CANAL-RANDOLPH CORPORATION
277 Park Avenue
New York, New York 10017

March 16, 1984

Dear Stockholder:

You are cordially invited to attend a Combined Special and Annual Mccung of Stockhoiders to be
held on Mondz). April-16, 1954/ The principal purpose .of this meeting is to act upon a Plan of
Completé Li naY )] which, if approved, will result in the sale or other disposition of
Canal- -Randolph's real estate assets, and the distribution 10 the stockbolders of-the net cash proceeds
{subject 10 a reserve for liabilities) from any real estate salcs, as well as the distribution to stockholders
of all of the shares of the Company’s wholly-owned subsidiary, United Stockyards Corporation, which
thereby will become a separate publicly-held company.

The proposcd Plan has been carefully idered, app d.and r ded to the khold
by the Board of ‘Directors as being in the bc>x |mcrc<ls of the stockholders, The attached Proxy
Statement describes the Plan.in detail and contains extensive financial and other information regarding
the business of the Company and United Stockyards Corporation.

I addition to considering and acting upon the Board's. proposal to adopt the Plan, the meeting is
called for the purpose of clecting directors, selecting auditors for the Company, and considering a
stockholder: proposal expected 1o be presented. The proposals are more fully described in the accom-
panying Proxy Statement. which you should carefully review.

1 urge- you to give this material your closest attention. It is important that your shares be
represented at tiie meeting whether or not ¥ou are able to atténd personally. Because of the special
importance of this meeting. 1 ask you'to complete, date, and sign the enclosed proxy and return 't
without delay in the attached postage-paid envelope. This will assure that your vote is counted in the
event you.are unable ¢ attend thie meeting;

Sincerely,

RaymOND FRENCH,
Chairman of the Board and President




CANAL-RANDOLPH CORPORATION
277 Park Avenue
New York, New York. 10017

NOTICE OF COMBINED SPECIAL AND ANNUAL
MFETING OF STOCKHOLDERS
to he held April 16, 1984

New York, New. York
March 16, 1984
T T STOCKHOLDERS OF Caval-Raxnoiri CORPORATION:

Notice is hercby given thatthe Combined Special and Annual Meeting {the “Mceting”} of stock-
holders of Canal-Randolph Corporation (the “Company™) will Be held on April 16, 1984 at 2:00
oclock P M. New York tiue. in the Auditorium on the 71+ Floor of the Chemical Bank Building, 277
Park Avenuc. New York, New Yoik (or the purpose o

1. Considering and acting. upon- 4 proposal 1o authorize and adopt a Plan of Complete

Liguidation and Dissolution of the Company (the “Plan"}, as more fully descrited in the accom-

panying Proxy Statement. providing ‘or. among other thingy:

(a) The sale or other disposition of all of the property and assets of the Company's real
estate business on such terms and conditions as the Board may determine, and. the distribu-
tion to the Company's stockholders of the cash progecds of such sufes and dispositicns, sbject
10 the establishment of a resesve fund Tor the labilitics and obligations of the Compr iy not
otherwise paid or discharged:

(b} The distribution to the Company’s stockholders of all of the outstanding shares of
the Company's wholly-owned subsidiary. United Stockyards Corporation {“United”);

() The transter v. all of the Company’s assets not so dispesed of or distributed and not
retained in such reserve fund, subject to related liabilitics. to @ newly-organized fiquidating
1rust or limited parinership (the ~Liguidating En 3. and the distribution to the Cem-
pany’s stoekholders of interests in the Liquidating Lnatity (provided that the Company’s
Roard, in its discretion, also may determine to distribute 10 the Company’s stockholders the
chares of one or more. subsidiaries of 1 Company ownine unsold operating real estate
property); and

(d) The dissolution of the Company, after dispositicn of its remaining Jabilities:

2. Flecting six directors;

3. Selecting auditors for the Company:

4. Considering & proposal expected 1o be presente by certain stockholders refating to limita-
tions on any new stock option plans of the Company: and

S Tramsating such further business as may properly come before the Mecting or any
adjournment thereof.

The Board of Directars has fixed the close of business on February 24. (984 as the record date for

- the determiination of stockholders entitled 10 notice of and 1o vote at the. Mecting and any adjourn-
ments thereof.

The Plan 2nd mai

agreements and transactions relzting thereto are described in the attached
Proxy Statement. Manag:ment wrges each stockholder to read the Proxy Statement carefully and
thereafter 1o sign. date and promptly teturn the enclosed proxy card. The affirmative vote of o
majority of the outstanding shares of Commaon Stock is required for approvat of the Plan

By order of the Board of Directors.,
Rostg; W. Hu T,
Secretary
Please Sign, Date and Mail the Enclosed Proxy




CANAL-RANDOLPH CORPORATION
. 1277 Park Avenue
New York, New York 10017
1212) 826-6040

PROXY STATEMENT

COMEINED SPECIAL AND ANNUAL MEETING OF STOCKHOLDERS
: to be held April 16, 1984

INTRODUCTION
General
This Proxy Statement and the enciosed form of Proxy are first being mailed on or about March
“16.19%4 10 stockholders of record on February 24, 19843 of Canal-Randelph Corporation, a Delaware
cnrporation {the “Company”) in copnection with the solicitation of proxies by the Board of Directors
of the Company for use at the Combined Special and Annual Mecting of Stockholders (ihe “Meet-
ing™) 10 be hicld on Aprit 16, 1984 a1 2:00 o'clock P.M., New York time. in the Auditorium on the 7th
Floor of the Chemical Bank Building, 277 Park Avenuc, New York, New York,

Thie prisicipal purposc of the Meeling will be 1o consider and act upen 2 proposal. recommended
by the Board: 10 adopt a Plan of Complete Liquidation and Dissolution.of the Company (the “Plan”}.
Aduption of the Plan and its implementation will result in a material. change in the naturc of your
investment in the Compauy. and you are urged 1o consider this Proxy Siatement carcfully.

The siockholders also will be requested to vole as to the election of six directors, sclection of
suditors for the Company and as 10-a proposal expected 10 be presented relating to limitations on any
new stock option plan of the Company.

Solicitation

1t 1 contémplated thar brokerage houses and other custodians and fiduciaries holding stock of
record for beneficial owners will be requested to forward solicitation material to the awners of the stock
and the Company intends to reimburse them: for their out-of-pocket expenses in onnection therewith.
D F. King & Co. Inc. has been retained 1o :ssist in.soliciting proxies for the Meeting at a fee payable
by the Company of §1.060. Directors, offices and some regular employees of the Company-also may
soficit proxics personally-or by ielepbone and telegraph but will not receive additional compensation for

-doing so.

VOTING

The Board of ‘Directors ‘has fixed February 24, 1984 as.the record date for determination of
stockbolders of the Company entitled to notice of, and 1o vote at, the Meeting. At that date, there were
outstanding 1:946,35% shares of the Company's Commen Stock. $1.per value pur share ("Common
Stack™). The presence at the. Meeting; in person or by proxy, of the holders of a majority of the shares
of Common Stock outsianding {773.278 shares) will eonstituie a quorum for the transaction of busi-
iess at'the Meeting.

Firch share s cntiticd 10 one votc respecting each matter, except that in connection with the
clection of directors cach stockholder will be entitled 10 as many voles as equal the number of such
tovkholder's shares multiplied by the number of directors (6) 10 be elected. and cach stockholder will
b able 1o cast all such votes for a single nominee or distribute them among any two or more nominees
10 be. elected. as such stockholder may see fit.” For a stockholder to distribute votes on a cumulative



n a pasticular manner on the enclosed Proxy, such stockholder must indicate the manner of such
distribution of such votes in the space provided on the Proxy, Unless such manner of distribution is.so
indicated. such shares will be voted cumulatively in the discretion-of the persons named as proxies on
the enclosed Proxy (the "Proxy Committee™ of the Board of Directors) so as to clect the maximum
number of the Board’s The Proxy- C i reserves the right not 1o vote any proxies
which are altered in any respect from the form submitted by the Board of Directors.

Assuming 4 quorum is present, (i) the affirmative vote of hoiders of a majority of the shares issued
and. outstanding is required for the appraval of the Plan, (ii) the affirmative. vote of holders of a
majority of the: shares represented at the Meeting is required for the selection of auditors for the
Company znd adoption of a stockholder proposal, if presented, with respect to stock optien plans; and
(i) the six nominces for direciors receiving the greatest number of votes cast at the Meeting will be
eiected. ' All of the carrent officers and directors of the Company have indicated their intention to vote
in favor of the Plan all of the 484,494 shares of Common Stock (approximately 31% of the number
outstanding) owned by them or by entities they control. In addition, Rea Brothers Plc. (of which Sir
Walter Salomon. a director of the Company. and Mr. Jocelin Harris, a new nominee for director, are
Chairman of the Board and a director, respectively) has indicated that it will scek voting instructions
from'its investment company customers, who currently own in the aggregate 237,750 shares (approxi-
mately 15%), after such customers have received and reviewed this proxy statement. ‘Each of Rea
Brothers Plc. and its subsidiaries Rea Brothers (Guernsey) Limited and Rea Brothers (Isle of Man)
Limited has indicated that i will determine whether it will vote the other shares held by it for
discretionary account customers (currently- 26,316 shares, 142,300 shares and 1.800 shares, respec-
tively) in favor of the Plan, absem contrary instructions from such customers, upon receipt and rcvncw

of this proxy statement. Sce “Proposed Plan of Complete Liquidation and Dissoluti B:

of and Reasons for the Plan: Board Recommendation™ and *Certain Beneficial Owners™. Bascd upon
the forcgoing, believes that app I'of the Plan is likely.

The prosies propérly completed and signed and received prior to the Meeting will be voted in
socordance with the instructions: of the persons executing the same but, unless instructed to the con-
trary, the: proxies will be voted “FOR™ theé Plan. “FOR” the election of the Board of Directors®
nominees as directors, " FOR™ the selection of Arthur Andersén & Co. as auditors and “AGAINST”
the proposal expected to be presented by certain stockholders. relating to limitations on. new stock
‘option plans of the Company. Management knows of no business that will be presented to the Meeting
ather than as'set forth in this Proxy Statement. ~If any other matter properly comes before: the
Mécting, the Proxy Committee of the Board of Directors will vote on such matters in accordance with
their best judgment, absent contrary instructions from the stockholder on any specific Proxy.

Any Proxy may be revoked by the stockholder giving it at any time prior to its being voted by
filing with the Secretary of the Company an instrument of revocation or a duly executed Proxy bearing
a laler date. Any Proxy also may be revoked by a stockholder's attending the Meeting and voting in
person.



SUMMARY OF PLAN OF COMPLETE LIQUIDATION AND DISSOLUTION

The following is a summary of information contained in more detail elsewhere in this Proxy
Statement. The summary should be read in conjunction with, and is qualified by, the more dewziled
information herein. including the financial information and statements and the Exhibits hereto, ANl
descriptions of documents in this Proxy Statement are qualified by reference to those documents,

Principal Elements

The principal elements of the Plan of Complete Liguidation and Dissolution of the Company (ti.¢
“Plan”) are:

1. The sale or other dispesition of all of the property and assets of the real estate busines: of
the Company and its subsidiarics on such terms and conditions as the Board may determine, and
the distribution 10 the Company’s stockholders of the cash proceeds of such sales and dispositions,
subject (o the establishment of a reserve fund (the “Reserve Fund™) for the-liabilitics and abliga-
tions of the Company and its subsidiaries not otherwise paid or discharged:

2..-The distribution to the Company’s stockholders of all of the ouwstanding shares of the

Company's wholly-owned subsidiary, United Stockyards Corporation (“United™), currently
engaged in.the ownership. and operation or lease. of stockyards;

3. The ransfer of all of 1he assets of the Company and its subsidiarics not so disposed of or
distributed and not retained in the Reserve Fund, subject to related liabilities, to a newly-
organized Liquidating trust or limited partnership (the “'I iquidating Entity™), and the distribution
1o-the Company's stockholders of interests in the Liquidating Entity (provided that the Company's
Board: in its discretion and without further stockholder approval, also may determine to distribute
10 the Company’s stockholders the shares of onc or more subsidiaries of the Company owning
unsold operating real estate property): and

4. Dissolution of the Company. after disposition of its remaining liabilitics.

The Plan is intended. 10 comply with Section 337 of the Internal Revenue Code (the “Code™). and
accordingly all of the assets of the Company, other than those held in the Reserve Fund, must be
dispesed of or distributed within 12 months of adoption of the Plan by the Company’s stockbolders.

Notwithstanding stockholder approval, the Board, at any time prior o dissolution, may abandon
the Plan should it find on the basis of subsequent events that liguidation and dissolution is sot in the
best interest of the Company or its stockholders. The Board also may amend or modify the Plan,
generally without further stockholder approval, is it determines such action would be in the best
interest of the Company or its stockholders.

Reasons for the Plan

In the opinion of the Board. sale of the assets of the Company and its subsidiarics related to their
real estate business should praduce nct cash substantially i excess of their net book value und a per
share amaunt which, when taken-together with the value of the United shares to be distributed for cach
share of the Company’s Common Stock, will exceed the prices at which the Company’s Common Stock
generally traded in recent years prior 10 the first public announcement of consideration being given to
liquidation-of the Company. See “Price Range of Common Stock: Dividends™ and “Proposed Plan of
Complete  Liguidation and Dissolution-—Background ™ of and: Reasons. for the Plan: Board
Recommendation™.

The disposition of the rsal estate business: will leave the Company principally with cash, certain
liabilities, miscellaneous assets and shares of United stock. and the Board has determined that, rather
than embarking on a program to invest the cash proceeds, it is in the stockholders’ interest to liquidate
the Company and distribute those proceeds (subject 10 @ reserve) and the Company’s shares of United

w




«tock {on a basis of three shares of United stock for each share of the Company’s Commen Stock) to its
stockholders, who will then be in a position to make their own determinations as to disposition of the
cash and stock. Sce “Proposed Plan of Complete Liquidation: and Dissolution—Background of and
Reisons-for the Plan: Board Recommendation™ and “—Interest of Certain Persons in the Plan™.

Interest of Certain Persons in the Plan

Mr. Raymond: French, Chairman of the Board and President of the Company and Chairman and
President of United, will continue 10 receive his salary from the Company (currently a: the annual rate
of $205,000) uatil the distribution of the United shares 1o the Company’s stockholders, and thereafter
will receive a salary from the Company at a reduced rate determined by the Board of Directors of the
Company at the.time. United's Board has determined that, commencing upon the distribution of the
United shares. Mr. Franch also will receive a salary from United as its Chairman and President at the
annual rate of $250,000, and ‘Asher B, Edelman, Vice Chairman of the Board of the Company, will
receive a salafy as Vice Chairman of United at the annual rate of $150,000. In addition. the disposi-
tion of Mr. French's outstanding options to purchase additional shares of the Company’s Common
Stock are discussed under “Proposed Plan of Complete Liquidation and Dissolution—Effect on the
Company’s Stock. Option Plan'and Pension Plan™.

If the Liquidating Entity:is a limited partnership, Mr. French will serve as its managing general
partner and a corporation controtied by Mr. Edelman will act as the other general partner. "Such
general partners will receive an aggregate salary from the partnership at the annual rate of $100,000,
atlocaied 566,000 to Mr. French and $34,000 to the corporate general partner. .If the Liquidating
Entity is a trust, Mr. French and Mr. Edelman will serve as trustees and receive an aggregate fee of
$50,000 per annum, zllocated $33,000 to Mr. French and $17,000 to Mr. Edelman. See “Proposed
Plan of Complete Liguidation and Dissolution—Interest of Certain Persons in the Plan”,

Four of the six current directors of the Company, and a new nominee for director of the Company,
will continue as dircctors of United after the distribution of the United shares. See “*United Stockyards
Corporation—Management™,

Sale of Real Estate Operations

The Company has ownership interesis in and operates scven office buildings throughout the
United States. 1n addition, the Company owns approximately 2,360 acres of rural property in upstate
New York and two additional parcels of undeveloped land in llinois and California adjacent 1o its
office buildings located there. Sce “Business of the Company™.

The Company has engaged Brooks Harvey & Co.. Ine. ("Brooks Harvey™), an affiliate of Morgan
Stanley & Co. Incorporated, as its exclusive agent through July 30, 1984 for.the sale of its office
building interests. As of March 9,-1984, letters of intem have been exceuted relating 1o the sale of
three affice buildings and certain refated Jand parcels. and « contract has been executed relating 10 the
sale of one additional office building, calling for sales prices, net of related indebtedness and estimated
expenses (including maximum cstimated fees 10 Brooks Harvey), aggregating approximately
$301,057.000. See “Proposed Plan of Complete Liguidation and Dissolution—Real Estate Disposi-
tions™ for a description of the terms of Brooks Harvey's engagement and of the letters of intent and
sale contract. The'letters of intent are not binding documents and there can be no assurance that
contracts for the sale of the properties covered thereby will be entered into or consummated. The sale
contract is subject to various material conditions in addition to normal real estate closing conditions,
and, accordingly, there can be no it will be d. However, sale of the properties
pursuant to the terms seu forth in the letters of intent and contract of sale are not conditioned upon
approval of the Plan and; should the other conditions of sale be satisfied, the Company currently
intends, and may be obligated, to sell such properties even if the Plan is not approved. Sale of the




praperties on such basis would be iaxable to the Company, and any distributions of the net proceeds
thereof to:the stockholders, if made, would be treated as dividends {10 the extent of the current and
accumulated earnings and profits of the Company).

The prices at which the Company will be able to sell propertics not yet subject 10 letters of intent
or contract of salc (or the properties subject to such sale proposals if the sales are not consummated)
will vary depending on various factors beyond: the Company’s control, including, without limitation,
changes in mortgage and other interest rates, the pendency or resolution of litigation relating to certain
of the properties, and. in particular. the demand for office space in the markets in which the Company’s
buildings are focated. The Company will seek 1o sell as many of its remaining propertics as possible
during the onc-year liguidation period. and may not obtain as high a price for a particular property as
it could secure if the Company did not seek to liquidate its real estate interests as promptly as possible.

Cash Distributions to Stockholders

Management is unable to estimate the total amount which will be distributed 10 stockholders if the
Plan is adopted. f the sales of the four office buildings and certain related parcels of land under letiers
of intent and a contracl of sale at March 9, 1984 (see “Proposed Plan of Complete Liquidation and
Dissolution—Real Estate Dispositions”) are consummated, the estimated net proceeds would make

" available for distribution approximately $60 per share of Common Stock: based on the assumptjons set

forth under “Canal-Randolph Corporation and Subsidiaries and the Liquidating Entity—Condensed
Pro Forma Consolidated Financia! Statements™, excluding $8,000,000 to be retained in the Reserve
Fund out of such proceeds. It is contemplated that cash distributions would be made 1o stockholders as
soon as practicable following closings of rcal estate sales, although such distributions could be delayed
at the discretion of the Board. ‘Sec “Cash Distributions™. |

Subsequent distribations will be made in the discretion of the Board of Directors (and, after the
liquidating distribution of unsold assets to the Liquidating Entity. by the general partners or trustees,
as the case may be. of the Liquidating Entity) as additional assets zre soid and the Reserve Fund is
reduced. Any excess.remaining after the satisfaction or disposition of all reserved iabilities promptly
will be distributed to stockholders. Sce “Proposed Plan of Complete Liquidation and Dissolu-
tion—Contingent Liabilities; Reserve Fund™:

Distribution of United Shares to Stockholders

Management currently anticipates that the distsibution of the shares of Common Stock of United
(the “United Shares™) will occur within 60 days of approval of the Plan at the Meeting. but such
distribution could be delayed if a substantial portion of the Company's real ¢state assets have not been
sold prior thereto. The shares will be distributed 1o the stockholders of the Company. on the basis of
three Lnited Shares for each share of the Company's Common Stock, on a record date for the
distribution selected by the Company's Board ‘of Directors. ' United intends to apply to the American
Stock’ Exchange to list the United Shares upon their distribution, and anticipates approval of such
listing prior to the date of distribution of such shares (the “United Distribution Date"), although there
can be no'assurance 10 such effect,

Following the distribution, United will continue to carry on its stockyards business. In addition,
United's Board contemplates that United may engage in the acquisition, development and manage-
ment of real estate, various forms of arbitrage and other financial transactions.” See “United Stock-
yards Corporation™.

The Liquidating Entity and its Management

I the assets of the Company (other than those in the Reserve Fund) remaining unsold at the end
of the one year liguidation period include operaling assets, such as operating real estatc, all such assels
(subject 1o the discretion of the Company’s Board. 10 determing to distribute 10 the Company’s stock-
holders the stock of one or more of the Company's subsidiaries owning unsold operating real estate




property). and certain related. liabilities, wifl be transfered to a limited partnership; otherwise, such
assors and liabilities will be transfered o a liquidating trust, In either case, such Liquidating Entity
will continue 10 seek to dispose of such assets.

If the Liquidating Entity is a limited partnership (the “Partnership™). the general pariners of the
Partnership will be Mr.' Raymond French, President and Chairman of the Board of the Company, as
managing general partner, and a corporation organized and controlled by Mr. Asher B. Edelman, who
is a director and principal stockholder of the Company. The general partners of the-Partnership will
reccive aggregate compensation from the Partnership of $100.000 per year, allocated $66,000 to Mr.
French and 534,000 to the corporation. Sec “The Liguidating Entity—The Limited. Partner-
ship—Management” -and “Certain Beneficial Owners™.

If the Liquidating Entity is a trust (the “Liquidating Trust™), the initial liquidating trustees will
be Messrs. French and Edelman, who will receive aggregate remuneration from the trust of -$50,000
per year, allocated $33,000 to Mr. French and $17.000 to Mr. Edelman. Sec “The Liquidating
Entity—The Liguidating Trust—M . .

1f, prior 1o the formation of the Liquidating Eatity, any of the persons or entities named above are
unable or unwilling to serve in the capacities indicated. the Board of Directors of the Company will
designate a substilute.

Prior to the transfer of assets to the Liquidating Entity, the Board of Directors of the Company
will determine whether the limited partnership interests (or assignee units thereol) or trust interests of
the Liquidating Entity will be transferable or nontransferable {except by opersation of law or upon
death). The Board's determination will take into account the aggregate value of the assets transferred
to the Liguidating Entity, tax matters and the impact of dompliance with applicable securities faws.
Even if tzansferable, such interests will not be Jisted on a national securities exchange and the extent of
any tradipg markets therein cannot be predicted.

Management of the Company After Transfer to Liquidating Entity

. The only activities of the Company after the transfer of assets, and certain related Jiabilities, to
the Liquidating Entity will be to provide for the Company's remaining fiabilities and 10 wind up its
affaics, The Company's operating costs. including legal fees in connection with ongoing litigation, will
be paid out of the income and principal of the Reserve Fund, Sce “Proposed Plan of Complete
Liquidation and Dissolution—Canduct of the Company During and After the Liguidation Period”.
Certain oficers of the Company, including Mr. French, are expected to continue 10 serve as executive
officers of the. Company after the transfer of assets to the Liquidating Entity, and it has. not been
determined at this time whether a change in the composition of the Company's Board will occur.

No Appraisal Rights
Stockholders are not entitled to any rights of appraisal or simifar rights of dissenters under
Delaware law in connection with approval or consumsmatien of the Plan.

Effect on the Company’s Stock Option Plan and Pension Plan

To facilitaté implementation of the Plan in 2 manner which will not adversely affect optionees
under the 1981 Non-Qualified Stock Option Pian of the Company (the “Option Plan”), the Company,
pursuant to the Plan, intends to accelerate exercisability of all options to the date upon which stock-
holders approve the Plan and 16 terminate the Option Plan and all options outstanding (hereunder 60
days after such stockholder approval. In addition, the Company intends to make a cash offer for
surrender of all options with the amount of cash offered to be based upon the difference between the
average of 1he closing market prices of the Common Stock for the two-week period following approval
of the Plan and the oplion exercise price of $23.1625 per share. To the extent that the cash offer is not
accepted and (he options are not exercised, the Stock Option Plan Committec of the Company's Board




will determine, in its'sole discretion, the method of compensaling optionees whose options are
terminated.

1t is expected that consummation of the Plan will result in a termination of the Company's pension
plan and as a result thereof employees will become fully vested and entitled to receive theit pension
benefits upon reaching retirement age. It is expected that these retirement benefits will be provided
through the purchase of znnuity contracts using assets currently in the pension fund which manage-
ment believes will be sufficient, on the basis of the latest actuarial valuation. to fund the purchase of the
annuity contracts. Employces of the Company who become employees of United and certain current
employees of both the Company and United will become participants in the United pension plan and
their pension benefits at retirement will be funded partially by an annuity contract and partiaily by the
United pension plan.

Federal Tax Consequences

Gain or loss from distributions pursuant to the Plan will be recognized by each stockholder
measured by the difference between (a) such stockholder’s adjusted basis for his or her shares of the
Company's Common Stock, and (b) the cash distributed to such stockholder plus the fair market vaiue
on the date of distribution of the United shares (and shares of other subsidiaries, if any, distributed to
stockholders) distributed to such stockholder plus the stockholder’s pro rata share of the net fair
market value on the date of transfer of the assets distributed to the Liquidating Entity. Generaily, any
gain or loss will constitute capital gain or loss if such shares are capital assets in the hands of the
stockholder.. For tax purposes. the distributions first will be applied to reduce the stockholder’s basis in
the Company's Common Stock (calculated separately for cach share owned by the stockholder), which
means there will be ne taxable gain 1o a holder of the Company’s Common Stock except to the exient,
il any. that the cumulative value of the distributions exceed the stockholder’s basis in the Company's
shares.

With certzin exceptions, no gain or loss will be recognized by the Company with respect to its
sales of assets pursuant 10 the Plan. Any tax liability incurred by reason of these exceptions would
reduce the amount distributed 10 stockholders. See “Income Tax Consequences of the Plan™.

While no Federal income tax will be imposed on the Liquidating Entity, interestholders in the
Liquidating Entity (the “Interestholders™) will be required to take into account, in computing their
Federal income tax. their allocable share (as determined pursuant to the Partnership or Trust Agree-
ment) of the Liquidating Entity's. income. gains, losses, deductions and credits, without regard to
whether they have received any cash distributions,

However, recognition of gain or loss by stockholders (rather than treatment of distributions by the
Company as dividends), nonrecognition of gain or Joss by the Company and the tax consequences to the
Liguidating ‘Entity and its Interestholders all are & dent on ization of the Liquidati
Entity.as a partnership or trust, as the case may be, rather than as an association taxable as a
corporation; for: Federal income tax purposes. If thie Liguidating Entity is a Parinership, the Company
intends 10 request a ruling from the Internal Revenue Service (the “Service™), and counsel 16 the
Company expects to render-an opinion, that the Partnership will be characterized as a partnership for
Federal income tax purposes. If the Liquidating Entity is a Liquidating Trust, counsel to the Company
cxpects 1o render an opinion that the. Liquidating Trust is to be characterized as a trust for Federal
income tax purposes. 1l a favorable ruling or opinion of tax counsel is not obtained prior to the transfer
of assets to thic Partnership or Liquidating Trust, the Company would be required to dispose of all its
assets within the 12-month liquidation period in order to avoid recognition of gain o Joss.

See “The Liquidating Entity~—The Limited Partnership—Federal Income Taxes™ and “—The
Liquidating Trust—Federal Income Taxes”.




DEFINITIONS

For the convenience of the reader. the following are the definitions of certain terms used fre-
quently in this Proxy Statement.

AMEX oo American Stock Exchange

Code .................... Internat Revenue Code

Company ................ Canal-Randolph Corporation and, unless the
context otherwise requires, its consolidated sub-
sidiaries

Common Stock ......... . Common Stock, 51 par value per share. of the
Company

Final Record Date. .. .. ... Date on which unsald assets of the Company arc

transferred. to the Liquidating Entity and as of
which the Interests wiil be distributed

Holders of the Interests

Limited partnership interests (or possibly, if the
interests are transferable, assignse units of im-
ited partnership interest) or benefcial trust in-
terests, as the case may be. in the Liguidating
Entity

Last day of the Liguidation Period

Limited partnership or liquidating trust to which
unsold assets (other than the Reserve Fund and
the stock of any subsidiaries distributed 10 the
Company’s stockholders). and certain related
liabilities, of the Company are transferred

Interestholders

Interests ... ..

Liguidation Date
Liguidating Entity .

Liquidation Period. . ....... Twelve month period following adoption of the
Plan by the stockholders

Meeting. ...........: .... Combined Special and Annual Meeting of
Stockboldurs of the Company to be held April
16, 1984

NYSE ... New York Stock Exchange

Partnership........ ...... Canal-Randoiph Limited Partnership, a-limited

parinership which will be the Liquidating Enti-
ty, if the Liquidating Entity is a parinership
Plan. . ... Plan of Complete Liguidation and Dissolution of
the Company. in the form of Exhibit A to this
Proxy Staternent
Reserve Fund ... ... . Funi 10 be ereated and held by the Company to
provide for liabilities not otherwise satisfied
Internal Revenue Service
Canal-Randolph Liguidating Trust, a New York
trust which wil! be the Liquidating Enuty, if the
Liquidating Entity is a trust

Service

United . ............0..... United Stockyards Corporation and. unless the
context otherwise requires, its consolidated sub-
sidiaries

United Distribution Date ... Date of distribution of United’s shares to the

Company’s stockholders




PROPOSED PLAN OF
COMPLETE LIQUIDATION. AND DISSOLUTION
General

The Compeny. is proposing for approval by stockhalders at the Mecting a. Plan. of -Complete
iiyuidation and Dissolution of the Company. ‘A copy of the Plan is attached as Exhibit A 1o this Proxy
Statement.

Background of and Reasons for the Plan; Board Recommendation

The Board of Directors believes that the public market in the Company’s Commen Stock gener-
ally has failed adequately to reflect the underlying values of the Company’s assets (see “Price Range of
Common Stock: Dividends™), in part as a result of the cffcet on its financial statements of generally
accepted aceounting principles which requirc the Company to charge depreciation of its properties
against reported income, while prohibiting a write-up of operating propertics to current market values.
Thus. investors do not have available the information necessary to enable them 1o evaluate the Com-
pany's cconomic value,

Management of the Company believes that many of its real estate properties would have a value,
upon sale, substantially in.¢xcess of Lheir carrying amount on the Company’s books. Prior Lo 1983, the
Company hzd sold certain properties and considered the sale of others, and had intended to reinvest the
net proceeds of sales into new real estate propertics. However, the composition of the Board of
Dircetors 'of the Company changed on April 20, 1983 {sec “Certain Litigation—Settlement of Proxy
Contest™). and the Board now belicves that it would be in the best interest of the Company’s stock-
holders 16 dispose of the Company's real estate operations and distribute the net’ proceeds to the
stockholders, rather than reinvest them, to zllow stockholders to make their own choices as to use of the
cash.

{f the: Company’s real estate assets are sold for prices which, in the aggregate, approximate
manzgement’s ¢stimate of present realizable value, management believes that the stockholders would,
upan distribution of the net proceeds of such sales in liquidation and receipt.of the United shares as
discussed below, receive an aggregate value exceeding the prices al which the Company’s Common
Stock generally traded in‘recent years prior to the first public announcement that liguidation of the
Company would be considered. Management's conclusion in this regard is supported. in its opinion, by
the fact that as of March 9. 1984, letters of intent for the sale of three office buildings and certain
related land parcels, and a contract for the sale of onc additional office building, have been executed,
calling for aggregate net proceeds to the Company of approximately $101.057,000, after deducting
related indebtedness of approximately $29.762,000 as of January 31,1984 and estimated Linkerage,
closing and other costs. as well us estimated ax liabilivics, aggregating approximately $17.731.000. "As
of January 31. 1984, such aggregate act proceeds exceeded the aggregate book equity of such proper-
ties {carrying amount less related mortgages) by approximately $89,006.000, To the knowledge of
management, the purchaser under each letter of intent and the contract of sale is unaffiliated with the
Company.

1n view of the consistent history of the stockyards business in’ providing <ash in éxcess of its
operating needs, the Board determined that the stockholders” interests would be served best by the
continued opcration of Lhe stockyards business as & public company, with the cash such business is
expected 10 continue to generate to be used for expansion and diversification of United's business. In
addition. United's Board believes that the independent public status-of United will increase United’s
ability 1o oblain commercial eredit. allow United 10 offer employee incentive plans related solely 1o the
stock performance of United as a means of retaining its existing employees and as' a means. of
attracting new. management personnel, and enable United’s management 1o concentrate its energy and
skill in the area of its own curient business activities and diversification thereof.
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Accordingly, the. Board determined that it is in the stockholders’ best interest to liquidate the
Company during a 12-month period-under Section 337 of tke Internal Revenue Code (the “Code™), as
such liquidation will not result in the imposition of tax. at the corporate level, on-most of the gains
reatized by the Company upon sale of its assets and thereby will maximize the proceeds available for
distribution to stockhclders. On January. 11, 1984 the Board voted unanimously to recommend. the
Plan'to stockbolders. In approving the Plan, the Board recognized that stockholders, depending on
their basis in the Common:Stock, may be required io recognize taxable capital gains upon receipt of
distributicris in-liquidation and upon the transfer of the remaining assets to the Liquidating Entity (sec
“Income Tax Consequences of the Plan) and that stockholders’ interests in the Liquidating Entity
might ot be marketable (depending upon the Board's determination at the time}. Nevertheless, the
Board has luded that such disad: ges are outweighed by the Plan’s advantages, and strongly
recommends adoption®of the Plan:

Current officers and directors of the Company who own, or control entities which own, an aggre-
gate of 484,494 shares (approximately, 31%) of the Company’s outstanding Common- Stock, have
indicated their intention to v e in favor of the Plan. In addition, Rea Brothers Plc. (of which Sir
Walter Salomen, a director of ‘the Company, and Mr. Jocelin Harris. a new nomince for director, are
Chairman-of the Board and a director, respectively) has indicated. that it will scek voting instructions
from its investment company customers, who currently own in the aggregate 237.750 shares (approxi-
mately 15%), after such cusiomers have received and reviewed this proxy statement. Each of Rea
Brothers Plc. and its subsidiaries Rea Brothers (Guernsey) Limited and Rea Brothers (Isle of Man)
Limited has indicated that it will determine whether it will vote the other shares held by it for
discretionary account customers (currently 26,316 shares, 142,300 shares and 1,800 shares. respec-
tively) in favor of the Plan, absent contrary instructions from such customers. upon receipt and review
of this proxy statement. See “Certain Beneficial Owners™. Based upon the foregoing, management
believes that approval of the Plan is likely.

