Capital expenditures 5,75¢ 737 6,49

Enterprise resource planning system (ERP) relagsdts are included in assets used in businessagitdlexpenditures within the
Service Center Based Distribution segment.
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A reconciliation of operating income for reportaBeEgments to the condensed consolidated incomeehieimme taxes is as follown

Three Months Ended Nine Months Ended
March 31, March 31,
2015 2014 2015 2014
Operating income for reportable segments $ 4553¢ % 42,19t $ 142,81: $ 115,95¢
Adjustment for:
Intangible amortization—Service Center Base
Distribution 4,811 1,102 14,69¢ 4,48¢
Intangible amortization—Fluid Power Businesses 1,54z 2,08¢ 4,71¢ 5,03¢
Corporate and other (income) expense, net (4,586€) (1,16%) (13,34% (13,109
Total operating income 43,77: 40,17: 136,74« 119,54¢
Interest (income) expense, net 2,121 (12) 5,73¢ (102)
Other (income) expense, net (887) (389 (263) (1,749
Income before income taxes $ 42,53¢ $ 40,57: $ 131,26¢ $ 121,40(

The change in corporate and other (income) expertés due to changes in the amounts and levalsrtdin supplier support
benefits and expenses being allocated to the sagniére expenses being allocated include corpeteieges for working capital,
logistics support and other items.

Net sales are presented in geographic areas bagbé tocation of the facility shipping the prodacid are as follows:

Three Months Ended Nine Months Ended
March 31, March 31,
2015 2014 2015 2014
Geographic Areas:

United States $ 562,56: $ 519,71 $ 1,673,927 $ 1,500,25;
Canada 79,951 64,92: 282,66 202,43¢
Other countries 37,47¢ 33,37: 117,43: 102,56¢
Total $ 679,99: $ 618,006 $ 2,074,022 $ 1,805,26!

Other countries consist of Mexico, Australia andvMNEealand.
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9. OTHER (INCOME) EXPENSE , NET

Other (income) expense, net consists of the folgwi

Three Months Ended Nine Months Ended
March 31, March 31,
2015 2014 2015 2014

Unrealized (gain) loss on assets held in rabbt farsa
nonqualified deferred compensation plan $ (245 $ (110 $ (418) $ (1,35%)

Elimination of one-month Canadian and Mexican
reporting lags, effective July 1, 2013 and Jandary

2014, respectively (A75) (1,342
Foreign currency transactions (gain) loss (474 46 152 952
Other, net (16§ (149 2 (5)
Total other (income) expense, net $ 887 $ (389 $ (265 $ (1,749
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APPLIED INDUSTRIAL TECHNOLOGIES, INC. AND SUBSIDIARES
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

The accompanying condensed consolidated finantzisdraents of the Company have been reviewed bgdinepanys independent register
public accounting firm, Deloitte & Touche LLP, wheoseport covering their reviews of the condensetsobdated financial statements
follows.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGERM

To the Board of Directors and Shareholders of
Applied Industrial Technologies, Inc.
Cleveland, Ohio

We have reviewed the accompanying condensed cdaseati balance sheet of Applied Industrial Techrieldnc. and subsidiaries (the
“Company”) as of March 31, 2015, and the relatedldensed statements of consolidated income analideted comprehensive income for
the three-month and nine -month periods ended Mat¢i2015 and 2014, and of consolidated cash ffowthe nine-month periods ended
March 31, 2015 and 2014. These interim financigleshents are the responsibility of the Company’sagament.

We conducted our reviews in accordance with thedsteds of the Public Company Accounting Oversigbamd (United States). A review of
interim financial information consists principalty applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatlstandards of the Public Company
Accounting Oversight Board (United States), thezotiye of which is the expression of an opinionareling the financial statements taken as
a whole. Accordingly, we do not express such aniopi

Based on our reviews, we are not aware of any mhtapdifications that should be made to such cosdd consolidated interim financial
statements for them to be in conformity with acdamgprinciples generally accepted in the Unitedt&t of America.

We have previously audited, in accordance withstaedards of the Public Company Accounting Ovetdigtard (United States), the
consolidated balance sheet of the Company as ef 302014 , and the related statements of corsdetidncome, consolidated
comprehensive income, consolidated shareholdetstye@nd consolidated cash flows for the year theded (not presented herein); and in
our report dated August 22, 2014, we expressedgualified opinion on those consolidated finansiatements. In our opinion, the
information set forth in the accompanying conders@tsolidated balance sheet as of June 30, 2Fa#lisstated, in all material respects, in
relation to the consolidated balance sheet frontiwhihas been derived.

/s/ Deloitte & Touche LLP

Cleveland, Ohio
May 4, 2015
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With nearly 6,000 employees across North Ameriasstfalia and New Zealand, Applied Industrial Tedbgees (“Applied,” the “Company,”
“We,” “Us” or “Our”) is a leading industrial distoutor serving MRO (Maintenance, Repair & Operatjarsd OEM (Original Equipment
Manufacturer) customers in virtually every industryaddition, Applied provides engineering, deségm systems integration for industrial
and fluid power applications, as well as customizesthanical, fabricated rubber and fluid power sbenwices. Applied also offers
maintenance training and inventory managementisokithat provide added value to our customershee a long tradition of growth
dating back to 1923, the year our business wagdidiin Cleveland, Ohio. During the third quartefis€al 2015 , business was conducted in
the United States, Canada, Mexico, Puerto Ricofralis and New Zealand from 571 facilities.

The following is Management's Discussion and Arialg$ significant factors which have affected omahcial condition, results of operatic
and cash flows during the periods included in tteoapanying condensed statements of consolidatednie, consolidated comprehensive
income and consolidated cash flows. When reviewlegdiscussion and analysis set forth below, please that the majority of SKUs (Stock
Keeping Units) we sell in any given period were netessarily sold in the comparable period of tinar year, resulting in the inability to
guantify certain commonly used comparative metaiealyzing sales, such as changes in product mixalune.

Overview

Consolidated sales for the quarter ended Marc2@15 increased $ 62.0 million or 10.0% comparetthéoprior year quarter, with
acquisitions contributing $65.4 million or 10.6%daain unfavorable foreign currency translation af.$Imillion decreasing sales by 1.9% .
The operating margin of 6.4% of sales, was dowgh#lly from 6.5% in the prior year quarter. Net inmof $28.6 million decreased 5.9%
compared to the prior year quartqrincipally because of increased interest expensagithe current year quarter resulting from the
borrowings utilized to fund acquisitions, as wedlthe reversal during the prior year quarter ofaterdeferred tax liabilities and other income
tax reserves which did not occur in the currenty8hareholders' equity was $ 736.3 million at Ma3d, 2015 , down from th#une 30, 201
level of $800.3 million . The current ratio was 831 at March 31, 2015 and 2.9 to 1 at June 30420

Applied monitors several economic indices that hasen key indicators for industrial economic atyivin the United States. These include
the Industrial Production and Manufacturing Capeditilization (MCU) indices published by the FeddReserve Board and the Purchasing
Managers Index (PMI) published by the Institute Sopply Management (ISM). Historically, our perf@mnee correlates well with the MCU,
which measures productivity and calculates a m@ftiactual manufacturing output versus potentidldapacity output. When manufacturing
plants are running at a high rate of capacity, tieey to wear out machinery and require replacempeits.

In the current March quarter, Industrial Productitetreased at an annual rate of 1.0%. The MCU #ncM2015 was 77.1, down from the
December 2014 revised reading of 78.0. The ISM Ridistered 51.5 in March , a decrease from 55Beicember , but still above 50 (its
expansionary threshold).

The number of Company employees was 5,907 at MatcB015 , 5,472 at June 30, 2014 , and 5,132 athvzil, 2014 . The number of
operating facilities totaled 571 at March 31, 20538 at June 30, 2014 , and 524 at March 31, 2014
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Results of Operations

Three months Ended March 31, 2015 and 2014

The following table is included to aid in reviewApplied's condensed statements of consolidatezhiec

Three Months Ended March :

As a Percent of Net Sales  change in $'s Versus Prior Period - % Increase/

2015 2014 (Decrease)
Net Sales 100.(% 100.(% 10.0%
Gross Profit 27.€% 27.1% 9.4%
Selling, Distribution & Administrative 21.1% 21.2% 9.6%
Operating Income 6.4% 6.5% 9.0%
Net Income 4.2% 4. % (5.9)%

During the quarter ended March 31, 2015 , salegésed $62.0 million or 10.0% compared to the pré@r quarter, with acquisitions
accounting for $65.4 million or 10.6% , and an wofable foreign currency translation decreasingsshly $11.9 million or 1.9% . Excluding
the unfavorable currency translation impact, shf@s businesses not acquired in the current yeae we $8.5 million or 1.3% during the
quarter. We had 63 selling days in both quartededmMarch 31, 2015 and March 31, 2014 .

Sales from our Service Center Based Distributigyment, which operates primarily in MRO marketsréased $64.4 million or 13.1% .
Acquisitions within this segment increased sale$@.4 million or 13.3% and an unfavorable foreign currency translatiecrdased sales
$10.3 million or 2.1%. Excluding the unfavorabledign currency translation, growth in sales reldatedusinesses not acquired in the current
year increased $9.3 million or 1.9'

Sales from our Fluid Power Businesses segmenthadperates primarily in OEM markets, decreased #libn or 1.9% during the quarter
from the same period in the prior year, primarityiauted to a weakness in sales in our westerra@ariuid power operations and
unfavorable foreign currency translation which éesed sales by $1.5 million or 1.2%.

Sales in our U.S. operations were up $42.9 mikinB8.2% , with acquisitions adding $41.1 million8% . Sales from our Canadian
operations increased $15.0 million or 23.2% , witluisitions adding $19.3 million or 29.7% . Unfeaddle foreign currency translation
decreased Canadian sales by $7.4 million or 11.@%nsolidated sales from our other country openatiavhich include Mexico, Australia
and New Zealand, were $4.1 million or 12.3% abdneeprior year, with acquisitions adding $5.0 millior 14.8% . Unfavorable foreign
currency translation decreased other country $sl€4.5 million or 13.3% .

During the quarter ended March 31, 2015 , indusgtrieducts and fluid power products accounted ®18% and 26.7%, respectively, of sales
as compared to 70.4% and 29.6%, respectivelyhfosame period in the prior year.

Our gross profit margin for the quarter of 27.6%swsanilar to the prior year quarter of 27.7% .

Selling, distribution and administrative expensB&®\) consists of associate compensation, benefits@her expenses associated with
selling, purchasing, warehousing, supply chain rgameent and providing marketing and distributiorthef Company's products, as well as
costs associated with a variety of administratiwections such as human resources, information tdow, treasury, accounting, legal, and
facility related expenses. SD&A was 21.1% of sabethe quarter ended March 31, 2015 compared t2?21n the prior year quarter,
decreasing slightly. On an absolute basis, SD&Aeaased $12.5 million or 9.6% compared to the prear quarter, primarily the result of
additional SD&A from businesses acquired in theeniryear which added $17.7 million of SD&A expessacluding $3.5 million
associated with intangibles amortization. Changdsrieign currency exchange rates had the effedeofeasing SD&A during the quarter
ended March 31, 2015 by $2.8 million or 2.1% corepép the prior year quarter. Excluding the favégalurrency translation impact, SD&A
incurred by businesses not acquired in the cusreait declined $2.4 million or 1.8% during the gaagnded March 31, 2015 compared to
prior year quarter as a result of continuous edfartminimize such expenses.
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Operating income increased $3.6 million or 9.0%d as a percent of sales was 6.4% , down sligtaiy 6.5% in the prior year quarter.

Operating income as a percentage of sales forehgc® Center Based Distribution segment increas&d1%in the current year quarter frc
5.8% in the prior year quarter. This increase isgrily attributable to an increase in gross prafita percentage of sales, as a result of our
recent acquisitions which operate at higher grosftpmargins.

Operating income as a percentage of sales forlthé Fower Business segment decreased to 9.6% iaufrent year quarter from 10.7% in
the prior year quarter. This decrease is primatlsibutable to a decline in sales (principallyuléiag from the unfavorable impact of foreign
currency translation) and gross profit levels withur Canadian fluid power operations, without mntensurate decline in the business
segment's SD&A expenses.

Interest expense increased to $2.1 million in tmeent year quarter, entirely due to acquisitidatesl borrowing.

Other income was $0.9 million in the quarter, whittluded net favorable foreign currency transacgains of $0.5 million along with
unrealized gains on investments held by goatified deferred compensation trusts of $0.2iarill During the prior year quarter, other incc
was $0.4 million, which included unrealized gaimsimvestments held by non-qualified deferred corspéion trusts of $0.1, $0.2 million in
income from the elimination of the one-month Mexicaporting lag, and $0.1 million of income fronhet items.

The effective income tax rate was 32.7% for therguanded March 31, 2015 compared to 25.1% fogtleeter ended March 31, 2014 . The
low tax rate in the prior year is due to the reakds $2.8 million of deferred tax liabilities redal to undistributed earnings in Canada during
the quarter ended March 31, 2014, which decredsedffective tax rate by approximately 6.9%, arergéversal during that same period of
$1.1 million of tax reserves due to the expiratdrcertain statutes of limitations for U.S. tax @sidwhich decreased the effective tax rate by
2.7%. Exclusive of these two items, our effectiae tate for the quarter ended March 31, 2014 whaltk been 34.7%. The difference in the
effective tax rates between the current and prair periods was further impacted by a decreaserirdeductible expenses during the current
year quarter of $0.4 million, or .9%, as well asestmiscellaneous favorable tax items. We expeceffactive tax rate for the fourth quar

of fiscal 2015 to be in the 33.8% to 34.3% range.

As a result of the factors discussed above, neiniecdecreased $1.8 million or 5.9% compared tetloe year quarter. Net income wé8.7(
per share for the quarter ended March 31, 201mpeoed to $0.72 in the prior year quarter, a desered 2.8% The decline in net income
share is net of the favorable impact resulting flomer weighted average common shares outstandimgresult of our share repurchase
program.

Nine months Ended March 31, 2015 and 2014

The following table is included to aid in reviewApplied's condensed statements of consolidatezhiec

Nine Months Ended March 3
As a Percent of Net Sales

2015 2014 Change in $'s Versus Prior Period - % Increase
Net Sales 100.(% 100.(% 14.9%
Gross Profit 27.% 27.% 14.6%
Selling, Distribution & Administrative 21.2% 21.2% 14.7%
Operating Income 6.€% 6.€% 14.4%
Net Income 4.2% 4.€% 5.2%

During the nine months ended March 31, 2015 , sateeased $268.8 million or 14.9% compared tostmae period in the prior year, with
acquisitions accounting for $237.6 million or 13.2%nfavorable foreign currency translation deceebsales
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by $24.2 million or 1.3% . Excluding the unfavomalglurrency translation impact, sales from busireesséacquired in the current year were
up $55.4 million or 3.0% during the period. We H#9 selling days in both periods ended March 3152hd March 31, 2014 .

Sales from our Service Center Based Distributigmsnt, which operates primarily in MRO marketsraased $251.0 million or 17.3%
during the nine months ended March 31, 2015 froerstime period in the prior year. Acquisitions wittliis segment increased sales by
$237.6 million or 16.4% . An unfavorable foreigmmncy translation decreased sales by $20.9 mitioh.4%. Excluding the unfavorable
currency translation impact, growth in sales relatebusinesses not acquired in the current yeaeased $34.3 million or 2.3%,

Sales from our Fluid Power Businesses segmenthadperates primarily in OEM markets, increased $iillion or 5.0% during the nine
months ended March 31, 2015 from the same perititkiprior year, primarily attributed to strongesagrowth at several of our Fluid Power
Businesses, net of the impact of unfavorable fereigrrency translation which decreased sales 8/ ®dlion or 0.9%.

During the nine months ended March 31, 2015, salesr U.S. operations were up $173.7 million o624 , with acquisitions adding $141.7
million or 9.4% . Sales from our Canadian operatiotreased $80.2 million or 39.6% , with acquisii adding $82.7 million or 40.9% .
Unfavorable foreign currency translation decreaSadadian sales by $17.4 million or 8.6% . Constdidaales from our other country
operations, which include Mexico, Australia and Néealand, were $14.9 million or 14.5% above themyear, with acquisitions adding
$13.2 million or 12.9% . Unfavorable foreign curcgriranslation decreased other country sales b/ i®@lion or 6.6% .

During the nine months ended March 31, 2015 , iédproducts and fluid power products accounwda3.4% and 26.6%, respectively, of
sales as compared to 70.3% and 29.7%, respectfeelthe same period in the prior year.

Our gross profit margin for both nine month periadss 27.9% , remaining stable.

Selling, distribution and administrative expensB&®\) consists of associate compensation, benefits@her expenses associated with
selling, purchasing, warehousing, supply chain rganmeent and providing marketing and distributiorthef Company's products, as well as
costs associated with a variety of administratiwections such as human resources, information tdobw, treasury, accounting, legal, and
facility related expenses. SD&A was 21.3% of sédeshe nine months ended March 31, 2015 as wath@gomparable period in the prior
year, remaining stable. On an absolute basis, Slincreased $56.4 million or 14.7% compared to therpyear period, almost entirely the
result of additional SD&A from businesses acquirethe current year which added $57.8 million of&8Dexpenses, including $11.0 million
associated with intangibles amortization.

Operating income increased $17.2 million or 14.48d as a percent of sales remained stable at.6.6%

Operating income as a percentage of sales forehgacg Center Based Distribution segment increas&d?2% in the current year period from
5.7% in the prior year period. This increase isnarily attributable to an increase in gross pradita percentage of sales, as a result of our
recent acquisitions which operate at higher grosftpnargins, representing an increase of 0.1%n@with a decrease in SD&A as a
percentage of sales, of 0.4%.

Operating income as a percentage of sales forlthé Fower Business segment increased to 9.9%eicthrent year period from 9.4% in the
prior year period. This increase is primarily &tiiable to the leveraging of organic sales growtbur foreign Fluid Power Businesses,
without a commensurate increase in SD&A expenses.

Interest expense has increased to $5.7 millioheérctirrent year, entirely due to acquisition reldierrowing.

Other income was $0.3 million in the period whiokluded $0.4 million of unrealized gains on invesins held by non-qualified deferred
compensation trusts, partially offset by $0.1 moilliof unfavorable foreign currency transaction éss®uring the prior year period, other
income was $1.7 million which included unrealizexdng on investments held by non-qualified defemeahpensation trusts of $1.4 million
and $1.3 million of income from the eliminationtbe one-month reporting lags associated with ba@thada and Mexico, net of unfavorable
foreign currency transaction losses of $1.0 million
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The effective income tax rate was 33.4% for themronths ended March 31, 2015 compared to 31.5%héaqprior year period ended
March 31, 2014 . The increase in the effectivertde is due to the reversal of $2.8 million of dedd tax liabilities related to undistributed
earnings in Canada during the period ended Mar¢cR@14, which decreased the effective tax rategpyaimately 2.3%, and the reversal
during that same period of $1.1 million of tax m®s due to the expiration of certain statutesnoitétions for U.S. tax audits, which
decreased the effective tax rate by 0.9%. Exclusivbese two items our effective tax rate for tiree month period ended March 31, 2014
would have been 34.7%. The difference in the difedbx rates between the current and prior yedoge was further impacted by an
increase in tax benefits in Canada and other foreggintries (reducing the effective tax rate 0.586)well as a decrease in non-deductible
expenses and other miscellaneous favorable iteraseXfect our full year tax rate for fiscal year 284 be in the 33.5% to 34.0% range.

As a result of the factors addressed above, nethiedncreased $4.3 million or 5.2% compared toptfier year period. Net income per share
was $2.11 per share for the nine months ended MalrcR015 , compared to $1.96 in the prior yeaiopean increase of 7.7% . Net income
per share was favorably impacted due to lower weifjaverage common shares outstanding as a résuit share repurchase program.

Liguidity and Capital Resources

Our primary source of capital is cash flow from @t®ns, supplemented as necessary by bank bomgswinother sources of debt. At

March 31, 2015 , we had $389.7 million in outstagdborrowings. At March 31, 2014 , we had $30.0iamlin outstanding borrowings. The
additional borrowings were primarily used to furtdjaisitions since March 31, 2014 . Management esplat our existing cash, cash
equivalents, funds available under the revolviregitrfacility, cash provided from operations, ahd tise of operating leases will be sufficient
to finance normal working capital needs, paymerdigidends, acquisitions, investments in propertiasilities and equipment, and the
purchase of additional Company common stock. Mamage also believes that additional long-term delot line of credit financing could be
obtained based on the Company's credit standindji@auacial strength.

The Company holds, from time to time, relativelgrsficant cash and cash equivalent balances ijutésdictions outside of the United Stal
The following table shows the Company's total aaslef March 31, 2015 by tax jurisdiction.

Country Amount
United States $ 19,92:
Canada 27,867
Other countries 7,371

Total $ 55,16¢

To the extent cash in foreign countries is disteiluto the U.S., it could become subject to U.8oine taxes. Foreign tax credits may be
available to offset all or a portion of such taxésMarch 31, 2015, all foreign earnings are cdased permanently reinvested.

The Company's working capital at March 31, 2015 $&k7.0 million , compared to $545.2 million at .80, 2014 . The current ratio was
3.3to 1 at March 31, 2015 and 2.9 to 1 at Jun@30D4 .

Net Cash Flows
The following table is included to aid in reviewApplied's condensed statements of consolidated ftass; all amounts are in thousands.

Nine Months Ended March 31,

Net Cash Provided by (Used in): 2015 2014

Operating Activities $ 39,31: $ 44,32¢
Investing Activities (177,03) (23,149
Financing Activities 127,69 (23,157
Exchange Rate Effect (5,99¢) (2,109
Decrease in Cash and Cash Equivalents $ (16,029  § (4,079
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Net cash provided by operating activities \$39.3 million for the nine months ended March 3112 as compared to $44.3 million provided
by operating activities in the prior period. Thedmse in cash provided by operating activitieénduthe nine months ended March 31, 2015
resulted from the use of cash balances to redwmuats payable and certain accrued liability amau@werall, cash from operating activities
is expected to improve throughout the remainddisofl 2015.

Net cash used in investing activities during nine months ended March 31, 2015 increased to @Ifiillion during the current period versus
$23.1 million in the prior period. The increasecash used for investing activities is due to sewzquisitions in the current period, which
used $166.5 million, while only $17.0 million wasad for acquisitions in the prior year period.

