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SPECIAL CHARGES IN 1999 

During the second quarter of 1999, we recognized non-recurring expenses related to our recapitalization of $10.7 million. These recapitalization expenses consisted primarily of bonuses, special one-time recognition payments to employees, termination costs of a supplemental executive retirement plan and legal, accounting, public relations and other professional fees. In addition, during the second and fourth quarters of 1999, we recognized special charges of $8.9 million to increase our reserves for slow moving and obsolete inventory and our product warranty claims. The increase in slow moving and obsolete inventories was due to the introduction of new products in 1998 that did not sell in 1999, management's new emphasis on managing inventory levels, which is intended to reduce the amount of inventory on hand by more quickly disposing of slow moving and obsolete inventory. Previously, we were more reluctant to write off slow moving or obsolete inventory as our approach was to try to utilize the inventory if at all possible. Our current approach is to not carry slow moving or obsolete inventory for such lengthy periods but instead to dispose of this inventory to reduce the carrying costs and free up warehouse capacity The increase in warranty claim experience was due to an increase in warranty claim experience due to extended warranty periods. Also, during the third quarter of 1999, we recognized a non-recurring expense of $3.9 million related to the amortization of deferred financing charges associated with our subordinated bridge notes. 

The five facilities where production is being eliminated with the number of positions being eliminated and the final production dates are as follows: (1) Burgess Hill, UK; 148 positions, June, 2000, (2) Itasca, IL, USA; 248 positions, September, 2000, (3) Taipai, Taiwan; 216 positions; March, 2001, (4) Rolling Meadows, IL, USA; 26 positions; May, 2001, and (5) Hoenkirchen, Germany; 270 positions; September, 2001. Through September 2001, these actions will reduce our global workforce by 20 to 30%. 

We expect that the savings from the restructuring will be approximately $15 million annually. Although some benefits began to accrue in 2000 and will increase in 2001, the full impact of the benefits will not occur until 2002. These benefits also will be reduced by the amount of cost increases that are paid to remaining employees. In addition, during the next several months, we expect to divest the Ruf position sensor business. 

As a result of the restructuring charge this year and the recapitalization and special charges last year, we reported operating income of $37.4 million in 2000 compared to operating income of $25.1 million in 1999. After adjusting out the restructuring charge this year and the recapitalization and special charges last year, we had adjusted operating income of $55.9 million this year compared to $ 44.7 million last year. On an adjusted basis our operating income increased $11.2 million or 25% this year compared to last year. 

In connection with our recapitalization, we incurred $200 million of senior debt and $153 million of senior subordinated debt. As a result, interest expense was $43.3 million this year compared to $23.2 million last year (which had only a half year of the higher interest related to the recapitalization transaction).  As a result of the interest expense and taxes (and the restructuring charge in 2000 and the recapitalization and special charges in 1999), we reported a loss from continuing operations of $3.9 million this year compared to a loss from continuing operations of $6.3 million last year. 
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