Principal Provisions of the Plan; A or A d

The Plan, as recommended by the Board of Directors, is annexed as Extibit A. This description is
qualified in its entirety by reference to such Plan. Pursuant 1o the Plan:

{a) The Company will seck to sell or dispose of all of the property and asscts related to its
real estate business, including interests in seven office buildings and various Jand parcels. In the
case of propertics subject to letters of intent, such sales are subject to the execution and consum-
mation of definitive sales contracts which are expected to reflect the terms proposed and, ir the
case of the property currently subject to a contract of sale, such sale will be made pursuant 1o the
terms of such contract,if consummated. Otherwise, the sales wili be made on such terms as are
approved by the Board or, to the extent sales are not consummated. during the 12-month period
following adoption of the Plan (the “*Liquidation Period”). unsold real estate assets will be trans-
ferred to the Liquidating Enmity (which:will be a limited partnership if such assets include operat-
ing real estate and otherwise will be a liquidating trust) and sold on terms approved by its genera!
pariners or trustecs, as the case may be (subject to the Board's discretion 1o determine to.dis-
tribute to stockholders the stock of one or more of the Company's subsidiaries owning unsold
operaling real estate property). Sec “Business of the Company”™. “Real Estate Dispositions™
below and “The Liquidating Entity".

(b} The cash proceeds of such sales will be distributed from time to time during the Liquid-
ation Period pro rata to the Company's stockholders on the record dates selected by the Board for
such distributions, subject to the establishment of 2 Reserve Fund by the Company in an amount
{currently anticipated 1o be $10,400.000) determined by the Board to be sufficient to satisfy the
liabilities and obligations of the Company not otherwise paid or discharged. The net balance, if
any, of the Reserve Fund remaining after payment or discharge of ail such liabilities and obliga-
tions also will be distributed to the Company’s stockholdess. See “Cash Distributions™ and
*Contingent Liabilities; Reserve Fund™.
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{c) Al options outstanding under the Company’s 1981 Non-Qualified Stock Option Plan
{the “Option Plan™} will become immediately exercisable, and the Option Plan and all outstand-
ing aptions will terminate 60 days after approval of the Plan. The Company expects 10 make a
cash offer 1o optionces 1o surrender thei~ options for the cash difference between the average of the
closing market prices of the Common Stock for the two-week period follawing approval of the
Plan and the exercise price of $23.1625 per share. 3ec “Effcet on the Company's Stock Option
Plan.and Pension Plan™ below,

(d) The Company will distribute all of the outstanding.shares of United on a date currenly
anticipated to oceur within 60 days of adoption of the Plan (the “United Distribution Date™),
although the distribution could be delayed if a substantial portion of the Company’s real estate
assets have not been sold prior thereto, Such distribution will be made pro rata to the Company’s
stackholders ‘of record as of a date selected by the Board. United intends to apply to the
American Stock Exchange (the “AMEX?”) for the listing of the shares of its Common Stock (the
*Lnited Shares™) and anticipates approval of such listing prier 10 the United Distribution Date,
although there can be no assurance to such effect.

{e) Shorily prior 1o the last day of the Liquidation Period (the “Liquidation Date™), the
Company will close its transfer books, and thereafter will not record any transfer of the Common
Stock and will not issuc any new stock certificates. Sce “Listing and Trading-of the Common
Stock, United Shares and Interests in the Liquidating Entity” and “Surrender of Certificates for
Common Stock™ below.

(f) I alt the Company’s assets arc not sold during the Liquidation Period, the Company,
prior 10 the Liquidation Date. will transfer the assets not sold (subject to a determination 10
distribute the stock of onc or-maore of its real cstate subsidiarics) or reserved, subject to certain
related fiabilities, 10 the Liquidating Entity, as well as cash sufficient. in the opinion of the Board,
to enable the Liquidating Entity to pay the costs of administering its assets. conducting a program
of sale of such assets and distributing the proceeds thercof to its Interestholders. The Company
will distribute. pro rata to the holders of its Common Stock, in complete liquidation, limited
parinership interests (or assignee units thereof) or beneficial interests (“Interests™), as the casc
may be.'in the Liquidating Entity and any remaining cash, other than the Reserve Fund held by
the Company. See “The Liquidating Entity™ for a discussion of, among other things, the form,
management and tax attributes of the Liquidating Entity, and “Listing and Trading of the Com-
mon- Stock. United Shares and lnterests in the Liquidating Entity™ for a discussion of the
markezability. (or lack thercal) of such Interests.

(2) Afler disposing of its remaining liabilitics, the Company will ccase all activitics and
dissolve,

Under the Plan, if the directors determine by virtuc of any event (such as the inability of the
Company 10 consummale 1he sale of iis assels or 1he occurrence of cvents which would, in the Board's
opinion, adversely aflect the anticipated tax consequences of the Plan to the Company or its stock-
DOMCES) OCCUFTING SuDSCGUER 10 200p1on of 1He Plan an@ prior 10 he £iieniive daic of a soriicaie of
dissalution uader Delaware law. that liquidation and dissolution is aet in the best interests of the
Company or its slockholders. the Board may direct that the Plan be abandoned. The Company
neverifictess may sause the performance of any contrast for the sale af assets theretofore exccuted
which the direciors deem io be in the best interests of the Company. and the current proposals for the
sale- of real cstate arc not conditioncd on approval of 1he Plan.  Sce "Real Estate Disposi-
tions—Properties under Letters of Intent or Contract for Sale™ below.

The Board also may amend or modify. the Plan, 3f it determines such: action 1o be in the best
interests of the Company -or its stockholders, without the necessity of further stockhalder approval
unless the Board determines that such amendment or modification would materially and” adversely
affect the stockholders™ interests,
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Interest of Ceriain Persons in the Plan

Officers and current- directors of the Company as a group beneficially own a total of 484,494
shares (approximately 31%) of the Company’s Common Stock {which amount excludes substantial
additional shares beneficially owned by Rea Brothers Ple. of which Sir Walter Salomon, a director of
the Company. and Mr. Jocclin. Harris, a new nominee for director, are Chairman of the Board and a
director. respectively). - Accordingly, should such stockhaldings be maintained, on the liquidation such
persons will beneficially own a proportionate number of United Shares and Interests in the Liquidating
Entity and will reccive cash- distribr -~ s pro rata to their record ownership.  See “Election- of
Dircctors—Information - Concerning ctors, Nominecs and Sharc Ownership™ and “Certain
;Beneficial Owners™,

Mr. Raymond French. Chairman o1 the Board of the Company and President of the Company and
United, will continué 10 receive his salary- from the Company {currently at the annual-rate of
$203.000) until the United Distribution Date, and thereafter will receive a salary from the Company at
a reduced rate determined by the Board of Directors of the Company at the time. See “Conduct of the
Company During and Afier the Liquidation Period”. United's ‘Board has determined that. commenc-
ing on the United Distribution Date, Mr. French also will receive a salary as Chairman and President
of United at the annual rate. of $250.000, and Asher B. Edelman. Vice Chairman of the Company's
Board. will continue as Vice Chairman of United at an annual salary of $150,000. Four of the six
current directors of the Company, plus Mr.-Jocelin Harris, 2 new nominee for director of the Coim-
will continue on United's eight member Board after the United Distribution Date. See *United
vards Corporation--- Management™, In addition. certain officers and key employees of the Com-
pany will receive a cash offer from the Company for the surrender of all options held by them, Sce
“Effeet en 1he Company’s Stock Option' Plan and Pension. Plan™ below.

If the Liquidating Entity is a limited purtnership, Mr. French and a corporation controlied by Mr.
Edelman will serve 45 its general partners and receive aggregate compensation of $100,000 per vear,
allocated $66.000 10 Mr. French and $34.000 to such corporation. If the Liquicating Entity is a trust,
Messrs. French and Edelman will serv its trustees and reccive an annual aggregate fec of $50,000,
allocated $33.000 1o Mr. French and $17.000 to Mr. Edetman. See “The Liquidaiing Entity™.

Effect on the Company’s Stock Option Plan and Pension Plan

Under the Option Plan there were outstanding as of March 1. 1984 options 16 purchase an
aggregate of 7.825 shares of Common Stock of the Company at an cxercise price of $23.1625 per
share. Options for 3,475 shares currently are ciercisable. While the Option Plan provides for actions
to be taken in connection with mergers and similar transactions, it docs not contain cxpress provision
for « liquidation of the Company, such as that contemplated by the Plan. which involves cash and
propert distributions and a subsequent dissolution of the Company. In order 10 facilitate implementa-
tion of the. Plan m a manner which will not adversely affect optianees under the Option Plan, the
Company. pursuant 10 the Plan, expects to take the following actions with respect.to the Option Plan:

1. All outstanding options under the Option Plan will become immediately exercisable upon
stockholder approval of the Plan, and the Option Plan and all outstanding options thereunder will
terminate 60 days after stockholder approval of the Pian,

2. Shortly after stockholder approval, the Company. will make a cash offer to optionees for the
surrender ~f all options outstanding under the Option Plan. The amount of cash offered to each
optionee will be based upon the difference between the average closing price of the Common Stock on
the New York Stock Exchange (“NYSE™) for the two-week period following stockholder approval and
the exercise price of $23.1625.. Based on the closing market price of the Commen Stock on the NYSE
of $90 on March 8, 1984, the total cost 1o the Company should all such.cash offers be accepted would
be approximately $523.000. and the aggregate cash payments to the executive officers of the Company
(see “Executive Compensation™), including Mr. Frenich, would be approximately $286,000 (in each
case, based on the number of options outstanding at March 1. 1984). The offer may be accepted by
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any optionec during the 15-day period following the close of the two-week period described above and,
during such :15-day period, the Company may terminate the offer if an event occurs which, in the
judgment of the Board of Directors, has a material adverse effect on the Plan or the financial condition
of the Company. It is expected that optionees who accept the offer will be paid promptly-after the close
of such. 15-day period. ‘To the extent the cash offer is not accepted. the Stock Option Plan Committee
of ‘the Board of Directors, in its sole discretion, will determine the method of compensating those
optionces who failed to-accept the cash offer or exercise their options and whose options therefore
terminated 60 days after siockholder approval.

It is expected that consummation of the Plan will result in 2 termination of the Company's pension
plan. Accordingly, all employees who are participants in the Company's pension plan will become fully
vested and entitled to receive their pension benefits upon reaching retirement age. It is expected that
these retirement benefits will be provided through the purchase of annuity contracts for each individua}
using ‘assets currently in the pension fund. Assets currently in the pension fund excecd the actuarially
computed present value of the plan liabilities as of December 31, 1982, the date of the latest actuarial
valuation, and management believes that they will be sufficient to fund the purchase of the annuity
contracts.

Employees of the Company who become employees of United and certain employees of both the
Company and United will.become participants in the United pension plan and will be credited for
vesting and’ benefits with their respective years-of service and earnings while they were with the
Company. It is cxpected that the retirement benefits payable under the United pension plan to these
employces will be computed by dividing the employee’s actual years of service with United by the total
years‘of service with United and the Company and multiplying the fraction derived by the amount
payable unider the United pension plan, Pension benefits payable under the United pension plan will be
in addition 1o benefits payable under-the Company’s pension plan.

Real Estate Dispositions
General

Thé Company, through subsidiaries, has ownership interests in and operates seven office buildings
located in Chicago, Illinois, Los Angeles, Anaheim and Orange County, California, Birmingham,
Alabama: New York, New York and Paterson, New Jerscy. The Company also owns, through sub-

. sidiarics, approximately 2,300 acres of rural property in upstate New York and additional parcels of
undeveloped. fand in Chicago and Los Angeles adjacent to its office buildings located there. See
“Business of the Company™ for a description of such interests and properties including, in certain
cases, litigation, rights of first refusal or other potential limitations on the Company's ability to freely
dispose of its interests.

In anticipation of the Plan, the Company entered into an agreement with Brooks Harvey & Co.,
Inc. (*Brooks Harvey"}, dated October 27, 1983, pursuant to which Brooks Harvey is engaged through
July 30, 1984 to render consulting, planning anc. financial service: with respect to, and to act as
exclusive agent for the sale or refinancing of, the Company’s office building properties. Brooks Harvey
has received. a fee of $50,000 for its advisory services, and, in addition to the reimbursement of
expenses, is entitled to a fee of 2% of the sales price of any properties less outstanding debt on such
property and; if applicable, less the cost to the Company (up 10 an aggregate maximum of $10 million)
of purchasing any tenancy-in-common or limited parinership. interests in the properties. Brooks
Harvey is entitled to such fees for sales consummated during the engagement period regardless of
whether it located the buyer. and is. further entitled to such fees with respect to sales consummated
within six months of termination of the engagement if made 1o designated buyers located by Brooks
Harvey during the term of its engagement. The cxclusive sales agency arrangement does not extend to
the Company's undeveloped land parcels.
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Properties Under Letters of Intent or Coniract for Sale

Subsidiarics of the Company have entered into three letters of intent (the “Letters of Intent™) and
one contract of sale for the disposition of four of the Company's commercial properties and certain
selated Jand parcels, the terms of which are described below. The Letters of Intent relate 10 the
properties known as.the Barker Brothers Building {together with certain adjacent Jand) in Los Angeles,
Catifornia. One North Western Center in Chicago, Illinois 2nd Union Bank Square in Orange County,
California. The contract of sale relates to 156 William Street in New York, New York. The Letters of
Intent are not binding agreements but set forth the general terms on which the parties propose to-enter
into-formal binding contracts of sale for the subject propertics. Such terms include the various
conditions which must be satisfied prior 10 sale of a property. certain of which must be satisfied prior to
the execution of a contract of sale and certain of which would be reflected in the contract of sale as
conditions. to closing. The satisfaction of certain of these conditions may be beyond. the Company's
control, such as the purchaser’s satisfaction with the results of its inspection and “due diligence”, and
the obtaining of the related morigagee’s consent to the prospective purchaser. Accordingly, while the
Company intends o negotiate in good faith toward binding contracts of sale and to consummate such
sales, there can be no assurance that the letters of intent will result in binding contracts of sale nor that
any contracts of sale that are executed will be consummated. In the course of negotiations, the terms of
the proposed sales could be modified, additional closing conditions could be added, the purchase price
could be revised, or the transactions could be terminated.

None of the Letters of Intent nor the contract of sale provide that the obligation of the Company
10 sell the properties is conditioned upon approval of the Plan, and, if the other conditions to sale are
satisfied; the Company currently intends, and may be obligated, to sell such properties and to consum<
mate such sales even if the Plan is not approved. Should such salés be consummated and the Plan not be
adopted, the sales would be taxable transactions to the Company and any distributions of. the net
proceeds thereof to the stockholders would be treuted as dividends (to the extent of ‘the current and
accumulated earnings and profits of the Company).

For ease of reference herein and because, should the sale proposals described herein be consum-
mated. the Company in clect will succeed ‘to the interests and- liabilities of the particular selling
subsidiarics, the term “the Company™ is used herein rather ‘than referring to the specific selling
subsidiaries.

Barker Brothers Building. On'March 1, 1984, two of the Company’s wholly owned subsidiaries
entered into a Letter of Intent for the sale of the Barker Brothers Building and certain land adjacent
thereto {colicctively, the “Barker Brothers Property”). For a deseription of the Barker Brothers
Property, including information regarding a related litigation discussed below and mortgages encum-
bering the property, see “Business of the Company-—Commercial Office Properties” and “'—Vacant
Land™. The Leter of Intent provides, among other things, that the sale of the Barksr Brothers
Property is conditioned upon the execution of a binding contract of sale on or before March 31, 1984
and the obtaining of certain third party rights by the purchaser.  If the coniract is not executed
by March 31, 1984, the sale transaction may be terminated without further liability or recourse to
cither party.

The purchase price for the Barker Brothers Property is to. be $57,950,000 in cash, of which
$6,000,000 i5 payable intn escrow as a deposit upon the execution of the contract of sale and the
balance is to be paid at closing. The closing is to occur not later than June 29, 1984, The Company
would pay the brokerage cummissions due Brooks Harvey and a second broker involved in the transac-
tion, and all other closing costs and adjustments will be allocated between the parties in accordance
with local practice. The Company will be required to prepay the mortgages encumbering the Barker
Brothers Propeity with a. portion of the purchase price.

As more particularly discussed under the description of the Barker Brothers Building in **Business
of the Company-—~Commercial Office Properties”, the Company currently is involved in litigation (the
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“Houschold Litigation™) with a tenant in the Barker Brothers Building, Household Merchandising,
Inc. (“Houschold™), which seeks, among other things, 1o retake possession of the third and fourth floors
in-the Building which it previously released. The Letter of Intent. provides that the contract of sale will
contain the following provisions related to the litigation:

{(a) If the Houschold Litigation has not been settled or a final judgment has not been
obtained: (a “Disposition™) on’ or- before the closing date; at the closing the Company shall be
required to deliver to'the purchaser two irrevocable and unconditional letters of credit, each in the
“amount of $4,000,000, in respect of cach of the two floors in the Barker Brothers Building which
are the subject of the Houschold Litigation. If on or before December 31, 1487 a Dispesition of
the Household Litigation has been reached which does not award Household occupancy of either
floor; the letters of credit will be cancelled and the Company shall have no further Jiability to the
purchaser in connection with the Household Litigation. 1f such Dispesition awards Household
occupancy-of either or both such floors, the purchaser shall have the right to receive $4,000,000
for each floor so awarded to Houschold. “If no Disposition is reached by December 31, 1987, the
Company's letters of credit will be cancelled and- the Company will pay to the purchaser
$8.000.000 against delivery to the Company of the purchaser’s letiers af credit in such aggregate
amount and remaining in effect until Disposition of the Household Litigation. If a Disposition
favorable to the Compan\ thereafter is reached, the purchaser will refund the $8,000,000 to the
Company. uch Disposition awards Household occupancy of either or both such
floors, the purchaser’s letters of credit will be cancelled and it will keep $4,000,000 paid to it by
the Company for each floor awarded 10 Household.

(b) At the closing, the Company, as tenant, will enter into.a lease for the third fioor of the
Barker Brothers Building commencing on January 1, 1985 at an annual rent of $700,000, and for
the fourth floor at an annual rent equal 1o the rent otherwise payable under the existing fourth
floor lease with the tenant currently in the space vacated by Household.  If a Disposition of the
Houschold Litigation has not been reached by December 31, 1987, the rental obligation under
both leases will ‘be adjusted to conform'to the rent that would have otherwise been payable by
Household under its leases for such space. The Company’s rental obligations for the third floor
must be secured by a letter of credit, and for the fourth floor must be seciired by an assignment of
the current tenant’s rent o a letter of credit. During the teria of both leases, the Company shall
have the right 1o sublet the leased premises, but shall be liable for not more than $80.000 of any
increased mai cost to the purchaser resulting from the third floor sublease. The Com-
pany’s leases of the third and fourth floors will automatically terminate upon Disposition of the
Houschold Litigation.

One North Western Center. One of the Company’s wholly owned subsidiaries entered into a
Letter of Intent for the sale of One North Western Center located in Chicago, Illinois. For informa-
tion with respect 10 this property. including the nature of its ownership. see the description under
**Business .of the Company-~Commercial Office. Properties”. . The: Letter of Intent provides, among
other things, for the performance of substantial “due diligence™ investigations by the purchaser and for
the entering into of-a definitive contract of sale by March 31, 1984. The purchaser’s obligation to buy
is conditioned, among other things. on the purchaser’s satisfaction with the results of its investigation
and on the resolution 10 its satisfaction of any objections.

The cash purchase price payable for One North Western Center is to be approximately
$25.991.129, with the purchaser taking the property subject Lo the existing mortgages having a balance
at closing of approximately $16,008,871. The Letter of Intent provides for a non-refundable deposll in
the amount of $1,300,000 upon campletion of the purchaser’s investigation and resolution of its objec-
tions, with the balance of the cash portion of the purchase price due at the closing. The closing is
scheduled ¢ occur -on April 30, 1984, The seller would pay the brokcrag: commissions duc Brooks
Harvey as well as certain other closing costs of the transaction, but excl the purchaser’s counsel
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fees and (subject to centain adjusiments) 50% of any transfer taxes payable in connection with the
contemplated sale.

The Letter of Intent further provides that the scller shall be obligaied under the contract of sale to
abtain the consent to the transaction of the holder of the existing first morigage on the property (which
provides, in part, that such consent shall not be unreasonably withheld if the proposed buyer is
financially responsible and experienced in managing similar properties), and to deliver to the purchaser
at closing certain tenant estoppel letters. If the transaction fails to close by reason of the seller’s fault
or its inability 1o obtain any required third-party consent, the seller will remain liable for the expenses,
including legal fees, of the purchaser and its adviser.

The Company’s subsidiary which is the seller under the Letter of lntent is the general pariner
owning’a 75% interest in the limited partnership which now owns title 1o the property. See the
description of this property under “Business.of the Company—Commercial Office Properties”. The
general partner may stk 1o purchase the interest of the limited partner before closing and itself convey
title 10 the property, although there can be no assurance of the general partner’s ability to acquire such
limited partnership interest. If it is unable to do so; then the coniract will be assigned to the partner-
ship, which will be the scller, although a sale on such basis weuld not qualify as nen-taxable to the
Company under Section 337 of the Code. - See “Income Tax C q! of the Plan—C
1o the Company and its Subsidiaries—Sales of ‘Inventory’ or Sales by Partnerships in which a Subsld)-
ary is 5 Partner”,

Union Bank Square. Two of the Company’s wholly owned subsidiaries cntered into a Letter of
Intent for the salc of Unjon Bank Square in Orange County, California. For information with respect
10 this property, sec the descviption under “Business of the Company—Commercial Office Propertie
The Letter of Intent provides, among other things, for the performance of substantial “due diligence™
investigations by the purchaser and for the entering into of a definitive contract of sale by March 31,
1984. The purchaser’s obligation 1o buy is conditioned, among other things, on its satisfaction with the
results of its investigation and the resolution to its satisfaction of any objections.

The cash purchase price payable 10 the Company for Union Bank Square is-to be approximately
$23,407.580. with the purchaser taking the property subject to existing mortgages having a balance at
closing of approximately $8.592,420. The Letter of Intent provides for a non-refundable deposit in the
amount.of $1,100,000 upon completion of the purchaser’s investigation and resolution of its objections,
with the balance of the cash portion of the purchase price duc at the closing. The closing is scheduled
to'occur.on April 30, 1984, The Company would pay the brokerage commissions due Brooks Harvey
as well as all other closing costs of the transaction, but éxcluding the purchaser’s counsel fees.

The Letter of Intent further provides that the Company shail be obligated under the contract of
sale 1o obtain the consent to the transaction of the holder of the second mortgage on the property, The
Travelers Insurance Company. and to deliver 10 the purchaser at closing certain tenant estoppel letters.
If the transaction fails 1o close by reason of the Company’s fault or its inability tc obtain any required
third-party consent, the Corpany will remain liable for the cxpenses, including legal fees. of the
purchaser and its adviser.

156 Witliam Streer. One of the Company’s wholly owned subsidiarics entered into a Contract of
Sale (the “Contract™) with Ernest Feldman (the " Purchaser™) lor the sale of 156 William Street, New
York, New York. For information with respect te this property, sce the description under **Business of
the Company--Commercial Office Properties™.

The cash purchase price for 156 William:Street is $16,600,000, of which $830.000 was paid into
escrow upon the execution of the Contract, $830,000 will be paid into escrow 60 days thereafter,-and
the balance- will be payable at the closing of title. The property will be seld frce and clear of any
marigages. The closing is scheduled to occur on May 30, 1984. The Company will pay the brokerage
commissions due Brooks Harvey as well as certain other closing costs of the transaction, including,

16



without limitation, a gains tax imposed.by the State of New York on the sale, but excluding the
Purchaser’s counse! fees and title insurance premiums.

The Contract provides that the Purchaser is acquiring the property on an “as is” basis. Ncne of
the representations or warranties made by the Company in the Contract survive the closing, except that
the Compzny will continue 1o remain obligated to indemnifly the Purchaser against any liability it may
ineur, including withholding of any future rent payments, as a result of the pendency of the Company's
litigation against a tenant, Altrans Express U.S.A., In¢. (“Altrans™). For additional information with
respect to the Altrans litigation, see the description of 156 William Street under “Business of the
Company—Commercial Office Properties™.

Remaining Real Estate Dispositions

The Company is continuing to seek to sell its remaining real estale propertics and is currently in
negotiation with respect to certain of such properties (although o letters of intent or contracts other
than those described. above have been executed). - In addition to being affected by general economic
considerations, the ability of the Company to dispose of its remaining real estate properties further may
be dependent -upon such faciors as *d le” provisions ined in mortgages encumbering
certain of such properties, rights of first refusal held by certain third parties. the impact. of litigation
with' respect to certain of the. properties, and the ability of the Company to assemble contiguous
properties.

All of the remaining office properties are encumbered by mortgages held by third-party lenders.
The mortgage encumbering the property located in Paterson, New Jersey provides that, upon the sale
of the property, the entire principal balance of the morigage becomes due and payable (2 “due-on-
sale”). Consequenily, the Company’s ability to sell said property could be restricted by the buyer’s
ability to purchase on an all-cash’ basis or its ability 1o find an alternative source of financing. In
addition. a’ mortgage which is “due-On-sale” also may contain a prepayment premium’ which the
Company would be required to pay should it retire such debt prematurely in connection with a sale of a
property. The remaining properties may be sold by the Company subject to the existing mortgages.
See “Business of the Company—Commercial Office Properties™.

The Company owns the properties located in Anaheim, California and Birmingham, Alabama
pursuant to tenancy-in-common agreements in which the Company (through subsidiaries) holds a 50%
interest. The terms of each tenancy-in-common agreement give cach co-tenant a right to sell its
interest to the other co-tenant or to'buy the other’s interest. - The price provision of the first refusal

_ procedure applicablc lo'the Anaheim tenancy-in-common is based upon the price set in a notice given
by .the initiating co-tenant while the:procedure applicable to’ Birmingham relics on appraisais to
determine the price at which the sale or purchase-option could be exercised. For additional informa-
tion; see the description of each such property under “Business of the Company—Commercial Office
Propertics™. - On February 10, 1984, the Company’s subsidiary which is-a co-tenant at Anaheim
notified i1s co-tenant that, for a cash purchase price of $1.724,722, the subsidiary will either purchase
its co-1enant’s intercst or seli its own interest, subject 1o the mortgage encumbering the property. The
subsidiary is awaiting the response of its co-tenant, which response is due not later than May 10, 1984,
Should the Plan not be adopted and the subsidiary sell its co-tenancy, such transaction will be'taxable
to the Company.

As discussed undzr the descriptions of the Paterson office building and the upstate New Yerk
undeveloped fand in “Business of the Company—Commercial. Office. Buildings™ and *-—Vacant
Land™, certain of the properties are the subject of pending litigations which may affect the prices which
the Company receives for them. In connection with a sale of such propertics, the Company might be
required 1o indemnify a buyer against all or a portion of any damages, costs or expenses arising from
such litigation.” Alernatively, in order 10 accomplish a sale of any affected property, the Company
might be required to deposit substantial sums in-escrow to cover such claims. For example, see the
description of the letter of intent for the sale of the Barker Brothers Property above.
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The ability of the Company to sell the undeveloped parcel located in Chicago. and the sales price
of such parcel. may be substantially enhanced by its acquisition of certain additional land adjacent to
said parcel. See “Business of the Company—Vacant Land™ for further information.

The prices at which the Company will be able to sell properties not yet subject to letters of intent
or contracts of sale will vary depending on various factors beyond the Company’s control, including,
without fimitation. changes in mortgage and other interest rates, and the demand for office space in the
markets in which the Company's buildings are located. The Company. will seek 1o sell as many
properties as possible during the one-year liquidation period, and may ot obtain as high a price for a
particular property as it could secure if the Company did not seck to liquidate within the one-year
period.

No negotjations or discussions are now taking place for the sale of any of the Company's reai
cstate properties to affiliates of the Company, although such a sale would be permitted by the Plan
without further stockholder approval. Shouid any such sale be proposed, the Company would require
the approval of 2 majority of the disinterested directors of the Board (which may be less than a quorum
of directors) or, ifsuch sale s 1o be made by the Liquidating Entity, the approval of a disinterested
General Partner or the majority vote of the Interestholders at a meeting at which a quorum (majority)
is present.

Cash Distributions

Cash distributions will be made from the proceeds of the sales of the real estate properties and
other assets. Consummation of the proposed real estate sales covered by the existing letters of intent
and contract of sal¢ would make available for distribution approximately S60 per share, bascd on.the
assumptions set forth under “Canal-Randoiph Corporation and Subsidiaries and the Liquidati ]
Entity—Condensed- Pro -Forma - Consolidated Financial Statements™, excluding  $8,000,000 to be
retained in the Reserve Fund out of such proceeds. It is anticipated that distributions 1o stockholders
will be made-as soon as practicabl following tion of such sales, although there can be no
assurance (hat such sales will. be consummated. Sce “Real Estate Di positions—Properties Under
Letters of Inient and Coniract for Sale™ above and **Contingent Liabilities; Reserve Fund” below. The
timing and amount ~f the initial distributions are subject, among other things, to the discretion of the
Board"of Directors at such time concerning the sufficiency of the Company’s arrangements for the
protection of creditors and others: The Company’s ability to make additiona] cash distributions to the
Company's stockholders during the Liquidation Period will depend upon futare sales, cash flow and
ability to make arrangements with respect to fixed or contingent liabilities in'order to reduce the size of
its Reserve Fund. Any excess cashavailable at the end of the Liquidation Period. after provision for or .
satisfaction of all remaining Jiabilities and after providing for the anticipated cash requirements of the
Liquidatinig Entity, will be distributed 16 the Cempany’s stockholders.

The initial distributions and any subsequent distributions will be made to stockholders of record on
dates 10 be establisheéd by the Board of Directors. It is anticipated that the Common Stock will be
delisted frain the NYSE upon transfer of the Company’s remaining unsold asséts 1o the Liquidating
Entity or at such earlier time as the NYSE determines that the Company is no longer an operating
entity. Upon the transfer of the Company's unsold assets to the Liquidating Entity it is anticipated
that the stock transfer books of the Company will te closed, no further transfers will be recorded on the
Company's books, and no further stock certificates will be issued. It is anticipated ‘that no further
trading in the Company’s shares will oceur after such date (the “Fina) Record Date™). See “Listing
and Trading of the Common Stock.. United Shares and Interests in the Liquidating Entity™. All
liquidating distributions from the Company on-or after the Liquidation Date will be made to stack-
holders according 16 their stockholdings as of the Final Record Date,

If alt assets arc not sold during the Liquidation Period, the Company will receive limited partner-
ship interests: (or assignee units thereof) or beneficial trust interests, as the case may be, in the
Liquidating Entity (the “Interests”y in exchange for its remaining assets (subject 1o the Board's
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discretion to determine to distribute 10 the Company’s stockholders the shares of one or more sub-
sidiaries owning unsold operating real ‘estate properties) and will distribute such Interests pro rata to its
stockhelders as of the Final Record Date on or after such-date. It is not contemplated that Interests
will be issued for any other purpose. See “The Liquidating Entity™.

Subsequent 1o the Liguidation Date. the Company may distribute to its stockholders portions of
the Reserve Fund which, in the judgment of the Board of Directors, are no Ionger required; after the
liabilities and .obligations which the Reserve Fund has been established to provide for have been
satisfied, the Company. will distribute to its stockholders any remaining portion of the Reserve Fund.
The Liquidating Entity will be obligated to pay liabilities of the Company which rémain unsatisfied
after the Reserve Fund is éxhausted, but the Interestholders in the Liquidating Entity will not be
personzlly liable for any such payments except 10 the extent of any distributions made to them-in
liquidation. - For a description of the Reserve Fund and the contingent obligations to which it may be
subject, sce “*Contingent Liabilities; Reserve Fund” below.

Distribution of United Shares

As discussed above, management currently anticipates that, as part of the Plan; the stock of
United will be distributed. directly 1o stockholders on a basis of three shares of United stock for each
share of the Company's Common Stock. and, accordingly. the Company's stockholders are expected to
reccive a total distribution of approximately 4,639,665 United Shares. The distribution is expected 10
occur within 60 days of approval of the Plan, although it could be delayed if a substantial por-ion of the
Company's real estate assets have not been sold prior thereto,

United intends to apply to list the United Shares on the AMEX, and anticipates approval of such
listing ‘prior to the United Distribution Date, although there can be no assurance to such effect. The
Company is unable to estimate the likely initial market price of the United Shares, which will be
subject 10 general economic and market conditions at the time as well as the financial performance and
prospects of United as an independent entity. ‘The initial markel price of the shares is likely to fix, for
tax purposes, the fair-market value of the United Shares being distributed under the Plan.

The United Shares being distributed under the Plan, immediately following their distribution, will
be registered under Section-12 of the Securities Exchange Act of 1934, (the “Exchange Act™), and
United will be required to comply with the reporting provisions of Section 13 and the filing require-
ments of Section 14 of the Excrange Act, which currently apply to the Company. When shares of
United are distributed to the Company’s stockholders, and the United Shares are registered under the
Exchange Act. the United Shares distributed to stockholders (other than affiliates of United) will be
freely transferable and may.be sold without registration. Holders whoare affiliates of United will-be
able 1o sell limited quantities of United Shares, without reference to any holding period, if they comply
with'Rule 144 under the Securities Act of 1933 after the effective date of United's registration under
Scction 12 of the Exchange Act, assuming that other applicable provisions of Rule 144 are complied
with.