Net cash provided by financing activities increase$127.7 million for the nine months ended March&115 versus $23.2 million used in
financing activities in the prior period. Severatfors contributed to the increase in cash proviefinancing activities, the most significant

of which are $221.2 million in borrowings, primarilised to fund acquisitions, partially offset bgltaised for the purchase of treasury shares
in the amount of $59.2 million and dividends paidhe amount of $31.8 million. In the prior yearipd, several financing activities occurr

the most significant of which was $30.0 millionazfsh provided by borrowings under the revolvinglitracility partially offset by $24.0

million of cash used for the purchase of treashigres.

ERP Project

In fiscal 2011, Applied commenced its ERP (SAP)grbto transform the Company's technology plat®and enhance its business
information and technology systems for future giawve have deployed our solution in our Westernadam operating locations and our
U.S. operating locations selected for transfornmatio fiscal 2014, the Company initiated the transfation of its financial and accounting
systems, including the receivables, payables, drgaswventory, fixed assets, general ledger amsolidation systems. All of these underly
financial and accounting systems, except for thresolidation process/system, have been transitiom&\P during fiscal 2015. The Comp:
will continue to evaluate and determine a deployinsehedule for the remaining Eastern Canadian tipgribcations. The Company expects
to convert to a new consolidation process and sysiethe beginning of fiscal 2016.

Share Repurchases

The Board of Directors has authorized the repuelofishares of the Company's common stock. Theshases may be made in open me
and negotiated transactions, from time to timegdég upon market conditions. We acquired 870s#0es of treasury stock on the open
market in the three months ended March 31, 201%3@t3 million. During the nine months ended MaBdh 2015 we acquired 1,334,100
shares of treasury stock for $59.2 million. At Mag41, 2015 , we had authorization to repurchaszdaitional 512,300 shares. During the
nine months ended March 31, 2014 , we acquiredd@@5hares of treasury stock on the open marké&2Zé:0 million.

Borrowing Arrangements

The Company has a revolving credit facility witgraup of banks expiring in May 2017. This agreenpeotides for unsecured borrowings
up to $150.0 million . Fees on this facility rarfgem 0.09% to 0.175% per year based upon the Coy'géaverage ratio at each quarter end.
Borrowings under this agreement carry variableregerates tied to either LIBOR, prime, or the Bamost of funds at the Company’s
discretion. This agreement also enables the Comtmargfinance this debt on a long-term basis. Até¥a&31, 2015 and June 30, 2014 , the
Company had $120.0 million and $69.0 million outstiag under this credit facility, respectively. Wad lines under this facility, net of
outstanding letters of credit of $6.8 million argl Bmillion to secure certain insurance obligatjdotaled $23.0 million and $72.3 million at
March 31, 2015 and June 30, 2014 , respectively aae available to fund future acquisitions or ottepital and operating requirements. The
weighted average interest rate on the revolvingitfacility outstanding as of March 31, 2015 waB6Po and June 30, 2014 was 0.85% .

The Company entered into a $100.0 million unsecfivedyear term loan with a group of banks in A@@@14, with a final maturity date in

April 2019. Borrowings under this agreement carsagable interest rate tied to LIBOR, which at ltai31, 2015 was 1.19% and at June 30,
2014 was 1.06% . The term loan had $97.5 millioth $99.4 million outstanding at March 31, 2015 ande)30, 2014 , respectively.
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In April 2014, the Company assumed $2.4 milliordebt as a part of the headquarters facility actoisiThe 1.5% fixed interest rate note is
held by the State of Ohio Development Services Agematuring in May 2024. At March 31, 2015 ande)@0, 2014 , $2.2 million and $2.3
million was outstanding, respectively.

At March 31, 2015, the Company had borrowingstanting under its unsecured shelf facility agreemeétih Prudential Investment
Management of $170.0 million . The "Series C" ndtage a principal amount of $120.0 million and garfixed interest rate of 3.19% ; the
principal is due in equal payments in July 202@28nd 2022. The "Series D" notes have a prinegpedunt of $50.0 million and carry a
fixed interest rate of 3.21% ; the principal is duequal payments in October 2019 and 2023. Adath 31, 2015, $50.0 million in
additional financing was available under this fiagil

Accounts Receivable Analysis
The following table is included to aid in analysifsaccounts receivable and the associated provisiolosses on accounts receivable:

March 31, June 30,
2015 2014
Accounts receivable, gross $ 404,85¢ $ 386,11
Allowance for doubtful accounts 10,44¢ 10,38¢
Accounts receivable, net $ 394,40¢ $ 375,73.
Allowance for doubtful accounts, % of gross recblea 2.€% 2.1%

Nine Months Ended March 31,

2015 2014
Provision for losses on accounts receivable $ 1,391 $ 1,33
Provision as a % of net sales 0.0 0.07%

Accounts receivable are reported at net realizablige and consist of trade receivables from custsnManagement monitors accounts
receivable by reviewing Days Sales Outstanding (P&t the aging of receivables for each of the Caomjs locations.

On a consolidated basis, DSO was 52.2 at MarcB@I5 versus 51.4 at June 30, 2014 . Accounts raloksiincreased 5.0% this year,
compared to a 14.9% increase in sales in the norglm ended March 31, 2015 ; the increase in a¢seaneivable can be attributed to
acquisitions which included $30.4 million of acctaireceivable or an increase of approximately 8 E¥6luding acquisitions, the net
decrease in accounts receivable is primarily duesnfavorable changes in foreign exchange rates. thatall U.S. Service Center Based
Distribution Businesses are fully operational onPSve expect DSO and past due balances to decline.

Approximately 4.1% of our accounts receivable bed¢snare more than 90 days past due at March 35, , 20tlecrease from 4.9% at
December 31, 2014 and 5.7% at June 30, 2014 . @weall basis, our provision for losses from utexikd receivables represents 0.07% of
our sales in the nine months ended March 31, 2@istorically, this percentage is around 0.13%. Btgment believes the overall
receivables aging and provision for losses on dect&d receivables are at reasonable levels.

Inventory Analysis

Inventories are valued at the lower of cost or ragrising the last-in, first-out (LIFO) method fdrS. inventories and the average cost
method for foreign inventories. Management usesaentory turnover ratio to monitor and evaluateeintory. Management calculates this
ratio on an annual as well as a quarterly basi b@fieves that using average costs to determmntientory turnover ratio instead of LIFO
costs provides a more useful analysis. The armealnventory turnover based on average costhiéoperiod ended March 31, 2015 and
June 30, 2014#as 3.7 and 3.8, respectively. We believe ourntmg turnover ratio at the end of the year willdimilar or slightly better the
the ratio at March 31, 2015.
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Cautionary Statement Under Private Securities aitom Reform Act

Management’s Discussion and Analysis, containgistants that are forward-looking based on managésnamntrent expectations about the
future. Forward-looking statements are often ideatiby qualifiers, such as “guidance”, “expectielieve”, “plan”, “intend”, “will”,
“should”, “could”, “would”, “anticipate”, “estimatg “forecast”, “may”, "optimistic" and derivativersimilar words or expressions. Similarly,
descriptions of objectives, strategies, plans,cagare also forward-looking statements. Thegersents may discuss, among other things,
expected growth, future sales, future cash flowsiré capital expenditures, future performance,thadanticipation and expectations of the
Company and its management as to future occurrarmzkfrends. The Company intends that the forwaoltihg statements be subject to the
safe harbors established in the Private Secutitiggation Reform Act of 1995 and by the Securitaesd Exchange Commission in its rules,

regulations and releases.

Readers are cautioned not to place undue reliamesy forward-looking statements. All forward-loogistatements are based on current
expectations regarding important risk factors, maimwhich are outside the Company’s control. Acaogty, actual results may differ
materially from those expressed in the forward-logkstatements, and the making of those statensbiotdd not be regarded as a
representation by the Company or any other pefsatrtte results expressed in the statements wdcheved. In addition, the Company
assumes no obligation publicly to update or rewisg forward-looking statements, whether becausewfinformation or events, or
otherwise, except as may be required by law.

Important risk factors include, but are not limited the following: risks relating to the operatidevels of our customers and the economic
factors that affect them; changes in the pricepfoducts and services relative to the cost ofiging them; reduction in supplier inventory
purchase incentives; loss of key supplier authtideg, lack of product availability, or changessimpplier distribution programs; the cost of
products and energy and other operating costsgelsan customer preferences for products and sdtthe nature and brands sold by us;
changes in customer procurement policies and pesstcompetitive pressures; our reliance on inftionasystems; our ability to implement
our ERP system in a timely, cosffective, and competent manner, limiting disruptio our business, and to capture its planned kismetfile
maintaining an adequate internal control environimige impact of economic conditions on the coliddity of trade receivables; reduced
demand for our products in targeted markets duedgsons including consolidation in customer indestrour ability to retain and attract
qualified sales and customer service personneb#ret skilled managers and professionals; ourtghdiidentify and complete acquisitions,
integrate them effectively, and realize their aptted benefits; the variability, timing and natofenew business opportunities including
acquisitions, alliances, customer relationshipd, upplier authorizations; the incurrence of detst eontingent liabilities in connection with
acquisitions; our ability to access capital marletfieeded on reasonable terms; disruption of tipesaat our headquarters or distribution
centers; risks and uncertainties associated witliazaign operations, including volatile economanditions, political instability, cultural and
legal differences, and currency exchange fluctmatithe potential for goodwill and intangible agsgpairment; changes in accounting
policies and practices; organizational changesiwite Company; the volatility of our stock pricedathe resulting impact on our
consolidated financial statements; risks relatdégal proceedings to which we are a party; advergelation and legislation, both enacted
and under consideration, including with respedetteral tax policy (e.g., affecting the use of thieO inventory accounting method and the
taxation of foreign-sourced income); and the oaure of extraordinary events (including prolongsabl disputes, power
outages,telecommunication outages, terrorist aaerthquakes, extreme weather events, other nalisesters, fires, floods, and accidents).
Other factors and unanticipated events could adseraely affect our business, financial conditiomesults of operations.

We discuss certain of these matters more fullyuphout our "Management's Discussion and Analysisiell as other of our filings with the
Securities and Exchange Commission, including aunu&l Report on Form 10-K for the year ended JuheG14 .
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For quantitative and qualitative disclosures aboatket risk, see Iltem 7A "Quantitative and QualiaDisclosures About Market Risk" in
our Annual Report on Form 10-K for the year endenkJ30, 2014 .
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Evaluation of Disclosure Controls and Procedures

The Company's management, under the supervisiowghdhe participation of the Chief Executive @#r (CEO) and Chief Financial
Officer (CFO), evaluated the effectiveness of tleenPany's disclosure controls and procedures, asetdkin Exchange Act Rule 13&%(e), a
of the end of the period covered by this reporségbon that evaluation, the CEO and CFO have cdedlthat the Company's disclosure
controls and procedures are effective.

Changes in Internal Control Over Financial Repgrtin

The Company has undertaken a multi-year ERP (SAd#¢qt to transform the Company's technology plat®and enhance its business
information and transaction systems. The Compasychapleted its SAP implementation in its Westeam&zlian operating locations and
U.S. operating locations selected for transfornmatio fiscal 2014, the Company initiated the transfation of its financial and accounting
systems, including the receivables, payables, drgasventory, fixed assets, general ledger amotidation systems. All of these underly
financial and accounting systems, except for thesolidation process/system, have been transititm&AP during Fiscal 2015. The
Company will continue to evaluate and determinelayment schedule for the remaining Eastern Camnaalperating locations. The
Company expects to convert to a new consolidatioogss and system at the beginning of fiscal 2Gh@nges in the Company's key busii
applications and financial processes as a restifteofontinuing implementation of SAP and otherihess systems are being evaluated by
management. The Company is designing processestandal controls to address changes in the Compamgrnal control over financial
reporting as a result of the SAP implementatioris Bimgoing SAP implementation presents risks tata&iing adequate internal controls
over financial reporting.

Other than as described above, there have notdveechanges in internal control over financial mipg during the nine months ended
March 31, 2015 that have materially affected, err@asonably likely to materially affect, the Comya internal control over financial
reporting.
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ITEM 1.

OTHER INFORMATION

Legal Proceedin

The Company is a party to pending legal proceediitisrespect to various product liability, commiatcand other matters.
Although it is not possible to predict the outcoofiehese proceedings or the range of reasonabbilgedoss, the Company believ
based on circumstances currently known, that Kediiood is remote that the ultimate resolutiorany of these proceedings will
have, either individually or in the aggregate, darial adverse effect on the Company's consolidfiteahcial position, results of
operations, or cash flows.

ITEM 2.

Unregistered Sales of Equity Securities and Uderofeed

Repurchases of common stock in the quarter endednVEL, 2015 were as follows:

(1)

(@)

Period

(a) Total Number of
Shares (1)

(b) Average Price Paid
per Share ($)

(c) Total Number of
Shares Purchased as
Part of Publicly
Announced Plans or
Programs

(d) Maximum Number
of Shares that May Ye
Be Purchased Under t
Plans or Programs (2)

ne

January 1, 2015 to

January 31, 2015 95,296 41.84 92,50(¢ 1,290,00(
February 1, 2015 to

February 28, 2015 402,20( 42.52 402,20( 887,80(
March 1, 2015 to Marc]

31, 2015 375,50( 43.54 375,50( 512,30(
Total 872,99¢ 42.89 870,20( 512,30(

During the quarter the Company also purch&séé6 shares in connection with the Deferred Corsgon Plan. These
purchases are not counted in the authorizatiomfe (2).

On October 27, 2014, the Board of Directortharized the repurchase of up to 1.5 million shafehe Company's common
stock. We publicly announced the authorization @toBer 29, 2014. Purchases can be made in therogeket or in privately
negotiated transactions. The authorization is fectfuntil all shares are purchased, or the Boewdkes or amends the

authorization.
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ITEM 6.

Exhibit No.
3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6

10.1

15

31

32

101.INS

101.SCH

101.CAL

101.DEF

101.LAB

101.PRE

Exhibits

Description

Amended and Restated Articles of Incorporation ppied Industrial Technologies, Inc., as amende@®otober 25, 2005
(filed as Exhibit 3(a) to the Company’s Form 104D the quarter ended December 31, 2005, SEC Filel’¢@99, and
incorporated here by reference).

Code of Regulations of Applied Industrial Technaésg Inc., as amended on October 19, 1999 (fildaxdwbit 3(b) to the
Company’s Form 10-Q for the quarter ended Septe@®et999, SEC File No. 1-2299, and incorporatee bg reference).

Certificate of Merger of Bearings, Inc. (Ohio) (nmamed Applied Industrial Technologies, Inc.) arghBngs, Inc.
(Delaware) filed with the Ohio Secretary of StateCctober 18, 1988, including an Agreement and BfdReorganization
dated September 6, 1988 (filed as Exhibit 4(ahtoGompany’s Registration Statement on Form Sed fillay 23, 1997,
Registration No. 333-27801, and incorporated hgreeference).

Private Shelf Agreement dated as of November 296,18s amended through October 30, 2014, betwephetigdndustrial
Technologies, Inc. and Prudential Investment Maneag#, Inc. (assignee of The Prudential Insuranam2my of America),
conformed to show all amendments.

Request for Purchase dated May 30, 2014 and 3.E91#sSC Notes dated July 1, 2014, under Privatéf 8lgeeement dated
November 27, 1996, as amended, between AppliedstridlTechnologies, Inc. and Prudential Investmdahagement, Inc.
(filed as Exhibit 10.1 to Applied's Form 8-K datdaly 1, 2014, SEC File No. 1-2299, and incorpordtet by reference).

Request for Purchase dated October 22, 2014 an@63S&ries D Notes dated October 30, 2014, undeaterShelf
Agreement dated November 27, 1996, as amendedeéetdpplied Industrial Technologies, Inc. and Pniidé¢ Investment
Management, Inc. (filed as Exhibit 4.5 to ApplieBtsm 10-Q dated November 4, 2014, SEC File No2992and
incorporated here by reference).

Credit Agreement dated as of May 15, 2012, amongjiég Industrial Technologies, Inc., KeyBank NatbAssociation as
Agent, and various financial institutions (filed Eshibit 4 to the Company's Form 8-K dated May @12, SEC File No. 1-
2299, and incorporated here by reference).

Credit Agreement dated as of April 25, 2014, amApglied Industrial Technologies, Inc., KeyBank Naial Association, as
Agent, and various financial institutions (filed Bshibit 10.1 to Applied's Form 8-K dated May 1,120 SEC File No. 1-
2299, and incorporated here by reference).

Separation Agreement between Applied Industriahfietogies, Inc. and Carl E Will.
Independent Registered Public Accounting Firm’s Pem&ss Letter.

Rule 13a-14(a)/15d-14(a) certifications.

Section 1350 certifications.

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docutne

XBRL Taxonomy Extension Definition Linkbase Docurhen

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Doenim



The Company will furnish a copy of any exhibit déised above and not contained herein upon paynfemspecified reasonable fee which
shall be limited to the Company’s reasonable exgeisfurnishing the exhibit.

Certain instruments with respect to long-term debte not been filed as exhibits because the taialiat of securities authorized under any

one of the instruments does not exceed 10 perdehé dotal assets of the Company and its subsédiam a consolidated basis. The Comg
agrees to furnish to the Securities and Exchanger@ission, upon request, a copy of each such ingntum

29




Table of Contents
SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the Company has duly causeddépisrt to be signed on its behalf by the
undersigned hereunto duly authorized.

APPLIED INDUSTRIAL TECHNOLOGIES, INC.
(Company)

Date: May 4, 2015 By: _ /s/ Neil A.Schrimsher
Neil A. Schrimsher
President & Chief Executive Officer

Date: May 4, 2015 By: _/s/ Mark O. Eisele
Mark O. Eisele
Vice President-Chief Financial Officer & Treasurer

30



EXHIBIT 4.2

[CONFORMED COPY, including
Amendments dated January 30, 1998,
October 24, 2000, November 14, 2003,
February 25, 2004, March 30, 2007,
February 16, 2010, February 4, 2013,
and October 30, 2014]

BEARINGS, INC.
3600 Euclid Avenue
Cleveland, Ohio 44115-2515

As of November 27, 19¢

Prudential Investment Management, Inc.
(herein called “PRUDENTIAL”)

Each Prudential Affiliate which becomes
bound by this Agreement as hereinafter
provided (together with Prudential, the
“PURCHASERS”)

c/o Prudential Capital Group

Two Prudential Plaza

Suite 5600

Chicago, lllinois 60601

Gentlemen:

The undersigned, BEARINGS, INC., an Ohio corporat{berein called the “COMPANY”)hereb
agrees with you as set forth below. Reference denta paragraph 10 hereof for definitions of cdjzéa terms use
herein and not otherwise defined herein.

1. AUTHORIZATION OF ISSUE OF PRIVATE SHELF NOTESh& Company will authorize t
issue of its senior promissory notes (herein caled'PRIVATE SHELF NOTES”)n the aggregate principal amo
of $270,000,000, to be dated the date of issuetiieto mature, in the case of each Private ShetéNo issued, |
more than fifteen (15) years after the issuanceetifeto have an average life, in the case of &bmtle so issued, of |
more than twelve (12) years after the date of nabissuance thereof, to bear interest on the dnipalance there
from the date thereof at the rate per annum (arttht@ such other particular terms consistent wighterms of thi
Agreement) as shall be set forth in the Confirmratbd Acceptance with respect to such Private SNele delivere
pursuant to paragraph 2E, and to be substantralliga form of EXHIBIT A attached hereto. The terfsivate She
Note” and “Private Shelf Notesas used herein shall include each Private Shelt Nieivered pursuant to &
provision of this Agreement and each Private SNeife delivered in substitution or exchange for angh Privat
Shelf Note pursuant to any such provision. The $£fiROTE” or “NOTES” as used herein shall include each Pri
Shelf Note (whether designated a Series A NoteieSd8 Note or Series C Note, etc.) delivered pursda an
provision of this Agreement and each Note




delivered in substitution or exchange for any shiote pursuant to any such provision. Notes whicleh(@ the sam
final maturity, (ii) the same principal prepaymeates, (iii) the same principal prepayment amo(agsa percentage
the original principal amount of each Note), (iketsame interest rate, (v) the same interest paypesiods, and (v
which are otherwise designated a “Serié®reunder or in the Confirmation of Acceptance Wweetor not th
foregoing conditions are satisfied, are hereinechdl “SERIES” of Notes.

2. PURCHASE AND SALE OF NOTES.

2A. FACILITY. Subject to the terms and condition§ this Agreement and in reliance upon
representations and warranties set forth hereugdtial is willing to consider, in its sole distoa and within limit:
which may be authorized for purchase by Prudeatidl Prudential Affiliates from time to time, therplase of Priva
Shelf Notes pursuant to this Agreement. The witiegs of Prudential to consider such purchase vateriShelf Note
is herein called the “FACILITY” At any time, $50,000,000, minus the aggregate aiamount of Private Sh
Notes purchased and sold pursuant to this Agreememt to such time, minus the aggregate princgralount o
“ACCEPTED NOTES” &s hereinafter defined) which have not yet beechased and sold hereunder prior to :
time, is herein called the “AVAILABLE FACILITY AMOWT” at such time.[NOTE: PURSUANT TO THE
AMENDMENT DATED OCTOBER 30, 2014, THE PARTIES EXPRESSLY ACKNOWLEDGED AND
AGREED THAT THE AVAILABLE FACILITY AMOUNT AS OF SUC H DATE WAS $50,000,000
NOTWITHSTANDING THE WILLINGNESS OF PRUDENTIAL TO CQASIDER PURCHASES OF PRIVAT
SHELF NOTES, THIS AGREEMENT IS ENTERED INTO ON THEXPRESS UNDERSTANDING THA
NEITHER PRUDENTIAL NOR ANY PRUDENTIAL AFFILIATE SHAL BE OBLIGATED TO MAKE OR
ACCEPT OFFERS TO PURCHASE PRIVATE SHELF NOTES, O QUOTE RATES, SPREADS OR OTHI
TERMS WITH RESPECT TO SPECIFIC PURCHASES OF PRIVABHELF NOTES, AND THE FACILIT®
SHALL IN NO WAY BE CONSTRUED AS A COMMITMENT BY PRIDENTIAL OR ANY PRUDENTIAL
AFFILIATE.