For a description of the business and finaricial condition of United, including a description of the
terms. of its stock, its ma principal stockholdess, pension plan, possible diversifica-
tion of its business and other infermation, see “United Stockyards Corporation”.

Transfer to the Liquidating Entity

The Company will transfer to the Liquidating Entity, in exchange for all of ils Interests, all the
real properties and other assets and labilities relaled thereto of the Company which are not otherwise
disposed of pursuant to the Plan, other than those retained as part of the Reserve Fund, subject 1o the
Board's discretion 1o determine to distribute to the Company's stockholders the shares of one or more
subsidiaries of the Company owning unsold operaling real estate property {see “Possible Distribution
of Real Estate Subsidiaries” Stock”™ below). The Liquidating Entity will be a limjted partnership if any
of the assets 10 'be transferred-to it are operating ‘assets (which,. for Federal income tax purposes, a
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liquidating trust may not be permitted to hold), such as operating real estate propertics. and otherwise
will be 2 liquidating trust.

The Liquidating Entity will take subject 1o, buz will not assume, any of the mortgage payables or
other liabilities 10 which the assets transferred to it may be subject but as 1o which the Company or the
subsidiary holding such assets is not itself liable. The assets and liabilitics transferred (o the Liquidat-
ing Entity will be recorded for financial accounting purposes on iis books at the amounts ar which they
are carried on the books of the Company, but such assets will be carried for tax purposes at higher
values which will reflect their estimated fair market value.

it also is possible that the Company will transfer cash to the Liquidating Emtity for working
capital purposes, although the amount of such cash cannet currently be estimated and will depend on
the nature of the assets transferred, the cash flow expected to be generated therefrom and the antici-
pated expenses of selling such assets and operating or administering them prior 10 sale.

For additional information concerning the Liquidating Entity, its management, the liabifities of
the Company which it will assusne or subject to which it will acquire propertics, and the effects of the
complietion of the Plan on stockholders of the Company, see the remainder of this section of :he Proxy
Statement 2nd the section captioned “The Liquidating Entity”.

Possible Distribution of Real Estate Subsidiaries® Stock

Shou!d operating real estate properties remain unsold at the end of the Liguidation Period, the
Company's Board of Directors may determine to distribute to the Company's stockholders the shares
of one or more of the Compdny’s subsidiaries owning such property, rather than transferring such
shares or property 10 the Liquidating Entity. As the possibility of such a distribution has been provided
forin the Plan, no further stoctholder approval would be sought. Any such distribution would be
similar to the distribution of the United Shares described elsewhere herein, and the determination to
make the distribution would take into account market conditions, tax consequences and other factors at
the time. Should a determination to make any such distribution be made. stockholders of the Company
as of the record date for the distribution would receive current information regarding the business and
operations of the subsidiary or subsidiaries and other information as required by applicable securities
laws. It is anticipated that such subsidiary or subsidiaries would continue to scek to sell the property
interests owned following such distribution.

Contingent Liabilities; Reserve Fund

Under Delaware law the Company is required, in connection with its dissolution, to pay or provide
for payment of all liabilities. The Company, during the Liquidation Period, will pay or set aside assets
which it believes 10 be adequate for payment of all known and fized liabilities. In addition, the
Company has certain contingent liabilities primarily related to recourse mortgages described below
and under “Business of the Company-—Commercial Office Properties™, and 10 pending lawsuits includ-
g those described under “Certain Litigation™ and under the descriptions of the Los Angeles, New
York and. Paterson office buildings and the upstate New York undeveloped Tand in “Business of the
Company---Commercial Office Properties” and “~—vacant Land”. Assuming sale of the rcal cstate
properties currently under letiers of intent or contract of sale on the proposed terms, the Company
currently estimates that $8.000.000 will be allocated 10 the Reserve Fund out of the proceeds of such
sales for the payment of fixed and contingent liabilities. The Company currently cstimates an aggre-
gate reserve fund of $10,400,000, and such sum, in addition (o any working capital contributed to the

iquidating Entity, will be ded: d before the determination of amounts distributable 1o siockholders.
The amount-of the Reserve Fund is likely 10 be revised by the Board at the time funds .are 1o be
allocated.

The Company.and certain of ils subsidiaries currently are contingently liable, under first mort-
gages on properties previously sold, in the amount of $800,000 at October 31, 1983, which contingency
will not expire prior to the Liquidation Date. Similarly, in certain circumstances. the Company might
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elect (or. if 2. mortgagec refuses 1o release the Company from liability under existing recourse mort-
gages. might-be obligated) to scll its interest in property currently owned subject 1o an existing mort-
gage. if necessary to effect a sale upon advantageous terms and notwithstanding that the Company will
tcmain contingenily liable on such mortgage. The Company does not anticipate including in the
Reserve Fund any amount to cover such contingent mortgage liabilities, becaus: it does not believe that
the likelihood of a default under the morigages on which the Company currently is contingently liable
is significant, and because it does 1:0t intend to sell any interest in real property in the future without
obtaining z release of Hability under related mortgage debt except under circumstances where the
Company has satisfied itself as 10 the financial strength of the transferec or where the underlying value
of the property sold would, in the Company’s opinion, be fully sufficient to setisfy any such mortgage in
the event of & subsequent default. However, with respect 10 existing contingent liabilities or any such
future sale, it is possible that in the event of z subsequent default the financial resources of the
transferec may have became impaired, or the value of the property diminished, to the point where the
mortgagee might seck to impose liability upon the Company or upon its stockholders as distributecs of
the Company’s assets,

The Reserve Fund will inctude a provision for litigations to which the Company is subject, based
on the estimates of and counsel, including the litigation referred to above described under
“Business of the Company™ and “Certain Litigation™. Of course, certain of such litigation could be
resolved. settled or otherwise disposed of prior 1o the Liquidation Date, and new litigation may arise
during the Liguidation Period or thereafter. In addition, lizbility with respect to litigation related to
the Company’s real estale could be assumed by a purchaser of the property (presumably with an
appropriate adjustment to the sales price). However, should such property not be sold by the Liquida-
tion Date {and should the stock of the subsidiary owning such property not be distributed to the
Company’s stockholders), such property would be transferred 1o the Liquidating Entity and any-con-
tingent liability for the rejated litigation might be separately reserved for in the Reserve Fund (rather
than treating it as a liability related to, and transferred to the Liquidating Entity with, the property),
With respect to the Section 15(b) and stockholder litigation discussed .under “Certain Litigation™, the
Company is only a nominal defendant unlikely to have direct liability and, in each case, would in fact
be the beneficiary of a recovery against the other defendants. However, the Company will bear the
expense of defending such suits-on its own behalf and, possibly, indemnifying certain other defendants.

The Reserve Fund also may include a provision for income taxes for the period of the Company’s
operations through the: Liguidation Datc. Schulte Roth & Zabel. special counsel 10 the Company
(~Counsel™), is of the opinion. although such opinion is not binding on the Internal Revenue Service
(the “Service™), that, pursuant to Section 337 of the Code, neither the Company nor any of-its solvent
subsidiarics will recognize gain or loss on sales.of assets (ather than certain sales of “inventory” or sales
of property to “related parties”) afier the Plan is adopted, provided that (i) such corporation is not a
“collapsible corperation™ or satisfies the requirements of Section 341(¢)(4) of the Code, and (ii) the
liquidation is completed within the Liquidation Period. Management believes that tax liability which
will be generated by depreciation and investment tax credit recapture at the corporate level during the
liguidation will be approximately $4 million;

Prior to the United Distribution Date. the Company and United will enter into a tax allocation
agreement with respect to. Federal. state or local tax deficiencies paid (or tax refunds received) after
t5¢ United Distribution Date attributable to periods through the tax year in which the United Distribu-
tion Date occurs. The allocation generally will provide that the Company and United will be able for
deficiencies and entitled to refunds only 10 the extent that the amount ‘hat would have been paid or
received if the Company and United previously had filed their own separate consolidated returns for
any year exceeds all amounts previously paid or received for that year. . The liability of the Company
under the tax allocation agreement will be a liability of the Reserve Fund.

At the time of the transfer-of assets to the Liquidating Entity. the Liquidating Entity will enter
into an agreemént with the Company which will provide that if the Reserve Fund is exhausted, the
Liguidating Entity will pay all remaining labilities of the Company. The Liquidating Entity will seek
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to limit such liability to i1 assets. The Liquidating Entity also will agree that, prior 10 distributing the
proceeds of sale of any material assets of the Liquidating Entity, the Liquidating Entity will, to the
extent reasonably required at the time of such distribution {taking into account the amounts remaining
in the Company’s Reserve Fund and the remaining assets of the Liquidating Entity), set aside reserves
for the payment of the liabilitics of the Liguidating Entity including liabilities of the Company
assumned by the Liquidating Entity, Such agreement shall state, however, that none of the Inter-
esthalders of the Liquidating Entity shall be personally liable for any of the liabilities or obligations
incurred by the Liguidating Entity under such agreement.

The actual size of the Reserve Fund will be based upon estimates and opinions of management ana
counsel at the time of its creation, and there can be no assurance that the Reserve Fund in fact will be
sufficient, in view of the uncertainty of the 1ax matters referred 1o and the contingent nature of certain
liabilities. In the cvent the Reserve Fund proves inadequate, management may increase its size and/or
the Liquidating Entity may set aside reserves, in which cvent distributions to stockholders and/or
Interestholders correspondingly would be reduced. Conversely, if any portion of the Reserve Fund
appeurs 10 be in excess of remaining liabilities, distributions to stockholders and/or Interestholders
correspondingly would be increased. In the event that the Company fails to create an adequate reserve
for payment of its fiabilities; or should such reserve and the assets held by the Liquidating Entity be
exceeded by the amount ultimately found payable in.respect of liabilitics, each-stockholder andfor
Interesthalder could be held liable personally for the-payment to creditors of such excess, limited to the
amounts theretofore received by such stockholder from the Company or the Liquidating Entity.

if the Company were held by a court to have failed to make adequate provision for its liabilities or
if the amount ultimately required to be paid in respect of such liabilities exceeds the amounts available
from the Reserve Fund and the Liguidating Entity, a creditor of the Company could seek an injunction
against the making of cash distributions under the Plan on the ground that the amounts to be
tributed were necded 10 provide for the payment of the Company's liabilities. Any such action could
delay or substantially diminish the cash distributions (o be made ta stockholders and/or [ntzrestholders
under the Plan.

Conduct of the Company. During and After the Liquidation Period

During the Liquidation Period. the Company will distribule the United Shares and will seek to
liquidate all of its other assets. - The Company will continue to devote staff resources to the manage-
ment of its assets until they are sold. In order to enhance the value and facilitate the sale of the
Company's properties, it may repay various indebtedness before maturity, acquire adjacent parcels,
develop, imprave or possibly refinance existing properties, and in conneetion with the sale of certain
undeveloped property might accept purchase money obligations. All such transactions will be made
upen such terms as the Board of Directors determines to be in the Company’s best inlerests.

After the Liquidation Date, the Company's only activities will be the settlement or other disposi-
tion of its remaining liabilities and the investment of the remaining portion.of the Reserve Fund.

Certain of the Company’s current officers, including Mr. French, are expected to continue to serve
as officers of the Company after the Liquidation Date. Their annual compensation from the Company
will be an amount, reduced from their fiscal 1983 compensation, detcrmired by the Board of Dircctors
from time 10 time based on, among other things, the extent 1o which the atténtion of such persons will
be required by the. Company’s activities. It has not been determined at this time whether any change in
the composition of the Company’s Board will occur.after the Liguidation Date.

The Company. United and the Liquidating Entity will share, and divide the costs of, office space,
aceounting. and certain other overhead services and facilities. After the Liquidation Date, the Com-
pany’'s expenses will be paid out of, and its investment income will.be added to, the Reserve Fund.

1t is ‘anticipated that the Common Stock will remain registered under the Exchange Act and
subject ta the proxy solicitation requirements thereof. However, it is possible that the Company's
obligation. to comply with the information filing requirements of the Exchange Act and to furnish
reports 1o stockholders until the Reserve Fund is exhausted may be reduced.
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. Surrender of Certificates for Common Stock

As sooni ‘as practicable afier the determination of the Final Record Date, stockholders will be
advised® of the procedure for surrendering certificates representing their shares of the Company's
Common Stock. Stockbolders should riot forward their stock certificates before receiving these instrue-
tions. Stockholders aiso may be requested to exccute certain documents. If all operating real estate
assets are not sold during the Liquidation Period, these documents may include an acceptance of the
provisions of the Partnership Agreement of the Liguidating Entity. All distributions otherwise payable
by the Company 1o stockholders who have not surrendeted their stock certificates and- executed and
returned such documents may be held by the Company or the Liquidating Entity for such stockholders,
without interest, until the surrender of their certifizates and receipt of their documents (subject to the
laws relating to unclaimed property). All distribuzons subsequently payable by the Liquidating Entity
in respect. of the Interests of such stockholders rly may be held by the Liquidating Entity.” A
stockholder's other rights ‘under the Partnersh Trust Agreement will be limited until he has
surrendered his stock certificates and furnished (5 required documents:

Listing and Trading of the Comman Stock, Unitex:

shares and Interests in the Liquidating Entity

The Compény’s Common Stock is tisted on :- - NYSE and The Stock Exchange, London. Shouid
the Plan be approved, the NYSE has indicated = :he Common Stock would be delisted-from trading
at the time of the transfer of unsold asscts by ampany to the Liquidating Entity..or such carlier
date as-the NYSE determines that the Compan: .« ceased to be an operating entity by reason of the
sale or disposition of substantially all of its asscts Stock Exchange, London, has indicated that the
delisting of the Common Stock could. be coordiz:"<d with the delisting by the NYSE. The Company
currently intends to close its stock transfer books un the Final Record Date and at such time cease
recording stock transfers and issuing stock cer es. Accordingly, it is expected, that trading in the
shares will cease on such date.

United intends 1o apply to list the Lnited Shares on the AMEX upon their distribution, and
anticipates approval of such listing prior 1o the United Distribution Date, although there can be no
assurance.to such effect. Application will not 3¢ made to list the United Shares on The Stock
Exchange, London, and stockholders who would atherwise have traded through such facilities will be
required to engage in private transactions or to wlize the AMEX (if such listing is abtained}.

No determination has. yet: been made wh
transferable. “Such determination will be made
transfer of unsold assets to the Liguidating E
Board's estimaic of the value of the assets bein;

r the Interests in’ the Liquidating Entity will be
¢ Board of Directors of the Company prior 10 the
<y and will' be based on. among other things, the
ansferred to the Liguidating Entity, tax matters and
the impact of compliance with applicable secur aws. As the Liquidating Entity will be a trustonly
if ali of the Company's operating real estate ests have been sold (or otherwisc distributed); the
value of the assets transferred to.the Trust is ne. iikely 10 be substantial, and, accordingly. the Board is
unlikely. to determine that its Interests should be transferable.. If the Interests are not transferable,
ownership may be assigned only by operation of law or upon death.

As stockholders will be deemed to have ived a liquidating distribution equal to their pro rata
share of the vajue of the assets distributed to the Liguidating Entity with tax consequences as if such
distribution was of cash (see “Income Tas Consequences of the Plan—Consequences. to Stock-
holders”). the distribution .of non-transferatie- Interests could result in tax lizbility--1o .the Inter-
estholders without .their being readily able to realize- the valuc of such Interests to pay such taxes or
otherwise. Shotld the Interests be transferable; the Company will distribute an information statement
with respect to the Liquidating Entity at the time of the transfer of assets and the Liguidating Entity
may be required 1o comply with the periodic. reporting and-proxy requirements of the Exchange Act,
and the costs of compliance with stich requirements would reduce the amount which otherwisc could be
distributed 10 Interestholders. Even il transferable, the Interests will not be listed on 2 national
securities exchange and the cxtent of any trading market therein cannot be predicted; furthermore, the
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Interests might not be accepted by commercial lenders as security for loans as readily as more conven-
tional securities with established irading markets. If the Liquidating Entity is a trust, the Interests will
not be transferable unless a ruling from the Service or an opinion of counsel has been obtained that the
transfer does not affect the qualification of the liquidation transaction under Section 337 of the Code,

No Appraisal Rights

Under Delaware law, the stockholders of the Company are not entitled 10 appraisal rights for thei;
shares of the Company stock in connection with the transactions contemplated by the Plan or to zny
similar rights of dissenters under Delaware law.

INCOME TAX CONSEQUENCES OF THE PLAN

In view of the complexities of the income tax consequences of the liquidation, stockholders are
urged 1o consult their own tax advisers with respect 1o the tax consequences of the Plan as it affects
them individually. The Company has not requested a ruling from the Service as to any aspect of the
Plan. Counsel 10 the Company has rendered its opinion as 10 certain matters referred 1o herein. which
opinion s not binding on the Service.

Consequences to the Company and its Subsidiaries

Sales of Property

Al the present time. it is anticipated that virtually all of the property to be sold pursuant 1o the
Plan will be owned and sold by subsidiaries of the Company. Nevertheless, since the income tax
consequences of sales by the Company and sales by iis subsidiaries may differ, they are discussed
separately.

The Company

Counsel is of the opinion that, unless it is a “collapsibic corporation”, the Company, pursuant to
Section 337 of the Code, will not recognize gain or loss in connection with sales ar exchanges by it of
property, if any. after the Plan is adopted, if it distributes all its assets (other than the Reserve Fund)
within the Liguidation Period. (The Company estimates that exceptions to this.general rule of non-
recognition with respect ‘1o-depreciation recapture and similar items with respect 10 all sales and
distributions pursuant 10 the Plan will fesult in an aggregate income tax liability of approximately $4
million:) Such opinion. is based upon existing law and Treasury Regulatioris, which are subject to
change.  In particular, Counsel notes that significant changes in the taxation of corporations have been
suggested by the siaff of the Senate Finance Committee. which changes, if enacted and applicable to
the Plan, would change materialiy the 1ax of the transacti d herein.

Counsel is of the opinion that the date on which the Plan will be adapted by the Company (and
hence the start of the Liquidation Period) is the date on which the Plan receives the affirmative vote of
holders of a majority of the outstanding Common Stock.

As noted above, Section 337 would not be applicable if the Company were a “collapsible corpora-
tion™. 4s defined in Section 341.0f the Code.. In very general terms, a corporation is “collapsible™ if it is
formed or availed of principally. for the production or purchase of property, or for-the holding of stock
of a corporation which produces or purchases property, with a view to realization by the corporation’s
shareholders of the gain attributable to that property before the producing or.purchasing corporation
has realized a substantial portion of the taxable income 1o be derived from that property.

Counset is of the opinion that the Company is siot “collapsible™ and Scction 337 therefore should
prevent recognition of gain with respect 10 sales of praperty by the Company during the Liquidation
Period. However, Counsel has advised the Company that the matter is not free from doubt and, in
view of the complexity of the legal and factual issues involved, the Service might contend, and a court
hold, to the contrary,

Jf the Company were held 10 be “collapsible™ and Section 337 therefore did not apply. any gain
realized by the Company upon the sale of property during the Liquidation Period would be taxable.
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However, jt curremtly is anticipated that 1he gain on any sales of property by the Company du:  :the
Liguidation Period will:not be material,

Subsidiaries

Counsel is of the opinion that, pursuant 1o Section 337, a subsidiaty will not recognize gain or loss
in connection with sales or exchanges of property: by it (as opposed 10 2 partnership in which the
subsidiary has an interest) after its plan of liquidation is adopted. if that subsidiary and the Company
are compleicly liquidated within the 12-month period beginning on the date a plan of liguidation is
adopted. by that subsidiary, unless such subsidiary (i) is a “collapsible corporation” which does not
satisfv the requirements. of Section 341(c)(4), (i) owns “inventory™ and dogs not sell all of such
“inventory™ to on¢ person in onc transaction during the 12-month period referred to above (in which
case only the gain or loss on such “inventory” will be r ized), or (iii) is a “collapsible corporation™
which. although it satisfics the “general” requirements of Scction 341(e)(4), sells property 1o a signifi-
cant steckholder of the Company or 10 a “related™ person (in which case only the gain or loss on such
property will be recognized). (The Company cstimates that cxceptions to this gencral rule of non-
recognition with respect to depreciation recapture and similar jtems with respect to all sales and
distributions pursuant 10 the Plan will result in an aggregate income tax liability of approximately $4
million.)

The Reguirements for Application of Section 337, The gencral description of the definition of a
~collapsible corporation™ is set forth in “Sales of Property-~The Company” above. As indicated
therein, Section 337 does not apply 10 & corporation which is “collapsible”, However, even if it is a
“coltapsible corporation"; a solvent corporation will remain entitled to the benefirs of 8- ction 337 if it
qualifies under Section 341(e){4)—a special exception 10 the general “collapsibie carporation™ provi-
sions. Section 341(e)(4) will apply 1o a corporation if the foilowing general requirements are met: )
within the 12-month period beginning on the date its plan of liguidation is adopted, the corporation
sells substantially 21! of the properties which it held on that date, (ii) the corporation does not distribute
any depreciatile or amortizabie property 10 i1s stockholders after adoption of its plan of liquidation, and
(iii) the unrcalized appreciation on the corporation’s “subsection (¢) assets™ does not cxceed 15% of its
net worth at any time between the adoption of the corporation’s plan of liquidation and its dissolution.
(Generally, an asset of a corporation wifl be a “subsectica (e) asset” if such asset is held by the
corporation for sale 1o customers in the ordinary course of the corporation’s business or if such asset
would be considercd held for 1hat. purpose in the hands of any actual or comstructive “*20 percent
sharcholder™ of the corporation; in addition. an asset (or any portion thereof) which has been held by
the corporation for less than one year will be characterized as a “subscction (e) asset” if the corpora-
tion has a “20 percent’ shareholdes™. - Very broad rules of attribution afe applied in determining
whether a person is a constructive *20 percent sharsholder™ of a corpor.tion.) In addition, even if such
requirements are met, Section 337 will not apply 1o a sale of property by a “cellapsible corporation” if
such property is sold to an actua) of constructive *20 percent shareholdes™ of the corporation or to an
individual or entity “related” (as defined) to such a sharcholder.

Sales of “Inventory” or Sales by Partnerships in which a Subsidiary is a Partner. Even if a
corporation s not “collapsible” (or satisfies the requirements of Section 341(e)(4)), Section 337 will
nov apply 1o prevent recognition of any gains reatized upon the sale of “inventory” (assets held by the
corporation “primarily for sale to customers in the ordinary course of its urade or business™) during
such corporation's liquidation unless all of the “inventory™ held by the corporation on the date its plan
of liguidation is adopted-is sold 10 one person in one transaction during the 12-month period beginning
on such date. In addition. Section 337 may not apply 10 prevent recognition of a subsidiars’s distribu-
tive share of partnership gain realized upon the sale of property by the partnership.

Application 1o the Company's Subsidiaries. Counsel is of the opinion that 2 plan of liguidation
will 'be adopted by a subsidiary of the Company when the apprepriate corporate authorities of that
subsidiary formaliy adopt a plan to liquidate. The Company anticipates that cach of its subsidiaries
which will seli property after adoption of a plan of fiquidation will completely liquidate within the
1.2-month period beginning on the date its plan of liquidation is adopted and that the Company itself
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will disiribute all of its assets (other than the Reserve Fund) during that period. Or March 8. 1984,
BWA Corp.. a subsidiary of the Company, adopted 2 plan of liquidation. -Accordingly, the Company
anticipates that, if the Plan is adopted. it will completely liguidate on or before March 8, 1985. In the
cvent the Company docs not completely liquidate on or before that date, the sale by BWA Corp. would
be subject 10 Federal income tax,

The Company has not requested a ruling from the Service as o the “collapsible™ status of the
Company: or the subsidiaries, ‘It is the stated policy of the Service that it generally will not issue a
ruling on the question of collapsibility unless a corporation is within a limited exception to this *no-
ruling™ policy. Tt is the view of Counsel that the Company and its subsidizries are not within this
limited exception.

Caunsel is of the opinion that the subsidiaries are not “collapsible” and that Section 337 should
therefore prevent: recognition of gain.with respect 1o sales of property by the subsidiaries during the
Liquidation. Period. Howcver, Courisel has advised the Company. that. in view of the complexity of
tegal and factual iss: es involved. the Service. might contend, and a court hald, 1o the contrary,

A subsidiary also will be entitied 10 the benefits of Section 337 if it qualifies under Section
341(e}(4)~the special execption to the general collapsible provisions discussed above, . Counse! has
advised the Company th*t, based upon the Company's history of office building ownership and state-
ments by the Company regarding its purpese in holding those properiies, none of the subsidiaries hold
their assets for sale 1o customers in the urdinary course of business and that none of the assets of the
subsidiaries would be considered held for sale to customers in the ordinary course of business in the
hands of the Company. In addition. the Company docs not believe there exists an indirect *20 percent
sharcholder™ in whose hands significant assets of the subsidiarics would be considered held for sale to
customers in the ordinary course of business (a “Dealer/Sharcholder™).

it is the opinion of Counsel based apon sepresentations by the Company that, assuming there is no
Dealer /Sharcholder and no sales of property are made to an actual or constructive “20 percent
shareholder” of the Company or- to an individual or entity “related” 10 such a stockholder, Section
341(e)(4) will apply 10 each subsidiary. even if “collapsible”, with the result that none of the sub-

sidiaries will recognize gain or loss by reason of sales or exch ges during the Liquidation Period.

Income Prior to Dissolution

After the adoption of the Plan and until the winding up of its affairs is completed (which will not
occur untif all significant claims have been satisfied). the Company will continue 16 be subject to tax on
its 1axable income. In computing such taxable income, there will be taken into account, in addition to
other items, coilections.on instaliment obligations received on sales prior to the adoption of the Plan, as
well as interest on-such obligations (for which the Company has included an estimated tax fiability in
its ‘pro forma financial statements included elsewhese herein) and investment income earned on
amounts relained 1o meet claims. nd deductions for salaries, professional fees and amounts paid in’
satisfaction of certain claims, E

Liquidating Distriburions

Counsel is of 1he opinion that neither.the Company nor its subsidiarics will recognize gain or loss
in connection with the liguidating distributions. Counsel is of the opinion that the-Company will not
recognize gain or loss in connection with its liquidatng distributions of cash and United Shares (and
shares of other subsidiaries distributed, if any) and with its transfer of assets 10 the Liquidating Entity
on behulf ‘of its stockholders.  (The Company estimates that exceptions to. this general rule of
nonrecognition, such as depreciation recapture and similar items with respect to all sales and distribu-
tions pursiint 10 the Plan, will give rise to an aggregate income tax Hability of approximately $4
miltion.)

State Tax Consequences 1o the Company and its Subsidiarics
In'most cases, the Company and each of its subsidiaries file separale state income or franchise 1ax
returns. (The Company and its subsidiarics file 4 consolidated Federa) corporate income tax return,)
With the possible exception of the subsidiaries that own property in California and New York, the
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Company ané cach of its subsidiaries will be entitled 1o the samg treatment under Section 337 for state
tax purposes {othes than transfer tanés) as for Federal Lax purpo The California’ Revenue and
Tauxation Code contains a provision régarding recognition of gain 1o corporations having nor-United
States person stackholders whether o not the sales or exchanges by such corporations qualify for
Section 337 treatment for Federal tux purposes, Such provision provides that gain will be recognized
for Ca!fornia s1a1¢ 1a% PUTPOses 10 The SXIENT it represents gain attributable to such non-United States
persons” interest in the selling: corparation. . There Js little interpretive authority with respect to this
provision The Company intends 10 take the position that a sale by any of its subsidiaries that own
propesty 1 Califorma qualifies for Section 337 trzatment for California state tax purpases because
cuch subsiduries ave no direct aon-United States persons who are .ivckholders. With respect to the
Noew Yurk State mcome tax. 3 subsididry that owns property in New York will be entitled to the same
Trenttnent under Section 337 as for Federal tax purposes, However, New York State imposes a real
priperts gains tax of ten percent of the gain on the trunsfer of real-property located within New York
Stute €rain is defined as the gifference between the tramsferor's original purchase price {including
capital improvements) and the consideration receved. Such tax would be payable even though a
Lubediaey, guitities for Section 337 sreatment fer Federal tax purposes.  Based upon the existing
conttact for sale for the 136 William Strect property, the Company estimates that the New York State
ezl properts gains tax payable would be approaimately $900.000.

Consequences to Stockholders
The Company intends 19 request a Tubing from the Service, and Counscl expects 10 render an
opimn, that if the Liguidatmg Entity o5 a ‘partnership, such partnership will be characterized as a
parinership,and not as an asvociation taxabic as a corporation, for Federal income tax purposes. Il the
Laguidating Entity s a 17ust, Counsel expecis 10 render an opimon that the trust wil] be characterized
A% 2 trusL- and Notsds &0 asociation taxable an 8 corporation, for Federal income iax purposes.
However, Courmel has advised the Company that if, by. reason of 4 change in the relevant authorities or
in ke anucipated structure of the Liguidating Emtity (such as insutficient net worth of a general
sariner in the casc of 3 partnership). the figuidating Entity were not »o characterized. then depending
Upeat shic reasons therefor, the $ervice might contend. and-a court might hold. that the Company had
s been cemplesely digudated 1T it were determined. that the Company had not been completely
siguidated, then Scition 337 would not be applicable with the result that gain or loss in connection with
the. sale o exchange of property by the Company wr any of its subsidiaries would be recognized and
cash or property distributed by 1oe Company 10 i1s stockhofders would, in the hands of such stock-
““Ralders, be subject 16 Federal income 14x as distributions other than in liquidition, some or all of which
would be taxable as ordinary income withoul respect 1o such stockholder's basis for his Company
Whares. " The:Liguiditing Tntity will be structured so as 10 be characterized as a paitne ship or a
liguidathag trust, ds the ca~e may be, for Federai income 1ax purposes and the Company has no reason
46 believe that i would ot be so characierized However. 1t is possible that, under certain cireum-
Liances such as « chinge 1n relevant authorities. the Company may decide not 1o utilize the Liguidating
Fntiv. in whichr case the Company would then be required 10 dispose of all i1s propesties, and complele
shie distribution-of its assets (other than the Reserve Fund) 1o its stockholders. within the Liquidation
Period in order 10 avoid recognition of gan or 1oss,

Computation:and Recognition of Gain or-Loss

Sroikholders will realize taxable gain or loss tyual to the difference between (i) the cash dis-
{srbuted 1o them, the fuir market value (detcrmined at the time of distribution) of United Shares (and

Whares of vther subsidizees distributed 10 stockhokders, if any) distiributed 10 them, plus their pro rata
share of the fair market vtlse (determined at the time of distribution) of net assety transferred 1o the
Liquidating Entity-on treir behalf; and (i) their adjusted basis for their shares of Common Stock.
Counsel is of the opisiion that the Company’s transfer of assets 1o the Liquidating Entit in exchange
for. Interests thérein and sts distribution of those Interests 10 the Company’s. stockholders will be
treated as @ pro tata distribution of those assets 1o the Company™s stockholders and the immediate
wramsfer of such xsvety by theé stockholders to the Liguidating Entity in exchange for such Interests.
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Although the Company will provide stocknalders with its pest estimate as 10 the net value of the assets
transferred 2o the Liguidating Entity on their behalf if such Interests are not transferable or no active
imarkt for such Interests exists, there is no assurance that the Service may not chalicnge this valuation.
As x result of such a challenge, the amount of gain or loss recognized by stockholders may be changed.
In the cvent an active market for such Interests exists. fair market value {determined at the time of
distribution) will likely be determined by the trading price of such Jnterests.

Gain or loss will be computed on a “per share™ basis. The Company cxpects 10 make more than
one ligudating distribution, each of which will be allocated proportionately to cach share of stock
awned by a stockholder. Gain will be recognized. by reason of a distribution oniy to the extent that the
aggregate value of the distributions (including the fair market value, when transferred, of assets
recerved by the Liguidating Entity on behalf of a stockholder) received by a stockholder with respect 1o
4 shirc cxceeds his adjusted basis for that share, Loss will be recognized only when the final distribu-
tien from the Company has been received and then only if the aggregate value.of the distributions with
respert 10 & share is less than the stockholder’s adjusied basis for that share. Since the Company will
continie in existence until all significant cluims have been satisfed, a stockhalder who does not sell his
shares may not be permitted to recognize a Joss for a significant period of time after his receipt of his
Interest in the Liguidating Entity. Stockholders who wish 10 accelerate recognition of a loss may be
able 10 do so by sclling their shares in the Company. However. efforts to make such sales may be
impeded by the Company’s intention to closc ity transfer books once the Interests in the Liquidating
Entity are distributed. -+ See “Proposed Plan of Complete . Liguidation and Dissolution—Cash
Distributions™,

Cheracterization of Gain or Loss

As noted above, Counsel is of 1he opinion that the Company is not "collapsible™. The general
description of the definiiion of a “collapsible corporation™ is set forth' in “Sales of Property—The
Company™ above: However, Counsel has advised the Company that the matter is not free from doubt
and. in view of the complexity of the legal and factual issues involved, the Service might contend, and a
court hold, to the contrary. A finding that the Company is “collapsible” could affect the tax conse-
qucnces of the liquidstion to the stockholders.

1f the Company is not “collapsible™, gain or loss recognized by a stockhalder with respect to shares
constituting capital.assets in his hands will be characterized as capital gain or loss: capital gain or loss
will be characterized as long-term capital gain or loss if such stockholder had held his shares for more
tham ene vear as of the date such gain or loss is recognized.

A holding that the Company is “collapsible” would have no effect on the taxation of a
stockholder’s gain if that stockholder is not a “five percent shareholder™, A stockholder is a “five
percent sharcholder™ if, at any time, he bas cither (i) owned {taking into account for this purpose
shares witributed to him pursuant 1o very broad attribution rules). more than five percent in value of the
outstanding stock of the Company, or (ii) owned shares which were considered as owned (pursuant 1o
wuch attribution rules) at such time by another stockholder who then owned or was considered as
owning (pursuant 1o such attribution rules) more than five percent in value of such stock.

As a result of the attribution rules with respect to partners, in the event the Liguidating Entity isa
partnership every stockholder of the Company who has not previously dispased: of all of his shares of
stock’ will become a “five percent sharcholder” once he receives an Interest in the Partnership.
However, Counsel is of the opinion that a stockholder who would not otherwise be a “five percent
sharcholder™ will noi be considered a partner (and hence a “five percent sharcholder”) with respect to
the gain, if any. realized by reason of the Company’s Jistribution to him of his Interest in the Partner-
ship. Thus. a holding that the Company is “collapsible” would not affect the taxation of any gain
realized priur 1o or by reason of the distribution of Interests in the Partnership by a steckholder who
was niot otherwise a “five percent shareholder”, but would affect the 1axation of subscquent distribu-
tions received by such a stockholder. It is anticiputed that such subsequent distributions, if any, will be
limited 1o distributions of amounts retained to satisfy claims which are deemed to be no jonger required
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10 provide for the Company’s tiabilities. See “Proposed Plan of Complete Liguidation and Dissolu-
tion—Contingent Liabilities; Rescrve Fund™.

If the Company is held to be “collapsible™. some or all of the gain realized by a “five percent
E holder™ might be ch ized as ordinary income. The rules by which such gain will be
chafacterized as capital gain or ordinary income are extremely complex, involving certain difficult
questions of law with sespect to which there is relatively little authority. Stockholders who are, or
be'ieve they may be. “five percent shareholders™ of the Company should consult their own tax advisers
as to the possible Federal 1ax conseguences 10 them were the Company to be held a “collapsible
corporation™.

Long-Term Capital Gains and Minimum Taxes
Net long-term capital gain recognized by an individual'is eligible for the 60% long-term capital
gains. deduction, but ako may be subject 10 the alternative minimum tax. In the case of a corporation,
a reduced rate of tax applies to net long-term capitai gain, although such gain also may be subject 10
the minimum iax on tax preferences.

Tux Consequences to Foreign Stockholders and Interestholders

Capital gairis of a nonresident alien or of 4 forcign corporation that are not effectively connected
with a United States trade or business of the nonresident alien or {oreign corporation generally are not
subject to Federal income tax. However, with regard to a nonresident alien or foreign corporation
which holds 2 United States real property interest, gain derived from the disposition of such United
States real property interest will be taxed as if such gain were effectively connected with a United
States trade or business. The definition of United States real properly interest includes stock of a
United States real property- holding corporation. The Company may be considered a United States
real property holding corporation with respect to nonresident alien or foreign corporate stockbelders
who own, or may be considered to own, more than five percent of the Common Stock. Accordingly.
nonresident alien or foreign corporate stockholders who own, or may be considered 10 own, more than
five percent of the Common Stock will be subject to Federal income tax on any gain realized as a result
of distributions pursuant to the Plan.

Nonresident aliens and forcign corporations who become [nicrestholders will be considered to be
engaged in business in tre United States as a result of their ownership of Interests in the Partnership
and will be subject 10 income 1ax on their. Partnership income and subject to filing Federal and state
income tax returns and paying any resulting tax on their Partnership income. n addition, gain derived
from The disposition of an Interest in the Partnership by such Interestholders may be subject to Federal
income tax whether or not such Interestholders own, or.may ke considered 10 own, more than five
percent of the Interests in the Partnership.

Other Tax Consequences

Counsel is of the opinion that a stockholder's basis, for tax purposes, for his Interest in the
Liquidating Entity will be the fair market value, at the time of distribution, of the assets distributed to
the Liquidating Entity on his behalf. If the Liguidating Entity is 2 partnersiiip, such stockholder’s
basis for his Interest will include his proportionaic share of the Partnership's non-recourse liabilities. if
any. A stockholder’s basis, for tax purposes, for his United Stock will be the fair market value on the
United Distribution Date. A stockholder's holding period for United Stock will begin on the United
Distribution Date.

State-and Local Income Tax Consegquences 10 Stockholders

The foregoing discussion relates only 10 Federal income 1ax consequences to stockholders. Stock-
holders should consult their tax advisers regarding the possible state and local income tax consequences
of their receipt of liguidating distributions from the Company.

Conseguences to the Liguidasing Entity

Counsel is of the opinion that'the Liquidating Entity will not recognize gain or loss upon the
receipt of property fram the Company in exchange for interests in the Liquidating Entity and that the
Liguidating Entitv's basis for the property will be its fair market value on the date of transfer.
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CANAL-RANDOLPH CORPORATION AND SUBSIDI..RIES

THE LIQUIDATING ENTITY
CONDENSED PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS

The foll densed, pro-forma lidated ial sta of the Liquidating Entity.
and the Reserve Fund are based on the historical, lidated financial its of the Company
and s subsidiaries for.the vear ended October 31, 1983, and the quarter ¢nded January 31, 1984,
appearing elsewhere in this Proxy Statement, adjuswd to reflect {1) the elimination of investments in
real estate properties under letters of intent or contract fer sale and (2) the pro rata distribution to
stockholders of shares in United.  These pro forma statements arc unaudited and should' be read in

jon.with the ying notes thereto and with the historical, consolidated financial state-
ments appearing elsewhere in this Proxy Statement.  These pro forma statements. should not be con-
sidered ‘indicative of the results which will be achieved since they are based on historical rather than
prospective-information and include certain. assumptions’ which are subject to: change, including,
without Timitation, lhe assumpuon that sales of seal property under the letters of intent or contract for
sale ar the d ‘1terms, . There can be no assurance that such sales will be'so
consummated or that thc:r terms will not be:modified. .

CONDENSED PRO FORMA CONSOLIDATED BALANCE SHEETS
Janiary 31: 1984
Pro Forma Eliminations aid Adjusiments

Pro Forms
‘Historical Properties Under ‘The Liquidsting
Canal-Randoiph Letters of [ntent Distribution Eatity and
Corporation or of Reserve Fund
and Subsidiaries . Contsact For Sale United Shares (Unaudited)
Unaudited) (Note 1} (Note 21 Note 1)
ASSETS
. (3.692,904)(c)
CURKENT ASSETS.. ..., D $14,087,335° -8 8,000,000 (N § (3,003.835) - 515,390.596
OPERATING PROPERTIE!
Real estate 45,905,993 (40,491,861)(d) — 5,414,132
Stockyards . 22.843.297 — {22.843,297) -
68,749,290 {40,491.861) (22,843,297) 5414132
(180,507)(c)
OTHER ASSETS *i.L.0 ... 5,920,706 (1,779,835)(d) (1,401,523) 2,558,841
$88,757,331 $(27.248.655) - $23.363:569

LIABILITIES AND STOCKHOLBERS EQUITY.
§ (2.658.538)(c)

CURRENT LIABILITIES ... R 3 8424226 (1.047.913)(e) $ (2,792,368) - § 1925407
R (10,439)(c)

Long-TerM DEBT, less current portion |, .~... 48,967,901 {28.713,737)(¢) {9,733.872) 10,509,753
{2,587.000)(b)

OTAER LIABITEES ., (1) S e 7,146,958 (181,250)(c) (1.864.560) -_ 2,514.148

Reserve FUND . . . — 8.000,000 () — £,000.000

SrocknoLnErs” EQui
Preferred stock..
Comion stock
Paid-in capital

1758464 (B.000.000)(T) ] N -

6.922,539 (93.057,141)(g) {12.857.755) 414,261

Retained carnings 171719.621 90,110,911 (a}

Treasury stock . . (2:182.378)
._24.218.246 {10,946.230) (12,857,753) 414,261
§88.757.331" - $(38.145.107) $(27.248.655). $23,363..

. Bo(o'ta\(zlu: per comman share or. lmcrml $15.66 $(7.08) L 8(8.31)
The ing Notes 1o Condensed Pro Forma C: idated Financial are

an integral part of these balance sheets,
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‘CONDENSED P'RO FORMA CONSOLIDATED STATEMENTS OF INCOME
For the Fiscal Year Ended October 31, 1983

Hitorics o Farms Bliindon 1ol Ajetnens Pro Forma
Propertics Under Ligeduting
Corporation - Letters of [next o Distribution Extity asd
a8é Sebsidiaries . . Comtract For of Reserve Fund
Audted) - _Sale (Note 13~ United Shures (Note 21 - Other (Note 3 (Unaudited) (Note 1)
REAL ESTATE OPERATIONS: : ) ’
(oan .. §20,261,061 $18,406,629 s — 5 — $ 1,854,432
Expenses .. 14.688,79: 12,498.052 314473 .
 Income {loss) from reaj estate . . 314473) 335,000) 313,162
STOCKYARDS OPERATIONS: -
27,382 283
22666187
- “Tncome frorn stockyards. . - 4,716,096 — —.
OTHER INCOME (Exv:ns!s):
Interest expense, net (4,160,278) (3,164,898) {326:138) o (669,222}
Nonrecurring proxy expenscs (2,430,000) -

- — 430,000 i

Corporaw general and ive ... {1.246,511) - {516,511) (2'!75.000) 655.000)

‘ (1,836.789) (3,164.898) (842.66%) 2,505,000} 1,324.222)

2451573 2.743,679 3,558,954 (2,840,000) (1,011,060)

647,000 1,321,000 1,597,000 1, 306000 (965,000}

........... 1,804,573 5 1422679 $ 1,961,954 $(1.534,000) © § . (46.060)
Net income (loss) per common

share or interest (Note d) ... 8 82 181 HE $.03)

Income before income taxes ..
PROVISION (CREDIT) FOR INCOME TaXES .

Net. income (loss)

CONDENSED PRO FORMA CONSOLIDATED STATEMENTS OF INCOME.
For the Quarter Ended January 31, 1984

Historical | Pro Forms Eliminations and Adjustments - ProForma
Cinal-Rundolph  Properties Under ) Liguidating
‘Corporstion - Letters.of Intest or Distribution Excity
ami Subeidiaries tract For Reserve Fund
Unawdited Sale (Note 1) i (Note 1) Otber (Note 3} (Unaudited) (Note 1)
REAL ESTATE OPERATIONS: . :
Revenuss. . E . $5,327,534 $4,776.560 s -— 5 $550,974
Expenses .. U 3,658.044 3.057.373 84,000 426.671
Incoine (loss) from real estate . 1669490 L 1.719,187. _._(84,000)
STOCKYARDS OPERATIONS:
Revenues .- 7,838,342 7838342
Expenses .. 6434188 6,434,188
I 1404154 o 1,404,154 —
Orxex [Ncome (EXPENSES): i
Interest expense, net ... . (1,109,380) {781.896) B (48,892) —
Corporate generaf-and (583.327) — {132.000) 272,000)
o ; (1,692.707) (781,896} T(s0892) . _(272.000)
Income before jncome taxes . . 1,380,937 937.291 1.139.262 (362,000)
ProvisioN:(CRERIT) FOR INCOME. TAXES 438,000 421,000 550.000 (166,000
" Net income (foss) . ... .. .. §. 942,937 $- 516,291 § 589,262 $ (196,000)
Net income {loss) per conmtmon share
of . interest (Not: 4y g g _S_is M

The accompanying Notes to Condenséd Pro Forma Consolidated Financial Slzl:ﬁ:nls
are an integral part.of these statements.
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‘ CANALRANDOLPH CORPORATION AND SUBSIDIARIES

THE LIQUID;&TlNG ENTITY

NOTES TO CONDENSED PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS:
October 31,1983 and January 31,.1984

1. Praperties Under Letters of Iniemt or Contract For Safe.
The d d.-pro forma lidated statements of income refiect the elimination of properties
for which 4 letter of intent of contract of sale has been exccuted through March 9, 1984, by removing
the-histosical operations of these properties for the fiscal year ended October 31, 1983 or the quarter
ended January 31, 1984, as applicable. The related balance sheet reflects the impact of the sales on
financial position effective January 31, 1984, as follows:

Estimzted net proceeds from sales-. ........ vl $139.,075,513
Carrying amount of properties sold and related deferred-charges . - (42.271.696)(d)
Estimated: laxes, net’ of deferred income taxes previously pro-

. 6.692.906)

- vided
90,110,911, (a)

Gain-on salcs of properties - .
Add (Deduct):
Carrying amount of properties sold and related deferred

charges ... . 42,271,696
Scttlement of related assets and liabilities, net 1,023,184 (c)
Martgage repayment ...l ..o . (29,761,650)(c)
Deferred income taxes previously provided (2,587.000)(b)

Cash generated from sales. . 101,057,141
Reserve Fund. . ... .00 .. ... .- (8.000,000)(f)
Distributions - to “stockholders:” ($60.17 per commo:
share) ..ol . $ 93,057.141 (2)

Negotiations are currently in progress for the sale of additional real estate properties. 1t is
anticipated that additjonal contracts of sale will be executed prior to the date that unsold assets are
trasisferred to the Liquidating Entity, Accordingly, the pro forma financial statements do not purport
10 represent the situation which. will actually prevail at the date it becomes necessary to effect the
transfer to conform with the requirements of Section 337.of the Code. Assets and fiabilities transferred
to*the Liquidating Entity will-be recorded for ‘Federal income tax purposes at amounts which will
reflect their fair values.

In the above pro forma computation:

The carrying amount of properties sold and related deferred charges reficct the. historical
costs as carried on the Company's balance sheet, net of depreciation and-amortization, of the
properties assumed sold for purposes of this pro forma sta:cment.

Estimated taxes, net of deferred income taxes previously provided, represents an estimated
provision for Federal, state and local 1ax Jiability, including estimated depreciation and investment
1ax ‘credit tecapture, property. transfer taxes and other taxes. in connection with. the sale of the
propertics.

Sertlement of related assets and liabilities, net; reflects. management’s estimate of the cash to
be realized upon the liquidation of operating, assets related 10 the propertics to be sold, such as
accounts receivable and prepaid items, net of satisfaction of -operating liabilitics refated to such
properties, such as trade accounts. payable.

Mortgage repayment reflects the outstanding: principal balance of mortgages 10 be repaid or
assumed by the purchasers on the properties being seld.
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NOTES T0O CONDENSED PRO FORMA CONSOLIDATED FINANCIAL STATEME
October 31, 1983 and January 31. 1984

5— Continued

Reserve Fund reflects management’s estimate of the amount 16 be reserved fram the net cash
proceeds otherwise distributable to stockholders from sale of the propertics, to provide for the
collateralization of letters of credit required under a letter of intent, a reserve for pending liniga-
tion, a reserve for the purchase of options outstanding under the Company's siock option plan, a
reserve for tax audits, and a general reserve for contingencies in liquidation. Management cur-
rently estimates that a total resarve of $10,400,000 will be required, of which $8,000,000 would be
provided from the proceeds indicated above and $2,400,000 would be provided from the Com-
pany’s other cash assets,

The above pro forma computation of distributions to stockholders ‘is presented for illustrative
purposes only, and is-subject to adjustment. For example, the above pro forma computations assume
that the Company will acquire the interest of the limited partner in the partnership which owns title to
One North Western Center, and do not give effect to the possible purchase or sale of a co-tenancy
interest i the Anaheim, California property. See “Proposed Plan of Complete Liguidation and Dis-
solution—Real Estate Dispositions—Properties Under Letters of Intent or Contract for Sale™ and
“_.Remaining Real Estate Dispositions™. The amount and timing of the initial and subsequent cash
distributions will be determined by the Board of Directors.

2. Distribution of United Shares.

The condensed, pro forma lidated of income reflect the pro rata distributior to
stockholders of shares in United by removing the historical operations of United for the fiscal year
ended October 31, 1983, and the quarter ended. January 31, 1984, as adjusted to include those
corporate expenses currently expected 10 be transferred to United.

The related balance sheet reflects the carrying amount of United’s assets and liabilities at January

31. 1984, ‘Reference should be made Lo the pro forma financial statements of United included else-
where in this Proxy Statement.

3. Other Pro Forma Adjustments.

e dotad

The d d. pro forma ted of income refiect the elimination of nonrecur-
ring cxpenses, principally proxy-costs-incurred in connection with the 1983 proxy contest for control of
the Company’s Board of Directors,

4.. Book Value and Net Income per Common Share or interest.

Book value per common share or interest is based upon 1,546,555 common shares or units of
interest in the Liquidating Entity, respectively, d ding at January 31, 1984. Net income
per common share or interest for the year ended October 31, 1983, is based upon 1,546,224 weighted
average common shares or units of interest in the Liquidating Entity, respectively, assumed outstand-
ing during fiscal 1983, Net income per common share or interest for the quarter ended January 31,
1984, is based upon 1,546,530 weighted average common shares or units of interest in the Liquidating
Entity, respectively, assumed outstanding during the period.




PRICE RANGE OF COMMON STOCK; DIVIDENDS
“The Company's Common Stock is traded on the NYSE under the symbol “CRH™. The high and -
Jow prices of the Company’s Common Stock for each quarterly period within the two most recent fiscal
years and for the first two quarters of fiscal 1934 through March 8, 1984; as reported on the NYSE
consolidated tape. are as follows:

Fiscal 1982 ik Lo
First Quarter $ 30 525%
Second Quarter 28% 24%
Third Quarter 40% 26Y%
Fourth Quarter ............ . 55% 37

Fiscal 1983
First Quarter 59% 52%
Second Quarter .......... 72 58%
Third Quarter 76k 69%
Fourth Quarter 88 70%

Fiscal 1984
First Quarter 1004 86%
Second Quarter (through March 8, 1984}, 93l 90

On June 11,1982, the last trading date prier to the-initial filing by Asher B. Edelman of a
Schedule 13D with respect 1o his interests in the Common-Stock, the closing price of the Company’s
Common Stock on the NYSE was $34%. On October 31, 1983 and January 11, 1984, the last trading
date prior 1o the public'announcement of the Board’s intention to consider liquidation of the Company
and the last trading date prior to the public announcement of the Board’s adoption of the Plan,
respectively, the’ closing. price of the Company’s Common Stock on the NYSE was $87 and $94,
respectively. On March 8, 1984, the closing price of the Company’s Common Stock on the NYSE
was $90.

The Company has paid regular quarterly dividends of $0.16 per share during fiscal 1981, 1982 and
1983. -If the Plan is approved, it is not anticipated that the Company will pay any further regular
dividends, in view of distributions p to the Plan.
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BUSINESS OF THE COMPAT

(E ding United kyards Cor

The Company is-a Delaware: corporation which commenced bisiness operations, through a
predecessor. in 1936, and is primarily engaged, directly and through subsidiaries, in the ownership and
management of real estate and stockyards. - Iis stockyards business is operated by United Stockyards
Corporation.. which will become an independent public company if the Plan is approved and consum-
mated.. See “United Stockyards Corporation” for a description of the stockyards business, operations
and assets, and “United Stockyards Corporation and Subsidiaries Selected Financial Data™, “United
Stockyards Corporation and ‘Subsidiarics Condensed Pro Forma Consolidated Financial Statements™
and the audited historical idated financial of United appearing elsewhere herein.

General

Apart from its stockyard operations. the Company primarily is cngaged in the ownership and
management of real estate. The Company, through various subsidiaries, has ownership interests in and
operates seven office buildings located in primarity metropolitan areas of California, llinois, New
York. Alabama and New Jersey. In addition. the Company owns through subsidiaries two parcels of
undeveloped land {each of which is adjacent 10 an office” building owned by the Company) in Illinois
and California of approximately 24,300 square feet and approximately 27,685 square feet, respectively,
and approximately 2,300 acres of rural property in-upstate New York. The ownership and manage-
ment of its commercial office propertiés represent the operational focus of the Company's real estate
business.

Commercial Office Properties

Four of the seven commercial office properties are wholly owned by subsidiaries of the Company.
Of the remaining three properties, 1wo are owned pursuant to tenancy-in-common agreements (one of
which involves the ownership of only the building and not the underlying land)-in which subsidiaries of
the Company hold 50% undivided interests, and one is owned by 2 limited partnership in which a
subsidiary of the Company is a 75% gencral partner. Four of the properties are subject to non-recourse
mortgages.and the rorigages on Lhe remaining three properties provide for recourse 10 the subsidiaries
of the Company helding interests therein (all as more fully described herein}.

The two propertics in Anaheim and Birmingham owned pursuant to tenancy-in-common agree-
ments are subject 10 a right of first refusal on the part of each tenant-in-common. A major tenant of
the Chicago property also has a right of first refusal if the limited.partnership owner wishes 10 sell the
property. For further information, sec the individual property descriptions which follow.

Each of the commercial office properties is-managed, direcly or indirectly, by the Company.
Many of the routine functions involved in maintaining the buildings. such as Jabor and cleaning
services, are contracted o outside concerns.

Space in the various buildings usually is leased on a mid-1o-long-term basis. The leases generally
includc escalation provisions under which'tenants are obligated to pay additional rent to reflect
increases related o such items as real éstate laxcs, wage rates and operating expenses. The Company
Believes that the average cffective rental. per square foot under existing leases at- many of the office
buildings, aithiough competitive with markct conditions at the time of lease, is significantly below the
current market rental rate for space in parable buildings in the i diate vicinity of such build-
ings. As.of October 31, 1983, the total rentable area ined in these buildinigs was approximately
95%. rented in the aggregate. Generally, 60%-70% of the space in each of the buildings is leased Lo
three or four major tenants. The balance of the space in each building is leased 1o numerous small
tenants under leases expiring at varions times.
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" The following charts sei-forth certain. information with. respect to the Company’s operating
properties, . Additional information concerning the Company's properties follows the charts.

" General Description of ProErties

Rentable .. Building's o i
Year o Nunber - Area . Car Puking . Owerip

Property . Completed -~ of Stories (g, fLy Clputv Type
One North Western Center,
Chicago, llinois 1919(1) - - 16 799,695 0 75%  Fee(2)
Barker Brothers Building, -
Los Angeles, California 1926(3) 12 453,910 G 100% . Fec
Union:Bank Sguare.
Osange, Cahfornia 1962 12 143,704 ~ 1,525 ~ 100% . Fee
(3.buildings) plus . 1968 12 154,760
3-siory parking 1966 6 71,861
deck ;1961 1. 10,806
. 1979 1 10,000
391,131
First Alabama Bank Building,
Birmingham. Alabama . - 1976 17 208,109 o 50%  Fee(4)
156 William Street,
New York, New York 1955(5)" 12 -193.983 0 100% Fee
Broadway Bank:Building. -
Paterson, New Jersey 1974 14 187,234 0 100% Fee
Bank of America Building,
Anaheim; Califoriia 1970 10 112,061 400 [ 50%  Leasehold of
. : underlying
land; Building
in fee(6)

(1) Substantially rehabilitated in 1981.

(2) In 1978, this property was. transferred to a limited partnership.. A subsidiary-of the Company, asa
general partner, holds a.75% interest in Lhe limited partnership which owns the property in fee.

(3) Substantially rchabllllated m 1982.

{4) This property-was devel 10 4. tena between a of
the Company and an aﬂ‘il:atc of First’ Alabama Bank, each of which owns an undivided. one-| ha!f
interest.

(5) . Includes a six-swory aadition constructed in 1957.

(6) This property was developed pursuant to 2 between 2 subsidiary of

the Company and an afflliate of BankAmerica Corporauon each of which owns an undivided one-
half interest. “The building is situated. on .land leased from another affiliste of BankAmcnca
Corporation through 2009 with rencwal options.

Building Tenant Enformation . 2
Annualized Rental

Nurber of Oceupancy . Income for Leases Avennge

Tenants as of Rateas of Execotedas of .~ Annial Renta)
© Property December 31, 1983 -~ December.31, 1983 . December 31, 1983 - (per sq. ft.)
One North Western Center-. 0., 2 92% $6,258,000 $ 8.50
Barker‘Brothers Building . 9 9% $3,586,000 $ 9.08
Union-Bank Sguare, . . .. 39 : 99% $3,664,000 $ 9.46
First Alabama Bank Building .. 36 100% +--$1,748,000 $ 8.40
156 William Street 5. . ‘. 18 © 100% 1 '$1,332,000 $ 6.87
Broadway Bank Building-. o 17 - 95% -$1,197,000 $ 6. 73
Bank of :America Building .0... . 32 N% . . $1,038,000 $10.0
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“ Mortgage Indebtedness*

ince Doe
at Matarity
Outstanding Annaal ¢ (including
‘Original Principal Fiterest and - Earliest acerued
Priacipal Amount as of Interesi’ ‘Amortization . Prepaymest ~ Maturity And nnpeid
R % Amownt " December 31, 1983 " Rate Payments Date2) Date interest)
One North”
Western- Center ¢
tconsolidated)-... ... 513,500,000, . $13,368,081(1) .. 12%% . S1BI080T - 12/14/91 12/1/01:° 37,156,809
. $ 1,000.000 S. 2,733,144(1) 12%% § 534876 None 12/1791. -8 237218
< Barker . Brothess, B
Building(3) i ... - 86,000,000 $ 4424.749(1) . - 8%W% . § 592,080 8/2/83 8/1/88 " §3,192,674
Union Bank Square .+ $10,000,000 $ 6224236 6% S 780,000 7421773 3/1/95. . 5 65,000
$ 2700000 - $ 2,514,258(1) 9%% . § 288,500 511478 2/1/95 - §1.625.000
(First’ Albama
Bank Building. ... "5 8,500,000 $ 8,042,671 8%% - § 788,292 10/11/85. .. "6/28/98  $5618,742
156 Wilkiam
Street L. °$ 5,000,000 s 646,000 4% § 328,000 5/1/66 4/30/84 . § 575,000
‘Broadway, Bank :
.. Buikding ..l $ 6,500,000 $ 6,051,003(1) §% 1§ 551052 6/29/72 6/1/09. S 46,421
“Bank of America
Building. ... ... '$ 4150000 $.3,615,826 su% 5 392172 12/1/81 12/15/01 5. 32,681

* All mortgages are-non-recourse cxccp( those encumbering. the Barker Brothers Building, Union
‘Bank Square'and Broadway Bank Building. . . y

(1) Mortgage is cither “due-on-sale™ or requires consent of holder as a condition to transfer or ‘sale of
property (in'the case of One North Western Center and Union Bank Square, such consent not to
be unrcasonably: withheld). E :

(3) Prepayment may incur premium (see:property descriptions below for additional information).

(3) In addition, this property is encumbered by a second .mortgage granted in connection with a
revolving-credit agreement with 2 bank. - See Note 3'to the C lidated Financial of
1he Company.

. Oné North. Wesiern Center, Chicago, Hlinois. One North Western Center is a_16-story office
building locazed: in the northwest corner of Chicago’s business. district. The building is located on
60,000 square fect of land; bounded by North Canal Streetto the west, Randolph Sireet tothe south,
Lake Street 1o the north and Water Street 10 the east. Built in 1919, the building was purchased by the
Company in 1935 and converted into office space. As renovated in 1981, the building contains 799,695
square feet ‘of met rentable space, including 21,399 square feet of retail $pace.” A letter. of intent has
been executed for the sale of this property. See““Proposed. Plan of Complete Liquidation and Dissolu-
- tion-~Real Estate Dispositions—Properties Under, Letters of Intent or Contract for Sale™.
Canal-Randolph Associates Corporation, a wholly owned subsidiary of the Company, is a.general
partner:holding a-75%:interest in Canal-Randolph Associates (“Associates™), the limited'partnership
which-owns this property.in fec. The limited partner, Canal-Center Associates, a Nzw York limited
partnership in which neither -the. Company ‘nor-any of its subsidiaries: has an interest; holds a-25%
Jinterest in Associates. : Upon a sale of the entire property, approximately 90% of the p ds in excess
of third_party mortgages will be received by subsidiaries of the Company by virtue of a wrap-around
mortgage (see. Note 8 to.Canal-Randolph. Corporation and Subsidiaries Consolidated Financial State-
“ments appearing: elsewhere herein) and thie provisions of the partnership agreement. 'As 1he general
-, partner; Canal-Randolph ‘Associates Corporation is empowered to sell all or a portion of the property
without first-obiaining the consent of the limited partner. el
<" Chicago-and: NorthWestern Transportation- Company {“Chicago Railroad”), a major tenant of
the building; has a right of first refusal to purchase all er any portion of* Associates’ interest-in the -

37




building, which right is triggered upon the receipt by Associates of 4 written offer by a third party
which Associates is willing to accept. Chicago Rajlroad has 15 days upon rece;pt of Associales™ notice
of such offer to ¢lect 10 purchase on the same terms and conditions as the offer.

The property is subject to (i) a consolidated first morigage with an outstanding principal balance
as of December-31. 1983 of $16,101,225, currently held by the Board of Trustees of the National
Elecirical Contractors Association Pension Benefit Trust Fund. and (ii) the above-mentioned wrap-
around mortgage held-by a subsidiary of the Company. The wrap-atound mortgage will be paid off in
connection with the sale of the property. The first mortgage matures in part on December 1, 1991
($2.733,144 outstanding as of December 31, 1983) and in part on December 1, 200 (313,368,081
outstanding as of December 31, 1983) and contains a provision requiring the mortgagee’s consent {not
to be withheid if the buyer is financially responsible and experienced in managing similar properties) as
a condition to a sale or conveyance of the praperty subject to this indebtedness. The portion of the first
mortgage which matures on December 1, 1991 is not prepayable. The balance is prepayable beginning
on December 14, 1991, subject to a 5% prepayment premium, declining thereafter at a rate of %% per
year,

Pursuant 1o the terms of the Associates’ Partnership Agreement. the general partner, Canal-
Randolph Associates Corporation, receives a fee of $12,000 annually for its services as general pariner.
Canal-Randolph Associates Corporation is alsa entitled under the terms of the Partnership Agreement
to additional fees for property management and leasing services.

Chicago Railroad Icases 426,265 square feet of space in the building under a lease expiring in
August 2001 at a current annual rental of $3,330.600. plus escalation and charges for utilities. Chi-
cago Raflroad also has two five year rencwal options at 5% of the then prevailing market rental rates
for similar space. and a right to terminate its lease in whole or in part, with termination payments, in
August 1991 or August 1996. Hllinois Bell Telephone Company (“Illinois Bell”) leases 102,540 square
feet of space in the building under five separate leases expiring between January 1990 and December
1992 at an aggregate current annual rental of $973.800, plus escalation and charges for. utilities.
Hlinois Bell has options-io terminate its leases in serics commencing in 1987. The leases to Chicago
Raitroad and lllinois Belt cover approximatcly 66% of the space in the building. The building’s other
tenants are primarily Federal government agencics and advertising and communications firms. In the
aggregate, these other (enunts ocoupy approximately 26% of the building (or approximately 206,914
square feet) under leases which provide for annual rentals of $1,953,673 and expire ratably from 1985
through 1991,

The annual real estate tax assessed against the premises for the tax.year ended December 31, 1982
wits $753.175.

The Company. through a subsidiary; also owns certain undeveloped land near One North Western
Center and is currently negotiating to purchase additional adjacent undeveloped tand. For additional
information, see “Vacant Land" below,

Barker Brothers Building. Los Angeles, California. The Barker Brothers Building is a 12-story
office tower located in downtown Los Angeles. The. building is located-on 36,288 square feet of Jand,
bordered by Seventh Street 16 the north. a parcel of land-owned by the Company to the south (see
“Vacant Land” below),. Figueroa Street 10 the west and Flower Street 1o the east. Completed in 1926,
the building contains 453,910 square fect of rentable space. consisting of 333,148 square feet of office
space and 120,762 square fect of retail space. A letter of intent has been executed for the sale of this
property. -Sec “Proposed Plan of Compleie Liguidation and Dissolution—Real Fstate .Disposi-
tions—Properties Under Letters of Intent or Contract for Sale™.

The Company, througl its subsidiary Canal-Randolph Figueroa, Inc., owns this property. in fee,
owns certain- adjacent undeveloped tand and holds a leaschold interest in a third adjacent property.
Another subsidiary of the Company, Figueroa l.and M Inc., owns additional adjacent land
improved with a two-story structure, For additional information, see “Vacant Land” below.
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Encumbering the property-is a first mortgage currently held by Massachusetts Life Insurance
Company with an-outstanding principal balance as of December 31, 1983 of $4,424.749. The terms of
the ‘mortgage do not limit the holder’s recourse in the event of a default (o the real property and
therefore the maker, Canal-Randolph Figueroa, Inc.. is liable for its repayment. The mortgage, which
matures on August 1, 1988, is subject to a prepayment premium in the current loan year of 5%.
declining at the rate of %% per year, and is otherwise duc and payable upon the sale of the property
unless the mortgagee consents to such sale and 1o the prospective buyer. 1n addition, the Company has
4 revolving credit agreement with Continental Hlionis Bank which is secured, in part, by a mortgage
encumbering the property.

Household Merchandising. Inc. (“Household”) leases 140,786 square feet of retail and other
spact in the building under a lease expiring in Scptember- 1987 at a current annual rental of $393.972,
with two len-year and one five-year renewal options at rental rates based on increases in the consumer
price index; American Telcphone and Telegraph Company (“AT&T") leases 107,867 square feet of
space in the building under two leases expiring July 31 and November 30, 1987 at an aggregale current
annual rental of §1,761,642, plus escalation. A portion of AT&T’s lease.may be terminated by AT&T,
without penalty. in either December 1984 or December 1986. The Pacific Telephone and Telegraph
Company ("PT&T") leases 69,000 square fect of rentable space in the building under a lease expiring
in July 1984 at a current apnual rental of $607,200 plus escalation. This tenant has indicated that it
dags not intend 1o renew its lease. ‘A portion of this space has been leased by AT&T, with which
ncgotiations are under way for further space in this building. The Fashion Institute of Design and
Merchandising (“Fashion Institute™) leases 66,350 square feet of space in the building under two
lezacs. one expiring on March 25, 1989 and the other granting 2 month to month tenancy, at an
aggregate current annual rental of $456.873 plus escalation.. The {cases to Houschold, AT&T, PT&T
and the Fashion Institute cover approximateély $5% of the space in the building. The building’s other
Lénants are primarily educational institutions and recreational facilities. In-the aggregate, these other
tenants occupy approximately 8% of the building (or approximately 38,133 square feet) under leases
which provide for annual rentals of $365,813 and expire principally in 1990.