2B. ISSUANCE PERIOD. Private Shelf Notes may beessand sold pursuant to this Agreement
the earlier of (i) October 30, 2017 and (ii) thatteth day after Prudential shall have given te tbompany, or tf
Company shall have given to Prudential, a writtetice stating that it elects to terminate the HgcilThe perio
during which Private Shelf Notes may be issuedsoid pursuant to this Agreement is herein called“tESUANCE
PERIOD".

2C. REQUEST FOR PURCHASE. The Company may from timéme during the Issuance Pel
make requests for purchases of Private Shelf N@ash such request being herein calledREQUEST FOI
PURCHASE"). Each Request for Purchase shall be made to Pratiéytitelecopier and confirmed by nationw
overnight delivery service, and shall (i) spectig taggregate principal amount of Private Shelf Blotvered therek
which shall not be less than $5,000,000 and slutlbe greater than the Available Facility Amountla time suc
Request for Purchase is made, (ii) specify thecgral amounts, final maturities, principal prepaymeates ar
amounts and interest payment periods (quarteraynears) of the Private Shelf Notes covered ther@ibyspecify the
use of proceeds of such Private Shelf Notes, ety the proposed day for the closing of the pase and sale
such Private Shelf Notes, which shall be a Busiibegsduring the Issuance Period not more thanytd®) days afte
the making of such Request for Purchase and inexeynt not less than three (3) days after any Aeceet witl
respect to such Request for Purchase under pataEfv) specify the number




of the account and the name and address of thesideqoinstitution to which the purchase pricesoth Private She
Notes are to be transferred on the Private Sheifi@y Day for such purchase and sale, (vi) certifgt the
representations and warranties contained in pgshg8ahereof are true on and as of the date of Rexjfuest fc
Purchase except to the extent of changes caus#telyansactions herein contemplated and that tiests on th
date of such Request for Purchase no Event of Defadefault (and that no Event of Default or Da@tsshall arise ¢
the result of the purchase and sale of such Prishadf Notes), and (vii) be substantially in thenfioof EXHIBIT B
attached hereto. Each Request for Purchase shalvirting and shall be deemed made when recdyedrudential.

2D. RATE QUOTES. As soon as practicable and ineargnt not later than five (5) Business Days
the Company shall have given Prudential a Reqoefdrchase pursuant to paragraph 2C, Prudentigl imia shall b
under no obligation to, provide (by telephone armhptly thereafter confirmed by telecopier, in eaelse no earli
than 9:30 A.M. and no later than 1:30 P.M. New Y@iky local time) interest rate quotes for the sal/@rincipa
amounts, maturities, prepayment schedules andesttgrayment periods of Private Shelf Notes spekiiie sucl
Request for Purchase. Each quote shall represenintbrest rate per annum payable on the outstgnalimcipa
balance of such Private Shelf Notes until suchrizaashall have become due and payable, at whiatkeRtial or
Prudential Affiliate would be willing to purchaseich Private Shelf Notes at 100% of the principabam thereo
Such rate quotes shall be made and determineduaeRiial in accordance with the internal methods arocedure
then used by Prudential to price comparable traigecwith companies similarly situated with simiG@edit risks.

2E. ACCEPTANCE. Within the Acceptance Window, thentpany may, subject to the terms
paragraph 2F, elect to accept such interest raiteguas to not less than $5,000,000 aggregateigmiramount of th
Private Shelf Notes specified in the applicable Wsf for Purchase. Such election shall be madenbfughorize«
Officer of the Company notifying Prudential by teft®ne or telecopier within the Acceptance Window fmot earlie
than 9:30 A.M. or later than 2:00 P.M., New Yorkydocal time) that the Company elects to accephsnterest rai
guotes, specifying the Private Shelf Notes (each $trivate Shelf Note being herein called an “ACTEBP NOTE")
as to which such acceptance (herein called an “ACTZENCE”) relates. The day the Company notifies Prudenti
an Acceptance with respect to any Accepted Notdwigin called the “ACCEPTANCE DAYfor such Accepte
Notes. Any interest rate quotes as to which Prudletibes not receive an Acceptance within the Atamege Windoy
shall expire, and no purchase or sale of Privatdf Slotes hereunder shall be made based on sudteexpterest rai
guotes. Subject to paragraph 2F and the other tanticonditions hereof, the Company agrees tas&ludential ¢
a Prudential Affiliate, and Prudential agrees tocphase, or to cause the purchase by a Prudentidi#sf of, the
Accepted Notes at 100% of the principal amountuchsNotes. As soon as practicable following theejtance Da
the Company, Prudential and each Prudential Aféilihich is to purchase any such Accepted Notelsewdcute
confirmation of such Acceptance substantially ire ttorm of EXHIBIT C attached hereto (herein calle
“CONFIRMATION OF ACCEPTANCE"). If the Company should fail to execute and reture #pplicabl
Confirmation of Acceptance to Prudential within é@r Business Days following receipt of a Confirmatiof
Acceptance with respect to any Accepted Notes, dhtiml may at its election at any time prior torggeipt therec
cancel the closing with respect to such Acceptetkdlby so notifying the Company in writing.




2F. MARKET DISRUPTION. Notwithstanding the provis® of paragraph 2E, if Prudential shall F
provided interest rate quotes pursuant to parag2&phnd thereafter, prior to the time an Acceptanite respect t
such quotes shall have been notified to Prudemiaccordance with paragraph 2E, the domestic mddteU.S
Treasury securities or derivatives shall have dasethere shall occur a general suspension, maateriitation, o
significant disruption of trading in securities geally on the New York Stock Exchange or in the detit market fc
U.S. Treasury securities, then such interest ratdes shall expire, and no purchase or sale ofatriGhelf Note
hereunder shall be made based on such expireéshi@te quotes. If the Company thereafter notRieslential of th
Acceptance of any such interest rate quotes, sude@ance shall be ineffective for all purposeshid Agreemen
and Prudential shall promptly notify the Compangttthe provisions of this paragraph 2F are applécalith respec
to such Acceptance.

2G. PRIVATE SHELF CLOSING. Not later than 11:30 A.lew York City local time) on the Prive
Shelf Closing Day for any Accepted Notes, the Comypaill deliver to each Purchaser listed in the fDomation of
Acceptance relating thereto at the offices of Pntidé Capital Group, Two Prudential Plaza, Suit®®6Chicagc
lllinois 60601, Attention: Law Department, the Rxig Shelf Notes to be purchased by such Purchaslee iform of
single Accepted Note for the Accepted Notes whiatehexactly the same terms (or such greater nuoflidotes it
authorized denominations as such Purchaser magstqiated the Private Shelf Closing Day and regastin suc
Purchaser's name (or in the name of its nomineginat payment of the purchase price thereof bgstea o
immediately available funds for credit to the Comga account specified in the Request for Purclodseich Privat
Shelf Notes. If the Company fails to tender to &aychaser the Accepted Notes to be purchased IyPauchaser ¢
the scheduled Private Shelf Closing Day for suchefsted Notes as provided above in this paragraplo2ény of th
conditions specified in paragraph 3A shall not hbgen fulfilled by the time required on such schedudPrivate She
Closing Day, the Company shall, prior to 1:00 P.Mew York City local time, on such scheduled Prv&nhel
Closing Day notify such Purchaser in writing whetpe such closing is to be rescheduled (such ehgled date to |
a Business Day during the Issuance Period nottfessone Business Day and not more than 30 BusDags afte
such scheduled Private Shelf Closing Day (the “REEBULED CLOSING DAY™)) and certify to such Purcha
that the Company reasonably believes that it vdlbble to comply with the conditions set forth arggraph 3 on su
Rescheduled Closing Day and that the Company vaill fhe Delayed Delivery Fee, if any, in accordamcth
paragraph 2H(2) or (y) such closing is to be cdededs provided in paragraph 2H(3). In the eveat the Compar
shall fail to give such notice referred to in theqeding sentence, such Purchaser may at itsaleeti any time aft
1:00 P.M., New York City local time, on such schieduPrivate Shelf Closing Day, notify the Companiriting tha
such closing is to be cancelled as provided ingragh 2H(3). Notwithstanding anything to the contreontained i
this Agreement, the Company may not elect to reddeea closing with respect to any given Acceptede on mor
than one occasion, unless Prudential shall haverwibe consented in writing which consent shallb®tunreasonak
denied.

2H. FEES.

2H(1). ISSUANCE FEE. On each Private Shelf Cloday, the Company agrees to pay Prudenti
immediately available funds a fee (the “Issuance”fH@ an amount equal to 0.10% of the aggregate pah@mour
of Notes sold on such Private Shelf Closing Daye dsuance Fee for the Series B Notes has beeiopsgvpaid it
full as agreed by the parties.




2H(2). DELAYED DELIVERY FEE. If the closing of thpurchase and sale of any Accepted Nao
delayed for any reason beyond the original Pri&itelf Closing Day for such Accepted Note, the Caomypaill pay tc
Prudential (a) on the Cancellation Date or actlasing date of such purchase and sale and (b)rilegathe nex
Business Day following 90 days after the Acceptdbag for such Accepted Note and on each Businegd@awing
90 days after the prior payment hereunder, a feeeiin called the Delayed Delivery Fe€) calculated as follows:

(BEY - MMY) X DTS/360 X Full Price

where “BEY” means Bond Equivalent Yield, i.e., the bond eqentlield per annum of such Accef
Note;“MMY” means Money Market Yield, i.e., the yield per anmuma commercial paper investment of the hig
quality selected by Prudential on the date Prudkrdceives notice of the delay in the closingsdioch Accepted Not
having a maturity date or dates the same as, sesldo, the Rescheduled Closing Day or Reschediltesing Day
(a new alternative investment being selected byléhtial each time such closing is delayed); “Dh%ans Days
Settlement, i.e., the number of actual days elafsed and including the original Private Shelf Gfas Day witr
respect to such Accepted Note (in the case ofiteesuch payment with respect to such AccepteceNot from an
including the date of the immediately precedingmpeagt (in the case of any subsequent delayed dglieer paymer
with respect to such Accepted Note) to but exclgdine date of such payment; and “FULL PRICHE&ans th
principal amount, i.e., the principal amount of #hecepted Note for which such calculation is bemgde. If th
Delayed Delivery Fee is zero or negative, therd il no Delayed Delivery Fee. Nothing containedeheshal
obligate any Purchaser to purchase any Accepted blotany day other than the Private Shelf Closiag r sucl
Accepted Note, as the same may be rescheduledtifmarto time in compliance with paragraph 2G.

2H(3). CANCELLATION FEE. If the Company at any timetifies Prudential in writing that t
Company is canceling the closing of the purchasksate of any Accepted Note, or if Prudential nesithe Compar
in writing under the circumstances set forth in thst sentence of paragraph 2E or the penultimaitgerce ¢
paragraph 2G that the closing of the purchase aledo$ such Accepted Note is to be canceled, threifclosing of th
purchase and sale of such Accepted Note is nouoomated on or prior to the last day of the Issudexod (the da
of any such notification, or the last day of thesul@nce Period, as the case may be, being herded dde
“CANCELLATION DATE”"), the Company will pay Prudential in immediately dabie funds an amount (t
“CANCELLATION FEE”) calculated as follows:

PI X Full Price

where “Pl”means Price Increase, i.e., the quotient (expressdecimals) obtained by dividing (a)
excess of the ask price (as determined by Prudeafithe Hedge Treasury Note(s) on the Canceliabate over tr
bid price (as determined by Prudential) of the Hedigeasury Note(s) on the Acceptance Day for suntepted Not
by (b) such bid price; and “FULL PRICHias the meaning set forth in paragraph 2H(2), abbive foregoing bid ar
ask prices shall be as reported by Telerate Systeims(or, if such data for any reason ceasestavailable throug
Telerate Systems, Inc., any publicly available sewf similar market data selected by Prudentizdch price shall |
based on a U.S. Treasury security having a paevalu




of $100.00 and shall be rounded to the second @ggface. If the Price Increase is zero or negativere will be n
Cancellation Fee.

2H(4). STRUCTURING FEE. In consideration for thendi, effort and expense involved in
preparation, negotiation and execution of this Agrent and the amendment of the Existing AgreentieatCompan
agrees to pay Prudential on the date of the exacutf this Agreement in immediately available furad$ee (th
“STRUCTURING FEE”) in the amount of $10,000.

3. CONDITIONS OF CLOSING. Prudential's and any aser's obligation to purchase and pa
any Private Shelf Notes, is subject in each cadbdcsatisfaction, on or before the applicable @pDay for suc
Notes, of the conditions set forth in paragraph

3A(1). OPINION OF COMPANY'S COUNSEL. On the Initi®@losing Day, Prudential shall he
received from Robert C. Stinson, Esq., general seluof the Company, a favorable opinion satisfactorPrudentic
and substantially in the form of EXHIBIT D-1 attachhereto.

3A(2). OPINION OF COMPANY'S COUNSEL. On each Prevé8helf Closing Day, each Purch:
shall have received from Robert C. Stinson, Esgnegal counsel of the Company (or other counsedoresbl)
acceptable to the Purchasers), a favorable opisaiisfactory to the Purchasers and substantiallhénform o
EXHIBIT D-2 attached hereto.

3A(3). REPRESENTATIONS AND WARRANTIES; NO DEFAULTThe representations &
warranties contained in paragraph 8 hereof shatiuseon and as of the applicable Closing Day, pixtethe extent (
changes caused by the transactions herein contEdpthere shall exist on the applicable Closiny Da Event ¢
Default or Default; and the Company shall have vdeéd to each Purchaser an Officer's Certificatded th
applicable Closing Day, to both such effects.

3A(4). FEES. On or before the Initial Closing D#ye Company shall have paid in full to Prudentia
Structuring Fee required by paragraph 2H(4). Obedore each Private Shelf Closing Day, the Comrall hav
paid in full to Prudential any Issuance Fee requlvg paragraph 2H(1) and to the Purchasers anyyBelBeliven
Fee or Cancellation Fee required by paragraph 26t(2H(3).

3A(5). PURCHASE PERMITTED BY APPLICABLE LAWS. Theupchase of and payment for
Notes to be purchased on the applicable Privatdf &tesing Day on the terms and conditions hereiovgec
(including the use of the proceeds of such NotethbyCompany) shall not violate any applicable tavgovernment:
regulation (including, without limitation, Sectidn of the Securities Act or Regulation T, U or X tbke Board c
Governors of the Federal Reserve System) and sbiafubject any Purchaser to any material tax (dtten ordinar
income taxes), material penalty, material liabibtyother onerous condition under or pursuant toagplicable law ¢
governmental regulation, and such Purchaser sha# heceived such certificates or other evidencauab Purchas
may have requested no less than 5 days beforecaegused closing to establish compliance with daisdition.

3A(6). LEGAL MATTERS. Counsel for the Purchasersltlive satisfied as to all legal matters ir
material respects relating to such purchase amd sal




3A(7). PROCEEDINGS. All corporate and other procegsl taken or to be taken in connection witk
transactions contemplated hereby and all documeditdent thereto shall be reasonably satisfactorgubstance ai
form to each Purchaser, and each Purchaser shadl regeived all such counterpart originals or @iedior othe
copies of such documents as it may reasonably seque

3A(8). SALE OF NOTES OF SAME SERIES TO OTHER PURCSERS. The Company shall hi
tendered to the other Purchasers (if any) the Nuftdse same Series to be purchased by them atdbmg.

4. PREPAYMENTS. The Notes shall be subject to pyepnt with respect to the required prepaymr
specified in paragraph 4A and under the circum&suspecified in paragraphs 4B and 4E.

4A. REQUIRED PREPAYMENT OF PRIVATE SHELF NOTES. lineach respective Series
Private Shelf Notes shall be paid in full, eaclpessive Series of Private Shelf Notes shall beextitip such require
prepayments, if any, as are specified for sucheSeof Private Shelf Notes in accordance with thavigions o
paragraph 2C hereof. Any prepayment made by thep@agnpursuant to any other provision of this paapgr4 sha
not reduce or otherwise affect its obligation tokeany prepayment as specified in the respectiveesSef Privat
Shelf Notes.

4B. OPTIONAL PREPAYMENT WITH YIELDMAINTENANCE AMOUNT. Subject to th
limitations set forth below, the Notes shall bejsabto prepayment, in whole at any time or fromdito time in pa
(in $100,000 increments and not less than $2,000p@0 occurrence), at the option of the Company,0886 of th
principal amount so prepaid plus interest thereothé prepayment date and the Yi&dintenance Amount, if ar
with respect to each Note so prepaid. Any partrepbpyment of the Notes pursuant to this paragraplsiall be
applied in satisfaction of required payments ofgipal in the inverse order of their scheduled dates.

4C. NOTICE OF OPTIONAL PREPAYMENT. The Company slywe to the holder of each Note ¢
Series irrevocable written notice of any optionadgayment pursuant to paragraph 4B with respestith Series n
less than 30 days prior to the prepayment datejfgpey (i) such prepayment date, (ii) the aggregatincipal amoul
of the Notes of such Series to be prepaid on sath, diii) the principal amount of the Notes of Buwlder to b
prepaid on that date, and (iv) stating that sudioopl prepayment is to be made pursuant to papaghd. Notice ¢
optional prepayment having been given as aforeshal,principal amount of the Notes specified inhsunotice
together with interest thereon to the prepaymete dad together with the Yieldaintenance Amount, if any, wi
respect thereto, shall become due and payableatnpsapayment date.

4D. PARTIAL PAYMENTS PRO RATA. In the case of egolepayment pursuant to paragraphs 4
4B of less than the entire unpaid principal amanirall outstanding Notes of any Series, the amawiie prepaid shi
be applied prorata to all outstanding Notes of sBehies (including, for the purpose of this parpgrdD only, al
Notes of such Series prepaid or otherwise retireduochased or otherwise acquired by the Compargngrof it:
Subsidiaries




or Affiliates other than by prepayment pursuanpéwagraphs 4A or 4B) according to the respectiyeithprincips
amounts thereof.

4E. RETIREMENT OF NOTES. The Company shall not, ahdll not permit any of its Subsidiaries
Affiliates to, prepay or otherwise retire in whode in part prior to their stated final maturity lget than (i) b
prepayment pursuant to paragraphs 4A or 4B oufign acceleration of such final maturity pursuarnparagraph 7A
or purchase or otherwise acquire, directly or iecliiy, Notes held by any holder unless the Companyuct
Subsidiary or Affiliate shall have offered to prgpar otherwise retire or purchase or otherwise megas the ca:
may be, the same proportion of the aggregate paha@mount of Notes held by each other holder aeBlat the tim
outstanding upon the same terms and conditions.Matgs so prepaid or otherwise retired or purchaseatherwis
acquired by the Company or any of its Subsidiavieaffiliates shall not be deemed to be outstandorgany purpos
under this Agreement, except as provided in papmgdD. In the event that (i) the Company at anyetmequests
writing the approval by the holders of the Notesaoimerger, acquisition, recapitalization or reorgaition, the
consummation of which would result in an Event af&ult or Default hereunder, and (ii) the Requiraders sha
have failed to grant such approval within ninet@)(8lays of the date of such written request, thenGompany ma
subject to the terms of the first sentence of ffasagraph 4E and simultaneously with the consunomati sucl
prohibited transaction, prepay the Notes of thecnasenting holders at 100% of the principal am@anprepaid plt
interest thereon to the prepayment date and thiel-¥l@aintenance Amount, if any, with respect to sucheNwithin
one hundred fifty (150) days of the date of thettem request.

5. AFFIRMATIVE COVENANTS.

5A. FINANCIAL STATEMENTS. The Company covenants ttha will deliver to each Significal
Holder in triplicate:

(i) as soon as practicable and in any event wi@tirdays after the end of each quarterly periodef
than the last quarterly period) in each fiscal yeansolidated statements of income, stockhold=sity and cas
flows of the Company and its Subsidiaries for teequl from the beginning of the current fiscal yeathe end of suc
guarterly period, and a consolidated balance sbiettie Company and its Subsidiaries as at the ésdah quarterl
period, setting forth in each case in comparatorenffigures for the corresponding period in thecprBng fiscal yea
all in reasonable detail and certified by an autwsat financial officer of the Company, subject ttanges resultir
from year-end adjustments; provideldowever, that delivery (which may be by delivery of anattenic version or k
providing notice and access to a version that maydbwnloaded from the Compasywebsite) pursuant
clause (iii) below of copies of the Quarterly Repam Form 10Q of the Company for such quarterly period filedh
the Securities and Exchange Commission shall bene@do satisfy the requirements of this clause (i);

(ii) as soon as practicable and in any event will#i days after the end of each fiscal year, caotesiek
statements of income, stockholders' equity, antl dasvs of the Company and its Subsidiaries forhsyear, and
consolidated balance sheet of the Company andilisi@aries as at the end of such year, settirtty fareach case
comparative form corresponding consolidated figuresn the preceding annual audit, all in reasonalgd&il an:
satisfactory in form to the Required Holder(s) arehorted on by independent public accountantseobgnize
national standing selected by the Company whosertreghall be without limitation as to scope of thedit an
satisfactory in substance to the Required Holdepfsyided, however,




that delivery (which may be by delivery of an eteaic version or by providing notice and accesa t@rsion that me
be downloaded from the Compasyvebsite) pursuant to clause (iii) below of compéshe Annual Report on Fol
10K of the Company for such fiscal year filed withetSecurities and Exchange Commission shall be didc
satisfy the requirements of this clause (ii);

(iif) promptly upon transmission thereof, copies af such financial statements, proxy statem
notices and reports as it shall send to its pudtbckholders and copies of all registration stateéméwithout exhibits
and all reports which it files with the Securitiaad Exchange Commission (or any governmental badggenc
succeeding to the functions of the Securities axchBnge Commission), excluding registration statémen Form S-
8; provided, however, that the delivery requirement with respect to angh financial statements, proxy statem:
notices and reports may be satisfied by delivergirotlectronic version or by providing notice acdess to a versi
that may be downloaded from the Company’s website;

(iv) promptly upon receipt thereof, a copy of eamther report submitted to the Company or
Subsidiary by independent accountants in conneetitim any annual, interim or special audit madetiwym of th
books of the Company or any Subsidiary; and

(v) with reasonable promptness, such other findrdasa as such Significant Holder may reasor
request.

Together with each delivery of financial statemeaetguired by clauses (i) and (ii) above, the Cony
will deliver to each Significant Holder an OfficeiCertificate demonstrating (with computationseasonable deta
compliance by the Company and its Subsidiaries thighprovisions of paragraph 6 and stating thathédoest of the
knowledge based upon reasonable inquiry, therdsems Event of Default or Default, or, if any EveaitDefault o
Default exists, specifying the nature and periocexiktence thereof and what action the Companyqsep to tak
with respect thereto. Together with each deliverfiancial statements required by clause (ii) agahe Compar
will deliver to each Significant Holder a reportsaich accountants stating that, in making the analiessary for the
report on such financial statements, they haveimddano knowledge of any Event of Default or Defaat, if they
have obtained knowledge of any Event of DefaulDefault, specifying the nature and period of existethereo
Such accountants, however, shall not be liablenymae by reason of their failure to obtain knowkedd any Event (
Default or Default which would not be disclosedtie course of an audit conducted in accordance getterall’
accepted auditing standards.

The Company also covenants that immediately aftgrResponsible Officer obtains knowledge o
Event of Default or Default, it will deliver to elaSignificant Holder an Officer's Certificate sfgiig the nature ar
period of existence thereof and what action the g proposes to take with respect thereto.

5B. INFORMATION REQUIRED BY RULE 144A. The Compargovenants that it will, upon t
request of the holder of any Note, provide suchiéigland any qualified institutional buyer desigaiaby such holde
such financial and other information as such holaery reasonably determine to be necessary in dod@ermi
compliance with the information requirements of &UK4A under the Securities Act in connection \ifith resale ¢
Notes, except at such times as the Company isdubj¢he reporting requirements of section 135(d} of




the Exchange Act. For the purpose of this paragEptthe term “qualified institutional buyeshall have the meani
specified in Rule 144A under the Securities Act.

5C. INSPECTION OF PROPERTY. The Company covendrgsit will permit any Person designa
by any Significant Holder in writing, at such Sificant Holder's expense, to visit and inspect ahthe properties ¢
the Company and its Subsidiaries, to discuss tfarsffinances and accounts of any of such cotmors with the
principal officers of the Company and its indeparidaublic accountants and, if a Default or EvenDefault shall b
continuing, to examine the corporate books andhfired records of the Company and its Subsidianesabtain copie
thereof or extracts therefrom, all at such reaslen@imes as the Company and such Significant Hattletl agree b
in any event within three Business Days from retjaeany Purchaser and during normal business hours

5D. COVENANT TO SECURE NOTES EQUALLY. The Compangvenants that, if it or ai
Subsidiary shall create or assume any Lien upon anygs property or assets, whether now owned oedite
acquired, other than Liens permitted by the prowisiof paragraph 6B(1) (unless the prior writtensemt to th
creation or assumption thereof shall have beenraatgoursuant to paragraph 11C), it will make arsgato be ma
effective provision whereby the Notes will be setlby such Lien equally and ratably with any aricdbtiier Deb
thereby secured so long as any such other Deltlshab secured.

5E. MAINTENANCE OF INSURANCE. The Company covenathst it and each Subsidiary sl
maintain, with financially sound and reputable msg, insurance in such amounts and against sabllities an
hazards as is ordinarily carried by companies amyilsituated in the same or similar lines of basm

5F. COMPLIANCE WITH LAWS. Without limited ParagrapB(11), the Company will, and w
cause each of its Subsidiaries to, comply witHaalls, ordinances or governmental rules or reguiatio which eac
of them is subject and will obtain and maintain dffect all licenses, certificates, permits, fraiselsi and oth
governmental authorizations necessary to the owipersf their respective properties or tobe conduct of the
respective businesses, in each case to the exeessary to ensure that noncompliance with sucs, laxdinances
governmental rules or regulations or failures tdaowb or maintain in effect such licenses, certigsa permits
franchises and other governmental authorizationtdcoot, individually or in the aggregate, reasdpdie expected -
have a Material Adverse Effect.

5G. PAYMENT OF TAXES AND CLAIMS. The Company wilnd will cause each of its Subsidia
to, file all tax returns required to be filed inyajurisdiction and to pay and discharge all taxesven to be due ai
payable on such returns and all other taxes, assess, governmental charges, or levies imposedem tor any ¢
their properties, assets, income or franchisethd@xtent the same have become due and payableetoreé they hay
become delinquent and all claims for which sumsehascome due and payable that have or might beeolonen or
properties or assets of the Company or any Sulbgjgieovided that neither the Company nor any Subsidiary nde
any such return or pay any such tax, assessmengeHevy or claim if (i) the amount, applicalyildr validity therec
is contested by the Company or such Subsidiary timely basis in good faith and in appropriate gexdings, and t
Company or a Subsidiary has established adequs¢eves therefor in accordance with GAAP on the boakthe
Company or such Subsidiary or (ii) the failureite $uch return or the nonpayment of all




such taxes, assessments, charges, levies and dairdasnot, individually or in the aggregate, razsday be expecte
to have a Material Adverse Effect.

6. NEGATIVE COVENANTS. Unless the Required Holdestsall otherwise consent in writing,
Company agrees to observe and perform each ofdfpatime covenants set forth below so long as ante Nbal
remain outstanding.

6A(1). [RESERVED]
6A(2). [RESERVED]

6A(3). [RESERVED]

6A(4). INTEREST COVERAGE RATIO. The Company shabitrsuffer or permit at any time 1t
Interest Coverage Ratio to be less than 3.00 @. 1.0

6B. CREDIT AND OTHER RESTRICTIONS. The Company coagts that it will not and will n
permit any Subsidiary to:

6B(1). LIEN RESTRICTIONS. Create, incur, assumaulfer to exist any Lien upon any of its prop
or assets, whether now owned or hereafter acq(wkdther or not provision is made for the equal mtdble securir
of Notes in accordance with the provisions of peapg 5D hereof), except:

() Liens for taxes or other governmental chargesyet due or which are being actively conteste
good faith by appropriate proceedings;

(ii) Liens incidental to the conduct of its busiaes the ordinary operation or use of its prope&rkych
were not incurred in connection with the borrowofgnoney or obtaining credit or advances;

(i) Liens on property or assets of a Subsidiargé¢cure obligations of such Subsidiary to the Camy
or another Subsidiary;

(iv) Liens identified on EXHIBIT G to the Existinggreement a copy of which is attached hereto;

(v) Liens relating to the ledger balances, consigmisy, and other similar arrangements and others
(including Liens consisting of Capitalized Leasedi@dtions and/or purchase money security inter@stsecure Dek
provided that (x) the Debt to which the Lien retate permitted by paragraph 6B(2) and (y) the agapee amount «
Debt (plus, without duplication, the aggregate anmtoof such ledger balances, consignments and ctimeitar
arrangements) secured by such Liens does not eatesy time 20% of Consolidated Tangible Net Woatid

(vi) Liens consisting of survey exceptions, minacgmbrances, easements and rights of way, or z
or other restrictions as to the use of real progerPROVIDED, HOWEVER, that such Liens in the aggte do n«
materially impair the usefulness of such propantthie business of the Company and its Subsidiaaken as a whol




Except for guaranties permitted or contemplateghdmagraph 6B(10) or with respect to bankdien:
arising by operation of law (so long as the Company compliance with clause (v) of this paragr&i(1), with the
amount of Debt secured by such bankdréns being equal, for the purpose of determirgngipliance with suc
clause (v), to the lesser of the value of assdifesuto such bankes’liens or the outstanding amount of the Debt
which such bankes’ liens may be exercised), neither the CompanyangrSubsidiary is permitted to create, in
assume or suffer to exist any Lien upon any preparassets to secure any obligations under thdilCkgreement.

6B(2). DEBT RESTRICTION. Create, incur, assumeudfes to exist any Debt, except:

(i) Debt in existence on March 28, 1996;

(ii) Debt of any Subsidiary to the Company or ty ather Subsidiary; and

(i) additional Debt of the Company and/or any Sidiary subject to the proviso set forth below;
provided, however, (x) that the aggregate principal amount of cadstéd Debt of the Company ¢

its Subsidiaries shall not exceed at any time aowequal to 58% of Consolidated Capitalizatiod &) Priority
Debt shall not exceed at any time an amount equ20% of Consolidated Net Worth.

6B(3). LOANS, ADVANCES AND INVESTMENTS. Make or panit to remain outstanding loans
advances to, or own, purchase or acquire any sibbgations or securities of, or any other interestor make an
capital contributions to, any Person (collectivéellNVESTMENTS”), except that the Company or any Subsic
may:

(i) make or permit to remain outstanding loansawaaces to any Subsidiary;

(i) own, purchase or acquire stock, obligationssecurities of a Subsidiary or of a corporationah
immediately after such purchase or acquisition kglla Subsidiary;

(iif) acquire and own (a) stock of the Company songl as no Default or Event of Default exists
giving effect to the acquisition thereof and (lmcst, obligations or securities received in settlett# debts (created
the ordinary course of business) owing to the Comma any Subsidiary;

(iv) own, purchase or acquire prime commercial papanker's acceptances and certificates of de
in the United States and Canadian commercial b&h&sing capital resources in excess of $100 millidss.)
repurchase agreements with respect to the foregmngach case due within one year from the datguothase ar
payable in the United States in United States dxllabligations of the United States Governmentigy agenc
thereof, and obligations guaranteed by the UnitateS Government;

(v) make or permit to remain outstanding relocatibavel and other like advances to officers
employees in the ordinary course of business;




(vi) permit to remain outstanding Investments exgsbn March 28, 1996; and
(vii) make other Investments not in excess of 20% ansolidated Net Worth.

6B(4). DISPOSITION OF CERTAIN ASSETS. Sell, leasansfer or otherwise dispose of any asse
the Company or any Subsidiary other than in anged Transfer, unless the net book value of thetassld, lease
transferred or otherwise disposed of outside ofotitnary course of business in the then most te2¢month perio
together with the net book value of any assets greposed to be sold, leased, transferred or otkerdisposed ¢
outside of the ordinary course of business do roeed 30% of Consolidated Tangible Net Worth. Roppses of th
paragraph and paragraph 6B(2), a sale of the Coyigpanits Subsidiaries' receivables in connectuith financing o
the Company or any of its Subsidiaries under argemtion program shall be deemed to constitutéotDaf the
Company or any such Subsidiary and not a salesgftsis

6B(5). SALE OF STOCK AND DEBT OF SUBSIDIARIES. Salt otherwise dispose of, or part v
control of, any shares of stock or debt of any &lig/, except to the Company or any Subsidiargl except that ¢
shares of stock and debt of any Subsidiary atithe bwned by or owed to the Company and all Suas&s may b
sold as an entirety for fair market value (as deieed in good faith by the Board of Directors o€ t@ompany
provided that the net book value of the assetsioh Subsidiary, together with the net book valuéhefassets of tl
Company and any other Subsidiaries sold duringthiem most recent 24 month period do not exceed 8¢
Consolidated Tangible Net Worth.

6B(6). MERGER AND CONSOLIDATION. Merge with or coolgdate into any other company, exc
(i) Subsidiaries may be merged into the CompanytHe Company may merge with another entity predidhat th
Company is the surviving corporation and no DefaultEvent of Default under this Agreement wouldsexafte
giving effect to the merger or as a result ther@oj,any Subsidiary may be merged with or intcotirer corporatio
provided that the surviving corporation is a Sutasid (in the case of a merger that does not invtieeCompany) «
the Company and no Default or Event of Default wloexist after giving effect to the merger or agsuit thereof, ¢
(iv) the Company may be merged into a Subsidiargt aewly created entity organized under the lawanyf state (
the United States which has conducted no previassibss and at the time of such merger shall hav&bilities, if,
in either case, the surviving corporation assunmes dbligations of the Company under the Notes imanne
reasonably satisfactory to the Required Holdeth®fNotes and no Default or Event of Default sbaist after givin
effect to the merger or as a result thereof.

6B(7). SALE OR DISCOUNT OF RECEIVABLES. Sell witeaourse, discount or pledge any o
notes receivable or accounts receivable other tbegivables sold constituting Debt under clausg ¢¥ithe definitior
thereof provided that (i) the aggregate face amofiatl such receivables sold shall not exceed @XmP00, and (i
after giving effect to such sale, the Company isampliance with paragraph 6B(2).

6B(8). LEASE OBLIGATIONS. Lease real property orrganal property (excluding data proces
equipment, vehicles, and other equipment leaséleordinary course of business) for terms excegthiree years
after giving effect thereto the aggregate amount




of all payments in any fiscal year payable by tleen@any and its Subsidiaries would exceed an agtgeda5% o
Consolidated Tangible Net Worth.

6B(9). RESTRICTED TRANSACTIONS. Deal directly ordinectly with an Affiliate, any Pers:
related by blood, adoption, or marriage to any lfsiie or any Person owning 5% or more of the Comjsastock
provided that (i) the Company may deal with suchs®es in the ordinary course of business at amenigth, (ii) the
Company may make loans or advances to officersigedrby paragraph 6B(3) and (iii) in addition tetforegoing
so long as the stock of the Company is publiclydhé&he Company may deal with such Persons so lenthe
aggregate amount of such transactions does noeeéX&¥£000,000 in any fiscal year.

6B(10). OTHER SUBSIDIARY GUARANTIES. The Companyvemants that it will not permit a
Subsidiary organized under the laws of the UnitéateS or any state thereof (a “U.S. Subsidiatg”create, issu
incur, assume or become subject to or liable uadgrguarantee with respect to any Material Indet#ed Agreeme
unless such U.S. Subsidiary promptly executes afideis to the holders of the Notes a Guarantyayinfent of Del
substantially in the form of Exhibit | hereto. Natiastanding the foregoing, the Company covenards ithwill not
permit any Subsidiary to create, issue, incur, m&sar become subject to or liable under any guaeawith respect
the Credit Agreement unless such Subsidiary prongtécutes and delivers to the holders of the Nat€uaranty
Payment of Debt substantially in the form of Exhibinereto; provided, however, that the foregoihglsnot apply t
any guaranty created, issued, incurred or assumedSubsidiary organized under the laws of a jistgzh other tha
the United States or any state thereof (a “Non-&&sidiary”) in respect of Debt incurred by anjiest NonU.S.
Subsidiary pursuant to the Credit Agreement so laagsuch NomJ.S. Subsidiary that creates, issues, incu
assumes such guaranty has not also created, issaeded or assumed a guaranty in respect of Debirred by th
Company or any U.S. Subsidiary pursuant to the iCAggteement.

6B(11). OTHER COVENANTS. In the event that the Camp or any of its Subsidiaries shall e
into, or shall have entered into, any Material Ingelness Agreement, wherein the covenants contieeein shall k
more restrictive than the covenants set forth hetben the Company and its Subsidiaries shalldumd hereunder |
such more restrictive covenants with the same fantkeffect as if such covenants were written herei

6B(11). TERRORISM SANCTIONS REGULATIONS. The Compaumill not and will not permit an
Controlled Entity (i) to become (including by viewf being owned or controlled by a Blocked Persown or contrc
a Blocked Person or any Person that is the tarfstaictions imposed by the United Nations or by Hueopea
Union, or (ii) directly or indirectly to have anyestment in or engage in any dealing or transadtiocluding
without limitation, any investment, dealing or tsaction involving the proceeds of the Notes) witly Rerson if suc
investment, dealing or transaction (a) would caarse holder to be in violation of any law or regidatapplicable t
such holder, or (b) is prohibited by or subjecsémctions under any U.S. Economic Sanctions, ®rt¢iiengage, n
shall any Affiliate of either engage, in any adivihat could subject such Person or any holdesatactions under tl
Comprehensive Iran Sanctions, Accountability andeBiment Act or any similar law or regulation wigspect to Ira
or any other country that is subject to U.S. Ecoieddanctions.




7. EVENTS OF DEFAULT.

7A. ACCELERATION. If any of the following events alh occur and be continuing for any rea
whatsoever (and whether such occurrence shall hmtaoy or involuntary or come about or be effedbydoperatio
of law or otherwise):

(i) the Company defaults in the payment of any @pal of, or YieldMaintenance Amount payal
with respect to, any Note when the same shall beadue, either by the terms thereof or otherwiseessin providec
or

(i) the Company defaults in the payment of angiiast on any Note for more than five (5) days
the date due; or

(i) (A) (1) the Company or any Subsidiary defgultvhether as primary obligor or as guarantor bel
surety) in any payment of principal of or intereatany other obligation for money borrowed (inchglany obligatio
under a conditional sale or other title retentigneement entered into as a means of acquiringuthie property, ar
obligation issued or assumed as full or partialnpayt for property if secured by a purchase monegtgage or an
obligation under notes payable or drafts acceptgatesenting extensions of credit) beyond any pedbdjract
provided with respect thereto, or (2) the Compangry Subsidiary fails to perform or observe artyeotagreemer
term or condition contained in any agreement undech any of the foregoing obligations are issuedreated (or
any other event thereunder or under any such agmeshall occur and be continuing), and the eféécuch defau
under clause (1) above or failure or event undeusg (2) above is to cause, or to permit the hadéolders of suc
obligation (or a trustee on behalf of such holderholders) to cause, such obligation to become (@ueto be
repurchased by the Company or any Subsidiary) poi@ny stated maturity, provided that the aggeegatount of a
obligations as to which such a payment defaultl gitalur and be continuing or such a failure or p#hesnt causing
permitting acceleration (or resale to the Compamyany Subsidiary) shall occur and be continuing eexk
$20,000,000; or (B) the Company or any Subsidiaitg to perform or observe any term or conditiorany agreeme
or lease (other than those specified in clauseofAthis paragraph 7A(iii)) beyond any applicablegg period wit
respect thereto (or if any other event thereuntal ccur and be continuing beyond any applicapéee period),
the effect of such failure or event is to causgyamit the holder or holders of such obligationtfastee on behalf
such holder or holders) to cause, such obligatoneicome due prior to any stated maturity or regthie repurchas
redemption or defeasance of such obligation, pexVithat the aggregate amount of all obligationtoashich suc
failure or other event causing or permitting acelen or requiring the repurchase, redemption efeasance sh.
exceed $20,000,000; or

(iv) any representation or warranty made by the gamy herein or by the Company or any o
officers in any writing furnished in connection Wwibr pursuant to this Agreement shall be falsenjnraaterial respe
on the date as of which made; or

(v) the Company fails to perform or observe anyagrent contained in paragraph 6; or

(vi) the Company fails to perform or observe anlgentagreement, term or condition contained h
and such failure shall not be remedied within 3@sdafter any Responsible Officer obtains actuaMkedge thereo
or




(vii) the Company or any Subsidiary makes an assegrt for the benefit of creditors or is generaldy
paying its debts as such debts become due; or

(viii) any decree or order for relief in respecttbé Company or any Subsidiary is entered unde
bankruptcy, reorganization, compromise, arrangemasblvency, readjustment of debt, dissolutioniguidation o
similar law, whether now or hereafter in effectréie called the “Bankruptcy Law”), of any jurisdih; or

(ix) the Company or any Subsidiary petitions or leggpto any tribunal for, or consents to,
appointment of, or taking possession by, a trusessiver, custodian, liquidator or similar offica the Company ¢
any Subsidiary, or of any substantial part of teee#s of the Company or any Subsidiary, or comnseac&luntar
case under the Bankruptcy Law of the United Stateany proceedings (other than proceedings forvtiiantary
liquidation and dissolution of a Subsidiary) rafgtito the Company or any Subsidiary under the Bagtky Law o
any other jurisdiction; or

(x) any such petition or application is filed, onyasuch proceedings are commenced, again:
Company or any Subsidiary and the Company or sudisi8iary by any act indicates its approval thereohser
thereto or acquiescence therein, or an order, jetgror decree is entered appointing any such gustreive
custodian, liquidator or similar official, or apping the petition in any such proceedings, and sarder, judgment «
decree remains unstayed and in effect for more 30astays; or

(xi) any order, judgment or decree is entered in proceedings against the Company decreein
dissolution of the Company and such order, judgneemtecree remains unstayed and in effect for rttaae 60 day:
or

(xii) any one or more unpaid or unsatisfied judgteeor decrees in excess of $20,000,000 ir
aggregate at any one time outstanding is enterethgtgthe Company and/or its Subsidiaries, excdimos:
judgments or decrees (A) that shall have been dtaygrated or bonded, (B) which are not final and-appealable
provided that the Company or such Subsidiary istegiimg any such judgment or decree in good faitt by
appropriate proceedings diligently pursued,(C)diod to the extent the Company or any Subsidiaiysisred and wit
respect to which the insurer specifically has assimesponsibility in writing therefor, (D) for and the extent tt
Company or any Subsidiary are otherwise indemniffetthe terms of such indemnification are satisbagtto the
Required Holders or (E) that have been outstanfitingess than 60 days; then (a) if such event i&aent of Defau
specified in clause (i) or (ii) of this paragraph, the holder of any Note (other than the Companyamy of it:
Subsidiaries or Affiliates) may at its option, bgtice in writing to the Company, declare such Nwtdoe, and suc
Note shall thereupon be and become, immediately atuk payable at par together with interest accrthedeon
without presentment, demand, protest or noticengflkand, all of which are hereby waived by the Camy, (b) if suc
event is an Event of Default specified in claug@)(\(ix) or (x) of this paragraph 7A with respeict the Company, ¢
of the Notes at the time outstanding shall autorallyi become immediately due and payable at pagthmy witl
interest accrued thereon, without presentment, ddimaotest or notice of any kind, all of which &ereby waived
the Company, and (c) if such event is not an Eeéliefault specified in clause (viii), (ix) or (of this paragraph 7
with respect to the Company, the Required Holdes{sdny Series of Notes may at its or their optiby,notice i
writing to the Company, declare all of




the Notes of such Series to be, and all of the Notfesuch Series shall thereupon be and becomeganately due ar
payable together with interest accrued thereont@gether with the Yieldaintenance Amount, if any, with respec
each Note of such Series, without presentment, ddjm@arotest or other notice of any kind, all of ahiare herek
waived by the Company, provided that the Yiddintenance Amount, if any, with respect to eacheNw such Serit
shall be due and payable upon such declarationib(ty such event is an Event of Default specifiachny of clause
(i) to (vi),inclusive, or (xi) or (xii) of this pagraph 7A, (y) the Required Holders of such Sesied| have given to tl
Company, at least 10 Business Days before suclard¢ion, written notice stating its or their intent so to declau
the Notes of such Series to be immediately duepaydble and identifying one or more such EventSefault whos
occurrence on or before the date of such noticenpeisuch declaration, and (z) one or more of thenss of Defau
so identified shall be continuing at the time oftsaeclaration;

[(xiii) Reserved]
[(xiv) Reserved]
(xv) a Change in Control shall occur; or

(xvi) (A) any Plan shall fail to satisfy the minimufunding standards of ERISA or the Code for
plan year or part thereof or a waiver of such staasl or extension of any amortization period isghbwor grante
under section 412 of the Code, (B) a notice ofrinte terminate any Plan shall have been or isorestsly expected
be filed with the PBGC or the PBGC shall have tog#id proceedings under ERISA section 4042 to teatei 0
appoint a trustee to administer any Plan or the B@Gall have notified the Company or any ERISA lkte that :
Plan may become a subject of any such proceedi@yshe aggregate “amount of unfunded benefit ligds” (within
the meaning of section 4001(a)(18) of ERISA) uralePlans, determined in accordance with Title NERISA, shal
exceed an amount that could reasonably be expéctbdve a Material Adverse Effect, (D) the Compamnyany
ERISA Affiliate shall have incurred or is reasonabkpected to incur any liability pursuant to Titler IV of ERISA
or the penalty or excise tax provisions of the Cradating to employee benefit plans, (E) the Conypamnany ERIS/
Affiliate withdraws from any Multiemployer Plan, ¢F) the Company or any Subsidiary establishesnoerals an
employee welfare benefit plan that provides moaployment welfare benefits in a manner that waontadease tk
liability of the Company or any Subsidiary thereandand any such event or events described in eta(#) throug
(F) above, either individually or together with aother such event or events, could reasonably peated to have
Material Adverse Effect. As used in this Paragrapgh (xvi), the terms‘employee benefit plan” and “employes
welfare benefit plar” shall have the respective meanings assigned totsuals in section 3 of ERISA.