The annual real estate tzx 1o be assessed against the premises for the tax year ending June 30,
1984 will be $104.307.

The Company currently is involved in litigation with Household relating to, among other things,
the interpretation and caforcement of cerlain clauses in, and amendments to, its lease. Household
Claims it was overcharged by the Company. for electricity, and also claims that certain earlier agree-
ments in which it released two floors of the building to the Company were . duced by fraud.
Household sceks reimbursement of the allcged overcharges, recovery of the two floors and damages for
alleged breach of contract, fraud and deceit. The complaint in this action does not specify the amount
of actual damages sustained. but secks punitive damages of §10,000,000. Management believes the
claims with respect 10 the agreements are without merit and will defeud again.t them vigorously, and
does not believe that the Company’s liability with respect to such cluims or any clectricity overcharges
will be material.

Uniion Barik Square, Orange Cownty, California. Union Bank Square is a five-building complex
focated on cight acres'in Orange County, California, fronting on Main Street and bounded by Bedford
Street to.the west, La Veta Street 10 the north and the Garden Grove Freeway to the south. The two
I 2-story office towers were constructed in 1962 and 1968, respectively, the one 6-story office tower’in
1966 and the two single story buildings in 1961 and 1979, respectively, and contain an aggregate of
391,131 net rentable square fect with on-site parking for 1,525 automobiles. A letter of intent has been
executed for the sale of this property. “Sec “Proposed Plan of Complete Liguidation and Dissolu-
tion-—Real Estate Dispositions —Properties Under Letters of Intent or Contract for Sale™.

The Company’s subsidiaries own ihe fee and -leaschold estates in‘the property separately. - The
leasehold is encumbered by a first morigage with' a ‘principal balance as of December 31, 1983 of
$6.224236 currently held by The Equitable Life Assurance Society of the Uniled States
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(“Equitable™). The mortgage matures on February 1, 1993, The terms of the mortgage do not limit
Equitable’s recourse-in the cvent of a default to the real property and therefore the ‘maker, Canal-
Randolph Pacific, Inc., is iabte for its repayment. The morigage is not currently subject to a ““due-on-
sale’” provision. The morigage includes a right 1o prepay subject 10 a prepayment premium in the
current-Joan year of 2%:%, reduced by %% for each loan year to not less than 1%.

A sccond [caschold mortgage with an outstanding principal balance as of December 31, 1983 of
$2.514,298, currently held by The Traveler's Insurance Company, further encumbers the leaschold,
The mongage. which matures on February 1, 1995, contains a prohibition against sale or conveyance
without the morigagee's consent, which consent is not to-be unreasonably withheld. The mortgage
includes a right to.prepay in any loan year, upon 60 days' notice, with a prepayment premium in the
current loan year of 5% reduced by %% for each loan vear to not less than 1%,

PT&T leases 200,137 square feet of space in the buildings under four leases expiring between
April 1986 and January 1988, at an aggregate current annual rental of $1.698.500. plus escalation and
charges for utilities. PT&T has an option 1o renew its lease for space in the South Tower of the Union
Bunk complex for cither two five-year periods (with a rental increase of $2.00 per square foot for the
first-five-year renewal period, and $1.00 per square foot for the second five-year renewal period) or one
ten-year period (with a rental increase of $2.00 per square foot). Union Bank leases 50.799 square feet
of space in the buildings under three leases expiring between November 1989 and October 1992 at an
aggregate current annual rental of $326.500 plus escalation and charges for utilities. Union Rank has
an option 1o rencw its lease for a portion of its space for two 15-ycar periods at 75% of the then
prevaifing market rental rute for similar space. Actna Casualty & Surety Company (“Aetna”) leas—s
42,219 square feet in the buildings under a lease expiring in November 1987 at a current annual rental
of $348,400, plus cscalation and charges for utilities. . The leases to PT&T, Union Bank and Actna
cover. approximately 75% of the space in the buildings. The buildings’ other tenants are primarily
nonprofit organizations and service nrius. In the aggregate, these other tenants occupy approximately
24% of the building (or approximately 94.065 square feet) under leases which provide for annual
rentals of $1.290.980 and expire ratably from 1904 through 1989,

The annual real estate tax to be assessed against the premises for the tax year ending June 30,
1984 will be'$164.050,

First Alab Bank. Building.. Birmingh Alab The First Alabama Bank Building is a
17-story office. tower ‘located at the interscction of Fifth Avenue and 20th Street in downtown
Birmingham, Alabama. Completed in 1976, the building comains approximately 208,109 net rentable
square feet of office space.

Canal-Ra dolph Birmingham, Inc., a-wholly-owned subsidiary of the Company, and Exchange
Company, an affiliate of First Alabama Bank, as tenants-in-common, own this property in fee. Each of
the tenants-in-common holds an. undivided 50% interest in the property pursuant io a tenancy-in-
common agreement.

Each of the tenants-in-common has a right of first refusal to purchase the property. Upon notice
by a tenant-in-common naming a real cstate appraiser, the tenant-in-common receiving such notice
second real estate appraiser, who, with the first appraiser, selects a third. The three real estate
. by a majority vote, sct a fair market value for the property (f.e.. the land and improve-
anM Thc notified tenant-in-common then opts to sell its entire interest to, or purchase the entire
interest of. the initiating tenant-in-common. The purchase price to be paid to the selling tenant-in-
common is equal to onc-hall of the appraised valuc of the property after deduction of the then out-
standing principal balance of the permanent mortgage.

The property-is encumbered by a mortgage currentfy held by Equitable. The mortgage, which had
4 principal. balance as of December 31, 1983 of $8,042,671. matures on June 28, 1998, Prepayment
may be-made up 10 $425,000 in any one loan year without a fee. Beginning October 11, 1985, the
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cemire balance may be. prepaid subject to a prepayment charge of 5% of the amount so prepaid in excess
of $425.000. The prepayment charge declines at the rate of %% each loan year thereafter 10 not less
than 1% There is no “duc-on-sale” provision contained in (he mortgage. Pursuant-to the terms of a
Manazgement Agreement with the tenanis-in-common, Canal-Randoiph Birmingham, Inc. is entitled to
an annual management fee equal to 1%4% of gross receipts of the property.

The Exchange Security Bank (“Exchange Security™) feases 64,156 square feet-of space in the
building under a ledse expiring in April 2009 at a current annual rental of $520,599.96 plus escalation
and charges for utilities.. Exchange Security has an option to renew its iease for two ten-year renewal
periods at the then prevailing rarket rental rates for similiar space. Lange, Simpson, Robinson &
Somerville (“Lange. Simpson™) cases. 20,241 square feet:of space in the building under two leases
expiring in 1986 and 1991 at a current annual rental of $152,268 plus escalation. Lange, Simpson has
the option to renew- one of its leases covering 4,718 square feet for onc five-year period at an annual
rate of $46.000 plus escalation. The leases to Exchange Security and Lange, Simpson cover approxi-
mately 41% of hic space in the building. The building's other tenants are primarily accounting and
investment firms and utility companies. In the aggregate, these other tenants occupy approximately
59% of the building (or approximately 123.712 square feet) under leases which provide for annual
rentals of $1,075.500 and expire ratably from 1984 through 1992,

The annual real estate tax assessed against the premises for the year ended September 30, 1983
was $147,198,

156 William Street, New York, New York. 156 William Street is a 12-story office building with a
six-story addition located on 18,100 square feet of land in downtown Manhattan at 156 William Street,
berween Beckman Street and Ann Strect. Constructed in 1955 and subsequently added to in 1957, the
building contains approximately 193,983 square feet of net rentable space. A contract for the sale of
this property has. been executed. Sec “Proposed Plan of Complete Liquidation and Dissolution—Real
Estate Dispositions—Properties Under Letters of Intent or Contract for Sale™.

BWA Corp. ("BWA™), a wholly-owned subsidiary of the Company, owns 100% of this property
in' fee.

The property is encumbered by a first morigage, which had an outstanding principal balance as of
December 31, 1983 of $636,000, granted to Bankers Trust Company, as trustee, for the purpose of
securing a bond- offering .of $5,000,000. - All of the bonds currently are held by New York Life
Irisurance Company. ‘The mertgage has a maturity date of April 30, 1984 and provides for a prepay-
ment: right, in.whole or in parL. on any interest date with 30 days notice. - There are no prepayment
premiums currently applicable and no “due-on-sale™ provisions contained in the mortgage.

Zurich Insurance Company (“Zurich™) leases 70,122 squase feet of space in the building under a
lease expiring in November 1985 at a current annual rental of $330,363.60 plus. escalation. Com-
mercial Union Insurance Company (“Union™) leases 45,865 square feet of space in the building under
a lease expiring in December 1985 at a current annual rental of $199,724 plus escalation. Lloyd Bush
Jeases 50 square fect. of space in (he building under two leases expiring on June 30, 1988 and
August 31, 1991, at'a current annual rental of $316,824 plus escalation and charges for utilities. Lloyd
Bush has an option to renew the lease expiring in 1991 for one five-year period at a base annual rental
of $396:263. The leases to Zurich, Union and Lloyd Bush cover approximately 74% of the space in the
building. The buiilding’s other tenants are primarily software ang service-related firms. In the aggre-
gate, these other tenants occupy approximately 26% of the building (or approximately 50,046 square
feet} under leases which provide for annual rentals of $485.288 and expire ratably from 1989
through 1993,

The annual real estate tax to be assessed against the premises for the tax year ending June 30,
1984 will be 5376.649.
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BWA instituted litigation against Altrans Express LL.S.A., Inc. (“Altrans™), a subtenant, in late
1983 seeking to recover approximately $422,000 in electricity billings for a period beginning in 1967,
Altrans has counterclaimed against BWA, alleging a breach of its sublease and fraud on the part of
BWA. Management believes that Altrans® claim is without merit.

Broadway Bank Building, Paterson, New Jersey. The Broadway Bank Building is a 14-story
office -tower located on 64,469 square feet .of land in downtown Paterson, New Jersey within the
Alexander Hamilton Plaza. Completed in 1974, the building contains approximately 187,234 net
rentable square feet of space. Canal-Randolph Urban Renewal Corporation One, a- wholly-owned
subsidiary of the Company, owns 100% of this property in fee.

The property is encumbered by. a first mortgage with an outstanding principal balance as of
December 31, 1983 of $6.051.003 currently held by The Prudential Insurance Company of America
(**Prudential”) with a maturity date of June 1, 2009, The terms of the. mortgage do not limit Pruden-
tial's recourse in the event of a default to the real property and therefore the maker, Canal-Randolph
Urban Renewal Corporation One,-is liable for its repayment. The mortgage contains a prohibition
against a sale of the property without the morigagee's prior consent. The mortgage alse provides for a
right of prepayment on any interest date with no prepayment premium.

Broadway Bank and Trust Company (*‘Broadway Bank™) leases 83,675 square feet of space in the
building under a lease expiring in March 2009 at a current annual rental of $507,696, plus escalation.
The State of New Jersey leases 36.729 square feet of space in the building under a lease expiring in
March 1994 at a current annaal rental of $257,317 plus escalation and charges for utilitics. The
General Services Administration (“G.5.A.") leases 24,398 square feet of space in the building under
three leases which will expire betweer May 1984 and February 1987 at a current annual rental of
$194,528. The leases to Broadway Bzok, The State of New Jersey and G.S.A. cover approximately
77% of the space in the building. The building’s other tenants are primarily utility companics and
service-related firms. - In the aggregate, these other tenants occupy approximately 18% of the building
(approximately 33.070 squaré féet) under leases which provide for annual rentals of $237.360 and
expire principally from 1984 through 1987.

The annual real estate tax assessed against the premises for the year ended October 31, 1983 was
$179,538

Broadway Bank instituted litigation against Canal-Randolph Urban Renewal Corporation One in
May 1983 relating to alleged water leaks in the Broadway Bank building. The plaintiff seeks repair of
the leaks, damages and reformation of the lease to reduce the rent for the entire term ““to reasonably
reflect the reduced value of the structurally defective demised premises.” The Company has made a
claim against its insurance carrier with respect to this litigation which the carrier has denied in part,
The Company has alse made claims against the general contractor and the architect. Management
belicves the claim. is covered by.insurance and in any event is not material, although the pendency of
this litigation may impact the price at which the Company could sell the property.

Bank of America Building, Anaheim, California. The Bank of America Building is a 10-story
office tower located on approximately 110,572 square feet of land in downtown Anaheim, California,
bordered by Broadway Street to the north, Harbor Boulevard to the west, Elm Street to the south and
Helena Street 10 the east. "Completed in 1970, the building contains approximately 112,061 rentable
square feet of office space and an adjacent parking deck for 400 automobiles.

Canal-Randolph Anaheim, Inc., a wholly owned subsidiary of the Company, and BankAmerica
Corporation, an affiliate of BankAmerica Company, as tenants-in-common, own the building and lease
the underlying land under a ground lease irom Bank of America National Trust and Savings Associa-
tion ("Bank of America™} for'a term expiring in 2009 with renewal options whiel, if exercised, would
extend the lease 1erm 10 2068. - Each of the holds an undivided 50% interest in the
property. ‘Each tenant-in-common has the right to initiate the sale of its interest to the othér co-tenant,
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or_the purchase of such other co-tenant’s interest, by notice from the initiating tenant-in-common
setting the proposed purchase or sale price. Thc tenant-in-common so notified lias the option to sell its
entire interest to the initiating tenant-in-common or buy the entire interest of the iniiiating tenant-in-
common at the price set in the notice. On February 10, 1984, Canal-Randolph Anaheim, Inc. initiated
the purchase-sale procedure. See “Proposed Plan of Complete Liguidation and Dissolution—Real
Estate Dispositions—Remaining Real Estate Dispositions™.

The ground lease from Bank of America provides that the ground lessee’s interest in the ground
Iease can be transferred upon the sale of the building on the condition that the buyer of the building
assumes the ground lessce’s obligations under the ground lease.

Prudential is the current holder of the first mortgage on the property, which mortgage had an
outstanding principal balance as of December 31, 1983 of $3,615,826. The mortgage, which has a
maturity date of December 15, 2002, includes a right 0 prepay subject 1o a prepayment premium in
the current loan year of 2%, reduced by %% per year for each of the next two years, and remaining at
1% thereafter. There is no “duc-on-sale provision contained in the mortgage. Pursuant to a Manage-
ment A with the t Y Canal-Randolph Anaheim, Inc. manages the property
for a management fee equal w0 6% of gross revenues.

Bank of America leases 48,142 square feet of space in the building under five separate leases.
Four of the leascs, covering about 9% of the total area rented by the tenant, will expire from April 1984
through January 1989. The remaining Jease covering the rest of the area rented:by the tenant will
expire in May 2009. The aggregate annual rental for all of Bank of America’s space is currently
$373,048. plus escalation with respect to the four leases referred to above. Each of the leases to Bank
of Ameérica provides the tenant with options to renew for substantial periods of time at the then
prevailing market rental rates for similar space. The building’s other tenants are primarily marketing,
real estate and insurance firms. In the aggregate, these other tenants occupy approximately 49% of the
building (approximately 54,954 square feet) under leases which provide for annual rentals of $665,252
and expire ratably from 1984 through 1987.

The annual real estate tax to be assessed against the premises for the tax year ending Jure 30,
1984 will be $57,933.

Vacant Land

In addition to its commercial operating properties, the Company, through subsidiaries, owns three
other saleable or ‘developable properties in New York, Iltinois and California.

Stockbriar Farm, which consists of 2,300 zcres in northern Dutchess County, New York, is owned
by Stockbriar, Inc.. a wholly owned subsidiary of the Company.. The farm, which has a varied.terrain
of farmiands, wetlands, and waoodiands, is the site of a large house with swimming pool-and tennis court
as well 25 a variety of outbuildings, some of which are habitable. The farm was purchased in 1968 and
operated as a farm and cattle operation. " 1t was contracted for sale in 1979 at a contract; price of
$2,100,000. On the stipulated closing date in March 1982, the purchaser did not have sufficient funds
10 complete the purchase and failed to close. Litigation was commenced by Stockbriar, Inc. to regain
possession of the farm. In one action, the purchaser has asserted various counterclaims which, in
essence, seek specific performance, compensatory damages for breach of contract, fraud, rents,
improvements 10-Stockbriar. Farm made by the purchaser, tortious interference with the purchaser’s
rights and libel. . Management believes (hat the counterclaims are without merit. The trial of ‘the
action has been completed and decision is pending. The property is now being offered at a purchase
price of $2.75 million. The Company might consider holding a purchase money mortgage for a period
of up 1o one year in order to facilitate a sale of this property. Such sale could be delayed until the
above-mentioned Htigation has been resolved.

The Company, through 2. wholly owned subsidiary, owns approximately 24,300 square feet of land
in Chicago, linois abutting N. West' Water Street on the west, between Randolph and Lake Streets
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and extending east to the Chicago River. The Coumpany currently is' negotiating to acquire certain
additional related parcels and develepment righte,

The Companty, through two of its wholly owned subsidiaries, is the fee owner of 28,043 square feet
of land. adjacent to the Barker Brothers Building. A 9,756 square foot portion of this property is
improved with a two-story structure. Additionally, the Company controls, under a long-term sublease,
anothér. adjacent land parcel of 10,040 square feel improved by a one-story building. The letter of
intent relating to the sale of the Barker Brothers Building also provides for the sale of these interests.
See “Proposed Plan of Complete Liguidation and Dissolution—Real Estate Dispositions—Properties
Under Letters of Intent or Contract for Sale™.

Other Assets

In addition to-its commercial office buildings and developable sites, the Company owns certain
other assets relating to the 1982 sale of one of its real estate properties.

In October, 1982, Fordham Hill Properties (“FHP™). a subsidiary of the Company, sold its
apartment and office building complex in the Bronx. In connection with the sale, the project was
converted to cooperative ownership primarily through the efforts of an individual, whose purchase of a
block of unsold shares (representing ownership. of apariments not purchased by tenants) enabled the
conversion to take place. . FHP deposited $3.000,000 with Citibank, N.A. (“Citibank™) to secure
FHP's guaranty in such amount of a loan made by Citibank 1o such individual (the “Borrower™} to
enable him to buy the unsold shares on conversion. FHP is entitled to the return of $1.000,000 of its
collzteral (and a proportionate reduction of its guaranty) on April 1, 1984 if the loan to the Borsower is
not then in default and if certain other conditions are met, and is entitled 10 the balance of its coltateral
(and cancellation-of its guaranty) upon full repayment of the loan scheduled to occur September 30,
1985. 'However, Citibank took the position on November 30, 1983 that the loan is in arrears in the
amount of $354,083.50. which is the amount of the first payment due on the loan in February 1983.
The ability of the Company o obtain a release of all or any portion of the 53,000,000 is therefore in
question. The Company has the right to acquire Citibank's loan pesition should the Borrower default.
Additionally, the $3,000,000 so pledged was part of the sale proceeds, but was not recognized for
accounting or -income tax purposes due to the uncertainty of future performance by the Borrower.
Upon release to the Company such proceeds would be subject to applicable taxes.

The other asset of FHP is'a retained 20% net profits interest in the sales by the Borrower of the
unsold shares. Since the bulk of the unsold shares represent ownership of apartments occupied by
senior citizens and possibly hardicapped non-buyers who are not eviciable, the timing of the disposi-
tions and the value of the shares currently is impossible 1o predict. The Company currently anticipates
that it will not sell this interest, but will retain it and transfer it to the Liquidating Entity.

Headquarters Lease

The Company leases an aggregate of approximately 7,200 square feet at 277 Park Avenue, New
York, New York which is the location of its principal executive offices. The lease and certain subleases
for this space expire in April 1985. It is contemplated that the Company, United and the Liquidating
Entity. will have offices and personnel located there during the period following adoption of the Plan.
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CANAL-RANDOLPH CORPORATION AND SUBSIDIARIES

SELECTED FINANCIAL DATA
{Thousands of Dallars, except per-share duta)

The following table summarizes certain selected financial data with respect to the Company and is qualified
in its’entirety by reference to the historical, consolidated financial statements of the Company and its subsidiaries
inicluded elsewhere herein. The financial information for the three months ended January 31, 1984 and January
31, 1983, in the opinion of reflects all adj (consisting only of normal accruals) considered
necessary for a {air presentation of the results:for interim periods. The results of operations: for the interim
periods are ot necessarily indicative of the results of operations for the related fiscal years.

Operating Data

Three months ended
Juinuary 31, Years ended October 31,
1984 1983 1983 1982 1981 1984 197%
unaudited)

Revenues ......0..... $ 13066 5 12091 § 47643 5 48769 § 46568 $ 40.136 - § 37.190
Netincome ... ...:. $ 943 § 649 $ 1805 S 8360 $ 2014 S 1484 § 1285

Perishare®. ... ... g 61§ 42 8 1178 554 § 130§ 96§ .83
Cash dividends s 247§ 247 § 990 § 990 § 996§ 990 $ 990

Per share .. $ 16 .8 6 8 64§ 648 64 8 64 5 64
Property additions and

improvements . ... . $ 755§ 1031 §. 4917 $ 3948 S 0671 §. 559 § 4585

* Compuled on weighted average number of shares outstanding during the period.

Balance Sheet Data
Jnnuary 31 October 31,
1984 1983 1982 1981 1980 1979
(unaudited)

Current assets. . .. ouuninvenonns $ 14,087 % 14017 3 8,30 5§ 90457 F 7,685 $§ 6,675
Operaling propertics, net . 68,749 68,995 68,004 65.935 59,492 57,015
Other assets 5921 5.882 5510 17,638 12.668 13,141
Total assets $ 88757 § 88894 S 82,044 'S 92718 5 79845 § 76.831

Current liabilities . .. ...
Long-term-dcbi

o

8.424 8- 8739 $,823 § 12,473 §.17.095 § 10.009
48,968 49,527 43,198 57,849 41,925 48.239

o

Other:..o...... : 7.147 7.107 7.340 7,285 6.729 5,013
Stockholders” equity .. . . 24,218 23,521 22,682 15,111 14,096 13,570
Total liabilities and stockhalders’

QUYL § 88,757 § 88.894 '$ $2.044 $ 92718 $ 79.845 § 76,831
Common shares-outstanding at

period-end .ol 1,546,555 1,546,480 1,545.605 1_.545,605 1.545.605  1.545,603
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CANAL-RANDOLPH CORPORATION AND SUBSIDIARIES

MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND
FINANCIAL CONDITION
Three Years Ended October 31, 1983
General .

Canal-Randolph’s net incame increased in 1983 as compared with 1982 afier excluding gains from
the sale'of properties. The real estate operations grew increasingly profitable while the stockyards
experienced a 7% decline in operating profits. Compared to 1981, 1983 reflected a 62% improvement
in real estate operations; but a 16% reduction in stockyard operating profits.

At the consolidated level, 1983 net earnings were-well below these of 1982, and slightly lower than
1981. Net income for. 1983 was $1,804,573 (3].17a sharc) compared with 58,560,352 (35.54 a share)
for 1982 and $2.013,46]1 (S1.30 a-share) for 1981,

The major differences between the three years.arc expenses and income at the corporate level.
These are detailed in the “Other Income {Expense)” sectionof the Company’s consolidated statements
of income which appear.in'the historical Consolidated Financial Statements of the Company appearing
elsewhere herein,

In brief, 1982 was an exceptional year primarily because two properties were sold which provided
the Company with & pre-tax capital gain of $10.096.228. These gains represented 80%. or $4.45 a
share, of 1982° et income, and narmal operations represented $1.09 per-share,

By comparison, during 1983 therc were no capital gains, but the Company incurred 52,430,000, or
$0.84- per share net. of non-recurring legal fees and other costs incident to the 1983 proxy contest.
Offsetting those unusual proxy costs was a §1.5 million reduction in interest costs ($0.30 a share net),
which was primarily the result of the 1982 sale of a New York City. apartment complex and a
reduction in corporate borrowings.” Accordingly, comparisons between 1983 and 1982 become complex
because of these non-comparable elements.

Contrasting 1983 with 1981 is: more straightforward. - Neither ‘year had capital gains of any
consequence, Net interest expense was very similar at $4.2 million in 1983 vs. $3.8 million-in 1981,
and the sum of net interest costs and corporate general and administrative expenses in 1983 was
virtuaily identical with those of 1981 A comparison between the net incomes of 1983 and 1981 shows
that the principal difference was that 1983 included the proxy contest costs which, 1981 did not.

Real Estate

While 1983 revenues decreased 4,9%, operating profits increased 4.6% over 1982 and 62.17% over
1981, Revenucs decreased $1.05 million in 1983 principaily because there were seven income produc-
ing properties that'ycar compared 16 cight in 1982, as.an apartment complex in New York City which
contributed $4.9 million in revenues in 1982, was sold October 1. 1982. A comparison ‘of the seven
remaining ‘buildings on a. year-to-year basis shows that average revenues per building were 20.6%
higher in 1983.

Operating earnings for 1983 were higher than those of 1982 due to higher lease rales and a higher
apgregate occupancy which was 95% of toral available office’space compared 10 92% in 1982,

1983 redl estate revenues were 10.5% above those of 1981 even though the 1983 portfolio con-
tained one less property. - The revenue differences between the two years reflect . 4% increase in;
aggregate occupancy and higher per:foot lease rates. In 1981, a number.of tenants were paying lower:
than markel rates on leases executed in earlier years. As the leases expired. tenants renewed leases at
higher rates or new: lenants took occupancy at market rates.

Occupancy gains over the past. two vears have been the result of aggressive leasing efforts and the
Company’s refurbishing -of its, properties. - Income was higher because the Company now has more
aggregate square feet under lease at-higher rates than in previous vears,
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Real cstate operating expenses werc lower in 1983 than in ejther 1982 or 1981 principally because
the Company owned and operated one less property. The relationship of expenses to revenue showed a
steady improvement from 1981 to 1983, moving progressivety downward from 83.4% in 1981 10 75% in
1982 and then to 72.5% in.1983.

This relationship reficcts an cssential nature of real estate properties, in that once the significant
fixed costs such as mortgage interest, depreciation. insurance and taxes are covered, the incremental
costs 10 service additional tenants is modest compared to the rental income provided. This is what has
oceurred as the aggregate occupancy at the Company's properties has increased over the past several
years.

Stockyards

Altheugh stilt quite profitable. income from stockyards operations has declined in each of the past
1wo years from $5.6 million in 1981 to $4.7 by 1983, a shortfall of 3866 thousand. -The decline is
ciosely related 1o an $841 thousand reduction in revenucs. Revenues are dependent on a varicty of
sourees, but the critical element is the number of animals brought to United's facilities.

That number declined from 13,600,000 head in 1981 10 12,500,000 head in 1982 to 10,900.000
head in 19%3. Revenues are also influenced by the mix of species {cattle, hogs. sheep), with cattle
generating the highest fees and sheep the lowest.

Velume is dependent basically on two factors: the number of animals produced in areas reasonably
near United's stockyards, and the degree to which a producer is convinced he will get a better price for
his livestock at 2 United stockyard facility than he will by negotiating directly with a meat packer or by
selling through a competing. but usually smaller, auction market.

United has no influence on the number of livestock a farmer chooses to raise. These decisions are
conditioned by cconomic forces and weather conditions, which have not been favorable during the past
two years, and constitute the principal reason for the downturn'in livestock volume.

However, United, which cstimates that.it handles less than 10% of all livestock marketed in the
United States. believes it has an opportunity Lo increase its market share through advertising, public
relations and the refurbishing of its facilities. It has embarked on an increased advertising campaign
aimed at producers and buyers, and has invested over $1.7 million in the past two years upgrading its
facilities 1o provide more efficient, clean and secure facilitics for its customers’ livestock, factors which
management believes are important to. the producer when he chooses a market for the sale of his
livestock.

In general, management has been successful in controlling cxpenses, and the decline in revenues
has gencrally been accompanied by a reduction in controllable operating and maintenance costs.

In addition to United's basic stockyard operation, it has for many vears been engaged in other
related agri-business ventures and development of land not needed for stockyard operations. Such
projects include the proposed lease of excess land in Fort- Worth. land fill projects at the South St. Paul
stockyard and a hog feeding venture in Sioux Falls. Management believes that some of these ventures
may make a contribution to income in future years.

Capital Resources .

The financial condition of the Company al October 31, 1983 was the strongest in its history. Cash
and marketable securities of nearly $7 million were more than four times greater than the prior vear.
Further. the Company had unused lints of credit of $6.5 million and $6.0 million as of October 31,
1982 and 1982,

Inflation

The effect of inflation is more noticeabie at the stockyards on a day to day basis and on the real
estatc propertics over the long term. Real estate market values generally increase with inflation over
the long term. and short-term cffects are now largely offset with escalation provisions written into all
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new leases which provide for automatic increases in lease payments corresponding with increases in
opcraung costs and real estate taxes. The stockyards do not have a similar contractual right to pass
along increases in operating costs:to their customers: ‘To reduce the effect of inflation. they can either
altempt to cut'costs, principally by reducing.labor costs through matching work force schedules with
operating volume, or increase their service charges.

Three Months Ended January 31, 1984 and January 31, 1983
General

Canal-Randolph’s net income for the three months ended January 31, 1984, was $943,000 or $.61
per share, as compared 10 $649,000 or $.42 per share for the corresponding period of fiscal 1983. This
increase came Jargely from the Company’s real estate operations.

Consolidated revenues for the first quarter of 1984 increased $1.075.000 or 9% 10 $13,166,000, as
compared to. $12,091,000 during 1983, C d operating increased. $807,000 o
$10,092,000 for the first quarter of 1984, as compared 10 $9.285.000 during 1983.

Real Estate

Real estate. revenues for the three months ended January 31, 1984, advanced $666,000 o
$5.328,000. or. 14% over the corresponding- period of fiscal 1983, Real estate operating. expenses
increased $437,000 to $3,658,000, or 15% over fiscal 1983.. The resulting 16% net increase in real
estate profitability reflects increased occupancy at certain locations, and higher per square foot rates on
new or rencgotiated leases at each of the Company's seven propertics,

Stockyards

Stockyards revenues increased -$408,000 for the three months ended January 31, 1984 to
$7.838,000, or 6% over the corresponding period of fiscal 1983, Stockyards operating expenscs simi-
Tarly increased $369,000 o $6,434,000, or. 6% over fiscal 1983, The 3% net increase. in stockyards
operations is reflective of income from the lease of the Company’s Fort- Worth facility which com-
menced in July. 1983 offset by volume declines at scveral stockyards.

Capital Resources
The financial condition of the Company continued o be strong at January 3}, 1984. The ratio of
debt 1o equity remained at approximatly 2:1, and current assets increased to exceed current liabilities
by a.ratio of 1.7:1. Further, the Company had $6.000,000 in short-term investments, as well as
substantial lines of bank credit available.
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UNITED STOCKYARDS CORPORATION

Business
General

United. 2 Delaware corporation, is a wholly owned subsidiary of the Company which. directly and
through its wholly owned subsidiarics, owns, and operates or leases, 11 central public stockyards in the
United States. : United’s: principal revenues are derived from a per head charge (“yardage charge™)
imposed on ail livestock using the-eight stockyard facilitics owned and operated by it. and from the
lease of threc stockyards it owns and leases to third parties, jand owned by United adjacent to certain
of the stockyards and leased 10 meat packing plants, and-certain property owned by United located in
Fort Worth and leased to a third. party for commercial development. See “Operations”. In addition,
revenues are derived from feed sales, other leases and related services provided by the stockyards.

United ‘was formed in May 1936 1o invest in’ central public stockyards,” Its creation and initial
acquisitions resulted” from the opportunity afforded by Federal antitrust consent decrees which
required. among other things. that major meat packaging firms divest their interests in stockyards.
During 1936 and 1937 United acquired majority interests in 1 stockyards from Swift & Company
and Armour and Company and commenced operations. By 1964 the Company had acquired the
remaining minerity interests in eight (and had sold its interest in three) of those stockyards and by
1976 had- acquired additional stockyards in St. Joseph, Missouri, Indianapolis, Indiana and Omaha,
Ncbraska,

United's principal exccutive offices currently arc located at 165 North Canal Street, Chicago,
Iitinois 60606, and its telephone number is (312) 263-1010. Foliowing the United Distribution Date,
United's principal éxceutive offices will be located at 277 Park Avenue, New York, New York 10017.

Operations

The following table sets forth, with respect 1o cach stockyard, its location and the year in which a
majority intercst in such stockyard was acquired.
: Year

Stockyued Location Acquired
Stockton, California 1936
Si Sioux City, Jowa 1937
Indianapolis Stockyards Corporation . .. Indianapolis, Indiana 1968
Saint Paul Union Stockyards .. ... South St. Paul; Minnesota 1937
Saint Joseph Stockyards St. Joseph, Missouri 1942
Omaha Livestock Market, Inc Omaha. Nebraska 1976
Union Stockyard Company of Fargo ... West Fargo, North Dakoia 1937
Portand-Union Stockyards* Portland. Oregon 1936
Sioux Falls Stock Yards Company Sioux Falls, South Dakota 1937
Fort Worth Stockyards® .. ...... Fort Worth, Texas 1937
Milwaukee Stockyards Milwaukee, Wisconsin 1938

* Fach of these three stockyards is owned by United and leased to a third party which operates the
stockyard. The lessee of the Stockton stockyard is & corporation, 0% of which is owned by United
and 50% of which is owned by an’ emplovee of United. The lessecs of the Portland and Fort Worth
swockyards are unaffiliated third parties. See “Leased Stockyards’.