7B. RESCISSION OF ACCELERATION. At any time aftemyaor all of the Notes of a Series s
have been declared immediately due and payablegirso paragraph 7A, the Required Holder(s) ohsberies ma
by notice in writing to the Company, rescind andwrsuch declaration and its consequences if @) Gbmpany she
have paid all overdue interest on the Notes of skehes, the principal of and YieMaintenance Amount, if ar
payable with respect to any Notes of such Serieshwiave become due otherwise than by reason of geiclaratior
and interest on such overdue interest and overdoeifal and YieldMaintenance Amount at the rate specified ir
Notes of such Series, (ii) the Company shall natehgaid any amounts which have become due solelgéson ¢
such declaration, (iii) all Events of Default andfBults, other than ngpayment of amounts which have become
solely by




reason of such declaration, shall have been curecived pursuant to paragraph 11C, and (iv) ngnpouent or decre
shall have been entered for the payment of any ataaue pursuant to the Notes of such Series srAthieement (
this Agreement pertains to the Notes of such Seris such rescission or annulment shall extendrtaffect an
subsequent Event of Default or Default or impay gght arising therefrom.

7C. NOTICE OF ACCELERATION OR RESCISSION. Whenevamny Note shall be declar
immediately due and payable pursuant to paragraplor7any such declaration shall be rescinded anulléat
pursuant to paragraph 7B, the Company shall fotthgive written notice thereof to the holder of leddote at th
time outstanding.

7D. OTHER REMEDIES. If any Event of Default or Deflashall occur and be continuing, the ho
of any Note may proceed to protect and enforceigists under this Agreement and such Note by esEgisuc
remedies as are available to such holder in respertof under applicable law, either by suit imiiggor by action ¢
law, or both, whether for specific performance oy @ovenant or other agreement contained in thiseégent or i
aid of the exercise of any power granted in thise&gnent. No remedy conferred in this Agreement uperholder ¢
any Note is intended to be exclusive of any otleenedy, and each and every such remedy shall belatimeuanc
shall be in addition to every other remedy confiétierein or now or hereafter existing at law oequity or by statu
or otherwise.

8. REPRESENTATIONS, COVENANTS AND WARRANTIES. Theo@pany represents, coven:
and warrants as follows:

8A. ORGANIZATION. The Company is a corporation duyganized and existing in good stanc
under the laws of the State of Ohio, each Subsidsaa corporation or other legal entity existinglan good standir
under the laws of the jurisdiction in which it iscorporated or organized, and the Company has actd Subsidial
has the corporate or other power to own its resgegroperty and to carry on its respective busres now beir
conducted. The names and jurisdictions of incotjpmmaof each Subsidiary are set forth_on Exhib#tfached hereto.

8B. FINANCIAL STATEMENTS. The Company has furnishBdudential and each Purchaser of
Accepted Notes with the following financial statentss identified by a principal financial officer tife Company: (i)
consolidated balance sheet of the Company andilisi@iaries as of the last day in each of the fiseal years of th
Company most recently completed prior to the dateoawhich this representation is made or repeabeduct
Purchaser (other than fiscal years completed witid days prior to such date for which auditedrimal statemen
have not been released) and a consolidated statefiecome, stockholders' equity and statemermiash flows of th
Company and its Subsidiaries for each such yebcedified by Deloitte & Touche LLP (or such othe@dependel
public accountants of recognized national standialgcted by the Company or other accounting firmmay be
reasonably acceptable to such Purchaser); anal ¢bnsolidated balance sheet of the Company ar@ulisidiaries ¢
at the end of the quarterly period (if any) mostergly completed prior to such date and after te @& such fisci
year (other than quarterly periods completed wiBindays prior to such date for which financiatestaents have n
been released) and the comparable quarterly parittee preceding fiscal year and consolidated states of incomu
stockholders' equity and cash flows of the Compamy its Subsidiaries for the periods from the beigig of the fisce
years in which such quarterly periods are incluieithie end of such quarterly periods, prepared by




the Company. Such financial statements (including eelated schedules and/or notes) are true aneatoin al
material respects (subject, as to interim statespéatchanges resulting from audits and yaad-adjustments), ha
been prepared in accordance with generally acceatedunting principles consistently followed thrbogt the
periods involved and show all liabilities, direatdacontingent, of the Company and its Subsidiareegiired to b
shown in accordance with such principles. The lwasheets fairly present the condition of the Campand it:
Subsidiaries as at the dates thereof, and thenstats of income and statements of cash flows fambgent the resu
of the operations of the Company and its Subsisafor the periods indicated. There has been nerrabtdvers
change in the business, condition (financial oenilise) or operations of the Company and its Sudnses taken as
whole since the end of the most recent fiscal y@awhich such audited financial statements havenldarnished.

8C. ACTIONS PENDING. There is no action, suit, istrgation or proceeding pending or, to
knowledge of the Company, threatened against th@paay or any Subsidiary or any properties or righftdhe
Company or any Subsidiary, by or before any caurtiitrator or administrative or governmental bodyick could b
reasonably expected to result in any material agvehange in the business, condition (financiabtberwise) c
operations of the Company and its Subsidiariestalsea whole.

8D. OUTSTANDING DEBT. Neither the Company nor arybSidiary has any Debt outstanding ex
as permitted by paragraph 6B(2). There exists nyonpat default or other default in any material extpunder th
provisions of any instrument evidencing such Dehifany agreement relating thereto.

8E. TITLE TO PROPERTIES. To the best knowledge loé tResponsible Officers based u
reasonable inquiry, the Company has, and each @absihas, good and indefeasible title to its retipe rea
properties (other than properties which it lease®) good title to all of its other properties arsdeds, including tt
properties and assets reflected in the most regedited balance sheet referred to in paragraph @Bel( tha
properties and assets disposed of in the ordinanyse of business), subject to no Lien of any kéxdept Lien
permitted by paragraph 6B(1). The Company and &adssidiary enjoys peaceful and undisturbed possessi al
leases necessary in any material respect for thduob of their respective businesses, none of whatftains an
unusual or burdensome provisions which could bearably expected to materially affect or impair tperation ¢
such businesses. All such leases are valid andssingsand are in full force and effect.

8F. TAXES. To the best knowledge of the Responsiiicers based upon reasonable inquiry,
Company has, and each Subsidiary has, filed alkfeédState and other income tax returns whichregeired to b
filed, and each has paid all taxes as shown on tams and on all assessments received by litet@xtent that su
taxes have become due, except such taxes as agg dmitested in good faith by appropriate procegdior whict
adequate reserves have been established in accerdiéh generally accepted accounting principles.

8G. CONFLICTING AGREEMENTS AND OTHER MATTERS. Ne#hthe execution nor delivery
this Agreement or the Notes, nor the offering, asg1e and sale of the Notes, nor fulfillment of compliance with th
terms and provisions hereof and of the Notes walflict with, or result in a breach of the termgnditions o
provisions of, or constitute a default under, guiein any violation of, or result in the creatiohany Lien upon ar
of the properties or assets of the Company or &itg Subsidiaries (other than Liens permitted Hug t




Agreement) pursuant to, the charter or code ofledigms of the Company or any of its Subsidiarasy award of ar
arbitrator or any agreement (including any agredgmagthn stockholders), nor to the best of the Resgua Officers
knowledge based upon reasonable inquiry, any im&ni, order, judgment, decree, statute, law, ruleegulation t
which the Company or any of its Subsidiaries isjettb Neither the Company nor any of its Subsidmis a party t
or otherwise subject to any provision containedaimy instrument evidencing indebtedness of the Gompr any ¢
its Subsidiaries, any agreement relating theretangrother contract or agreement (including itsrigmawhich limits
the amount of, or otherwise imposes restrictiongh@nincurring of, indebtedness of the Companyhef tiype to b
evidenced by the Notes except as set forth in gheemnents listed in EXHIBIT E attached hereto (ash<EXHIBIT E
may have been modified from time to time by writempplements thereto delivered by the Company aoepaed i
writing by Prudential).

8H. OFFERING OF NOTES. Neither the Company nor aggnt acting on its behalf has, directl
indirectly, offered the Notes or any similar seguaf the Company for sale to, or solicited anyeo$fto buy the Not:
or any similar security of the Company from, oresthise approached or negotiated with respect thexgh, an
Person other than Institutional Investors, andheeithe Company nor any agent acting on its betedftaken or wi
take any action which would subject the issuancsate of the Notes to the provisions of Sectiorf he Securitie
Act or to the registration provisions of any setiesi or Blue Sky law of any applicable jurisdiction

8l. USE OF PROCEEDS. The proceeds of the sale pfRaivate Shelf Notes will be used for
purposes stated in the relevant Request for Pugcihme of such proceeds will be used, directlindirectly, for the
purpose, whether immediate, incidental or ultimadk purchasing or carrying any “margin stoc&$ defined i
Regulation U (12 CFR Part 221) of the Board of Goues of the Federal Reserve System (herein céheargir
stock”) or for the purpose of maintaining, reducing orrimegy any indebtedness which was originally incurte
purchase or carry any stock that is then curremthgargin stock or for any other purpose which miggstitute th
purchase of such Notes transaction a “purposettretthin the meaning of such Regulation U, unless@oenpan
shall have delivered to the Purchaser which istmsing such Notes, on the Private Shelf Closing Daguch Note
an opinion of counsel satisfactory to such Purahasging that the purchase of such Notes doescostitute
violation of such Regulation U. Neither the Comparyy any agent acting on its behalf has taken drtake an
action which might cause this Agreement or the Blodeviolate Regulation T, Regulation U or any otfegulation ¢
the Board of Governors of the Federal Reserve 8ysteto violate the Securities Exchange Act of 19&lamende
in each case as in effect now or as the same maafter be in effect. The Company is not a Perssstiibed i
Section 1 of the Anti-Terrorism Order and nonehw proceeds from the issuance of the Notes willhéoCompanyg
knowledge, directly or indirectly, be transferredr used for the benefit of any such Person.

8J. ERISA. No accumulated funding deficiency (afsneel in section 302 of ERISA and section 41
the Code), whether or not waived, exists with respeany Plan (other than a Multiemployer Plan). IMbility to the
Pension Benefit Guaranty Corporation has been expected by the Company or any ERISA Affiliateb®incurre:
with respect to any Plan (other than a Multiempioyan) by the Company, any Subsidiary or any ERFS#iate
which is or would be materially adverse to the bass, condition (financial or otherwise) or openagi of th
Company and its Subsidiaries taken as a whole hleihe Company, any Subsidiary or any ERISA Adtédi ha
incurred or presently expects to incur any withdablability under




Title IV of ERISA with respect to any Multiemploy&ian which is or would be materially adverse te @ompan
and its Subsidiaries taken as a whole. The exacatial delivery of this Agreement and the issuamzksale of th
Notes will be exempt from, or will not involve amansaction which is subject to the prohibitions s&ction 406 «
ERISA and will not involve any transaction in cootien with which a penalty could be imposed undaatisn 502(i
of ERISA or a tax could be imposed pursuant toigeet975 of the Code. The representation by the 2oy in th
next preceding sentence is made in reliance updnsahject to the accuracy of each Purchaser's sepiaion i
paragraph 9B.

8K. GOVERNMENTAL CONSENT. Neither the nature of t@empany or of any Subsidiary, nor i
of their respective businesses or properties, nprelationship between the Company or any Subsidiad any othe
Person, nor any circumstance in connection withatiering, issuance, sale or delivery of the Natesuch as 1
require any authorization, consent, approval, exempor other action by or notice to or filing witmy court c
administrative or governmental body (other thantinmu filings after the date of closing with the 8gties ani
Exchange Commission and/or state Blue Sky authejitin connection with the execution and delivefyttos
Agreement, the offering, issuance, sale or delivdrghe Notes or fulfilment of or compliance withe terms ar
provisions of this Agreement.

8L. ENVIRONMENTAL COMPLIANCE. To the best knowledgef the Responsible Officers ba
upon reasonable inquiry, the Company and its Sidrged and all of their respective properties aadilities hav
complied at all times and in all respects withagdplicable federal, state, local and regional gatdaws, ordinanc
and judicial or administrative orders, judgmentdjngs and regulations relating to protection o thnvironmer
except, in any such case, where failure to compbuld/ not result in a material adverse effect on ligines:
condition (financial or otherwise) or operationstioé Company and its Subsidiaries taken as a wdrdlkee ability o
the Company to perform its obligations under thigeement.

8M. HOSTILE TENDER OFFERS. None of the proceedshsf sale of any Notes will be usec
finance a Hostile Tender Offer.

8N. DISCLOSURE. Neither this Agreement nor any oftthecument, certificate or statement furnis
to any Purchaser by or on behalf of the Compangoimection herewith contains any untrue statemeatroaterie
fact or omits to state a material fact necessarpraoer to make the statements contained hereintlag@in nc
misleading. There is no fact peculiar to the Comypamany of its Subsidiaries which materially achady affects or i
the future can be reasonably expected to (so fahea<ompany can now reasonably foresee) materahersel
affect the business, property or assets, or fimhmondition of the Company and its Subsidiariégmaas a whole ai
which has not been set forth in this Agreemeninahe other documents, certificates and statenfanigsshed to th
Purchasers by the Company prior to the date hamezminnection with the transactions contemplataeline

80. SECTION 144A. The Notes are not of the samesda securities, if any, of the Company liste
a national securities exchange registered undeiic®e6 of the Exchange Act or quoted in a U.S. mated inter-
dealer quotation system.




8P. FOREIGN ASSETS CONTROL REGULATIONS, ETC.

(1) Neither the Company nor any Controlled Entity ¢ Blocked Person, (ii) has been notified
its name appears or may in the future appear omate Sanctions List or (iii) is a target of sanetidhat have be
imposed by the United Nations or the European Union

(2) Neither the Company nor any Controlled Entity @shviolated, been found in violation of,
been charged or convicted under, any applicable Bc®nomic Sanctions Laws, Ariloney Laundering Laws
Anti-Corruption Laws or (ii) to the Comparsyknowledge, is under investigation by any GovemaleAuthority fol
possible violation of any U.S. Economic Sanctioasvk, Anti-Money Laundering Laws or Anti-Corruptibaws.

(3) No part of the proceeds from the sale of the Nb&zsunder:

(i) constitutes or will constitute funds obtained ohdléof any Blocked Person or will otherwise
used by the Company or any Controlled Entity, diyeor indirectly, (1) in connection with any inuegent in, or an
transactions or dealings with, any Blocked Perg@p,for any purpose that would cause any Purchtsdye ir
violation of any U.S. Economic Sanctions Laws grdfherwise in violation of any U.S. Economic Samts Laws;

(i)  will be used, directly or indirectly, in violatiaof, or cause any Purchaser to be in violation oy
applicable Anti-Money Laundering Laws; or

(i) will be used, directly or indirectly, for the pugm of making any improper payments, inclu
bribes, to any Governmental Official or commer@alinterparty in order to obtain, retain or diregsibess or obta
any improper advantage, in each case which wouid b®lation of, or cause any Purchaser to beiahation of, an
applicable Anti-Corruption Laws.

(4) The Company has established procedures and comthité it reasonably believes are adeq
(and otherwise comply with applicable law) to emstivat the Company and each Controlled Entity csvaitl continue
to be in compliance with all applicable U.S. Ecomor8anctions Laws, Anti-Money Laundering Laws andtiA
Corruption Laws.

9. REPRESENTATIONS OF THE PURCHASERS.
Each Purchaser represents as follows:

9A. NATURE OF PURCHASE. Such Purchaser is not aoogithe Notes to be purchased b
hereunder with a view to or for sale in connectrath any distribution thereof within the meaning tbe Securitie
Act, provided that the disposition of such Purchiaggoperty shall at all times be and remain wifts control.

9B. SOURCE OF FUNDS. At least one of the followstgtements is an accurate representation
each source of funds (a “Sourcéd)be used by such Purchaser to pay the purchaseqgirthe Notes to be purcha
by such Purchaser hereunder:

() the Source is an “insurance company general act¢asthe term is defined in the United St
Department of Labor’s Prohibited Transaction Exearp{“PTE”")




95-60) in respect of which the reserves and liabdi{jas defined by the annual statement for liferigusce compani
approved by the National Association of Insurancen@issioners (the “NAIC Annual Statementfpy the gener:
account contract(s) held by or on behalf of any leyge benefit plan together with the amount of tbgerves ar
liabilities for the general account contract(s)dhigy or on behalf of any other employee benefihplaaintained by tl
same employer (or affiliate thereof as defined TEF560) or by the same employee organization in thesig
account do not exceed 10% of the total reservedliabilities of the general account (exclusive eparate accou
liabilities) plus surplus as set forth in the NAM@nual Statement filed with such Purchaser’s statdomicile; or

(i)  the Source is a separate account that is maintaolkedy in connection with such Purchaser’
fixed contractual obligations under which the ameipayable, or credited, to any employee benedit (for its relate
trust) that has any interest in such separate atdou to any participant or beneficiary of suclampl(including an
annuitant)) are not affected in any manner by tirestment performance of the separate account; or

(i)  the Source is either (a) an insurance company gdogdg@arate account, within the meanin
PTE 90-1 or (b) a bank collective investment fuwithin the meaning of the PTE B8 and, except as disclosec
such Purchaser to the Company in writing pursuarthis clause (iii), no employee benefit plan ooug of plan
maintained by the same employer or employee orgtaiz beneficially owns more than 10% of all assditscated t
such pooled separate account or collective investfoad; or

(iv) the Source constitutes assets of an “investmeit’ f(mithin the meaning of Part VI of PTE 84-

14 (the*"QPAM Exemption” )) managed by a “qualified professional asset mariag “QPAM” (within the meanin
of Part VI of the QPAM Exemption), no employee Wi#nplan’s assets that are managed by the QPAM in
investment fund, when combined with the assetdlajther employee benefit plans established or taamed by th
same employer or by an affiliate (within the megnaf Part VI(c)(1) of the QPAM Exemption) of sucmgloyer or b
the same employee organization and managed by Q&&M, represent more than 20% of the total cliesges
managed by such QPAM, the conditions of Part I{c) @) of the QPAM Exemption are satisfied, neitther QPAN
nor a person controlling or controlled by the QPAMintains an ownership interest in the Companymatld caus
the QPAM and the Company to be “relatedithin the meaning of Part VI(h) of the QPAM Exenapt and (i) th
identity of such QPAM and (ii) the names of any éype benefit plans whose assets in the investfueick, whel
combined with the assets of all other employee fitgplans established or maintained by the samel@yep or by a
affiliate (within the meaning of Part VI(c)(1) oie QPAM Exemption) of such employer or by the samploye:
organization, represent 10% or more of the asdessich investment fund, have been disclosed toCiimpany i
writing pursuant to this clause (iv); or

(v) the Source constitutes assets of a “plan(s)” (withe meaning of Part IV(h) of PTE 2 (the
“INHAM Exemption” )) managed by an “in-house asset manager” or “INFAMithin the meaning of Part 1V(a)
the INHAM Exemption), the conditions of Part I(&g) and (h) of the INHAM Exemption are satisfieeither thi
INHAM nor a person controlling or controlled by théHAM (applying the definition of “control'in Part 1V(d)(3) o
the INHAM Exemption) owns a 10% or more interestiia Company and (i) the identity of such INHAM &l the
name(s) of the employee benefit planfg)ose assets constitute the Source have been s#dcto the Company
writing pursuant to this clause (v); or




(vi) the Source is a governmental plan; or

(vii)  the Source is one or more employee benefit plana,separate account or trust fund comp
of one or more employee benefit plans, each of whas been identified to the Company in writingspoiant to thi
clause (vii); or

(viii)  the Source does not include assets of any emplogeefit plan, other than a plan exempt f
the coverage of ERISA.

As used in this paragraph 9B, the terms “employ&eefit plan”, “governmental plan”, andéparat
account” shall have the respective meanings assignsuch terms in Section 3 of ERISA.

10. DEFINITIONS. For the purpose of this Agreemdhg terms defined in paragraphs 1 and 2
have the respective meanings specified thereinttandbllowing terms shall have the meanings spestifvith respe«
thereto below:

10A. YIELD-MAINTENANCE TERMS.

“CALLED PRINCIPAL” shall mean, with respect to any Note, the princgdaduch Note that is to
prepaid pursuant to paragraph 4B or is declardaetonmediately due and payable pursuant to paragréy as th
context requires.

“‘DESIGNATED SPREAD”shall mean (i) 0% with respect to the Series A No{@) 0.50% witl
respect to the Series B Notes and Series C Notke§igrunless otherwise specified in the Confirroatof Acceptanc
with respect thereto, 0.50% for any other Serigdates.

“DISCOUNTED VALUE” shall mean, with respect to the Called Principabo§y Note, the amou
obtained by discounting all Remaining Schedulednf&ats with respect to such Called Principal froeirthespectiv
scheduled due dates to the Settlement Date wigiece$o such Called Principal, in accordance watteated financii
practice and at a discount factor (as convertedftect the periodic basis on which interest orhshiote is payable,
payable other than on a semi-annual basis) equlhétBeinvestment Yield with respect to such Caledcipal.