Siockyards Operatéd by, United. The eight stockyards operated by United provide 2 service to
the buyers and sellers of livestock by furnishing the services, facilities and personne) required to operate
an independent market for the sale of livestock.” The stockyard services and facilities include veterinary
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facilities. auction arenas, auctioneers. weighmasters and scales, feed and personnel to safeguard live-
stock while it is on the stockyard premises. The livestock handled by the stockyards includes cattle,
hags, and 1o a lesser degrec. sheep. Cattle and hogs may come through stockyard facilities at two
different stages: as feeder livestock or slaughter tivestock. Feeder livestock are livestock which are not
yet ready for slaughter and which are sold on behalf of the livestock producer for concentrated feeding
prior 10 slaughter.

Livestock gencrally is delivercd to the stockyards by the seller and accepted by stockyard
employees for delivery 10 the pens at the stockyards assigned to the indepeadent miarket agency
(“market agency™) to which the livestock has been consigned for sale on behalf of the seller. Gener-
ally, the stockyard mandates whether the livestock is 10 be sold by private sale {“private treaty") or by
auction. If the method of sale is not mandated by the stockyard, the market agency generally chooses
the method of sale on behalfl of the seller. The private treaty method of sale requires almost no
involvement by-the stockyard other than the weighing and bandling of the livestock.” Auctions, on the
other hand, principally are operated by stockyard personnel and the stockyard receives an additional
charge for livestock sold by auction. After livestock is sold and weighed, it is moved by stockyard
employees to pens assigned to the buyer. The livestock gencrally is removed from the stockyard by the
buyer on:the day it is sold.

Market agencies reccive 2 commission from the seller for the sale of livestock on a per head basis
and operate a1 the stockyards subject 1o regulation under the Packers and Stockyards Act of 1921 {the
“Stockyards Act™) and the availability of pen space at the stockyard. Sec “Rcgulation”. The number
of market agencies at the stockyards ranges from six at Indianapolis and Milwaukee to 26 at Omaha.

The seller is responsible for all stockyard charges. including yardage charges, incurred in connec-
tion with the receipt, handling and sale of the livestock. Payment 10 the stockyard typically is made,
however, on the sellers behalf by the market agency to which the livestock is consigned for sale. On the
day on which salc occurs, the market agency prepares an account. of sale for the seller from which
stockyard charges, including yardage charges and other additional fees, the market agency’s commis-
sion and any fees required to be paid to the state. are deducted, makes payment to the seller, and on the
next succeeding day makes payment 10 the stockyard on behalf of the seller,

The stockyards® priacipal source of revenues is the yardage charges which are assessed for the
recciving, handling and gencral care of the Jivestock on a per head basis and vary depending upon the
type of animal, the extent of handling services provided by the stockyard and local compelition.
Revenues derived from yardage charges are not directly dependent on the fluctuating market price of
livestock but rather are dependent upon the volume of livestock handled by the stockyard.” However,
the stockyards have little control over the volume of livestock handled and are dependent upon the
market agencies which operate at, but are independent of, the stockyard to solicit business for the
stockyards and on general conditions affecting livestock production fof market. The stockyards must
rely on the market agencies since the market agency generally has the first contact with the seller,
enters into an agreement with the seller for the sale of the livestock, and is the entity on which the seller
must rely for the profitable sale of its livestock. In recent vears there has been 2 decling in the number
of market agencies and market agency personnel operating at the stockyards and their ability to
compete eflectively with other marketing methods, such as direet buying from producers by meat
packers. See “Competition™. United has tried to offset the adverse effects of this decline and its
dependénce on market agencies in various ways. including increasing its own use of public relations and
advertising on behalf of the stockyards, providing additional services at the stockyards 1o atiract seflers
and buyers, increasing the use of auction markets which require less involvement by market agencies
and frequently provide a ‘more competitive market, helping market agencies attract new personnel to
the industry. providing incentives to markel agencies for increased business and, at certain stockyards,
requiring market agencies 10 guarantee the payment of minimum annual aggregate yardage.charges to
the stockyard, ’
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Livestock production is dependent on 2 number of factors, including the period of time required to
raise livestock for market, the cost of feed, interest rates and the prevailing and anticipated market
arices for livestock. The stockyards generally receive the greatest number of .ncad of livestock during
perinds in which these factors are adverscly affecting producers because the producers are forced to
tijuidate their iaventory of Hvestock. During such periods, however, producers are reducing livestock
production and therefore such periods generally arc followed by a period of decreased volume at the
stockyards.  Generally, the number of head of livestock handled by the stockyards is higher, and
therefore revenues are greates, during the first and fourth quarters of each fiscal year-duc to the time
period required to raise livestock for market and the fact that cattle producers generally sell feeder
catile prior to 1he onset of winter,

The sockyards alsa rceeive revenucs, in addition to basic vardage charges, from feed sales,
charges for other stockyard services, the lease of office spacein the stockgurd office buildings, the lease
of land 10 packing plants and other business and certain yardage charges paid by meat packing plants
located at or adjacent 1o, the stockyards. Also. sce “Lease Agreement with Barnett™

The stockyards sell feed at 2 fixed charge above their cost and, accordingly. the profits therefrom
are unatfected by price fluctuations for feed. which are passed along to the user, Other fees are levied
for scrvices provided, such as the use of auction facilities, veterinary facilities, and the praviding of
heaith care to Bivestock which in some cases: may be mandatea by state livesiock authorities. All
sockyard chasges are subject 10 regulation under the Stockyards Act, and all changes in such rates
must be filed with the Depariment of Agriculture. Sce “Regulation”.

At +ix of the stockyards United receives a vardage charge from meat packers {"direct yardage
charge™) who use stockyard pens for the receiving and storing of livesiock not purchased at the
stockyerd prior to slaughter. Al the South St. Paul, Sioux Cits ard Targo stockyards, these direct

vardage charges are a part of the rental payments made to United for the lcase of the land on which
the packing plants are located. However, (he leases provide that the lessee must pay a direct yardage

charge on all fivestock passing through the processing plant regardless of whether the animal actually
uses the stockyard’s pens. The loss of revenues derived from direct yardage charges at South St, Paul
or Sioux City could have 2 material adverse effect on United. Direct vardage charges accounted for
approximately 14% and 20% of the total yardage charges ai South St. Paul and Sioux City, respec-
tively, and aggregated more than 4% of United's gross revenues for the fiscal year ended October 31,
1983, and are belicved 10 account for a subswantially larger perceniage of United's net income. In
addition. the two packing plants at Sioux City. although owned by two separate partics, have the same
single customer for their products. If +his customer should cease 10 do business neither packing plant
would have # marketfor its products, However, management believes that if United lost the direct
vardage charges from any of these packing plants, such loss could be offset, in part, by increased
vardage charges.

Leased Stockyards. Eoch of the stockyards at Stackton, California. Portland, Oregon and Fort
Warth, Texas are. feased by United to third parties, The lessces at Stockton and Portland, and the
<ublessee at Fort Worth; are market agencies and, in Portiand and Fort Worth, are the only market
sgencies aperating at such stockyards. Unlike the per head yardage charge imposed by the stockyards
opcrated by United 4 described above, seliers of livestack at each of the leased stockyards pay o
unitury charge combining the yardage charge and market agency commission, and at Stockton and
Portiand thut charge is cqual to a fixed percentage of the procéeds received for the sale of livestock.

The Stockton stockyard is leased to Stockton Livestock Market, Inc. (“Stockton Livestock™),
which i S0 owned by Linited and 50% owned by an cmployee of United. The lcase covers the
stocksard propet. the office building and all adjacent land owned by United and uxpires in 1988 with
1w Tive year renewal options. - Vi fease provides for a fixed rentat of $7.500 per zcoum plus 85% of
Stockton i ivestock’s net income before incone taxes.

At Portiand, the jease covers only the stockyard proper and United maintains. operates and jeases
ihe office buildings and other non-stockyard properly focated there, United, pursuant 1o the Portland
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lease, receives as 1ert a percentage of the total gross revenues derived-frem <tockyard operations witha
guaraniced minimum of $73.200 per annum. plus an additional $5.000 per annum. The lease extends
until 1 od a1 any time by either- party upon 60 davs™ notice. or. if' Unjted desires 1o seft the
Propecty, upon one year's notice,

As of July 1. 1943, United leased the Fort Worth Stockyard together with its other property in
Fort Worth to a corporation owned by & Fort Worth businussman. Pursuant to such lease, the lessee
has assumed United's obligauons and rights as lessor under the existing lease with the operator of the
Fort Worth Stockyard. -See “Lease Agreement with Sarnett” below.

Lease Agreement with Barnetr, On March 1, 1984, United and a wholly owned subsidiary
thercin. together. “Unied™) entered into an agreement effective July 1. 1983 with a corporation
controlled by Billy-Bob Barnett. a Fort Worth businessman, (the “Barnert Corporation™), pursuant to
which United leases (with an option to purchase) o the Barnett Corporation ali of the preperty owned
by United in Fort Worth (including the Fort Worth Stockyard). The Barnett Corporation will assume
Uinited's rights and obligations under the existing lease with the stockyard. operator and intends to
develap the remaining property-as an Old West entertainment and tourist attraction. The lease expires
on the carlier of February 2K, 2039 or the date on which the Barnett Corporation excrcises its purchase
option. The annual rental for the first year is $387,94% and increases yearly 10 $3,000,000 in the last
year of the fease term, United will receive additional rent if during the term of 1ha lease the property is
used for certain apecifieG purposes. The purchase option i not exercisable unilaterally by the Barnett
Corpotation until July 1. 1993, at which time the purchase price would be $8.888.889 escalating to
$33,333,333 at the end of the lease rerm. If permitted by United 1o exercise the purchase option in
1984, e purchase price would be $4,444,434. In accordance with the terms of a supplemental
agreement, United has granted to the Barnett Corporation a right 1o cancel the lease asof July 31,
19%4 upen notice given any time on or prior to such date. If the Barnett Corporation should exereise
its right to cancel the Jease, United is entitled to setain slf rents and deposits paid and to receive certain
wther amounts which in the aggregate would total $818,000. In addition, the Barnett Corporation has
the right to cancel the lease if United has not obtained the corsént 1o the lease of 4 company holding 2
morigzge on a portion of the leased premises prior 10 May 31, 1984, If United is unable to obtain such
consent and the Barnett Corporation vancels the lease, United is entitled to retain all rents received but
must refund to the Barnett Corporation a4 $75,000 deposit previously paid.

Propertics

The physical properties of all the stockyards are simifar and consist-of developed and undeveloped
tand. paved catile pens and alleys, auction facilities, truck and rail loading docks and chutes, hogand
sheep barns, water wells. water and sewer sysiems, dipping and vaccinating facilities, office buildings
and other related fucilities. The following table sets forth certain information with respeet to United's
properties at October 31, (983,

Acreage
Leased
Stockyard 10 Third
Site  Operations Partiew2) Undeveloped  Ownershipi3)
St Joseph, Missouri i 220 78 . 3 139 Fee
West Fargo. North Dakota., ... - 210 102 10 98 Fee
South St. Paul. Minnesoia ..., 157 81 22 54 Fee
Sioux City, Towa . Lo 148 49 79 17 4)
Omaha. Coe 124 76 3% 10 Fee
Fort Worth, S .. RO 1701y 63 - Fee
Siux Falls, South Dakota A9 33 16 - Fee
Portland. Oregon 48 16(1}) 15 17 Fee
Stockion, California 24 2401y Fec
Indiunapolis, Indiana P 16 6 - - [63]
Milwaukee, Wisconsin .. ... ... 13 13 - - {6)

Footnses om Folluwing Page



"41) Sisckyzrd is leased by United to a third party.

£{2) Property (other than stockyard proper) Teased to third parties for businesses other than stockyard
wperations,

{3) ‘For information with réspect 10 morigages and the pledge of subsidiary stock, see Note 210 United
Stockyards Corporation and Subsidiarics C lidated Financial'Si S

(4) 75 acres of the 1otal site were conveyed 10 1he City of Sioux. City, lowa in 1972 10 secure $3.5
million i Pos. .son Control Revenue Bonds. The Company has leased the 75 acres from the City
for-a period of 20 years 2t rentals adequate 107epay the bond indcbtedness, a1 which time the 75
acres, as well as improvements thereto, revert to the Company. The Company’s leasehold interest
in‘thc property secares the Company’s rental oblipations.

g : 15) Land is Teased through 1998 with tenewal and purchase options.

16} Land znd some improvements are leased. through 1986 with a five:year renewal option.

United Ieases approximately 1,588 squam‘fcct of office space in Chicago, lllinois from the Com-
pany as United’s headgquariers at an annual rent of $11,116 plus a proportionate share of operating
st andireal estatc taxes. The leasc expires in 1988,

Competition .

i1 Although United is the large.t owner aud operator of central public stockyards and handles nearly
sne-third of ‘the Jivestock marketed through central public stockyards in the United States, central
public stockyards handle less than 25% of all livesiock marketed in the United States. United com-
petés primarily with meat packers which buy directly from the producers of livestock. The trend in
favor- of. diréct. sales 10 meat packers bas increascd in recent years as the meéat packing plants have
toved from the stockyards 16 the aseas in which livestock is produced and as smaller family farms have
been réplaced by farger farms which arc more ‘accessible 1o the meat packers. A primary factor in
Uniited's ability 10 offset the Joss of slaughter livestock to direct buying by meat packers has been the
““development of the feeder livestock market in which meat packérs do not compete. In addition, United

" competes *cally with.other central public stockyards and small country auction markets.

United competes primarily based on its ability to. provide an independent market in which scliers
" may obtain better prices due o the large number ‘of competing buyers, the independence of the
. auctigneers and weighmasters and the selling expertise of th~ market agencies operating at the stock-
vards. - Linited also compeies on the basis of convenience and service. such as providing facilitics for
“health carc and the receipt and handling of livestock 24 hours 2 day. seven days a week,

" Régulation -
. United's siockyard operations ase subject 10 regulation by various federal and state agricultural
#nd. environmental authorities. g

" United and cagii of its stockyard sub idiarics are repulated under the Stockyards Act with respect
i o each swekyard they operate. -~ Pursuant o the Stockyards Act, the Secretary of Agriculture has
broad .asthority 1o prescribe rates and’ charges dnd 10 regulate 1rade practices in the marketing of
Tivestock: “The Départment of Agriculture takes an active role in-regulating trade practices at the
stockyards and.in the past. hus limited the rate of return that stockyards Could receive for their
“iservices. - Pursiiant o regulations recently pi Igated by the Department. of Agriculture, however,
< the:PDepartment’s current policy-is to accept any stockyard charges propesed by u stockyard absent
objection from stockyard -users that such sates ar¢ usfair, sarcasonable ‘or discriminatory: after due
 “potice10'such users. There is no assurance, however, that in.the future the Department of Agriculture
- will not reinstate its policy of restricting stockyard chasges.
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United's. operations are subject to a variety of envi 1 fati luding principally
ihosr, re!atcd 1o water quahly A]l stockyards operated by United are believed to be in compliance with

Fach of the slockyards also is subject 1o regulation in varying degrees by state livestock and
environmental authorities.
Employees

At October 31, 1983 United and its subsidiaries had app i ly 501 employees. Approxi-
mately 341 such employees are covered by eight collecti ini with-locals of the
United' Fuod and Commercial Workers. International Union at the stockyards it operates. These
agrecments generally run for a term of three years and have varying expiration dates. One of these
agreements will expire in 1986 and three will expire in 1987. The remaining agrecments, which expire
in 1984, currently are being ncgotiated with the union. United considers its relations with employees
good.

It is anticipated that a substantial number of the Company’s approximately 24 current.empl
will become employees of United following the United Distribution Date.
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Management

Directors and Officers. The table below seis forth the names of United's directors and executive
officers, gach of whom was clected prior to the date of this proxy statement and holds office until the
date of the next annual meeting of stockholders and until his successor is clected or qualified:

First became Principal

Executive Officer Ocrup:
and/or During the
Name Agr Tide Director Past & Years
Raymond French .. ... 63 - Chairman of the Board, 1962 [¢)]
President
Asher B. Ldelman ... .. 44 Vice Chairman of the 1984 (1)
Board
Robert W. Hunt ... ... 60 - Director. Executive 1955 (1)
Vice President and
Seeretary
Burton Lehman, ... ... 43 Director 1984 (1)
Clark Mandigo ... ... .. 40 - Director 1984 President and Director since

Junc 1983  of Energy
Reserves. Group, which ex-
plores for and produces oil
and natural gas, and served
in various executive capaci-
ties for such company for
more than five years prior
thereto

Director 1984 Pariner and Chicf Executive
Officer for more than the
past five years of Sutherland
Lumber Co., u retail lumber
chain. He is a directior of
First National - Charter
Corp., Employers ~ Rein-
sgrance Corp., and Nationa)
Fidetity - Life Insurance

Dwight £, Sutheriand ... 6

. Company(2}
Charles P. Steveason, Jr.'. 37 Direcior 1984 (13
Jocelin Harris ... ... 38 Director 1984 (13
David W. Bent .. ... .. 48 Vicc President 1982 Director - of Sales and

Development  for  Simone
Corporation, a developer of
medical office buildings from
May 1977 te March 1981
and Vice President of the
Company since March 1981
and of United since 1982
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First became Principat

Executive Officer Occupation
nd ot During the
Name Aze Title Director Past 5 Yeary
Charles E. Liggio ... ... 43 Vice President and 1980 Executive Vice President of
Treasurer JHI, Inc., a supplier. of

building materials,. from
1976 10 1979 and Vice Presi-
dent and Treasurer of the
Company since 1979 and of
United sirce 19

35 Vice President 1984 Assistant Vice President of
the Company from 1978 to
1981 and Vice President of
the Company since 1981

Martin Nystrom ........ 40 Vice President 1984 Assistant. Vice: President of
the Company from 1978 to
1981 and Vice President of
the Company since 1981

46 Vice President and 1984 Served the Company in vari-

Assistant Secretary ous capacities -since
and United since 1980 and
became: a Vice President of
the Company in 1983 and of
United in 1984

{1) See “E]ccuon of Directers—Information Concerning Directors, Nominees and Share Ownership”™.

Lukas P. Georgiadis |

Eve Thomson. .

(2) Sutherland  Home Improvement Company, Inc., the capital stock of which is owned by ‘Mr.
Sutherland’s brother and brother’s family, Jeases approximately 35,000 square feet of vacant land from
a subsidiary of United al a current rental of $6.300 per year. Effective May 1, 1984 the rent will
increase 1o $9.450 per year for the next five years. The lease also provides for two renewal terms of five
years each at the tenant’s option and at an increased rental determined by ‘reference to the consumer
price index.

United has three standing committees of the Board. Set forth below is a description of the
functions of thosec committees and the members of the Board serving on such committees.

Audit Committee. The functions of the Audn Committee include review of the results of the audit
of United’s financial by the ind and the review, monitoring and
approval of the auditing services and-fees. Thc members of the Audit Committec are Messrs. Steven-
son {Chairman) and Lehman.

Ce ion Ct i The C ion C i PP the salaries and bonuses of
al} ofﬁccrs of United and will administer any slock-'clau:d incentive ion plans. The
of the Ci wn Co are Messrs. Edel (Chairman). French and Stevcnson

Executive Committee. The Executive Committee may exercise all the authority of the Board of
Directors of United in the management of the business and affairs of United, except.for matters related
to the composition of the Board, changes in the By-laws and certain other significant corporate matters.
The members of the Executive Committee are Messrs. Edelman (Chairman), French and Steveason.

Directors Compensation

Directors who are not officers of Uniled receive an annual retainer, of $10.000 and a $500 fec for
cach meeting of the. Board 'of Directors and each Committee meeting not held in' conjuniction with a
Board meeting. Directors will be reimbursed for expenses incurred in attending Board and Committee
meetings, including those for travel, food and lodging.
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Exccutive Compensation
The following table scts forth-all information concerning cash compernsation (which is. the same
compensation described undes “Execulive Compensation” from the Company) attributable 10 (i) each
of the fotr most highly compensatd executive officers of United whose aggregate cash compensation
for services in all capacities to the Company and. United during fiscal 1983 exceeded $60,000 and (if)
all executive officers of United as.a group for services in all capacities to the Company and United:
 Name of [ndividual or

Number of Persans in Gronp Capacities in which served United* Cash compensation

Raymond French ...c.... 0. President $198,750

Robert W. Hunt Exccutive Vice President $ 87.500
and Sccretary

David W. Bent . ...vvvoooenioaonins ... Vice President $ 81,208

Charles E. Liggio. .. e Vice President and Treasurer $ 72917

All exccutive officers-as a group (4 persons) . $440,375

» For a dsscription of the capacitics in which such persons served the Company in fiscal 1983, see
“Executive Compensation™.

Subsequent to the United Distribution Date. Raymond French, Chairman ‘and" President of
United. will receive an annuzl salary of $250.000 and Asher B. Edelman, Vice Chairman of the Board,
will receive-an annual salary of $130,000.

Employee Benefit Plans

United Stockyards Retirement Plan. The United Stockyards Corporation Retirement Plan (the
“Retirement Plan™) provides benefits te cligible emplayecs, including officers of- United {other than
uificers of United participating in the Company's pension plan) and its subsidiarics. Dircciors who are
not employces are not eligibic 1o participate in the Retirement Plan. The Rétirement Plan is adminis-
tered by United and all United contributions under the Retirement Plan are deposited with: an
insurance company and invested in.a group annuity contract.

Employees generally are cligible to participate on the first day. of the first month following the
campletion‘of one year of service 4nd the attainment of age 35, Participants become fully vested after
i5 years of service (25% after five years, plus 5% for each .of the next five years and J0% per year
thereafter until 15 years of service) or-upon atiaining age 65.

A participant -accrues monthly benefits under the Retirement Plan on the basis of 35%. of the
participant’s average salary for the last picceding ten years. of einployment, reduced proportionately if
the participant has Jess than 20 years of service, The. monthly retirement benefit is not reduced by
social sccurity benefits. Participants may retire and begin to receive benefits on an carly retirement
date. after attaining age 55 and completing 20 years of service. The Retirement Plan also provides
disability benefits and a death benefit for a participant’s spouse.

Upon approval of the-Plan, employees of the Company who become employees of United and
certain persons employed by both the Company and United will become entitled to participate in the
Retirement Plan. The Retirement Plan will be amended so that participants will be credited for years
of service and carnings with the Company. Sece “Proposed Plan of Complete and Liquidation. and
Dissolution~-Effect on the Company's Stock Option Plan and Pensjon Plan™

The following table sets forth estimated annual benefits payable upon normal retircment at age 63
16 persons in specified compensation and years of credited service classifications, The amounts shown
in the table assume that the employee does ot clect a joint and survivor annuity {which would on an
actuarial basis reduce benefits to the employee but provide benefits to a surviving beneficiary), ERISA
limitations.oh ihe maximum amount payable under. 2 defined benefit plan may reduce the benefits
atherwise accruing to particular employees under the Retirement Plan.
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Estimated Annual Pension Based on

Average Annual Years of Credited Senvice at Age 65%

Sulary in Last 20 years and

10 Years 10 years 15 years theresfter
$20,000-, .. $ 2,800 $ 4,200 $ 7,000
40000 3,600 8.400 14,000
60,000 ... 8,400 12.600 21.000
75,000 16,500 15,750 26,250,

*The amounts set forth gencrally apply to participants who were employed on October 31, 1975,

Aé a result of revisions 1o the Retirement Plan in 1975, participants employed after October 31, 1975
who have less than 25 years of service will be entitled to slightly reduced benefits.

Mr. Hunt has 30 years of credited service and his current average annual salary for the highest ten
yéars is 561,400, The other exccutive officers of United during fiscal 1983 were not participants in the
Retirement Plan, but were participants in a pension plan maintained by the Company. See “Executive
Compensation™.

Options.. United does not maintain any stock option plans. However, certain executive officers of
United have received. or are eligible 10 receive, options under plans maintained by the Company. See
“Executive Compensation™,

Description of Capital Stock

The authorized capital stock of United consist of 10,000,000 shares of Common Stock. par value
$.01 per share ("United Commeon Stock™). and 5,000,000 shares of Preferiiud Stock, par value $.01 per
share. (“United Preferred Stock™), issuable in-series. United's Board of Directors is authorized Lo
approve the issuance of one or more series of United Preferred Stock without further authorization of
United stockholders (except as may be required under applicable stock exchange requirements). and to
fix the number.of shares, the designations, the relative rights and the lisnitations of any such series.
Immediately after the United Distribution Date there will be no United Preferred Stock outstanding.
The only outstanding capital stock initially will be shares of United Common Stock, of which threc
shares will be issued for cach share of the Company's Commorn Stock outstanding. ~Based on the
number of shares of the Company's Common Stock outstanding on February 24. 1984, there will be
4.619.665 shares of United Common Stock outstanding immedidtely after the United Distribution
Date. and ne such shares reserved for issuance.

The holders of Linited Common Stock will be entitled 1o receive dividends when and as declared
by the Board of Directors of United out of funds legally available thercfor, provided that if any of
United’s Preferred Stock is outstanding at the time, the payment of dividends on- United Common
Stock or other distributions (including purchases of United Common Stock) may be subject to the
declaration and payment of full cumulative dividends, and the absence of arrearages in any mandatory
sinking fund, on outstanding shares of United Preferred Stock. Sec “Dividends™.

The holders of United Common Stock will be entitled 10 one vote for each share on all matters
voied on by stockholders, including:election of directors (uniike the Company which has cumalative
voting for Directors). The absence of cumulative voting wil' able the helders of a-majority of the
United Common Stock, voting at a stockholders’ meeting at which a quorum is present, to cleet the
entire slate of directors. Certain of the Company's directors have objected to the lack of cumulative
voting at United, and have indicated that they may make a proposal at a later date o United’s
stockholders regarding cumulative voting.

The holders of United -Common Stock_ will not have any conversion, redemption or preemptive

rights. In the event of the dissolution. liquidation or windirg up of United, holders of United Common
Stock would be entitled o share ratably in any assets remaining after the satisfaction in full of the
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prior rights of creditors. including holders of United indebtedness. and the aggregate liquidation
preference of any United Preferred Stock then outstanding.

The shares of United Common Stock are expected to be listed on the AMEX prior to the United
Distribution: Date, although there can be no-assurance to such effect. Morgan Guaranty Trust Com-
pany. 30 West Broadway, New York, New York 10015, will be the transfer agent and registrar for
United Commoen Stock.

C hip of and Principal Stockhofders

As of the United Distribution Date, there will be issucd to stockholders of the Company three
shares of United Common Stock for cach share of the Company’s Common Stock held on the record
date with respeet thereto, - Directors (or nominees) and officers of the Company who are also dircctors
and officers of United and the principal stockholders of the Company will each hold the same pro rala
percentage of United Common Stock as the Company’s Commen Stock and three times as many
shares. “Sce “Election of Directors——Information Concerning Directors, Nominees and Share Owner-
ship™ and “Certain Beneficial Owners” for a description of the share ownership by such persons of the
Company as of March 1,1984. Clark Mandigo.and Dwight D. Sutherland, directors of United, did not
beneficiaily own any shares of the Common Stock of the Company as of such date.  All directors and
officers of United (13 persons) beneficially owned 483,494 shares (approximately 317%) of the Common
Stock of the Company as of March 1, 1984.

Diversification of Business

The Board of Directors of United anticipates that, in addition to its stockyard operations, United
may. in the future. engage in real estatc acquisition. development and management, various forms of
arbitrage and other financial transactions.

Dividends

United currently intends to retain carnings to finance the operation and expansion of United's
business. However, United intends to review this policy from time to time and wili consider United's
carnings. financial condition and other factors relevant to future dividends. Among other restrictions
under its principal mortgage loan agreements, United must maintain tangible net worth, as defined, of
at least $6.000,000, and is subject 1o further restrictions on the payment of dividends if net income
ilabic for the payment of fixed charges (as computed under such agrecments) for the preceding
year was less than 250% of the fixed charges (as so computed) for such year. As net income
available for the payment of fixed charges was 207% of fixed charges for fiscal 1983, United is prohib-
ited from paying dividends in fiscal 1984, However, this deficiency resulted from increased manage-
ment fees charged by the Company as a result of non-recurring proxy expenses incurred in 1983,
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UNITED STOCKYARDS CORPORATION AND SUBSIDIARIES

SELECTED FINANCIAL DATA
(Thousands of Doltars, except per share data)

The following table summarizes certain selected financial data with respect 10 United and its subsidiaries and
is qualified in its entirety by reference to the historical C lidated Financial of United.and its
subsidiaries included elsewhere hercin. ' The financial information for the three months ended January 31,.1984
and Januzry 31, 1983, in the opinion of reflects all adj isting only of normal accruals)
considered necessary for a fair presentation of the results for interim periods.. The results of operations for the
interim periods are nol necessarily indicative of the results of operations for the related fiscal years.

Opcrating Data
Three Monthy ended

January 31, Years ended October 31,
(1984 1983 1983 1982 1981 1980 1979
(unsudited)

Revenues . ... . $ 7.838 $7.430

Operating Income ... ..

Net Income ... .. e
Per Share® .. R

Cash Dividends to Parent . ...,
Per Share®

Property Additions
Improvements

92 § 199

¢ Computed on the basis of 661,117 shares outstanding during all periods.

Balance Sheet Data
October 31,

January 31,
1984

(navditedy

$ 2657 §$2215 $.2022 §$2279° 52812 83,123

21.140 21317 21.857 22,077 22,461 22,540

Current assets .
Operating properties, net .
1748 _ 1535 1826 _ 1,602 29,125 27,969

Other assets . .....c....... e
Totalassels -..... ..ol $25,545 $25.067 $25.705 $25,958 $54.398 $53.632

498 0§ 2350 S 2532 5 2,681 § 3493
9,734 9928 10692 . 11,442 12,186 12311
1,865 1,841 1,745 1.652 1.520 1.36%
10332

Current liabilities
Long-term debt .
Other...............
Stockholder’s equity S
Total liabilities and stockholder's equity . ...

5
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UNITED STOCKYARDS CORPORATION AND SUBSIDIARIES

MANAGEMENT S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND
FINANCIAL CONDITION

Three Years Ended Octoher 31,1983
General

Net income in 1983 decreased by $704,000 or 54% from 1982 and by $1.700,000 or 74% from
1981. In addition 1o the effeets of lower volume cach year. the principal causes of this decline were an
increase in the management fee charged by the parent company of $1.100,000 in 1983 reflecting the
non-recurring proxy coritest expenses, and the elimination of $1.400.000 of intcrest income included in
the 1981 results related to inter-company reccivables which were distributed in the form of a dividend
Lo the Company at the end of 1981. Income from stockyards operations has also declined in ach of the
past two years from $5,582,000 in 1981 10 $4.716,000 by 1983, a shortfall of $866.000. The decline is
Closely related 106 2n $841,000 reduction in revenucs. Revenues are dependent on a'variety of sources,
but the critical element is the number of animals brought to United’s fucilities.

That nufmber declined from 13,600,000 head in 1981 10 12,500,000 head in 1982 to 10,900,000
head in 1983, Revenues are also influenced by the mix of specics (cattle. hogs, sheep), with cattle
generating the highest fees and sheep the Jowest.

Volume is dependent basically on two factors: the number of animals produced in arcas reasonably
near the United's stockyards. and the degree 1o which a producer is convinced he will get a better price
for his livestock at a United facifity than.he will by negotiating directly with a meat packer or by
selling through a competing. but usually smaller. auction markel.

Lnited has no influence on the number of livestock a farmer chooses te raise. These decisions are
conditioncd by ecanomic forces and weather conditions, which have not been favorable during the past
two vears. and constitute the principal reason for the downturn in'livestock volume.

Vtowever, United. which cstimates that it handles less than 10% of all livestock marketed in the
United States, believes it has an opportunity to increase its market share through advertising, public
relations and the refurbishing of its facilities. 1t has embarked on an increased advertising campaign
aimed at producers and buyers, and has invested over $1,700,000 in the past Lwo years upgrading its
facilities to provide more ciiicient. clean and secure facilities for its customers’ livestock. factors which
management believes are important to the producer when he chooses a market for the sale of his
livestock.

In general, management has been successful in controlling cxpenses, and the decline in revenues
has generally been sccompanied by 2 ‘reduction in controllable operating and maintenance costs.

In addition to United's basic stockyard operation, it has for many years been engaged in other
related agri-business ventures and development of Jand not needed for stockyard operations. Such
projects include the praposed lease of excess land in Fort Worth. land fil projeets at the South St. Paut
stockyard and a hog feeding venture in Sioux Falls. Management belicves that some of these ventures
may make a contribution to income in future years.

Capital Resources
Although carnings declined slightly. during the last two years, United's cash flow has remained
strong and in cxcess of its annual operating requirements. United’s earnings, cash flow and net asset
values are; in the opinion of management, sufficient 1o provide for the capital which may be required
for futurc growth al reasonable rates. Further, United has available an unused linc of credit of §1
million. and does not currently have any material commitments for capital expenditures.
Inylation
Inflation has affected stockyards -operations in that its revenucs are based on fixed per-head
yardage fees which, while adjustable, generally cannot be adjusted as frequently as necessary during
periods of hixh inflation. Whilc some major operating costs such as labor are in part controlled by
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contract. other: costs ‘such as-utilities, employee bericfit. expenses and waste Lreatment ¢osts can-vary
direetly with inflationary trends. Accordingly. to offset inflation United must attempt to lower its cost
of operation principally by réducing labor costs through matching work force schedules with operating
volume to the extent it is impractical 16 increase its service and yardage fees.

Three Months Ended January 31,1984 and January 31, 1983
General .

Stockyard. revenues. for the -three months ended January 31, 1984, ‘increased $408,000 to
57,838,000, or 6% over the first quarter of fiscal 1982 Correspondingly, stockyard operating expenses
increased’ 6% -over fiscal 1983 from '$6,065,000 10 56,434,000, The 3% net increase. in' stockyard
profitability is reflective of income from the lease of the Company™s Fort Worth facility which com-
menced in July, 1983 offset -by ‘velume declines resulting in lower operating income at several
stockyards.

Net interest cxpense remained unchanged between the periods at $218.000, while management
fees charged by the. Parent declined by $194,000 in:1984 as proxy contest expenses incurred- in 1983
were non-recurring.