“REINVESTMENT YIELD” shall mean, with respect to the Called Principal anfy Note, th
Designated Spread over the yield to maturity intbly (i) the askside yields reported as of 10:00 a.m. (New
City local time) on the Business Day next precedhmgy Settlement Date with respect to such Callédcal for the
most recent actively traded on the run U.S. Trgasacurities having a maturity equal to the RenmgjrAverage Lifi
of such Called Principal as of such Settlement Dat¢he display designated as “Page P¥a"Bloomberg Financi
Markets (or such other display as may replace Pageon Bloomberg Financial Markets or, if Bloombéiigancia
Markets shall cease to report such yields or sbedlse to be Prudential Capital Graumgustomary source
information for calculating yielanaintenance amounts on privately placed notes,gbeh source as is then Prudel
Capital Groups customary source of such information), or (igutch yields shall not be reported as of such omée
yields reported as of such time shall not be agceble (including by way of interpolation), thee@sury Consta
Maturity Series yields reported, for the latest d@ywhich such yields shall have been so repoatedf the Busine
Day next preceding the Settlement Date with respesuch Called Principal, in Federal Reserve Ste#il Releas
H.15 (or any comparable successor




publication) for U.S. Treasury securities havinganstant maturity equal to the Remaining Average lof sucl
Called Principal as of such Settlement Date. Incdse of each determination under clause (i) pofithe precedir
sentence, such implied yield shall be determinedecessary, by (a) converting U.S. Treasury hibtgtions to bor
equivalent yields in accordance with accepted firnpractice and (b) interpolating linearly betwe€l) the
applicable U.S. Treasury security with the matudkysest to and greater than such Remaining Avelrdgeand (2
the applicable U.S. Treasury security with the mgtwlosest to and less than such Remaining Awelaife. The
Reinvestment Yield shall be rounded to that nundbelecimal places as appears in the coupon ofgpkcable Note.

“‘REMAINING AVERAGE LIFE” shall mean, with respect to the Called Principaboy Note, th
number of years (calculated to the nearesttamdfth year) obtained by dividing (i) such CallBdincipal into (ii) the
sum of the products obtained by multiplying (a)le&emaining Scheduled Payment of such Called Pah¢but no
of interest thereon) by (b) the number of yearsc(dated to the nearest otwelfth year) which will elapse betwe
the Settlement Date with respect to such CalledcRral and the scheduled due date of such RemabBamgdule
Payment.

“REMAINING SCHEDULED PAYMENTS” shall mean, with respect to the Called Principahoy
Note, all payments of such Called Principal andriesgt thereon that would be due on or after théeBestnt Date wit
respect to such Called Principal if no paymentuzisCalled Principal were made prior to its schedwue date.

“SETTLEMENT DATE” shall mean, with respect to the Called Principamf Note, the date on wh
such Called Principal is to be prepaid pursuanpdmagraph 4B or is declared to be immediately chek @ayabl
pursuant to paragraph 7A, as the context requires.

“YIELD-MAINTENANCE AMOUNT” shall mean, with respect to any Note, an amoungletquthe
excess, if any, of the Discounted Value of the €&hPrincipal of such Note over the sum of (i) sGahled Principe
plus (ii) interest accrued thereon as of (includintgrest due on) the Settlement Date with respecuch Calle
Principal. The Yield-Maintenance Amount shall inexent be less than zero.

10B. OTHER TERMS.

“ACCEPTANCE” shall have the meaning specified imgmaaph 2E.

“ACCEPTANCE DAY” shall have the meaning specifiedpgaragraph 2E.

“ACCEPTANCE WINDOW?” shall mean, with respect to any interest rate quuaede by Prudenti
pursuant to paragraph 2D, the time period designbyePrudential during which the Company may etecaccer.
such interest rate quote as to not less than $®000n aggregate principal amount of Private SNelfe specified i
the Request for Purchase.

“ACCEPTED NOTE” shall have the meaning specifiegparagraph 2E.

“AFFILIATE” of any Person shall mean (i) any Person directlingirectly controlling, controlled b

or under direct or indirect common control with BuRerson (except, with respect to the Company,lbsi8iary) an
(ii) with respect to Prudential, shall include any




managed account, investment fund or other veharlevhich Prudential or any Prudential Affiliate a@s investme
advisor or portfolio manager. A Person shall bentk to control a corporation if such Person pogsestirectly c
indirectly, the power to direct or cause the dictof the management and policies of such corpmrawhethe
through the ownership of voting securities, by cacttor otherwise.

“ANTI-CORRUPTION LAWS” shall mean any law or regtitan in a U.S. or any nobkS. jurisdictior
regarding bribery or any other corrupt activityclirding the U.S. Foreign Corrupt Practices Act #mel U.K. Briben
Act 2010.

“ANTI-MONEY LAUNDERING LAWS” shall mean any law oregulation in a U.S. or any nda-S.
jurisdiction regarding money laundering, drug fticking, terroris-related activities or other money launde
predicate crimes, including the Currency and Faréigansactions Reporting Act of 1970 (otherwisewknaas th
Bank Secrecy Act) and the USA PATRIOT Act.

“ANTI-TERRORISM ORDER”means Executive Order No. 13,224, 66 Fed. Reg7892001) issue
by the President of the U.S. (Executive Order BilngkProperty and Prohibiting Transactions with Bass Wh
Commit, Threaten to Commit, or Support Terrorism).

“AUTHORIZED OFFICER” shall mean (i) in the case of the Company, itsfolxecutive officer, it
chief operating officer, its chief financial officeits corporate secretary, and any vice presiagénihe Compan
designated as an “Authorized Officesf the Company for the purpose of this AgreemenannOfficer's Certificai
executed by the Company's chief executive officechoef financial officer and delivered to Prudahtiand (ii) in th
case of Prudential, any officer of Prudential deatgd as its “Authorized Officelih the Information Schedule or ¢
officer of Prudential designated as its “Authorizéfficer” for the purpose of this Agreement in a certificaxecute
by one of its Authorized Officers.

“AVAILABLE FACILITY AMOUNT” shall have the meaningspecified in paragraph 2A.

“BANKRUPTCY LAW?” shall have the meaning specified ¢lause (viii) of paragraph 7A.

“BLOCKED PERSON”shall mean (i) a Person whose name appears orstlué Specially Designat:
Nationals and Blocked Persons published by OFAR,a(iPerson, entity, organization, country or regithat i
blocked or a target of sanctions that have beewseg under U.S. Economic Sanctions Laws or (ifeeson that is
agent, department or instrumentality of, or is othge beneficially owned by, controlled by or agtian behalf o
directly or indirectly, any Person, entity, orgatinn, country or regime described in clause (ifiipr

“BUSINESS DAY” shall mean any day other than (i) a Saturday ourd&y, (i) a day on whic
commercial banks in New York City are required atharized to be closed and (iii) for purposes ofagaaph 2(
hereof only, a day on which Prudential Investmeaniement, Inc. is not open for business.

“CANADIAN BORROWER” shall mean each of the Subsidiaries of the Companjorth on Schedt
2 to the Credit Agreement.




“CANCELLATION DATE” shall have the meaning specifien paragraph 2H(3).
“CANCELLATION FEE” shall have the meaning specifiedparagraph 2H(3).

“CAPITALIZED LEASE OBLIGATION” shall mean any rental obligation which, under gaihg
accepted accounting principles, is or will be reggito be capitalized on the books of the Compargng Subsidianr
taken at the amount thereof accounted for as iedeless (net of interest expenses) in accordanbeswah principles.

“CISADA” shall mean the Comprehensive Iran Sanaiohccountability and Divestment Act.

“CLOSING DAY” shall mean the Initial Closing Day or a Private ISkdosing Day, as the case n
be.

“CHANGE IN CONTROL” shall mean:

(a) the acquisition of, or, if earlier, the shavieler or director approval of the acquisition ofyrership o
voting control, directly or indirectly, beneficiglbr of record, by any Person or group (within theaning of Rule 13d-
3 of the Securities and Exchange Commission urteSecurities Exchange Act of 1934, as then ircgffef share
representing more than thirtiiree percent (33%) of the aggregate ordinary \goBtock represented by the issued
outstanding capital stock of the Company;

(b) the occupation of a majority of the seats €otihan vacant seats) on the board of directotseoCompan
by Persons who were neither (i) nominated by trerdbof directors of the Company nor (ii) appoinbgddirectors s
nominated; or

(c) the occurrence of a change in control, or ogimilar provision, as defined in the Credit Agresnt or an
Material Indebtedness Agreement.

“CODE” shall mean the Internal Revenue Code of 1886Gamended.

“CONFIRMATION OF ACCEPTANCE” shall have the meanisgecified in paragraph 2E.

“CONTROLLED ENTITY” means (i) any of the Subsidiaries of the Compard/ amy of their or tk
Companys respective Controlled Affiliates and (ii) if t@mpany has a parent company, such parent compahniys
Controlled Affiliates. As used in this definitiofControl” means the possession, directly or indirectly, efgbwer t
direct or cause the direction of the managementpaiidies of a Person, whether through the ownprsiivoting
securities, by contract or otherwise.

“CONSOLIDATED CAPITALIZATION” shall mean Consolidated Tangible Net Worth of
Company and its Subsidiaries plus Debt.

“CONSOLIDATED DEPRECIATION AND AMORTIZATION CHARGES shall mean, for ar
period, the aggregate of all depreciation and amaiibn charges for fixed assets, leasehold impreargs and genel
intangibles (specifically including goodwill) oféh




Company for such period, as determined on a catetelil basis and in accordance with generally aedegtcountin
principles.

“CONSOLIDATED EBITDA” shall mean, for any period, Consolidated Net Incdoresuch perio
plus the aggregate amounts deducted in determmiiehh Consolidated Net Income in respect of (a) Glaretec
Interest Expense, (b) Consolidated Income Tax Es@eft) Consolidated Depreciation and Amortizatirarges, (¢
stock option expenses, up to an aggregate amouriveMillion Dollars ($5,000,000) per fiscal yeafrthe Compan
and (d) (i) extraordinary or non-recurring chargesjus (ii) extraordinary or norecurring cash gains, determinec
a consolidated basis in accordance with generattg@ted accounting principles.

“CONSOLIDATED INCOME TAX EXPENSE”shall mean, for any period, all provisions for ts
based on the gross or net income of the Companjudimg, without limitation, any additions to sutdxes, and ar
penalties and interest with respect thereto), dinfdaachise taxes of the Company, determined cnresolidated bas
and in accordance with generally accepted accagiptimciples.

“CONSOLIDATED INTEREST EXPENSE’shall mean, for any period, the interest expenséhe
Company for such period, determined on a cons@dléisis and in accordance with generally accegptedunting
principles.

“CONSOLIDATED NET INCOME” shall mean consolidated net income of the Company it
Subsidiaries as determined in accordance with gépexccepted accounting principles.

“CONSOLIDATED TANGIBLE NET WORTH?” shall mean the sum of (i) the par value (or v
stated on the books of the Company) of the capitalk of all classes of the Company, plus (or minu$he case of
surplus deficit) (i) the amount of the consolidhtsurplus, whether capital or earned, of the Compamd it
Subsidiaries, plus (iii) the amount of paid in d¢ahiless the sum of treasury stock, unamortizdat descount an
expense, goodwill, trademarks, trade names, pateotsurrent deferred charges and other intangible sisset an
write-up of the value of any asset, all determined oromsalidated basis for the Company and all Subsetiar
accordance with generally accepted accounting ipte

“COUNTY BONDS GUARANTY” shall have the meaning assigned to such term irinithecemer
Agreement.

“CREDIT AGREEMENT” shall mean the Credit Agreement, dated as of Jyrn20@5, among tt
Company, the Canadian Borrowers, the Banks, KeylNational Association, as Lead Arranger, Book Rurar&
Administrative Agent, and U.S. Bank National Assticn, as Syndication Agent, as amended, mod
supplemented, restated, replaced or refinanced timmmto time.

“DEBT” shall mean and include, (i) any obligation paydbleborrowed money (including capitaliz
lease obligations but excluding reserves for deterncome taxes and other reserves to the extanstich reserves
not constitute an obligation); (ii) indebtednesggide which is secured by any lien on property aiviy the
Company or any Subsidiary; (iii) guarantees, ergloents (other than endorsements of negotiableumsitnts fo
collection in the ordinary course of business) atter contingent liabilities (whether direct or irgtt) in




connection with the obligation, stock or divideradsany Person (other than under the Project Bongm&hty and tf
County Bonds Guaranty); (iv) obligations under aaytract providing for the making of loans, advanoe capite
contributions to any Person, in each case in otdenable such Person primarily to maintain workoagital, ne
worth or any other balance sheet condition or tp ghebts, dividends or expenses; (v) ledger balaramssignmen
and other similar arrangements but only to therextequired to be shown as debt on the consolidadéghce sheet
the Company in accordance with generally acceptedumting principles; (vi) obligations under anyhert contrac
which, in economic effect, is substantially equéralto a guarantee; (vii) the face amount of red@®s sold to ar
Person for the purpose of enabling such PersomdoriDebt or sell interests in such receivabledirtance th
purchase price of such receivables, and (viii) gongred purchase contracts which are required hben as debt «
the Company's consolidated balance sheet in acuoedaith generally accepted accounting principlest (no
including guaranteed purchase contracts to thenextat the obligations thereunder are not requicede shown ¢
debt on the Company's consolidated balance shesicordance with generally accepted accountingciples); all a
determined in accordance with generally acceptetbuatding principles. The term Debt shall not induéa
obligations under the Company's compensation oefiigrians in effect from time to time to the ext@ot required t
be shown as debt on the consolidated balance sehdéle¢ Company prepared in accordance with geryeaaitepte
accounting principles and (b) trade payables iretuin the ordinary course of business (includirdpgér balance
consignments and other similar arrangements) to dakient such trade payables (including ledger lals
consignments and other similar arrangements) areeqaired to be shown as debt on the consolidaatéghce sheet
the Company prepared in accordance with generadlg@ed accounting principles.

“DELAYED DELIVERY FEE” shall have the meaning spied in paragraph 2H(2).

“ERISA” shall mean the Employee Retirement IncomeeBity Act of 1974, as amended.

“ERISA AFFILIATE” shall mean any corporation which is a member ofsdu@e controlled group
corporations as the Company within the meaningeofien 414(b) of the Code, or any trade or busiméssh is unde
common control with the Company within the mearohgection 414(c) of the Code.

“EVENT OF DEFAULT” shall mean any of the events specified in paragiaahprovided that the
has been satisfied any requirement in connectidih such event for the giving of notice, or the ljod$ time, or th
happening of any further condition, event or anj &EFAULT” shall mean any of such events, whether or no
such requirement has been satisfied.

“EXCHANGE ACT” shall mean the Securities Exchanget Af 1934, as amended.

“EXCLUDED TRANSFER”shall mean any sell, lease, transfer or other dispa of any assets of t
Company or any Subsidiary which is either (i) madéhe ordinary course of business or (i) madéhe Company (
any Subsidiary and after giving effect to such seartion the Company's ultimate percentage ownerdhipe asse
sold, leased, transferred or other disposed ohbabeen reduced (giving the Company appropriaditfor indirect




ownership of assets by virtue of ownership throagi Subsidiary but only to the extent of the Conymapercentac
ownership of such Subsidiary).

“EXISTING AGREEMENT” shall mean that certain Note Purchase and Privagdf 8greement date
as of October 31, 1992 between the Company anceRtiatl

“FACILITY” shall have the meaning specified in pgraph 2A.

“FUNDED DEBT” shall mean with respect to any Person, all Delsuch Person which by its terms
by the terms of any instrument or agreement rejativereto matures, or which is otherwise payablesenthan on
year from, or is directly or indirectly renewable extendible at the option of the debtor to a datge than one ye
(including an option of the debtor under a revajvieredit or similar agreement obligating the lendedenders t
extend credit over a period of more than one yeam), the date on which Funded Debt is to be ddtexth

“GOVERNMENTAL AUTHORITY” shall mean
(@) the government of
() the United States of America or any state or gpioditical subdivision thereof, or

(i)  any other jurisdiction in which the Company or &@ubsidiary conducts all or any part of its busines
which asserts jurisdiction over any propertieshef Company or any Subsidiary, or

(b) any entity exercising executive, legislative, judicregulatory or administrative functions of.
pertaining to, any such government.

“GOVERNMENTAL OFFICIAL” shall mean any governmental official or employeeplyee of an
government-owned or governmeruntrolled entity, political party, any official ci political party, candidate 1
political office, official of any public internati@l organization or anyone else acting in an aficapacity.

“HEDGE TREASURY NOTE(S)"shall mean, with respect to any Accepted Note,Uhdéed State
Treasury Note or Notes whose duration (as detemnime Prudential) most closely matches the duratbrsuct
Accepted Note.

“HOSTILE TENDER OFFERshall mean, with respect to the use of proceedmpiNote, any offer -
purchase, or any purchase of, shares of capitak <16 any corporation or equity interests in anfjestentity, o
securities convertible into or representing thedberal ownership of, or rights to acquire, any lswghares or equi
interests, if such shares, equity interests, siesiror rights are of a class which is publiclydgd on any securiti
exchange or in any over-tloeunter market, other than purchases of such shemegy interests, securities or rig
representing less than 5% of the equity intereskeneficial ownership of such corporation or otéetity for portfolic
investment purposes, and such offer or purchasenbadeen duly approved by the board of directdrsuet
corporation or the equivalent governing body offsather entity prior to the date on which the Compeakes th
Request for Purchase of such Note.




“INDUCEMENT AGREEMENT” shall mean that certain Inducement Agreement daseaf March !
1996 between the Company and Prudential, a cophimh is attached hereto as EXHIBIT H.

“INITIAL CLOSING DAY” shall mean November 27, 1996.

“INSTITUTIONAL INVESTOR” shall mean Prudential, any Prudential Affiliate aary bank, bar
affiliate, financial institution, insurance comparpension fund, endowment or other organizationctvhiegularl
acquires debt instruments for investment.

“INTEREST COVERAGE RATIO"shall mean, for the most recently completed fosedi quarters
the Company, on a consolidated basis and in aceoedwith GAAP, the ratio of (a) Consolidated EBITD®A (b
Consolidated Interest Expense.

“ISSUANCE FEE” shall have the meaning specifiegpamagraph 2H(1).
“ISSUANCE PERIOD” shall have the meaning specifiegparagraph 2A.

“LIEN” shall mean any mortgage, pledge, security inteestumbrance, lien (statutory or otherw
or charge of any kind (including any agreementie @ny of the foregoing, any conditional sale threo title retentio
agreement, any lease in the nature thereof, andilithg of or agreement to give any financing stagnt under tr
Uniform Commercial Code of any jurisdiction) or aother type of preferential arrangement for theppse, or havin
the effect, of protecting a creditor against lossaxuring the payment or performance of an obtgat

“MATERIAL ADVERSE EFFECT” means a material adverse effect on (a) the busiogesation:
affairs, financial condition, assets or propertéshe Company and its Subsidiaries taken as aaylib) the ability ¢
the Company to perform its obligations under thige®ement and the Notes, (c) the ability of any &lidny Guarantc
to perform its obligations under its Subsidiary @Gumry, or (d) the validity or enforceability of ghiAgreement, tt
Notes or any Subsidiary Guaran

“MATERIAL INDEBTEDNESS AGREEMENT” shall mean any debt instrument, lease (ca
operating or otherwise), guaranty, contract, comnaiit, agreement or other arrangement evidenciegtered into i
connection with Funded Debt of the Company or amys&liary equal to or in excess of the amount o&iity Million
Dollars ($20,000,000).

“MULTIEMPLOYER PLAN” shall mean any Plan which is “anultiemployer plan” &s such term
defined in section 4001(a)(3) of ERISA).

“NOTES” shall have the meaning specified in parpbréa.
“OFAC” means the office of Foreign Assets Contkdhjted States Department of the Treasury.

“OFAC SANCTIONS PROGRAM'means any economic or trade sanction that OFAEsisansible fc
overseeing, administering and enforcing. A lisO6fAC Sanctions




Programs may be found latttp://www .treasury.gov/resouregenter/sanctions/Programs/Pages/Programs.aspx.

“OFFICER'S CERTIFICATE"shall mean a certificate signed in the name of Guenpany by a
Authorized Officer of the Company.

“PBGC” means the Pension Benefit Guaranty Corporationrregfeto and defined in ERISA or ¢
successor thereto.

“PERSON"shall mean and include an individual, a partnershipint venture, a corporation, a trust
unincorporated organization and a government ordepartment or agency thereof.

“PLAN” shall mean any “employee pension benefitrldas such term is defined in section
ERISA) which is or has been established or maietgiror to which contributions are or have been magethe
Company or any ERISA Affiliate.

“PRIORITY DEBT” shall mean, as of any time of determination therdaf aggregate amount, with
duplication, of (i) all obligations of the Compasgcured by Liens permitted by clauses (iv) or (Wparagraph 6B(;
and (ii) Debt of Subsidiaries, other (a) Debt af thanadian Borrowers owed to the Canadian Banksruhd Cred
Agreement, (b) Debt consisting of guarantees bystBidries of Debt of the Company so long as sudrantees a
permitted under paragraph 6B(10) hereof and (cX Deled by a Subsidiary to the Company or anothésisiary.

“PRIVATE SHELF CLOSING DAY”for any Accepted Note shall mean the Business Pagiied fo
the closing of the purchase and sale of such Rri8aelf Note in the Request for Purchase of sumntaterShelf Note
provided that if the closing of the purchase arld s& such Accepted Note is rescheduled pursuaptatagraph 2(
the Private Shelf Closing Day for such Acceptedd\&dr all purposes of this Agreement except papig2H(3), sha
mean the Rescheduled Closing Day with respectdb €losing.

“PRIVATE SHELF NOTE” and “PRIVATE SHELF NOTESShall have the meanings specifiec
paragraph 1.

“PROJECT BOND GUARANTY”shall have the meaning assigned to such term inrithecemer
Agreement.

“PRUDENTIAL” shall mean Prudential Investment Maeatent, Inc.
“PRUDENTIAL AFFILIATE” shall mean any Affiliate oPrudential.

“PURCHASERS”shall mean, with respect to any Accepted NotesPiiesons, either Prudential c
Prudential Affiliate, who is purchasing such AcaapiNotes.

“REQUEST FOR PURCHASE” shall have the meaning dptin paragraph 2C.




“‘REQUIRED HOLDER(S)”’shall mean, with respect to the Notes of any seateany time, the hold
or holders of at least 50.01% of the aggregatecjprah amount of the Notes of such series outstandirsuch time.

“RESCHEDULED CLOSING DAY” shall have the meaningesfied in paragraph 2G.

“RESPONSIBLE OFFICER”shall mean the chief executive officer, chief opiara officer, chie
financial officer or chief accounting officer ofdiCompany or any other officer of the Company iaedl principally
in its financial administration or its controlleigtiunction.

“SECURITIES ACT” shall mean the Securities Act &3B, as amended.

“SERIES” shall have the meaning specified in paapbrl.

“SERIES A NOTES”shall mean the 7.82% Series A Notes executed by tmpany pursuant to t
Existing Agreement in the original aggregate ppatiamount of $80,000,000 and due Decentheno2.

“SERIES B NOTES"shall mean the 6.60% Series B Notes executed bZdmepany pursuant to tl
Agreement in the original aggregate principal am@ifr$50,000,000 and due December 8, 2007.

“SERIES C NOTES’shall mean the 3.19% Series C Senior Notes exebytdte Company pursuant
this Agreement in the original aggregate princgrabunt of $120,000,000 and due July 1, 2022.

“SIGNIFICANT HOLDER” shall mean (i) Prudential or any Prudential Affdéiaso long as Prudent
or any Prudential Affiliate shall hold any Note any amount remains available under the Facilityiiprany othe
holder of at least 10% of the aggregate principabant of any Series of Notes from time to time tarding. To th
extent that any notice or document is requiredealelivered to the Significant Holders under thgrédement, suc
requirement shall be satisfied with respect to Bntid! and all Prudential Affiliates by giving nodi, or delivery of
copy of any such document, to Prudential (address@dudential and each such Prudential Affiliate).

“STATE SANCTIONS LIST” shall mean a list that is adopted by any state Gowental Authorit
within the United States of America pertaining &r$dns that engage in investment or other comnmexciavities ir
Iran or any other country that is a target of eeonitcsanctions imposed under U.S. Economic Sanctians.

“SUBSIDIARY” shall mean any corporation, association, partngyslited partnership, limite
liability company, joint venture or other businesgity of which more than 80% of the Voting Stockembershi
interests or other equity interests is owned ottrotied directly or indirectly by the Company, one@or more of tF
Subsidiaries of the Company, or a combination thfere

“TRANSFEREE” shall mean any direct or indirect transferee ofoalany part of any Note purcha
by any Purchaser under this Agreement.




“U.S. ECONOMIC SANCTIONS"means United States economic sanctions, includutgnbt limitec
to, the Trading with the Enemy Act, the InternatibiEmergency Economic Powers Act, the Comprehenisas
Sanctions, Accountability and Divestment Act or agignilar law or regulation with respect to Iran amy othe
country, the Sudan Accountability and Divestment, Any OFAC Sanctions Program, or any economic tears
regulations administered and enforced by the UiStates or any enabling legislation or executideprelating to ar
of the foregoing.

“U.S. ECONOMIC SANCTIONS LAWS’shall mean those laws, executive orders, enabdigglhtior
or regulations administered and enforced by thetddniStates pursuant to which economic sanction® leee
imposed on any Person, entity, organization, cquotr regime, including the Trading with the EnemygtAthe
International Emergency Economic Powers Act, tlaa IBanctions Act, the Sudan Accountability and Bimeent Ac
and any other OFAC Sanctions Program.

“VOTING STOCK” shall mean, with respect to any corporation, ayeshof stock of such corporat
whose holders are entitled under ordinary circuntsa to vote for the election of directors of swdmnporatiol
(irrespective of whether at the time stock of attyeo class or classes shall have or might haveggqower by reass
of the happening of any contingency).

10C. ACCOUNTING PRINCIPLES, TERMS AND DETERMINATIOBI All references in th
Agreement to “general accepted accounting prinsipshall be deemed to refer to generally accepted uaticm
principles in effect in the United States at theeiof application thereof. Unless otherwise spedifherein, a
accounting terms used herein shall be interpretédeterminations with respect to accounting matteereunder shi
be made, and all unaudited financial statements cantificates and reports as to financial matteguired to b
furnished hereunder shall be prepared, in accoedarnih generally accepted accounting principlesviiibistanding
the foregoing, if any change in generally acceecbunting principles from those applied in theppration of th
financial statements referred to in paragraph 8Bocxasioned by the promulgation of rules, regutest
pronouncements and opinions by or required by thar€ial Accounting Standards Board or the Americestitute o
Certified Public Accountants (or successors theoetagencies with similar functions), the initigipdication of whicl
change is made after the date of this Agreementaay such change results in a change in the methedlculatiol
of financial covenants, standards or terms founthis Agreement, the parties hereto agree that sunth time as tt
parties hereto agree upon an amendment to thissAgget addressing such change, such financial cotersaandare
and terms shall be construed and calculated agthsuch change had not taken place. The partietchagree 1
enter into good faith negotiations in order to athéme affected provisions so as to reflect sucloaaiing change
with the desired result that the criteria for ewilug the Company's financial condition shall be same after su
changes as if such changes had not been made. W8bdrherein, the term “financial statemesttall include the not
and schedules thereto. Any reference herein tospegific citation, section or form of law, statutele or regulatio
shall refer to such new, replacement or analogd@asian, section or form should such citation, sscttor form b
modified, amended or replaced. For purposes ofm@tieng compliance with the financial covenants teamed in thi
Agreement, any election by the Company to measaréean of Debt using fair value (as permitted bgt&ment ¢
Financial Accounting Standards No. 159 or any




similar accounting standard) shall be disregardetisaich determination shall be made as if suchietebad not bee
made.

11. MISCELLANEOUS.

11A. NOTE PAYMENTS. The Company agrees that, s@las any Purchaser shall hold any No
will make payments of principal of, interest on any YieldMaintenance Amount payable with respect to sucte|
which comply with the terms of this Agreement, biyeamransfer of immediately available funds forditgnot late
than 12:00 Noon, New York City local time, on theteldue) to (i) the account or accounts specifieithé applicabl
Confirmation of Acceptance (in the case of any &8vShelf Note) or (ii) such other account or aotein the Unite
States as such Purchaser may designate in wntotgjithstanding any contrary provision herein olamy Note witl
respect to the place of payment. Each Purchaseeaghnat, before disposing of any Note, such Paechaill make
notation thereon (or on a schedule attached theoétall principal payments previously made therama of the da
to which interest thereon has been paid. The Coppanees to afford the benefits of this paragrapA fo any
Transferee which shall have made the same agreers@atch Purchaser has made in this paragraph 11A.

11B. EXPENSES. The Company agrees, whether orheotransactions contemplated hereby she
consummated, to pay, and save Prudential, eachh&ec and any Transferee harmless against lialhditythe
payment of, all reasonable outjpécket expenses arising in connection with suchstaetions, including (i) ¢
document production and duplication charges andféles and expenses of any special counsel engagete
Purchasers or any Transferee in connection withAlgreement (other than with respect to the legas$ fand expens
incurred in connection with the Initial Closing Day any draw under the Facility), the transactionatemplate
hereby and any subsequent Company proposed mdidifiaaf, or Company proposed consent under, thise@gen
whether or not such Company proposed modificatiall $e effected or Company proposed consent giaated (ii
the costs and expenses, including attorneys' feesyred by any Purchaser or any Transferee inremig (ol
determining whether or how to enforce) any rightder this Agreement or the Notes or in respondingnty subpoer
or other legal process or informal investigativended issued in connection with this Agreement erttnsactior
contemplated hereby or by reason of any Purchaseday Transferee's having acquired any Noteudioh withou
limitation costs and expenses incurred in any hapikly case. The obligations of the Company undierghragrap
11B shall survive the transfer of any Note or mortthereof or interest therein by any PurchasemgrTransferee al
the payment of any Note.

11C. CONSENT TO AMENDMENTS. This Agreement may Imeeaded, and the Company may |
any action herein prohibited, or omit to perforny att herein required to be performed by it, if ®@empany she
obtain the written consent to such amendment, mctiamission to act, of the Required Holder(sjhef Notes of eac
Series except that, (i) with the written consenthed holders of all Notes of a particular Seriags] & an Event ¢
Default shall have occurred and be continuingheftiolders of all Notes of all Series, at the tonéstanding (and n
without such written consents), the Notes of sueheS may be amended or the provisions thereofedaio chanc
the maturity thereof, to change or affect the ppakcthereof, or to change or affect the rate oretiof payment ¢
interest on or any Yiel#iAaintenance Amount payable with respect to the dlotesuch Series, (ii) without the writ
consent of the holder or holders of all Notes attime outstanding, no amendment to or waiver efgfovisions ¢
this Agreement shall change or affect the provsiohparagraph 7A or this paragraph 11C insofar




as such provisions relate to proportions of thexgypial amount of the Notes of any Series, or tights of an
individual holder of Notes, required with respeztany declaration of Notes to be due and payabigithr respect t
any consent, amendment, waiver or declaration,with the written consent of Prudential (and ndahaut the writtel
consent of Prudential) the provisions of paragr&pmay be amended or waived (except insofar as amy
amendment or waiver would affect any rights or gditions with respect to the purchase and sale tdNwhich sha
have become Accepted Notes prior to such amendoremaiver), and (iv) with the written consent of af the
Purchasers which shall have become obligated tchpse Accepted Notes of any Series (and not witth@utvritter
consent of all such Purchasers), any of the pranwssof paragraphs 2 and 3 may be amended or waisefar as suc
amendment or waiver would affect only rights origafions with respect to the purchase and sald@fAccepte
Notes of such Series or the terms and provisionsuch Accepted Notes. Each holder of any Note attithe o
thereafter outstanding shall be bound by any cdresgthorized by this paragraph 11C, whether orsnoh Note she
have been marked to indicate such consent, bulNaigs issued thereafter may bear a notation rafgto any suc
consent. No course of dealing between the Compadyttee holder of any Note nor any delay in exengsny right
hereunder or under any Note shall operate as aewafvany rights of any holder of such Note. Asdukerein and i
the Notes, the term “this Agreemeriid references thereto shall mean this Agreemeihinasy from time to time t
amended or supplemented.

11D. FORM, REGISTRATION, TRANSFER AND EXCHANGE OFONES; LOST NOTES. Tt
Notes are issuable as registered notes withoutormun denominations of at least $1,000,000 exesptnay b
necessary to reflect any amount not evenly diwsiby $1,000,000; provided, however, that no suchimirr
denomination shall apply to Notes issued to, aradsupon transfer by any holder of the Notes tad&ntial or one ¢
more Prudential Affiliates or accounts managed tydBntial or Prudential Affiliates or to any otheartity or group ¢
affiliates with respect to which the Notes so issoe transferred shall be managed by a singleyentlie Compan
shall keep at its principal office a register inigththe Company shall provide for the registratadnNotes and ¢
transfers of Notes. Upon surrender for registratibtransfer of any Note at the principal officetbé Company, tt
Company shall, at its expense, execute and detimer or more new Notes of like tenor and of a likgragat
principal amount, registered in the name of suahsferee or transferees. At the option of the hadflany Note, suc
Note may be exchanged for other Notes of like temat of any authorized denominations, of a likeraggte princip:
amount, upon surrender of the Note to be exchaagéuke principal office of the Company. Whenevey alotes ar
so surrendered for exchange, the Company shat§ expense, execute and deliver the Notes whielhtihder makin
the exchange is entitled to receive. Each instaltnoé principal payable on each installment daterupach new No
issued upon any such transfer or exchange shatl thee same proportion to the unpaid principal amai such ne
Note as the installment of principal payable onhsdate on the Note surrendered for registratiorirafsfer o
exchange bore to the unpaid principal amount oh $licte. No reference need be made in any such ree td an
installment or installments of principal previouslye and paid upon the Note surrendered for regjisir of transfer «
exchange. Every Note surrendered for registratiomamsfer or exchange shall be duly endorsed,ecadcompanie
by a written instrument of transfer duly executey the holder of such Note or such holder's atipuhdy authorize
in writing. Any Note or Notes issued in exchangeday Note or upon transfer thereof shall carryrigbts to unpai
interest and interest to accrue which were catvethe Note so exchanged or transferred, so thttenegain nor los
of interest shall result from any such transfeexchange. Upon receipt of written notice from tioddbr of any Not
of the loss, theft, destruction or mutilation o€slWNote and, in the case of any such




loss, theft or destruction, upon receipt of sucldéis unsecured indemnity agreement, or in the cdsany suc
mutilation upon surrender and cancellation of SNoke, the Company will make and deliver a new Nofdike tenor
in lieu of the lost, stolen, destroyed or mutilaiéate.

11E. PERSONS DEEMED OWNERS; PARTICIPATIONS. Priodue presentment for registratiot
transfer, the Company may treat the Person in whasee any Note is registered as the owner and hofdaich Not
for the purpose of receiving payment of principahnd interest on, and any YieMaintenance Amount payable w
respect to, such Note and for all other purposeatsaever, whether or not such Note shall be overdnd th
Company shall not be affected by notice to the reoyt Subject to the preceding sentence, the haldany Note ma
from time to time grant participations in all oryguart of such Note to any Person on such termsanditions as me
be determined by such holder in its sole and absaliscretion.

11F. SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ENRE AGREEMENT. Al
representations and warranties contained heremmaate in writing by or on behalf of the Company oniectiol
herewith shall survive the execution and deliverthes Agreement and the Notes, the transfer byRumghaser of ai
Note or portion thereof or interest therein and pgment of any Note, and may be relied upon by Eiaysferee
regardless of any investigation made at any timergn behalf of any Purchaser or any Transferabjest to th
preceding sentence, this Agreement and the Notbsdyrthe entire agreement and understanding bettixeepartie
hereto with respect to the subject matter heredfsupersede all prior agreements and understancBiggig to suc
subject matter.

11G. SUCCESSORS AND ASSIGNS. All covenants andratigegeements in this Agreement conta
by or on behalf of any of the parties hereto shadtl and inure to the benefit of the respectiveceasors and assi¢
of the parties hereto (including, without limitatioany Transferee) whether so expressed or not.Cimepany she
not assign its rights under paragraph 2.

11H. DISCLOSURE TO OTHER PERSONS. The Company asleuges that Prudential, e:
Purchaser and each holder of any Note may delwgies of any financial statements and other doctsraglivered t
it, and disclose any other information disclosed,tby or on behalf of the Company or any Subsidia connectio
with or pursuant to this Agreement to (i) its dias, officers, employees, agents and professioor@ultants, (ii) ar
Purchaser or holder of any Note, (iii) any Instdotl Investor to which it offers to sell any Naie any part there
other than a Competitor, (iv) any Institutional &stor to which it sells or offers to sell a pagation in all or any pe
of any Note other than a Competitor, (v) any loitinal Investor from which it offers to purchasgyaecurity of th
Company, (vi) any federal or state regulatory aritihdraving jurisdiction over it, (vii) the Natiohassociation ¢
Insurance Commissioners or any similar organizatown(viii) any other Person to which such deliverydisclosur
may be necessary (a) in compliance with any laweg, megulation or order applicable to it, (b) irspense to ar
subpoena or other legal process or informal ingasitie demand, (c) in connection with any litigati® which it is .
party or (d) in order to enforce its rights undastAgreement. Subject to the disclosure permittettie first sentenc
of this paragraph, Prudential, each such Purchaaeh such holder and any Person designated bygfahg foregoin
Persons under paragraph 5C each agree to usddseiefforts to hold in confidence and not to diselor use (oth
than for internal purposes which shall not inclaay usage that would subject the Company or iise# to any fin
or penalty under any securities




laws or regulations) any Confidential Informatidi@onfidential Information”shall mean financial statements
reports delivered pursuant to paragraph 5A andratio@public information regarding the Company which
obtained pursuant to paragraph 5B or paragraphPRRQVIDED, HOWEVER, that such term shall not incl
information (x) which was publicly known, or othes& known to you at the time of disclosure, (y) b
subsequently becomes publicly known through nmeacimission by you or any of your agents or (z)akhotherwis
becomes known to you other than through disclosiyehe Company to you. For purposes of this papt
“Competitors” shall mean any Person which has (1) any of thewiatlg Standard Industrial Classification Cc
(“SIC Codes”):5084, 5085, and 5063, or (2) a pension or ben&dit maintained by a Person which has any o
foregoing SIC Codes. Prudential and each Purclssdl be entitled to rely on a certificate fromersdn that it is n
a “Competitor’of the Company. The Company shall be entitled talifgcor supplement in writing the foregoing £
Codes with the consent of the Required Holders lwbansent shall not be unreasonably denied.

In the event that as a condition to receiving asdesinformation relating to the Company or
Subsidiaries in connection with the transactionstemplated by or otherwise pursuant to this Agregmierudentia
any Purchaser or holder of a Note is required t@ago a confidentiality undertaking (whether thlgbuntraLinks
another secure website, a secure virtual workspacetherwise) which is different from this paragnaplH, thi:
paragraph 11H shall not be amended thereby anthe@seen Prudential, such Purchaser or such holadertta
Company, this paragraph 11H shall supersede ariyaher confidentiality undertaking.

111. NOTICES. All written communications providearfhereunder (other than communicat
provided for under paragraph 2) shall be sent ts¢ élass mail or nationwide overnight deliveryvses (with charge
prepaid) or by hand delivery or telecopy and (iJoifPrudential, addressed to Prudential at theesddspecified f
such communications in the Purchaser Schedulehalabereto or to such other address as Prudehdll Isave
specified in writing to the Company, (ii) if to amurchaser (other than Prudential), addressedcto Burchaser at t
address specified in the Confirmation of Acceptafiicéhe case of any Private Shelf Notes), or ahsather address
any Purchaser shall have specified in writing ® @ompany, and (iii) if to any other holder of axgte, addressed
such other holder at such address as such othéerhsihall have specified in writing to the Companyif any suc
other holder shall not have so specified an addmesise Company, then addressed to such other holdmre of th
last holder of such Note which shall have so sptiin address to the Company, and (iv) if to tleengany
addressed to it at Bearings, Inc., 3600 Euclid AvenCleveland, Ohio 44115, Attention: John R. VénittVice
President-inance and Treasurer, or at such other addredseaSompany shall have specified to the holderaat
Note in writing; provided, however, that any sucmenunication to the Company may also, at the oqpiidhe Persc
sending such communication, be delivered by angratieans either to the Company at its addressfigaeabove ¢
to any officer of the Company.

11J. PAYMENTS DUE ON NONBUSINESS DAYS. Anything in this Agreement or thetBl® to th
contrary notwithstanding, any payment of principélor interest on, or YieldMaintenance Amount payable w
respect to, any Note that is due on a date otlaar ¢hBusiness Day shall be made on the next suogeBdsines
Day. If the date for any payment is extended toniet succeeding Business Day by reason of theegheg sentenc
the period of such extension shall be includedhédomputation of the interest payable on suchrigssi Day.




11K. SEVERABILITY. Any provision of this Agreementhich is prohibited or unenforceable in :
jurisdiction shall, as to such jurisdiction, be fiieetive to the extent of such prohibition or unaeeability withou
invalidating the remaining provisions hereof, amg auch prohibition or unenforceability in any gdiction shall nc
invalidate or render unenforceable such provisiany other jurisdiction.

11L. DESCRIPTIVE HEADINGS. The descriptive heading$ the several paragraphs of -
Agreement are inserted for convenience only andad@onstitute a part of this Agreement.

11M. SATISFACTION REQUIREMENT. If any agreement iifecate or other writing, or any acti
taken or to be taken, is by the terms of this Agreset required to be satisfactory to any Purchdeeany holder ¢
Notes or to the Required Holder(s), the determomatif such satisfaction shall be made by such Rserh such hold
or the Required Holder(s), as the case may béharrgasonable judgment (exercised in good faitihefPerson «
Persons making such determination.

11IN. GOVERNING LAW. THIS AGREEMENT SHALL BE CONSTRED AND ENFORCED I}
ACCORDANCE WITH, AND THE RIGHTS OF THE PARTIES SHALBE GOVERNED BY, THE LAW OF THI
STATE OF ILLINOIS.

110. COUNTERPARTS. This Agreement may be executedny number of counterparts, eacl
which shall be an original, but all of which togettshall constitute one instrument.

11P. BINDING AGREEMENT. When this Agreement is extr and delivered by the Company
Prudential, it shall become a binding agreemenwéent the Company and Prudential. This Agreemerik alsa inure
to the benefit of each Purchaser which shall haeewed and delivered a Confirmation of Acceptaacel, each sui
Purchaser shall be bound by this Agreement toxteneprovided in such Confirmation of Acceptance.

11Q. INDEPENDENCE OF COVENANTS. All covenants herder shall be given independent ef
so that if a particular action or condition is pioted by any one of such covenants, the factithabuld be permitte
by an exception to, or otherwise be in compliandhiw the limitations of, another covenant shalt awoid (i) the
occurrence of a Default or Event of Default if swation is taken or such condition exists or (iany way prejudic
an attempt by the holder of any Note to prohibibtigh equitable action or otherwise the takingrof action by th
Company or any Subsidiary which would result inefdlt or Event of Default.




11R. AMENDMENT OF CERTAIN AGREEMENTS. Upon the exsion of this Agreement by t
Company and Prudential, paragraph 5 and 6 of thstieg Agreement are hereby amended in their dptge as t
read as set forth, respectively, in paragraphsdb6aof this Agreement and defined terms and crefsences used
paragraphs 5 and 6 of the Existing Agreement, aanded hereby, shall be deemed to have the respautaning
ascribed thereto in, and refer to paragraphs i, Algreement; PROVIDED, HOWEVER, that any referemncet
“Note” or “Notes” in the Existing Agreement, as amended hereby, shadin the notes issued under and pursui
the Existing Agreement. No termination of this Agmeent in whole or in part or any modification hdreall affec
the continued applicability of this paragraph ahé tovenants referred to herein to the ExistingeAgrent. |
addition, upon the execution of this Agreement by Company and Prudential (i) the amounts “$1,000,&nc
“$5,000,000” appearing in paragraph 7A(iii) of the Existing Agmeent are hereby deleted and the am
“$5,000,000 and “$10,000,00@Gire hereby respectively substituted therefor apgdragraphs 7A(xii) and 10C of 1
Existing Agreement and paragraphs 3(xi) and 5Bhef Inducement Agreement are amended and restattbii
entirety so as to read as set forth in paragrapfxiijfof this Agreement (in the case of paragragigxii) of the
Existing Agreement and 3(xi)of the Inducement Agneat) and 10C of this Agreement (in the case chigraph 10
of the Existing Agreement and paragraph 5B of titeitement Agreement).