United's net incomé for the first quarter-of 1984 was $354,000 or $.54 per share, as compared to
$230.000 of $.35 per share-for- the corresponding. period of fiscal 1983. This 54% increase in
profitability is primarily attributable to the aforementioned reduction in intercompany management
fees.
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_ UNITED STOCKYARDS CORPORATION AND SUBSIDIARIES
CONDE]NSED PRO FORMA: CONSOLIDATED FINANCIAL STATEMENTS

The wing d, pro-forma id: 1 of United are based.on the
historical; lidated’ financial of Umted for the year ended October 31, 1983, and the

quirter ended Jarinary 31, 1984, appearing elsewhere in this Proxy Statcment, ..d]uﬁled 10 reflect the
actual . cost’ of ‘carporate expenses expected o be-transferred to. United after. the distribution of the
United Shares to the Company's stockholders. . These pro forma statements are unaudited and should
be read in_conj; with thc notes thereto and with ‘the historical, consolidated
appearin; in this Proxy These pro forma statements should
not be uonsldcred indicative of 1he results which will be achieved since they are based on historical
rathcr than prospective information and include certain assumptions which-are subject to change,

CONDENSED PRO FORMA CONSOLIDATED BALANCE SHEETS
January 31, 1984

* Historical
L

C
Eliminations and and Subsidiaries
Adjustents, (Ungudited)

Note 2) ~ (Note Ty

ASSETS

$.2,657.468 § 346,367 (a) 3 3,003,835

8,571,146 1,703,558 (b) 10 274, 704

Bmldmgs and equipment . 36,252,76 — 6,252,765
—Aocumulaled depreciation . (23,684,172) Pt 123 1634, 172)
21,139,739 1,703,558 22,843,297

ADVANCES TO PARENT AND AFFILIATE 346,367 (346,367)(a) e
1,401,523 - 1,401,523

$25,545097 -3 1,703,558 $27,248,655

LIABILITIES AND EQUITY

CURRENT LIABILITIES .. ..o ioioe i ol $.2792368 8 —_ § 2,792.368
‘LoxG-TErM DEBT, léss current portion

(Note 4) 9,733.972 - 9.733.972
OTHER LIABILITIES .. 1,864,560 - 1,864,560

STOCKHOLDER'S EQUITY. {Note 4):
Preferred stock: 5,000,000 shares authorized . — — {0 ==
Common, stock $1.00 gar value; 1,000,000 shares
autharized; 661,117 shares issued and  out-
Standing. ... i 661,317 (661,117)(c) —
‘Common smck 8.01 par value; 10,000,000 shares
authorized; 4,639,665 ‘sharcs. issued -and out-

-standing: , — 46,397 %c; . 46,397
Paid-in mpuz\ . 6,169,046 2318,2787(¢ 8,487,324
Retained earnings: . Coeeian 4,324,034 — : 4,324,034

11,154.197 1,703,558

$23,545,097 . § 1,703,558

* Book value per-common share (Note 3).
Book value per common ‘share, as recapl
TANOtE 3) e

The accompanying Noies 1o Condensed Pro Forma Consolidated Financial Statements
] are an integral part of these balance sheets.
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: ‘STO(.KYAJID OPERATIO

Income from stockyards operations .
. i OTHER INCOME (Expmsrs)
Interest and other inicome .
< Interest expense .

Corporale cxpcnse

lm:umc (loss) before managemenl fee and
‘provision for income 1axes .

- - MANAGEMENT FEE
* Income before:provision for.i income.taxes .
PROVISION FOR INCOME TAXE

Net i INCOME... .+ e e e

Net: mwme per common share (Note 3) ..o
:Net - income-:‘per. ~common. share, as
‘recapitalized (Note 3) 0.l o it

STOCKYARD OPERATIONS!
Revenues .
Expenses
Income from stockyards operations .. .. Lo
OrHER INCOME (EXPENSES): .
Interest and.other income .
Interest:expense:.. .
; Ccrporatc expense

G lncomc (Ioss) before management fec and

- provision-for income taxes:

MANAGEMENT FEE

¢ Income. before provision for income taxes
PROVISION: FOR INCOME TAXES

Net income

Nel income per common share: (Note 3) A
Net.- income.: " per. - common. "share, ' as
recapnahud (Note3) 5 u o o el
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B COHDENSED PRO FORMA CONSOLIDATED STATFVIEN TS OF INCOME
For the Fiscal: Year Ended October 31, 1983

Pra Forma
United
Hisorica ‘Stockyar#s
United Stockynrds Pu l'l.'ll Corporatien
Corporation
and Sebsidiaries IM Mklulll {Unavdited)
{Awdited) (Nete 2} (Nate 1)
527382283, 5. $27.382,283
22,666,187 : 22,666,187
4,716,096 = 4716096
108,789 552,000 () 660,789
(986:947) gt (986.947)
o (830.984)(d) ©_ (830.984)
CRE) (278.984)  _(Li57.142)
3,837,938 (578.984) 2,558.954
(2777.500) 2777800 (d) it
1,060.138 2496816 . 3558954
451,000 1:146.000 137000
§ 600,138, § 1352816 51961954
37
813

CONDENSED  PRO FORMA CONSOLIDATED STATEMENTS OF INCOME
For,the Quarter. Ended January 31,1984

Pro Forms
. United
et S smny-n Pro Forma 3.,'“:3.'.""
Corporalion Flimisations and Subs|
and Subsidiaries 2ad Adjmstments - (Unsudited)
(Unawdiled) (Note 2) (Note )
$ 7838342 $ 5.7,838,342
6,434,188 - 6,434,188
1,404,154 — 1,404,154
17,155 170,000 (e). 187,155
(236017) pRags (236,047)
(216,000)(d): | (216.000)
(218.392) (46.000) (264.892)°
1,185,262 (46,000 1,139,262
{500.000) 500000 (d) g
685,262 454,000 1,139,262
331,000 219,000 550,000
§ 235000 3589260
35 " 339
5.05 513

The accom anying Notes to Condensed Pro Forma Consofidatod Finansia Statements
asc-an integral part of these statements.



"PRO'FORMA CONSOLIDATED STATEMENT OF CAPITALIZATION
; Javuary 31, 1984

‘CURRENT PORTION OF LONG-TERM DEBT ...\ [iviviinnuivivvinvaern e
JLONG-TERM DEBT:
9% mortgage notes duc in annual installments to 1995
6% pollution control bonds due inannual installments to 1992
10%% mortgage notes due in annual installments to 1997
9%% mortgage note due in monthly installments to 1992 .
9%% mortgage note due in monthly installments to 1996

Total long-term debt

.. TOTAL TERM DEBT

STOCKHOLDERS' EQUITY!
Preferred stack, $.01 par value, 5,000,000 shares authorized .............0.u.

Common stock,.$.01 par value; 10,000,000 shares authorized; 4,639,665 shares
issued and oulstanding

Paid-in capital
Retained earnings

The. accompanying. Notes to Condensed Pro Forma Consolidated Financiat Statements
are an integral part of this statement.
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5 778,000

4,675,000
1,375,000
1,625,000
1,083,436
475,536
9,733,972
$10,511,972

— (@

46,397(c)

8,487,324(c).
4,324,034
$12,357.755



UNITED STOCKYARDS CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS
Qctober 31, 1983 and January 31, 1984

1. Distribution of United Shares.

The condensed, pro forma d financial reflect s intention to
distribute 1o stockholders of the Company ali of the outstanding shares of United (the “United Stack™)
in accordance with the Plan, 1t is currently anticipated that such distribution will occur within 60 days
of adoption-of the Plan: however, such distribution could be delayed il a substantial portion of the
Company’s rea] estate assets have not been sold prior thereto.

The shares of United Stock, par value $.01 per share, are expected to be approved for listing on
1. American Stock Exchange, subject to notice of issuance, and will be distributed on the basis of
turee shares.of United Stock for each share of siock in Canal-Randolph Corporation. - The stockholders
are expected to receive a total distribution of approximately 4,640,000 United shares.

Management is unable to estimate the initial market price of the United Stock, which will be
subject to general economic and market conditions at the time. as well as the financial performance and
prospecis of United as an independent entity. The initial market price of the shares is likely to fix for
Federal income tax purposes the fair market value of the United Stock being distributed under the
Plan.

2. Pro Forma Adjustments.

The d I, pro forma lidated financial statements reflect certain:eliminations and
adjustments as follows:

(a) The collection of amounts due from the Company and an affiliate.

(b) The adjustment of stockyards land values to reficcl goodwill recorded in consolidation
with the Company.

() The recapitalization of United by increasing the authorized number of shares of Common
Stock from 1,000,000 shares, $1.00 par value per share to 10,000,000 shares, $.01 par value per
share and by authorizing 5.000.000 shares of Preferred Stock, $.01 par value per share.

(d) ‘The elimination of‘management fees charged against the operations of United by Canal-
Rundolph Corporation, and the ition of corporate exp currently expected to be trans-
ferred to United after the distribution. The management fees charged against the operations-of
United by Canal-Randolph Corporation- were increased $1,080,800 during 1983 refecting an
allocation of non-rccurring proxy expenses.

(e} The return on the investment of accumulated cash flow.

3. Book Value and Net Income per Common Share.

Book valuc per common sharé on an histarical and pro forma basis has been computed using both
661,117 common shares (the number of shares of United Stock outstanding at January-31, 1984) and
4,639,665.common shares (reflecting three shares of United Stock 1o be issued for each share of Canal-
Randolph Corporation stock outstanding at January 31, 1984) respectively: Net income-per common
share on un historical and pro forma basis for the fiscal year ended October 31, 1983, has been
computed using both 661,117 common shares and 4,638.672 weighted average common shares, respec-
tively, assumed outstanding during fiscal 1983, Net income per common share on an historical and pro
forma basis for the quarter ended January 33, 1984, has been computed using both $61,117 common
shares and 4,639,590 weighted average common shares, respectively, assumed outstanding during the
period.
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4. ‘Long-Term Debt.

Substantially all of the ing propertics of United and the stock of certain subsidiaries are
pledged as collateral 10 secure long-term dewt,  Amang other restrictions under their principal mort-
gage loan.agreements, United and its subsidiaries must maintain tangible net worth, as defined, of at
least $6.000,000. and are subject to certain restrictions on the payment of dividends which restrictions
would preciude the payment of a dividend in fiscal 1984.
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THE LIQUIDATING ENTITY
Introduction

As-discussed above under “Income Tax Consequences”, gain or loss will not be recognized for
Federal income tax purposes on sales of assets under the Plan only if the Company distributes all its
assets (other than those reaso 1y retained to mect claims) within the one-year Liquidation Period
Management believes that a.substantial portion of the Company’s properties will be sold within the
Liquidation Period. However in view of the numerous properties held by the Company. it is unlikely
that the Company wiil be able to dispose of all of its assets during the Liquidation Period. particularly
because such assets include a net profits interest in futere sales of certain co-operative apartments and
a contingent right to the return of cash collateral. which are not readily saleable. See “Business of the
Company-—Other Assets™. Moreover, if the Company were forced to sell every property within that
time. propertics unsold near the end of the peried might be required to be sold at distressed prices.
Accordingly, the Liguidating Entity will be organized to hold temporarily any such assets not sold
within the Liguidation Period. The Company will transfer its assets (other than the Reserve Fund)
which remain unsold at the end of the 12-month Liquidation Period. subject to all liabilities not
covered by the Reserve Fund, 1o the Liquidating Entity, as well as cash for working capital purposes if
required, subject 10 the Board’s discretion to determine to distribute to the Company’s stockholders the
shares of one or more subsidiaries owning unsold properties. See “Proposed Plan of Complete Liguida-
tion and Dissolutior-~Possible Distribution of Real Estate Subsidiaries’ Stock™ The Liguidating
Entity also will be assigned any rights or obligations of the Company under the tax allocation agree-
ment between the Company and United, See “Proposed Plan of Complete Liquidation and Dissolu-
tion—Contingent Liabilities: Reserve Fund™.. The principal objective of the Liquidating Entity will be
1o sell or otherwise dispose of the assets it will acquire pursuant to the Plan and distribute the proceeds
10 the Interestholders,

Pursuant to existing Treasury Regulations-and Revenue Procedures, the transfer of unsold assets
10 2 liquidating trust prior 1o the Liquidation Date wili satisfy the requirement of Scction 337 of the
Code that the Company dispose of such assets within 12 inonths from adoption of the Plan. However,
the Service will not issuc an advance ruling that a liquidating trust will be treated as a trust rather than
an associaiion taxable as a corporation unless certain restrictive criteria are satisfied. -One such criteria
is that the- assets held by a liquidating trust must be “passive™.and not constitute operating assets,
Should the Company's unsold assets include operating assets such as operating real estate, there could
be no assurance that the liquidating trust would be treated as a trust for Federal income tax purposes
rather than an association 1axable as a corporation. Accordingly, if the unsold assets include operating
assets, the Liguidating Entity will be a limited partnership (the “Partnership™), and otherwise it will be
a liquidating trust (the “Trust™).

No determination has been made as 10 whether the Interests in the Liquidating Entity wiil be
transferable. The Board of Directors of the Company will make such determination prior to the
transfer .of unsold assets to the Liquidating Entity based upen, among other factors, the Board’s
estimate of the value of the assets so transferred, tax implications, and compliance with applicable
securities laws. Non-transferability of the Interests means that they may not be assigned, pledged,
hypothecated or otherwise transferred, and the Liquidating Entity will not be bound by any attempted
assignment or transfer, except that Interests may be assigned upon the death, bankruprcy, or legal
incapacity of an [nterestholder. . In such case transfers may be made only to the person who shall
succeed under law 10 the Interest. - Therefore, Interestholders will not be able 1o liquidate their invest-
ments in the Liguidating Entity and §nterests probably will not be accepted as coflateral for loans. See
*Listing 2nd Trading of the Common Stock, United Shares-and Interests in the Liquidating Entity™.

No modifications in the terms of the Partnership (if the Interests are not transferable) ar Trust, as
st forth in the proposed forms of Limited Partnership Agreement or the Agreement and Declarati
of Trust -attached hereto as Exhibits B and C, respectively, are contemplated prior to formation;
However, prior 1o formation, the Company's Board of Directors may make any modifications it
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determincs necessary or appropriate in the best interests of the Company. including a change in the
persons indicated to be general pariners or trusiees, as the case may be, subject to further stockholder
approval in the case of any amendment which could materially and adversely affect the interests of the
stockholders. As discissed below, the juristi.jon and structure of the Partnership and certain provi-
sions of the Partnership Ag may be signi Iy modified if the [ntercsts are transferable. See
~The Limited Partnership—General™.

The address of the Liquidating Entity will be 277 Park Avenue. New York, New York 10017, and
its phone number will be 212-826-6040.

The Limited Partoership

General

If the Interests are not transferable, the Partnership will be organized under the Delaware Revised
Uniform- Limited Partnership Act. and the proposed’ form of the Partnership Agreement of the
Partnership is annexed to this Proxy Statement as Exhibit B (the “Partnership Agreement™).

If the Interests are transferable, however, the Partnership will be formed under the laws of a state
detérmined at the time by the Board of Directors as having a limited partnership law facilitating the
transfer of interests in the Parinership and not requiring that partnership documents be amended cach
lime an interest is.transferred. For example, under Maryland law, the sole limited partner ‘of the
Parinership could be a nomince (and could be affiliated with the General Partners) which assigns its.
interest in the Partnership to stockholders of the Company, The stockholders would then awn
assignee units” of limited partnership interests but, although not technically limited partners, would
have substantially the same interest in profits, gains and losses, voting und other rights, and limited
liability, as if they were limited partners. Amendments to the Delaware Revised Uniform Limited
Parinership-Act aiso are contemplated, which, if adopted, similarly would facilitate the transferability
of interests.

Should the Interests be transferable, the Company will furnish 1o alt stockholders, prior 1o the
distribution of the Interests. current information with respect to the Partnership, including the form of
Parinership Agrecment which'will be in effect. Unless otherwise indicated. the following discussion
assumes that the Interests are nol transferable and that the stockholders become limited partners of the
Partnership: . As indicated above, however, it is anticipated that the rights of an Interestholder of
transferable Interésts and the management and other aspects of the Partnership will be substantially
equivalent to those described herein with respect to limited pariners in a partnership with non-transfer-
able interests, except for such transferability and possible technical differences in the nature of the
Interests and status of their holders.

It currently is anticipated that the general partners of the Partnership will be Raymond French, as
managing general partner, and ‘a corporation controlled by Ashes B. Edelman. The initial limited
partner of the' Partnership will be the Company.  Limited Partaer Interests will be distributed to
stockholders of the Company on. the basis of anc Interest for each share of Common Stock held on the
Fina!l Record Date. - The initial general partners, the: initial limited partner and the persons sitbse-
quently admitted 1o the Partnership as general and limited partners sometimes arc referred 10 as the
“General Partners” and the “Limited Partners™, respectively, and the General Partners and Limited
Partners sometimes are referred 1o colfectively as the “Pariners™. References herein to “Interests”
refer to the limited partnership interests of the Partnership, and all those who hold-Interests. whether
as Partners or s transferees of Inierests who have not been admitted as Partners. sometimes are
referred 10 collectively as “Interestholders™

It is anticipated that the Partnership will dissolve and terminate-on the disposition of all or
substantially all of its assets. However. it also may dissolve on the occursence of certain other events or
upon the expiration of its term at December 31, 2014, Sce “Summary of Partnership Agree-
ment—Dissolution” below.
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Federal Income Tax Treatment

While no Federal income tax.will be imposed on the Partnership, Interestholders wiil be required
to take ‘into account, in computing their Federal income 1ax. their allocable share (as determined
pursuant 1o the Partnership Agreement) of the Parinership's income. gains, losses. deductions and
credits, without regard 1o whether they receive any cash distributions from the Partnership.

The Federal income tax payable by an Interestholder by reason of a sale of Partnership property
or upon-the liquidation of the Partnership may. exceed the cash available Lo the Interestholder as a
result of such transactions. If, for example, an Interestholder had received a distribution from the
Partnership of the proceeds of the mortgaging of a property or of cash flow reflecting depreciation or
had recognized substantial losses from Partnership operations, the Interestholder might be required to
recognize gain exceeding the proceeds on the liquidation of the Partnership.

While the Partnership will not be subject to Federal income tax, its retusns may be audited by the
Service, which may result in adjustments to or audits of the tax returns of the Interestholders.

The above tax consequences are dependent upon the Parinership’s being treated as a partnership,
rather than as an-association taxable as a corporation, for Federal income tax purposes. See *Federal
Income Taxes— Partnership Status™.

Future legislative or administrative changes or court decisi could change sigai ly the tax
treatment of the Partnership and the Interestholders.

See “Federal Income Taxes”.

Posstble Insufficiency of Reserve Fund

if the Reserve Fund retained by the Company is insufficient 1o satisfy the Company's liabilities,
the remaining liabilities would be provided for out of the Partnership's anticipated cash flow from
operations., the proceeds of sales of Partnership propertics, and other Partnership assets, which would
adversely affect the value of the Interests.

Possible Liability of Interestholders 1o Creditors of the Partnership

Limited Partners generally are not fiable for the debis or losses of a limited partnership beyond the
amount of their contributions 1o the capital of the limited parinership. Under the Partnership Agree-
ment, the General Pariasrs are vested with exclusive authority to manage and conduct the business and
affairs of the Partnership. Limited Partners are not permitted to take any part in the control of the
Partnership’s business.and are entitied to vote only in certain limited circumstances, . Pursuant to the
Partnership Agreement and the Partnership’s Certificate of Limited Partnership to be filed with the
Delaware Secretary of State, certain matters may be submitted to 4 vote of the Partners upon request
of holders of 10% of the Interests or in certain other cvents. The Company has received an opinion
from its Dejawarc counsel, Messrs. Prickett, Jones, Elliott, Kristol & Schnee, that under Delaware law
the existence and exercise of voting rights granted by the Partnership Agreement.to the Limited
Partners and st forth-in the Partnership Certificate will not causc the Limited Partners to be treated as
Generul Partners of the Partnership.

There is uncertainly as to whether Limited Partners excrcising the powers granted to the Limited
Partners by the Partnership Agreement could, under certain circumstances, e treated as General
Partners under the laws of jurisdictions other than Delaware in which the Partnership may conduct
business. -~ Since the limited partnership statutes of certain states in which the Partnership may do
business do not expressly grant or deny ceriain voting rights which may be possessed or exercised by
Limited Partners, it may be argued that the cxistence of such rights in the Partnership Agreement and
Cerntificate of Limited Partnership may cause Limited Partmers with respect Lo the operation of the
Partnership business in such states to be deemed to take part in the contsol of the Partnership business,
If a court so héid, all or.some of the Limited Pariners could be subject 10 4 risk of broader Jiability
above the agreed valué of their Limited Partnership contributions and to a risk of being liable together

70



with the General Partners for any civil judgment which could not be satisfied by the Partnership assets.
However. in the opinion of Prickett, Jones, Elliott, Kristol' & Schnee, recognizing (a} thas they are not
acting as experts in the Jaw.of any jurisdiction other.than Delaware, and (b) that a court of law might
reach a different conclusion. a court considering the matier in a state other than Delaware, which state
has a -choice. of law policy comparable 1o that of Delaware, should determine that Delaware law,
permitting such veting rights, would govern and be applied with regard 1o the effect that such voting
rights would have upon-the limitation of iiability of Limited Partners.

Under the Delaware Revised Uniform - Limited Partnership Act, a’ partner may not receive a
distribution from a'limited partnership to-the cxtent that, after giving ¢ffect to the distribution, ail
Habilities of the limited partnership, other than liabilities to partners on account of their partnership
interests. exceed the. fair value of the Partnership assets. The Delaware Revised Uniform Limited
Partnership Act furthér provides that a partner who has reccived distribations representing the return
in-whele or in part of his capital contribution without violation of the partnership agrecment. or the
Delaware Revised Uniform Limited Partnership Act is liable to the limited partnership for a petiod of
one year thereafter for the amount of the returned contribution, but only to the extent necessary to
discharge the limited partnership’s liabilities 1o creditors who extended credit to the fimited partnership
during the period the contribution was held by the Partnership. 1f a partner has received the return of
any part of his contribution in viofation of the partnership agreement or the Delaware Revised Uniform
Limited Partnership Act, he is liable 10 the limited parinership for a period of six years thereafter for
the amount of the contribution wrongfully returned. A partner receives a return of his contribution to
the extent that a distribution 10 him reduces his share of the fair value of the net assets of the limited
partnership below the agreed value (as set forth in the Certificate of Limited: Partnership) of his
contribution which has not been distributed 16 him:. At such time as a person is admitted or substituted
as a ¥imited partner, such person possessing. or exercising the voting rights set forth in-the partnership
agreement and the certificate of limited pastnership will not be legally Gligated for the liabilities of the

. partacrship in an amount in'excess of the agreed value of his.contribution to the partnership (or in the
case of a substituied limited pariner, such contribution of his predecessor in interest).

The Certificate of Limited Partnership of the Partnership will state that the agreed value of the
property 10 be contribuled to the Partnership by the. Company, as the initial Limited Pariner, shall be
the sum by which the value of the property as initially recarded on the books of the Partnership exceeds
that amount at which the liabilities. of the Partnérship are initially recorded on the books of the
Partnership.

The Partnership will- seek 1o obtain provisions in all of its agreements limiting recourse for
Partnership liabilities to the assets of the Partnership. Even where the liability of the Partnership is not
limited to the assets of the Partnership, creditors would: be obligated 10 look first to the assets of the
Partnership (which may be substantial until the Partnership has disposed of most of its assets and
distributed the proceeds to Interestholders) before attempting to collect from the Interestholders. . The
Partnership also will seck to maintain insurance coverage against liability for personal injury and
property damage occasioned by its activities.. The amount of insurance coverage will be determined by
the General Partners basedon their experience, the advice of independent insurance agents, and the
requirements of mortgage lenders on the Partnership's properties.

Economic Risks of Real Estate Operations

The business of operating real estate s highly competitive and is subject 16 numerous inherent

+ tisks; including (i) uncertainty of cash flow sufficient to cover increases in intercst and tax rates. labor

and fuel costs. and olhu opcraung expenises: (i) adverse market conditions resulting from changes in

general or-local neighborhood ch. istics, availability of mortgage funds for

refinancing. and laws. and government rules and fiscal policies; (iii) the possibility of competitive

overbuilding: (iv) the finanicial failure of majer tenants: and (v) casuallies {(which may result in unin-
sured dosses) and other factdrs which are beyond the control of the General Partners.
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Use of Leverage

As the inferest rates payable under the Company’s existing mortgage indebtedness are favorable
compared to interest rates currently available, the refinancing of the properties is uniikely. Should any
refinancings oveur, they will permit the Partnership 1o make additional cash distributions to Partners,
but also will increase the Partnesship's exposure 1o (osses if its cash flow is insufficient to satisfy the
additionu! payment requirements for such indebtedness.

Risks'of Teauniivs-in-Common

Tyo of the Company’s propérties are cwned p o't -in-common ag between
subsidiities of the Compans shd others, Holding properties in this manner may involve risks not
aihierwise present, including, for example. risks associated with the possibiliy that another inter-
ithotder in the progeriy mlgh( become bankrupt, or have cconomic or business interests or goals
inconsislent with thiose of the Partnership.. 1n dddition. vne property is held by a limited partnership in
which u subsidiary of the Company is general partner. and such position imposes fiduciary dutics and
oiher responsibilities which could result in Hability.

Pulivies-and Objectives

Genzral. The principal obiective of the Partnership will be 10 sell or otherwise dispose of the real
propertics aod dther assets it will acquire pursuant to the Plan and distribute the proceeds to the
Interesthalders: 11 is also contemplated that additional cash distributions may be made from cash flow.
It is anticipated that these distributions will exceed taxable income becsuse of non-cash deductions
sitls us depreciation. Any cash distribution which does not represent tasable income will result in 2
feduttion in dn Inerestholde s in his Interests and be treated for tax purposcs as a return of
capital See “Fedleral Tnoonie Tidxes™ below

Noo afautaics can be ghiv il thie Patineclip's ubjective will be gtiajned:

Types of Hivesiment. The Partneeship generalfy will it invest in any new propertics except for
the possible adquisition, of property interests or pireels which would directiy enhance the value or
marketability of unsold properties transferred to it from the Company: For example, the Partnership
may scyuine e romaining parcels necessary to complete 1he isemblages in Los Angels and Chicago
ise TR st thy Cudpndiy - Vieant Jepd™ ssible i fpikh ner considered tikely at
ths it 1B Die Pansyrehiy sonld spdertibe the developinent ot the 4 fiarcels hich it acquires
from the Compant putsuant to the Plun. but only te the extent ngiesary @ Tt their dimpmsition on
thie miint {averable terms wvaiiabl

Sales and Refinuncing of Properties - Mo Reinvestment. n deciding whether to sell or refinance
properties. the Gener: trers primarily ol consi the favilitation of the sule-of all Partnership
assets, They alw wilt convider any possible advirse i consequences to Inlerestiolders va the sale of
any particular property. See “Federal Income Tuxes™ below. The Purtnership will bave no abligation
1o sell any assets a1 any particilar time.

The net proceeds of any réfinaiicifiy vr sade v} disl be reinvested ih properties except that the
Partnership may. 1o the extent necessaty fo facilitate 116 dishusition ol s preperties, use such proceeds
1o finanve improvements of of additions 1o its properties, W purchase sdditional interests i us proper-
ties from co-tenants, or to repay indebtedness. Subject 10 the payment or creation of reserves for the
pavment of expenses, the remaining proceeds will be distributed as described under the caption “Sum-
mary of Parinership Agreement—Cash Distributions™ below. Thus, the Partnership is intended 10 be
seif-liquidating in nature. To the extent that purchase money obligations are taken by the Partnership
on sales of properties, the receipt and distribution of proceeds would be delayed.

Other Policies.. The Parinership generally does not intend to take purchasc moncey obligations in
payment when it selfs properties. The Partnership will not underwrite sccuritics of other issucrs, offer
securities in exchange for property (other than cash), or invest in securitics ¢f other issuers (except for
joint.ventures or partnerships as noted below). - The Parinership may repurchase or otherwise acquire
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Interests. Except for borrowings to refinance properties, the Partnership will not issue any other senior
securities.

The Partnership is not a real estate investment trust and therefore is not subject to the restrictions
on’its activitics imposed on real estate investment trusts qualificd under-the Code. The Partnership
intends 10 operate in such a manner as to ot be required to register as an investment company under
the Investment Company Act of 1940. It also intends 10 seck to conduct its business in such a manner
as 1o not be deemed a “dealer” in real estate for Federal income tax purposes. See “Federal Income
Taxes™ below.

For information concerning the distribution policy of the Partnership, sec “Summary of Partner-
ship Agreement-~Cash Distributions™ below.

Properties and Other Assets

For information concerning the real properties wnd other assets which are expected to be frans-
ferred to the Partnership pursuant to the Plan, see “Proposed Plan of Complete Liquidation and
Dissalution--Transfer 10 the Liquidaiing Entity™ and “Business of the Company”.

Summary of Partnership Agreement

The full text of the proposed form of the Partnership Agreement i included as Exhibit B 1o this
Proxy Statcment, and the following summary. of some of the provisions thereof is qualified in its
entirety by reference thereto. Other. provisions are discussed elsewhere herein under “The Limited
Fartnership™

Instial Distributions of Interests. Interests will be assigned to each stockholder of the Company.
25 of the Final Rocord Dute. Each person so recciving Interests will be admitted as a Partner after
furnishing 1o the Partnership evidence that he is the holder of record of such Interests. a written
acceptance and adoption of the Partnership Agreement, a Power of Attorney discussed below, and any
other documents the General Partners consider necessary or desirable. See “*Proposed Plan of Com-
plete Liquidation and Dissolutionurrender of Certificates for Common Stock”. No consent of the
General Partners will be required for the admission of any such person as a Limited Partner, although
the General Partrer will be responsible for filing the amendmens 1o the Certificate of Limited Partner-
ship with the Delaware Secretary of State whereby such Interestholders become Limited Partners
under the Delaware Revised Uniform Limited Partnership Act. Except for the Interests held by the
General Partners as such, all Interests will-be held by Limited Partners or assignees of Limited
Partners.

Limited Partner Iuteresis. The Limited Partner Interests, plus the Generat Partner Interests, will
represent (he zntire cconomic interest in the Partnership and will share pro rata in all of the Partner-
ship's income, gains, losses, deductions, credits and cash distributions. Each Interest will have equal
voting rights, except that an Interestholder may not vote until and unless he has qualified as a Limited
Partacr and cxecuted the documents referred 10 under “Initial Distributions of Interests™ above, and
votes may.not be cumulated. The Interests have no conversion rights, are siot subject 1o redemption
and have no preemptive rights to subscribe for additiona] Interests. The Interests are non-callable and
non-assessable. Interestholders will have no personal liability for partnership debts, obligations or
{osses. cxcopt a discussed under “Possible Liability of Interestholders 1o Creditors of the Partnership”.

The current principal stockholders of the Company will hold Limited Partner Interests equivalent
1o their respective stockholdings of the Company as of the Final Record Date, and Asher B. Edelman
will control the corporation which will be ore of the Partnership’s two general partners. See "Certain
Beneficial Owners™,

Transferability ‘of Interests; Tax Allocations. 1f the Board of Dircctors of the Company
determines that the Interests are to be transferable (see**Proposed Plan of Complete Liquidation and
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Dissolution—iisting and Trading of the Common Stock. United Shares and Interests in the Liguidat-
ing Entity™). certificates will be issued representing the Interests (or assignee units of limited purtner-
ship interest. as discussed under “General™ above) and they may bie assigned by susrender o the
Parinership of the certificate or certificates, properly endorsed for assignment, and payment of all
necessary- transier taxes. 1f the Interests are not transferable, they may not be assigned, pledged,
hypothecated or otherwise transferred except upon the death, bankruptey or legal incapacity of a
holder or upon the occurrence of such other circumstances as shall result in the involuntary alienation
of such Interests, and under any such circumstances, such transfer may be made only to the person-as
shall succeed under the law 1o the interest of sueh Limited Partner, or to a trust for-the benefit of any
minor or incompetent assignee or transferee. See*Federal Income Taxes™ lor a discussion of possible
adverse tax conscquences upon transfer.

The assignee (1o the extent assignment is permitted) of non-transferable Interests from a Limited
Partner shall not have the right to becor: a substituted Limited Partner unless the assignor has
consenied 10 the admission of the assignee as a Limited Partner, the assignee has executed an instru-
ment satisfactory in form and substance 10 the General Partners whereby the assignee accepts and
agrees 10 be bound by all of the terms and provisions of the Partnership Agreement then in effect. the
assignee and assignor have executed and. if required by the General Pastners, acknowledged. such
other documents which the General Partners may deem necessary or desirable in connection with the
trunsfer and substitution, including. without limitation, « Power of Attorney in substance generally as
provided for in the Partnership Agreement and. except for an assignec who already is a Limited
Partner, the General Pariners’ consent to the assignment in their sole discretion, Except for the
consent of the General Partners, these réguirements alse apply in ion with the assignment of
Intcrests by the Company to its stockholders pursuant 1o the Plan. See “Proposed Plan of Complete
Liquidation and Dissolution--Surrender of Certificates for Common Stock™. To aveid premature
termination of a Partnership tax year, transfers will be temporarily deferred if they would result in 50%
or more of the Interests being transfersed within a 12-month period.

An assignee of non-transferable Interests who has not become a substituted Limited Partner shall
be entitled only 16 receive distributions from the Partnership attributable to the Interests acquired, and
shall have no rights to require any information or account of Partnership transactions, receive notices
or repurts, inspect Partnership books and records, vote or cxercise any other rights of a Limited
Partner.