Very truly yours,
BEARINGS, INC.

By:

John R. Whitten
Vice President and Treasurer

The foregoing Agreement is

hereby accepted as of the

date first above written.

PRUDENTIAL INVESTMENT MANAGEMENT, INC.

By:

Vice President




P. Scott von Fischer
Managing Director
Prudential Capital Group
Two Prudential Plaza
Suite 5600

Chicago, lllinois 60601

Telephone: (312) 540-4225
Facsimile: (312) 540-4222

Paul Miering

Managing Director
Central Credit
Prudential Capital Group
Four Gateway Center
100 Mulberry Street

Newark, New Jersey 07102

Telephone: (973) 802-2815
Facsimile: (973) 624-6432

Julia Buthman

Senior Vice President
Prudential Capital Group
Two Prudential Plaza
Suite 5600

Chicago, lllinois 60601

Telephone: (312) 540-4237
Facsimile: (312) 540-4222

Tan Vu

Vice President
Prudential Capital Group
Two Prudential Plaza
Suite 5600

Chicago, lllinois 60601

Telephone: (312) 540-5437
Facsimile: (312) 540-4222

EXHIBIT A
INFORMATION SCHEDULE

Authorized Officers for Prudential

Marie L. Fioramonti
Managing Director

Prudential Capital Group

Two Prudential Plaza
Suite 5600

Chicago, lllinois 60601

Telephone: (312) 540-4233
Facsimile: (312) 540-4222

William S. Engelking
Senior Vice President
Prudential Capital Group

Two Prudential Plaza
Suite 5600

Chicago, lllinois 60601

Telephone: (312) 540-4214
Facsimile: (312) 540-4222

Mathew Douglass

Vice President
Prudential Capital Group
Two Prudential Plaza

Suite 5600

Chicago, lllinois 60601

Telephone: (312) 540-5435
Facsimile: (312) 540-4222



EXHIBIT 10.1

SEPARATION AGREEMENT, WAIVER AND RELEASE

The parties to this Separation Agreement, Waiver Release (“Agreement”), Carl E. Will (“Employee&dinc
Applied Industrial Technologies, Inc., its affiés, parents, successors, predecessors, and subsidallectively
“Company”) agree that:

The Company employed Employee on amwditbasis, meaning that Employee or the Companydterminat
the employment relationship at any time and for @ason, not contrary to law. Employee and the Gompmow wisl|
to terminate their employment relationship effeetiFebruary 3, 2015 (“Separation Datef) a manner that
satisfactory to both Employee and the Company.

Employee and the Company, for the good and valuadnhsideration stated below, the sufficiency of ahhic
acknowledged, agree as follows:

1. In exchange for the Company’s promises set fortheihe Employee, including Employee’heirs
administrators, executors, spouse, if any, succgsestate, representatives and assigns and alisothaiming by ¢
through Employee, voluntarily and knowingly releasize Company, its parent companies, their subrsdiadivisions
affiliates, related companies, predecessors, ssocespartners, members, directors, officers, érsst employee
independent contractors, consultants, stockholdewsjers, attorneys, agents, benefit plans, subspgesurer:
representatives and assigns, whether alleged te hated in their official capacities or persondltplliectively
“Released Parties'3ompletely and forever, from any and all claimsjsss of action, suits, contracts, promise
demands of any kind, including but not limited toyalaims for severance payments or incentive paysnender th
Management Incentive Plan or any other plan or namog which Employee may now have, whether know
unknown, intentional or otherwise, from the begngnof time to the Effective Date of this Agreemerie Effective
Date of this Agreement is the date it is signedEmployee.

2. Employee understands and agrees that this Agreeowmrs all claims described in Paragrap
including, but not limited to, any alleged violatiof the Civil Rights Act of 1991; Title VII of th€ivil Rights Act o
1964, as amended; Americans with Disabilities AEmployee Retirement Income Security Act; the Wc
Adjustment and Retraining Notification Act; the FgnMedical Leave Actthe Age Discrimination in Employmen
Act as amended by the Older Workers Benefit Protean Act ; the Fair Labor Standards Act, to the ex
permitted by law; the Occupational Safety and Hed@tt of 1970; The Ohio Fair Employment Practicesm
including but not limited to O.R.C. Title 41 § 4102 et seq; the Ohio Fair Employment Practices L@QRC, Title 4:
§ 411201 et seq., as amended; the Ohio Commission Pol&tatement on AIDS; the Ohio Equal Pay Law, O.
Title 41 § 4111.13, 4111.17, and 4111.99, et sag.amended; retaliation for exercise of rights urtle Ohic
Workers” Compensation Law; Workers’ Compensationti/Aetaliation Act, Ohio Rev. Code 8§ 4123
Whistleblower Protection Act for Public Employe&3hio Rev. Code § 124.341; Ohio Whistleblower Stgt@hic
Rev. Code § 4113.52; Ohio State Wage Payment arrét Waur Laws -Ohio Rev. Code Ann. § 4111.01, et seq.; (
Political Action of Employees Laws; Ohio Witnesdaluror Leave Laws ©hio Rev. Code Ann. § 2313.18, et s
Ohio Voting Leave Laws - Ohio Rev. Code Ann. 8 3B89 et seq.; Ohio Military Family Medical Leave tAdOhic
Rev. Code Ann. 8§ 5906.01, et seq.; and any otlaée st local civil, labor, pension, wageur or human rights la
federal or state public policy, contract or tomjany claim arising under federal or state comraown including, bt
not limited to, constructive or wrongful dischargeintentional or negligent infliction of emotiondistress; and ai
claim for costs or attorney’s fees.




3. This Agreement does not include, and Employee dogsvaive, any rights or claims: (1) that may ¢
after Employee signs this Agreement; (2) for altkgeorkplace injuries that arise under any state@rkers’
compensation laws (Employee does waive and fullyase the Released Parties from any claims under Rév
Code 8§ 4123.90); (3) for benefits to which Employees a vested right under any pension plans; @t)dannot b
released by law; (5) to enforce this Agreemen(6drto participate in any proceedings before aniathnative agenc
responsible for enforcing labor and/or employmeawsd, e.g., the Equal Employment Opportunity Comiois
Employee agrees, however, to waive and releaseigimyto receive any monetary award from any prdoegs befor
an administrative agency responsible for enforciagor and/or employment laws. Nothing in this Agnes
(including the confidentiality and non-disparagemenovisions) shall be construed to limit Employeeight tc
participate in administrative proceedings, as deedrin this Paragraph 3, to provide informationai® agenc
responsible for enforcing unemployment compensdtws, or to file an action to enforce or to chagje the validit
of this Agreement.

4. Employee agrees that the terms of this Agreemait B kept confidential by him and shall not hétex
be disclosed by him to any third party at any timther than to Employeg’attorneys, taxing authorities, account:
or as otherwise required by law. Employee shallrsgloyees best efforts to ensure that the terms of thissAgrer
are kept confidential by Employee’s spouse, hassigns, attorneys, and the like.

4.1 Employee is not prohibited from disclosing the teraf this Agreement to Employee’
spouse, if any, attorney, if any, or accountana proceeding to enforce its terms, or as othervageaired by law ¢
court order. Should Employee receive legal paperprocess that Employee believes would require Bygd tc
disclose the terms of this Agreement, Employeel staify, in writing and within seven (7) days cdaeipt thereo
Terry Sobnosky, One Applied Plaza MS 56, Clevel®@iup 44115-5056.

5. In exchange for Employee’s promises contained heteé Company agrees:

5.1 To pay Employee the gross amount of $140,000.06s &mount shall be reduced
appropriate withholdings and deductions, and dhalpaid within 30 days of the Effective Date ofstiAigreemen
Employee acknowledges and agrees that Employea isntitled to this payment absent Emplogeexecution of th
Agreement.

5.2 To pay Employee the gross amount of $39,615.40esemting five weeks of vacati
less any time taken from January 1, 2015 throughSéparation Date. This amount shall be reducedpipyopriat
withholdings and deductions, and shall be paidiwi8® days of the Effective Date of this Agreement.

5.3 Employee will continue to receive Employseturrent benefits, if any, under
Companysponsored benefit plans for the period through daatyr28, 2015. After February 28, 2015, Employek
become ineligible to participate in the Companyéalth insurance program subject to Emplogesgght, if any, t
continuation coverage under COBRA. However, astemidil consideration for the promises and obligaicontaine
herein, and provided Employee elects to receivéirmoing coverage under COBRA following the SepamatDate, th
Company agrees to waive, through August 31, 204%,payment required for such coverage as provideteuth
health care program(s) subject to any approved gd®min coverage based on a qualified election, igpeolvtha
Employee has not obtained or been eligible to abltealthcare through another employer or spsuseaiployel
Thereatfter, if applicable, coverage will be madailable to Employee at Employaesole expense, i.e., Employee
be responsible for the full COBRA premium, for tieenaining months of the COBRA coverage period neadelable
pursuant to applicable law.




5.4 The Company recognizes that Employee may searcfulfetime employment. To ass
in these efforts, the Company will make availalmdeEmployee, at his option, outplacement servicesutfh ai
outplacement consultant selected by the Compansh Services will be available for a period not kzeed six (€
months or until Employee secures subsequent emg@olymvhichever occurs first.

6. The parties agree that if any provision of this @gment is declared illegal or unenforceable byanyi
of competent jurisdiction and cannot be modifiedb® enforceable, including the general releaseulage, suc
provision shall immediately become null and voahJing the remainder of this Agreement in full ®oend effect.

7. In compliance with the Older Workers Benefit Praitmt Act, Employee is hereby advised to consulh
an attorney regarding the terms, meaning and imgfattis Agreement. In addition, Employee underdtaand agre:
that: (a) by signing this Agreement, Employee wsigad releases any claims Employee might have stgaiy of th
Released Parties, including, but not limited to; elaims under the Age Discrimination in Employméat of 1967
(b) Employee has 21 days from the date of receipghis Agreement to consider whether or not to exedahis
Agreement; and (c) after Employee signs this Ages@mand it becomes effective, Employee has seves fdam tha
date to change Employese'mind and revoke the Agreement. To revoke the é&gent, Employee must clee
communicate the decision in writing to Barbara Bme&me Applied Plaza MS11, Cleveland, Ohio 4450341, by th
seventh day following the Effective Date of thisrAgment. Employee understands and agrees thatdsBoybloye:
revoke Employee release and waiver as to claims under the AgeriDigation in Employment Act of 1967, t
Company’s obligations under this Agreement will d&i@e null and void.

8. Employee declares and expressly warrants that Breels not Medicare eligible, that Employee is &
Medicare beneficiary, and that Employee is not wi0 months of becoming Medicare eligible; thatdogee is nc
65 years of age or older; that Employee is notesunff from end stage renal failure or amyotrophterdal sclerosi
that Employee has not received Social Security fitsrfer 24 months or longer; and/or that Employee not applie
for Social Security benefits, and/or has not beenietl Social Security disability benefits and i¢ appealing ar
denial of Social Security disability benefits.

8.1. Employee affirms, covenants and warrants that Eyg@das made no claim for illnes:
injury against, nor is Employee aware of any fattgporting any claim against, the Released Partidsr which th
Released Parties could be liable for medical exgemscurred by Employee before or after the exenutf this
Agreement.

8.2 Because Employee is not a Medicare recipient deeoflate of this release, Employe
aware of no medical expenses that Medicare paid@nghich the Released Parties are or could bediaow or i
the future. Employee agrees and affirms thathtoliest of Employes’knowledge, no liens of any governme
entities, including those for Medicare conditiopayments, exist.

9. Employee acknowledges that, through Employeemployment with the Company, Employee
acquired and had access to the Commarmdnfidential and proprietary business informatemd trade secre
(“Confidential Information”).Employee acknowledges and agrees that the Compahybjis the use or disclosure
its Confidential Information and that the Comparas ltaken all reasonable steps necessary to ptheskecrecy
such Confidential Information. Employee acknowlesigad agrees that “Confidential Informatiantludes any da
or information that is valuable to the Company anad generally known to competitors of the Compamnyothe
outsiders, regardless of whether the confidenti&rimation is in printed, written or electronic foy retained i
Employees memory or has been compiled or created by Emelapeluding but not limited to: strategic, techai]
financial, personnel, staffing, payroll, computerstems, marketing, advertising, merchandising, pcgdvendol
customer data, pricing, rebate information,




trade secrets, or other information similar to flw@going. Employee agrees that Employee has mbtrathe futur
will not use, or disclose to any third party, Caoleintial Information, unless compelled by law afesasonable advar
notice to the Company, and further agrees to retllrdocuments, disks, CDs, DVDs, drives, storageiaks or an
other item or source containing Confidential Infatian, or any other of the Compasyproperty, to the Compa
upon execution of this Agreement. If Employee hag question regarding what data or information wlobk
considered by the Company to be Confidential Infatran subject to this provision, Employee agreesaiatact Terr
Sobnosky, One Applied Plaza MS56, Cleveland, OBibl%-5056, (216) 426-4976.

10. Employee agrees that Employee will not, in any wdigparage the Company or any of the Rele
Parties. Further, Employee agrees that Employdenatiimake, nor solicit, any comments, statementshe like to th
media, or to others, that may be considered toelegatory or detrimental to the good name or bgsimeputation
the Company.

11. Employee agrees to fully cooperate with Compangnin litigation, claim or investigation that mays&
through and after the Effective Date of this Agream

12. Employee has been reimbursed for all business eegetinat are subject to reimbursement unde
Companys policies. Employee has reported any injuries ©Eyg® may have received during the cours
employment with the Company.

13. This Agreement contains the complete understantetgveen the parties, with the sole and linr
exception of Paragraph 11 of the Offer of Employtm@ttached as Exhibit A), which shall remain il force anc
effect. The parties agree that no promises or aggats shall be binding or shall modify this undamsgling unless
writing and signed by both parties.

14. This Agreement may be executed in multiple couratesp each of which shall constitute an original]
all of which shall constitute a single memoranduinEmployee signs a facsimile copy of this Agreemé&mploye:
will thereafter provide the Company with a confangnoriginal copy.

15. The validity, construction, and interpretation bist Agreement and the rights and duties of theigs
hereto shall be governed by the laws of the Stat®loo without regard to any state conflict of lawles. Any
payments and/or benefits provided under this Agmdnare intended to be compliant with or exemptnfrthe
applicable requirements of Section 409A of therimié Revenue Code of 1986, as amended, and thé&ategs an
guidance promulgated thereunder (“Section 409&iy avoid the imputation of any tax, penalty oefiast unde
Section 409A. This Agreement shall be construedimtedpreted consistent with that intent.




The parties agree that they have read this Agregrmaderstand and agree to its terms, and have ikigby
and voluntarily signed it on the dates written belo

CARL E. WILL

Is/ Carl E. Will DATE: 2-22-15
Individually, And In All Representative
Capacities

APPLIED INDUSTRIAL TECHNOLOGIES, INC.

By: /s/ Kurt W. Loring DATE: 22315
Its: VP-CHRO




EXHIBIT 15

May 4, 2015

Applied Industrial Technologies, Inc.
One Applied Plaza

Euclid Avenue at East 36th Street
Cleveland, Ohio 44115

We have reviewed, in accordance with the standafrttee Public Company Accounting Oversight Boaraied
States), the unaudited interim financial informatad Applied Industrial Technologies, Inc. and ddlzgies for the
periods ended March 31, 2015 and 2014, as indi¢atedr report dated May 4, 2015; because we digpadorm an
audit, we expressed no opinion on that information.

We are aware that our report referred to aboveghvisiincluded in your Quarterly Report on FormQ@er the
guarter ended March 31, 2015, is incorporated fareace in Registration Statement Nos. 33-534053851, 33-
65509, 333-83809, 333-69002, 333-124574, 333-1380&3 138054, 333-149183, and 333-179354 on FoBn S-
We also are aware that the aforementioned reparsupnt to Rule 436(c) under the Securities Adt3H3, is not

considered a part of the Registration Statemenugpeel or certified by an accountant or a reponpgmed or certified
by an accountant within the meaning of Sectionad Hl of that Act.

/s/ Deloitte & Touche LLP

Cleveland, Ohio



EXHIBIT 31
Cetrtifications of Disclosure in Quarterly Reportleorm 100

I, Neil A. Schrimsher, President & Chief Execut®éficer, certify that:

1.

2.

| have reviewed this quarterly report on Foi®dof Applied Industrial Technologies, Ir

Based on my knowledge, this report does natanomny untrue statement of a material fact ortéonstate a
material fact necessary to make the statements,malight of the circumstances under which sueteshents
were made, not misleading with respect to the pecavered by this report;

Based on my knowledge, the financial statememtd other financial information included in theport, fairly
present in all material respects the financial doomd results of operations and cash flows ofrbgistrant as

of, and for, the periods presented in this report;

The registrant's other certifying officer and | aegponsible for establishing and maintaining disate control
and procedures (as defined in Exchange Act Rulasl®g) and 15d-15(e)) and internal control oveaticial
reporting (as defined in Exchange Act Rules 13d}X56(d 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procgdaore
be designed under our supervision, to ensure thtdrmal information relating to the registrant,
including its consolidated subsidiaries, is madevkmto us by others within those entities, parachyl
during the period in which this report is beingpaeed,

b. Designed such internal control over finanaggarting, or caused such internal control overrfaal
reporting to be designed under our supervisiopyéwide reasonable assurance regarding the raiabil
of financial reporting and the preparation of fingh statements for external purposes in accordance

with generally accepted accounting principles;

c. Evaluated the effectiveness of the registralidcosure controls and procedures and presentilsi
report our conclusions about the effectivenessi@fdisclosure controls and procedures, as of theen
the period covered by this report based on sucluatian; and

d. Disclosed in this report any change in thestegint's internal control over financial reportihgt
occurred during the registrant's most recent figoalter (the registrant's fourth fiscal quartethia cas
of an annual report) that has materially affecteds reasonably likely to materially affect, the
registrant's internal control over financial repayt and




5. The registrant's other certifying officer anblve disclosed, based on our most recent evatuatimternal

control over financial reporting, to the registtar@uditors and the audit committee of the regissdoard of
directors (or persons performing the equivalenttiom):

a. All significant deficiencies and material weakges in the design or operation of internal cootrer

financial reporting which are reasonably likelyatversely affect the registrant's ability to record
process, summarize and report financial informaton

b. Any fraud, whether or not material, that inn@dvmanagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

Date: May 4, 2015 By: /s/ Neil A. Schrimsher

Neil A. Schrimsher
President & Chief Executive Officer




I, Mark O. Eisele, Vice President-Chief Financidfi€er & Treasurer, certify that:

1.

2.

| have reviewed this quarterly report on Foda L of Applied Industrial Technologies, Ir

Based on my knowledge, this report does natanomny untrue statement of a material fact ortéonstate a
material fact necessary to make the statements,naliight of the circumstances under which suetieshents
were made, not misleading with respect to the pecavered by this report;

Based on my knowledge, the financial statememtd other financial information included in theport, fairly
present in all material respects the financial doomd results of operations and cash flows ofrbgistrant as

of, and for, the periods presented in this report;

The registrant's other certifying officer and | aegponsible for establishing and maintaining disate control
and procedures (as defined in Exchange Act Rulasl®g) and 15d-15(e)) and internal control oveaticial
reporting (as defined in Exchange Act Rules 13d}X6(d 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procgdaore
be designed under our supervision, to ensure thtdrmal information relating to the registrant,
including its consolidated subsidiaries, is madevkmto us by others within those entities, partachyl

during the period in which this report is beingpaeed,

b. Designed such internal control over finanaggarting, or caused such internal control overriaal
reporting to be designed under our supervisiopyéwide reasonable assurance regarding the rahabil
of financial reporting and the preparation of fingh statements for external purposes in accordance

with generally accepted accounting principles;

c. Evaluated the effectiveness of the registralidcosure controls and procedures and presentilsi
report our conclusions about the effectivenessi@fdisclosure controls and procedures, as of theen
the period covered by this report based on sucluatian; and

d. Disclosed in this report any change in thestegint's internal control over financial reportihgt
occurred during the registrant's most recent figoalter (the registrant's fourth fiscal quartethia cas
of an annual report) that has materially affecteds reasonably likely to materially affect, the
registrant's internal control over financial repayt and




5. The registrant's other certifying officer anblve disclosed, based on our most recent evatuatimternal

control over financial reporting, to the registtar@uditors and the audit committee of the regissdoard of
directors (or persons performing the equivalenttiom):

a. All significant deficiencies and material weakges in the design or operation of internal cootrer

financial reporting which are reasonably likelyatversely affect the registrant's ability to record
process, summarize and report financial informaton

b. Any fraud, whether or not material, that inn@dvmanagement or other employees who have a
significant role in the registrant's internal cahwver financial reporting.

Date: May 4, 2015 By:__/s/ Mark O. Eisele

Mark O. Eisele
Vice President-Chief Financial Officer & Treasurer




EXHIBIT 32

[The following certification accompanies Applieddurstrial Technologies'
Quarterly Report on Form 10-Q for the quarter endadch 31, 2015, and is not filed, as providedppleable SEC
releases.]

Certification of Principal Executive Officer and
Principal Financial Officer Pursuant to
18 U.S.C. 1350

In connection with the Form 10-Q (the “Report”)Aybplied Industrial Technologies, Inc. (the “Coamy”) for the
period ending March 31, 2015, we, Neil A. Schrimseesident & Chief Executive Officer, and MarkElsele, Vice
President-Chief Financial Officer & Treasurer of Gompany, certify that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities Exdw
Act of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the financial
condition and results of operations of the Company.

/s/ Neil A. Schrimsher /s/ Mark O. Eisele
Neil A. Schrimsher Mark O. Eisele
President & Chief Executive Officer Vice President-Chief Financial Officer & Treasurer

Date: May 4, 2015

[A signed original of this written statement requairby Section 906 has been provided to Applieddtréal
Technologies, Inc. and will be retained by Appliadustrial Technologies, Inc. and furnished to 8seurities and
Exchange Commission or its staff upon request.]