Asstgnments of Interests will be effective when recorded on the books of the Partnership (not later
than the last day of the calendsr month following the month of receipt by the Partnership of all
required documents and transfer tax payments). However, under the Parinership Agreement, 25% of
Partnership income. gains, losses, deductions and credits for each fiscal year will be allocated among
the Interestholders of record at the end of cach of the four fisca! quarters in question, withoul regard 1o
1he results of the Parinership's operations or the distributions made during particular quarters, except
that (i) any gain or loss of more than $100,000 from a single transaction which would otherwise be
included in gains or losses of the Partnership for Federal income tan purposes for the fiscal year in
which the transaction 100k place will bé allocated among the record holders of Interests at the end of
the fiscal quarter in which suck gains or losses would have been included if cach quarter were a
separate taxuble year and (i) for the purposes of this sentence, gains which are deferred pursuant to
Section 453 of the Code or any similar provision or doctrine of Jaw will be taken into account only
when required te be recognized for Federal income tax purposes. Consequently, when Interests are
assigned, the shares of Partaership income or loss required to be reported on the holder’s personal
income tax returns may differ (rom the amount of the distributions they have received during the
peried of: their ownership.

Substitutions of Limited Partness will be eftective only on a dale established at least once each
month, From the date of substitution, such persons wilj have all of the rights of Limited Pariners.
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Additional restrictions are imposed by the Federal securities laws on the disposition of Interests by
the officers and directors of the Company. the General Partners, and their affiliates.

Cash Distributions.. -Al} distributions of cash or other property by the Partnership shall be made
at suth times as the General Partners shall determine, in their sole discretion. In general, decisions as
to the timing and amount of distributions will be made with a view ta achieving the principal objectives
of the Partnership, taking into account.the Federal income tax consequences 10 the Interestholders,
Sce “Policies and Objectives™ above. It is. intended that the Partnership will make cash distributions
within 90 days after the end of cach fiscal quarter to the holders of Interests on (he last day of such
quarier; and it is anticipated that each such distribution will be equal to at least 50% of the Partner-
ship's 1axable incomé estimated to be allocable to that quarter. Also, the Parinership Agreement
prohibits the reinvestment of Distributable Cash (as defined thercin). However, the payment of such
distributions necessarily will depend on the availability of sufficient cash for this purpose. Barring
unforeseen developments, the Partnership's cash flow is expected 10 exceed its taxable income:

Voting Rights: Mcetings. - Any proposal submitted to the vole of the Partners shall-be approved if,

at a mecting of both the General and Limited Partners at which Partners having a right 1o -cast a

majority of the votes cligible to be cast are present.in person or by proxy, such propasal is approved by

2 majority of the votes cast with respect 1o such proposal. The following actions may be taken only if
approved at sucha mecting:

(11 Removal of a General Partner and élection of o successor to fill the vacancy so created;

(2) Approval of certain transactions in which a General Partner or an affiliate has an inter-
cst; and

{3) Certain amendments of the Partnership Agreement, or dissolution of the Partnership on
4 basis not otherwise provided in the Partnership Agreement.

Meetings of the Partners 10 voie on the above specified matters may-be called by any General
Partmer and must be called by the General Partners upon the written request by Limited Partners
holding 10% or more of the outstanding Interests. Such meeiings slso' may be called by Limited
Partners holding 10% or more of the outstanding lnterests if there is no remaining General Partner at
<uch time, * Each Partner wifl be entitled to one vote for ‘cach Interest held, except that wa assignee of
4n Interest who docs not-become a substituted Limited Partner shall have na voting rights. - See
“Transferability of Interests™ ubove in this section.

No voie by the General and Limited Partacrs shall be effective if the Partnership shall have
received an opinion of the Partnership's caunsel {or an opinion of an attorney satisfactory to such
counsel in form and substance satisfactory 1o such counscl), or a ruling from the Service, that such
ction will cause the Partnership to cease being characterized as a partnership. rather than an associa-
tion. taxable as'a corporation. for Federal income tax purposes.

a

Limited Partners will have no voting rights except as stated above or as otherwise set forth in the
Partnership Agrecment.

There is uncertainty as 10 whether @ Limited Partner exercising the righ. - voteon the.removal of
+ General Partner or any of the other voting rights of the Limied Pariners the.. W * - deemed to
huve become liable a3 a General Partner for the debts of the Partnership under the law 1 jus isdictions
other than the State of Delawarc, See “Possible’ Liability of Interestholders 1o Lreditors of the
Partnership™.

The Partnership Agreement does not provide for annual meetings of the Limited Partners.

Term. The Partnership will terminate on the first 10 occur of the following: (a) December 31,
2013, or (b) upon the death. retirement, dissoluiion, bankrupiey: memtal ifiness, incompetency or
remaoval of any General Partner, unless any remaining General Pariner. including a successor General
Partner-who becomes a General Partaer upon such cvent, elects to continue the business of the Partaer-
ship. ur (¢} on the sale’or other disposition of all or substantially all of the Partaership's assets, or (d)
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upon the votc in favor of dissolution by the General and Limited Partners in accordance with terms of
the Partnership Agreeme ', or (e) upon the death, retirement. dissolution, bankruptey, mental iliness.
incompetency or rer  al of the last remaining General Pariner without there being a designated
succes,or 10 such. “sencral Partner. unless the Limited Partners glect o successor General Partner
within 90 days.

Dissolutic In. settling after dissolution, the liabilities of the Partnership shall be
entitled 10 payment in the following order:

{a) those 1o creditors, including Partners who are creditors:

(b} these to Partners and former Partners by reason of interim distributions or distributions
upon withdrawal, generally pursuant lo the Partnership Agreement: and

(¢} those 1o Partners first for the return of their contributions and second pro rata in respect
10 their Interests.

The General Partners shall not be personally fiable for the payment of the amount standing in the
individual accounts of the Limited Partners or any portion thereof or for the return of alf or any part of
the cantribution of the Limited Partners to the capital of the Partnership. Any such payment or return
shail be made solely from the Partnership assets.

Management. The Partnership will be managed by the General Partners; Raymond French. who
will be the Managing General Partner, and Canran Corp..'a.New York corporation controlled by
Asher B. Edelman (the “Corporate General Partner™),

If 2 General Partner (a “Terminating General Partner™) dies, becomes incompetent, withdraws or
is bankrupt, or. in the casc of an endity. dissolves. then (i) if such Terminating Genesal Parine~ is Mr.
French. his successor shall be designated by the Corporate General Partner. and (ii) if such Terminat-
ing General Partrer is the Corporate General. Pariner, its successor shall be designated by Mr.
Edelman. The Gereral Partners also are authorized to increase the number of General Partners-and to
fil} the vacancy so created. If a General Partner is removed by vote of the Partners, the Partners
collectively wili clect 2 successor.

My, Edelman has agreed not to volumarily encumber, transfer. or otherwise dispose of the stock in
the Corporate General Partner without first offering to sell his shares to Mr. French (or his successor as
Managing General Partner) or any. person satisfactory to him, and his shares are also to be so offered
upon Mr, Edelman’s death or disability.

The General Pariners will have responsibility for al) aspects of the Partnership's operations,
including the administration of the Partnership’s business, the management of its properties, and
(exrept in certain fimited situations in which Limited Partners are entitled Lo vote thereon) determina-
tions with respect 1o the sale and refinancing of its properties,

The General Partners may be deemed to be the "parents” of the Partnership within the meaning
of Rute 405 under the Securities Act of 1933,

Managing General Pariner. The Partnership Agreement provides that consent of both General
Partners (or. if there are more than two General Partness, the consent of a majority of them) is
required for Partnership action 1o be taken, except as to matters where Mr. French can act alone as
Managing General Partner, If Mr. French shall cease for any reason to be the Managing General
Pirtner, then the senior remaining General Partner shall become the Managing General Partner, but
wuch senior remaining General Partner may decline to accept the office and may convene a meeting of
the Partners for the purpose of electing a new Managing General Partner.

The Managing General Partner is empowered to direct the day-te-day affairs of the Partnership
and o act on such matters on behalf of the Partnership without the approval of the other General
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: Partsicr. The Partnership Agrecment specifies that the following. actions require the consent of both
General Partners (or, if there are more than two General Partners, the consent of a majority of them):

(2) Thesale, exchange; or other disposition of Partnership property having a value in excess
of $100.000: ’

(b). Leasing Partricrship property. except leases having a term not exceeding ten years or an
aggregate rental of not more than $1,000,000;

{¢) Borrowing money for the prepayment, “chi ing, or ion of any indebted of
the Partnership:

{d) Construction of property. for a cost exceeding $100,000;

() The purchiusc of Partnership property, of the assumption of a Partnership liability, by a
General Partner in its own name;

if) Lintering into a joint venture:

(g) Invesiment of funds of the Partnership, other than in liquid asset or money market funds
previously approved by all.General Partners, short tesm treasury bills, bankers® acceptances or
bank certificates of deposit:

(h). The making of any tax elections; or

(i) The designation of agents to act for the Partnership.

Fiduciary Responsibility and Inde ation of the General Partners. A general partner is

accountuble 10 a limited parinership as « fiduciary and consequently must exercise good faith and
imégrity in handling parinership affairs. Some courts have feld that a limited partner may institute
legal action either on his own behalf or s » class action on behalf of all similarly situated limited
partners 1o recover damages for the breach by a general partner of his fiduciary duty.” The Delaware
Revised Uniform. Limited Partnership Act provides that  limited partner may institute a derivative
action-on behalf of 4 partnership to recover damages from third parties. Certain decisions by federal
courts also may be construcd 10 support the right of a limited partner-to bring such actions under the
Securities Exchange Act of 1934 for the tecovery of damages (including losses incurred in connection
with the purchase or sale of 2 partnership intcrest) resulting from a breach by a general partner of his
fiduciary duty. - This arca of the law is‘rapidly developing and changing. and Limited Partners who
have questions concerning the duties of the General Partners should consult their counsel.

The Pastnership Agreemer: provides that the General Partners will be liable 10 the Partnership or
other Partners for acts or omissions committéd of occurring by them in their capacities as General
Partners only for their gross negli or willful mal This provision may limit the rights of
action which Intérestholders might otherwise have against the General Partners.” The Agreement also
provides for indemnification by the' Partnership. of the General Partners and certain reiated persons
against liabilitics arising out of their activities with respect to the Partnership, except (i) in instances
invalving derivative actions on behalf .of .the Partnership, for fraud, gross negligence or willful

1feas and (i) in i i ing third party actions, if the General Partners did not act in
good faith in whai they believed to be in or not opposed to the best interest of the Partnership. The
criteria. for indemnification will be deemed safisfied to the extent that the defense by.a General
Partners o other person against any claim has been successful. Tn-other circumstances. the determina-
tion of whether such criteria have been satisfied may be made by any General Partner who was not
party“to the proceeding or by counsel or a court of appropriate jurisdiction. . In the opinion of the
Securities and £ C ission, ind ification for liabilities arising under the Securities Act of
1933 is contrary to.public policy and therefore unenferccable. If 3 claim for indemnification against
Jiabilities atising vinder the Securities Act of 1933 (other than the payment of expenses incurred ina
successiul defense) is asserted against the Partnership by any General Partner. any agent of a General
Partner, or any of their heirs or legal representatives, and a determination is required to'be madc by,
counsel ar a court of appropriate jurisdiction. the Partnership will, unless in.the opinion of its counsel
the marter has been setiled by conirolling precedenrt, submit (o a court of apprepriate jurisdiction the

ki



guestion of whether such indemnification is against public policy as expressed in that Act and will be
governed by the fina! adjudication. of the issue, The Partnership Agreement also provides that the
Partnership may pay expenses incurred in defending suits in which indemnification may be appropriate
as they are incurred upea receipt of an undertaking by or on behalf of the relevant indemnified party o
repay. such amounts, unless it is ultimately determined that the indemnificd party i entitled to
indemnification by the Partnership. The Partnership. at its expense, may insure the General Partners
and agents of the Partnership against liabilities arising out of their status as such, whether or not the
Partpershin would have 1he power 10 indemnify them against particular liabilities.

Conflicts of Interest. The Partnership Agreement and the Certficate of Limited Partnership will
provide that the approval of the General and Limited Partners at'a meeting as described above is
roquizod to authorize the Partnership to enter into’any agreement or arrangement with the General
Pastner o its affiliates or relating to assets in which such persons have an interest {other than an
interest by reason of the ownership of Interests or Common $tock of the Company, or by reason of
such persons serving as a partner, officer. director, emplayec or other agent of the Partnership, the
Company or any of their afliliates), unless at Jeast one General Partner and all of its affiliates have no
imerest in such transaction and the terms of such transaction are fair and reasonable as determined by
such disimerested General Pariner,

Rermuneration. The Geacral Partners are 1o receive aggregate compensation from the- Partner-
stup of $100.000 during cach year of the Partnership’s operations, allocated $66.000 1o Mr. French and
$34.000 to the Corporate General Partner. The General Partners also are entitled, upon presentation
of an itemized accountsng for sueh cxpenses, 1o be reimbursed by the Partnership for expenses reason-
ably incurred by them in the. performance of their dutics.

It is expected that 1he Parinesship, the Company and United may share personnel. office space,
office cyuipment and other operatimg facilic All expenses arising in respect to such shared fucilities
will be reasonably allocated between the Company and the Partnership on the basis of the actual
percentage used by each party.

Federal income Taves

The following summary of the Federal income tax aspects of ownership of an interest ir the
Partnership is applicable 1o all Intesestholders, including the General Pastners and transferees <ho
huve not been admitted 1o the Partnership as succe- sor Limited Partners. This summary is based upon
the opinion of Counsel to the Company.

Parinership Status. The Company intends 10 request 4 ruling from the Service that the P» iner-
ship will be treated as 4 partnership. rather than as an association taxable as a corporation, for Jederal
income 1ax purposes. Although neither the Company nor Counsel are aware of any reason why the
requested ruling should not be issued, stockholders should. not assume that such a ruling will be
obrained. Counscl expects to render an opinion that the Partnership will be characterized a5 4 partner-
ship. rather than as 4o association saxable as a corporation. for Federal income tax purposes. However,
Counsel 4lso has advised the Company that its opinion will be based upon exisiing fegal authorities
(with the result that their opinion may not be relied upon if there-is a matérial change in the relevant
authorities) a1.d that the continued eflicacy of that rufing. if received. and of their opinion will depend
upon the continuéed existence of certain facty (including particularly that one or more of the. General
Partners continue to have a substantial net worth. other than its Interests in the Partnership. which
may be reachied by creditors of the Partncrship).

1. a1 any time after the transfer of assets from the Company. to the Partnership. the Partnership
were characterized zs. an- association tasable as a corporation, rether than as-a partnership:  the
Pastnership itself would be taxed on its profits: parinership fosses. if any, would be allowed only 1o the
Partnership. ruther than being passed through to the Interestholders; and distributions 1o the Inter-
estholders would be treated (i) first, as a dividend. to the exiemt of current and accumulated ¢carnings
and profits of the Parinership, (i) then, a5 a return of capital, to the extent of the recipient's basis for
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hir Intesestsin the Partnership. and (fii3 then.as capital gain (assuming the Interestholder’s Interest in
the Partnership was 2 capital asset in s hands). In addition, if, a1 the time the Partnership were
characterzed a4 an asscialion taxable us a corporation, the Partnership's Jiabilities exceeded its basis
fior ita assets for Federal income 1ax purposcs, 1be Interestholders would realize taxable gain without
recering any cash didributions

Tavation of the Partrership and Interestholders. The Partnership itself will not be subject to
Vederal incone tax but will file annual Federal information returns ctiing forth, among other things,
its income, gain ks, deductions, credits and items of tax preference. Each Interestholder will be
sreyuired-do take into account in computing his Federal income 1ax liability his proportionate share
(detesmined @ accordance with the Partnership Agreement) of all such Partnership items for each
Purtnership laxable year ending with or within his taxable vear, without regard 1o whether he has
rocen door will reccive any distribution from the Pannership. Cash distributions by the Partnership
will not give {0 1axible imcome. gain oF loss unless the amount of any such distribution ¢xceeds an
Interesthulder™ basisfor his Interest 'or the distribution i in liquidation of the Partnership.

Rasis of Partaershup Interests. . A Company stockhalder who receives an Interest in the Partner-
g puriuant 10 the Plan will take, a5 bis inital basis for his Interest in-the Partnership, the sum of (i)
1 pro rata share of the nct far market value. n the date af distribution. of the property transferred 10
1he Partnership by the Company. and (1) his pru rata share of the Partnership's non-recourse liabilities
fncludifg non-recodrse liabilities of other parinerships of joint ventures in which the Partnership is a
pusticipant ] which'do ot exceed the fair market value of the properties securing such liabil Each
Interenthioldes s «hare of 1he non-recourse liabilities of the Partnership will be proportionale to his
hare of b rinership profits. Any recourse Habilities will be added to the basis of the General Pariners.

Mortgage debt sectired by the properties which may. be transferred to the Partnership by the
Company sy beboth recourse and nom-recourse, 1t is expected that any future morigage liabilities 10
which thése propérties are subject will be non-recourse, »0 that such mortgages will be includible in
determiming the bisis of the Interests in the Partnership of all Interestholders. Sinee substantially all
of the properties which will be held by the Parinership subject 10 non-recourse debt are expecied 10
havea Tair market value which exceeds such non-recourse debt, all of such debt should be taken into
account in determining sn Interesthalder’s bu: ip. However, the
Lumited Pattners of the Partnership will not be entitled to include in their basis any portion of the
recourse habilities to which Partnership properties arc subject

A Limited Partner’s basis for his Interest in the Pastnership (a) will be increased by his allocable

share of Partnership tagable income and any increases in the Partnership's non-recourse Jiabilities, and

by will be decreased by his allocable share.of distributions from the Partnership, any decreases in the
amount of the Partnership’s non-recourse liabilities, and Partnership losses.

Depreciation: 11 is anticipated that Partnership property will be depreciated on the straight-line
fasis. Duc 1o the xbsence of explanatory Treasury Regulations it js not cerlain whether any portion of
Partheeship propérty placed in service by the Company of -any of-its subsidiaries before Januvary 1,
1951 woeld be subjeel 1o 1iie Accelerated Cost Recovery System ("ACRS™) under Scction 168 of the
Code - [ s anticipsted that the Partnership will utilize ACRS with respect to such propes.y, but there
1s 1o assurance that the Service will agree with such treatment. If the Partnership were not entitled 1o
dtifize ACRS with respect 1o all or any porton of such property. the Partnership would be required to
recover the vost of such proparty over a longer period than provided under ACRS.

Disposition of Property by the Partnership. 1t is expected that substantially all the property held
by The Partnership will be characterized either asa capital asset in its bands or. once it has been held
by-the Partnership for more than one.year, as “Section 1231 property,” i.e., real property held for use
in & trade of business.

15" compuiing Ty Federal income tax liability, each Interestholder wil} be reguired to take into
sccount his proportionate share of (a3 the net amount of the Partnership's gain or iuss from disposition
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of capital assets held by the Partnership for one year or less (short-term capital gain or loss), (b) the
net amount of the Partnership™s gain or loss from disposition of capital assets held by the Partnership
for more than.one year (long-term capital gain or loss), (¢} the net.amount of the Partnership's gain or
loss from rea! praperty held for use in its trade or business which has not been held by the Partnership
for morz than one year (ordinary income or Joss), and (d) the net amount of the Partnership’s gain or
Vos: from disposition of Section 1231 property. If an Interestholder’s share of the Parinerships gain or
Toss from the disposition of Section 1231 property, when added w0 or subtracted from the Inter-
estholder’s other net gain or loss from disposition of Section 1231 property for the taxable year, results
in an overall gain for the year. such gain will be taxed as long-term capital gain: if it results in an
overall loss from the disposition of such property, the foss will be an ordinary loss.

Under certain circumstances, the cash proceeds from the salc or other disposition of a property by
the Partaership might be insufficient to pay the tax liabilitics of the Interestholders arising from the
sale. This might occur if the Partnership disposed of a property when its basis was less than the
amount of any mortgage indcbtedness 16 which it was subject. <o that the gain would necessarily
exceed the cash proceeds of sale,

No Section 754 Election. Section 754 of the Code aliows a partnership to elect 10 adjust the basis
of partnership property to reflect the cffects of certain transfers of partnership interests. However,
because of the'tax accounting complexities that would be involved, the Partnership does not currently
intend to make 2 Section 734 election.

H the clection is not made, any difference between 2 tramsferee’s basis for an_ Interest in the
Partnership and his transferor's basts for such Interest will not be reflected in the Partnership’s basis
for its assets. As a result, a transferee’s share of the Parinership’s depreciation deductions and gain or
loss from the sales of assets may be greater or less than such share would have been had the election
been made,

Accounting "ethods, 1t has not been determined whether the Partnership will utilize the cash or
accrual method of accounting for Federal income tax purposes and for financial reporting purposes.
The Partnership will report on a calendar year basis both for tax and financial purposes.

Alternative Minimum Tax. * Prior 10 1983, the Code provided for a 15% minimum tax on items of
1ax preference and an alternative minimum tax. In the case of individuals, the Tax Equity and Fiscal
Responsibility Act of 1982 replaced both such taxes with an expanded alternative minimum 1ax of 20%
imposed On a i2x vase consisting of the excess of aliernative minimum taxable income over $30,000
{340,000 on a joint return).. A taxpayer is liable for the alternative minimum fax only i such tax
exceeds his regular Federal income tax. Allernative minimum taxable income is equal to -adjusted
gross income plus specified 1ax preference items, minus a limited number of itemized deductions. The
“items of tax preference™ of an individua! include, among other things. the deduction of 60% of the
excess of ne1 long-term capital gains for the year over net shori-term capiial losses for the year,
Accordingly, the operations of the Partnership may generate an item of tax preference.

Partnership Tax Returns and Tax Information. The Partnership's tax return may be audited by
the Service and adjustments resulting from such an audit might result in adjustments in the tax
liability of the Interestholders and could result in audits of the returns of Interestholders, Any such
audit of an Intcrestholder’s tax return could result in an adjustment of items unrelated (o the
Partnership.

The Partnership witl provide 1o Interestholders appropriate 14x return information for the filing of
Federal and state income tax return within 75 days after the close of cach calendar year. See
“Reports™ helow.

Consuftation with Tax Advisors. In view of the complexities of the Federal tax considerations
involved in the ownership of an Interest in the Partnership (and the state.and local tax consequences
discussed below), stockholders are urged to consult their tax advisors with respect to the tax conse-
quences of the ownership of such Interests,
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State and Local Income Taxes

Delawsre counsel 10 the Partnership has advised that the Partnership will not be subject to any
Delaware snincorporated business tax and. assuming that the Partnership derives no income from or
connected with sources within Delaware, neither the Partners. other than those who reside or are
domiciled in Delaware, nor the Partnership will be subject to Delaware persenal income tax on income
carned by the Partacrship. Those Partners who are considered under Deluware tax Jaw to reside or to
be domiciled in Delaware will be subject 1o Delaware income tax on their entire taxable income. For
such purposes entire taxable income means the Pastner's Federal adjusted gross income with certain
modifications and less certain deductions and personal exemptions provided by Delaware law.

Interestholders may be subject to income taxes imposed by states in which the Partnership owns
propertics. in which cases they would be required to file tax returns in those states even if they are not
resident within the state. Taxes to a state may be due even though the Partnership does not produce an
averall profit because of losses sustained from propertics in. other siates.

An Interestholder who pays 1ax 10 a state by virtue of Partnership operaticns within that state may
be entitled 1o 2 deduction or credit against income.tax ownea to his state of residence with respect to
the samic income, State income taxes are deductible for Fedesal income tax purposes by taxnayers who
ftemize deductions.

Reports

Within 120 days after the end of cach fiscal year, the Partnership will send to each Partner of
record an.annual report conlaining a balance sheet as of the ¢end of that year and statements of profit
and loss, Partners’ equity and changes in financial position for the year, audited by an independent
public accounting firm; and a summary of the Partnership's activities during such year. Within 75
days after the end of each fiscal year, the Partership will send 1o each person who was a holder of
record (i.c.. Pariner or assiguee) on the last day of any fiscal quarter during that year the information
necessary for the preparation of his Federal income tax returns and any state and local returns required
of him as a result of thc operations of the Partnership. Financial information contained in the annuaj
seports will be prepared on the cash or accrual basis of accounting in accordance with generally
accepted accounting principles and will include. where applicable. a reconciliation 1o the information
furnished for income tax purposes (which may be on a cash basis). The Partnership also will furnish
guarterly financial information to each Partaer within 60 days after. the end of each quarter.

The General Partners shall not be required to detiver or mail a copy of the Certificate of Limited
rtnership or any amendment to the Certificate of Limited Partnership to-any limited partner, unless
a limited pariner requests a capy af the Certificate or any amendments thereto.

The Liquidating Trust

If the unsold assets of the Company at the end of the Liquidation Period do not include operating
assets, the Company will transfer-such unsold assets to the Liquidating Trust pursuant to the Agree-
ment and Declaration-of Trust of the Canal Randolph Liguidating Trust substantiaily in the form
annexed as Exhibit C (the “Liguidating Trust Agreement™) for the pro rata benefit of stockholders.
References herein to “Interests™ refer 10 beneficial interests in the Trust,” The Trust will be governed
by New York law,

Marnagement

The Trust will be administered by two trustees (the “Liguidating Trustees™), who will have broad
authority fo administer the Trust and dispose of its assets, subject to certain limitations set forth in the
Ligbidating Trust Agreement. Raymond French and Asher B. Edelman will serve as the initial
Liquidating Trustees, and cach has agreed to serve in such capacity. Should 2 Liquidating Trustee
resign, be removed, die or become mentally incompetent or bankrupt, a vacancy is deemed 10 cxist and
a will be appainted by the remaining Liquidating Trusiee, If the vacancy is not filled within
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30 days. a majority of the beneficiaries of the Liquidating Trust (the “Beneficiaries™) may call a
meeting 1o appoint a successor Liquidating Trusiec.

The Liquidating Trustees will attempt to dispose of the asser” which they are holding (the “Trust
Estate””) and-to distribute the income and procceds from the sale of such assets pro rata to the
Bencficiaries. after the payment of or provision.for claims, liabilities and obligations. . From the
Trust Estate, the Liquidating: Trustces will pay all expenses, liabilitics and obligations of the Trust
Estate. including Habilities and obligations (and contingent liabilities) of the Company which the
Liguidating Trustecs'assume and agree to pay under the Liquidating Trust Agreement. The Liguidat-
ing Trustees may determine to make provisions by reserve or otherwise out of the Trust Estate for.
amnounts wisich may be necessary to meet present or future claims and liabilities of the Trust, fixed or
contingent. ‘The Liquidating Trustees will make interim distributions, from time 1o time in their
discretion, 1o the Beneficiaries in proportion to their respeciive Interests, of cash or other property
comprising a portion of the Trust Estate as the Liguidating Trustees may in-their discretion determine
may be distributed without detriment 16 the protection of the Trust Estate, At such time as.the Trust
has disposed of all of the non-cash assets in the Trust Estate and the Liguidating Trustecs determine
that u1l claims, expenses, liabilitics, charges and obligations of the Trust and of the Company have been
paid or discharged. the Liquidating ‘Trustees will distribute the Trust Estate pro rata to the
Beneficiaries and terminale the trust.

Under the Liguidating Trust Agreement, the powers. duties and authority of the Liquidating
Trustees include holding title to the assets of the Liquidating Trust, the disposition or preservation of
such asscts. the prosecution or coliection of any claim or contingent right of the Trust, the collection of
proceeds. income and revenue from time 1o {ime accruing to or otherwise payable in respect Lo the
assets of the Trust and the distribution 10 Beneliciaries from time to time of the dssets of the Trust to
which they are respectively entitled. In the exercise of such powers und the discharge of such duties,
the Liguidating Trustees arc prohibited from engaging in any trade or business on behalf of the Trust
and 4re prohibited from investing any of the funds held in the Trust Estate except as set forth in the
Liguidating Trust Agreement.

Additional powers and duties of the Liquidating Trustees are set forth in the Liquidating Trust
Agreement,

i 1

Each Li Trustee. employee and agent is i d out of the Trust Estatc against all
liabilitics and expenses incurred by him in performance of his.duties except if-he is adjudicated to have
acted in bud faith or with willful misfeasance. gross negligence. or in reckless disrcgard of his duties
and provided that, as 10 any matter seutled by such Liquidating Trustce, employee or agent, the Trust
shali hive received a written: opinion of counsel that if the matter were adjudicated, ne bad faith,
willful misfeasance. gross negligence or reckless disregard would have been found,

As compensation for services, the Liquidating Trustees shall receive an aggregate salary of
$50,000.per. year, allocated $33,000 to- Mr. French and 517,000 to Mr. Edelman. - The Liquidating
Trustees alsa will be reimbursed from the Trust Estate for all expenses reasonably incurred by them in
the performance of their dutics under the Liquidating Trust Agrecment, The Liquidating Trusices

may employ sech additiona) 1 and retain legal counsel.and other consultants as
they deem necessary or appropriate to effectuate the purpose of the Trust.
The Liguidatng Trust, Agi may be ded or terminated with the consent of

Beneficiaries having an aggregate Beneficial Interest of at least a majority of the total Beneficial
Imerest provided that.no amendmient shall affect a Beneficiary’s right to receive his pro rata share of
the Trust Estate at the time of distribution.
Termination

Unless carlier terminated by the Beneficiaries or if required by the applicable Jaws of the State of
New York, the Trust will continue until the first te occur of (a) the distribution of all the Trust Estate,
of (b} the expiration of three vears from the effective date of the Liguidating Trust Agreement, except
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that the Trustces may extend the existence of the Trust to such later date as they may designate (i) if
they determine that an extension is reasonably necessary to pay or make provision for then known
liabilities, actuzl or contingent, provided they promptly distribute 10 the Bencficiaries that portion of
the Trast Estate which in their judgment need not be retained to provide for such known liabilities, or
(if) if they determine, afier 4 good faith effort to reduce the Trust Estate 1o cash for final distribution to
Beneficiaries, that an extension is in the best interests of the Beneficiaries in order to reduce the Trust
Estate to cash, provided they prompily distribute to the Beneficiarics that portion of the Trust Estate
consisting of cash except for ap amount which in thelr judgment is necessary to pay the cxpenses of the
Liguidating Trustees during the existence of the Trust, as so extended.

The Interesis

The Interest of cach Beneficiary in the Tsust will be based on the pro rata stockholdings in the
Company of its stockholders as of the Final Record Date. Each stockholder. will be notified to sur-
render his Common Stock certificates in exehange for the rights of a-Beneficiary as set forth in the
Liquidating Trust Agreement. The Interest of the Beneficiary is personal property and will pass on the
Beneficiary's death 10 his legal representative. A Beneficiary has no title to or right to possession of or
management or control of the Trust Estate. Unless the Trust receives a ruling from the Internal
Revenue Service or an opinion of counsel acceptable to the Liquidating Trustees to the cffect that
transferability by Beneficiaries of their Interests will not affect the Trust's qualification as a “liquidat-
ing trust” for purposes of the Code and Treasury Regulation Section 301.7701-4. the Interest of a
Beneficiary may not be transferred or assigned except by will or under the conditions set forth in the
Liquidating Trust Agrecment. The Beneficiarics have certain rights, set forth in the Liqurdating Trust
Agreement, to call mectings of all Bencficiaries upon certain conditions and 1o vote jn person or by
proxy at a mecting (with the vote of cach Beneficiary weighed in proportion to his proportionate
Intercst in the Trust).

The Board of Dircetors of the Company cannot predict whether it will prove necessary to transfer
asscts 1o the Trust. “In the event that a distribution of the Company's assets 1o the Trust is made. the
possibility exists that the final distribution 1o stockholders will not be made until four years after the
adoption of the Plan, or later if the existence of the Trust is extended by 1he Liquidating Trustees, as
deseribed above

Federal Income Taxes

Counscl expects 1o reader an opinion that the Liquidating Trust will be treated as a trust for
Federal income tax purposes. Counsel also expects to render an opinion that the stockholders will be
considered the owners of the Liguidating Trust and will be taxed dircctly on their allocabie share of the
Liquidating Trust’s taxable income or loss. The income or loss will retain the same character as it has
to the Liquidating Trust. The Liquidating Trast ftself will not be subject to Federal income tax.
Stockholders will be advised periodically of the amount of their allocable share of the Liguidating
Trust’s taxable income or loss.

Reporty

As soon as practicable after the cnd of each fiscal year, and afier termination of the Trust, the
Liquidating Trustees will make an annual report 1o the Beneficiaries and will mail 1o each Beneficiary
A statement refiecting information which may be helpful in determining the amount of taxable income
from the Trust that such Bencficiary should include in his Federal income tax return for the preceding
year, Ser “Federal Income Taxes™.



ELECTION OF DIRECTORS

A Board of six directors is to be elected at the Meeting. The Board’s nominees are Asher B.
Edelman, Hans J. Frank, Raymond French, Jocelin Harris, Burton Lebman and Charles P. Stevenson,
Jr. Each of the foregoing persons, other than Mr. Harris. is currently a member of the Board of
Directors and - was clected by the stockholders-at the last annual meeting of stockholders. ‘Mr. Harris
has been nominated by the Board to fill the vacancy which will be created by the resignation of Sir
Walter Salomon who has informed the. Board that he has decided not to stand for re-election to the
Board. All nominees are 10 be elecied to serve until the Annual Meeting of Stockholders of the
Company in 1985, if 2ny, and unnl 1heir successors are duly clected and qualified.

§f any nomince edly shall becoms bie for clectwn 1he Proxy Committee reserves
the right to cast votes in its & ion for a i d by lhe Board of Ditectors.
e Company has no reason 1o believe that any of jts i will be H ive voting

will apply with réspect to the election of directors. Accordingly, each stockholder wxll be entitled to as
many votes as equal the number of his shares multiplied by the number of directors (6) to be elected,
and each stockholder will be entitled 10 cast all of his votes for a single nominee or distribute them
among any two or more.nominecs to be clected, as such stockholder may sec fit. For a stockholder to
distribute his votes on a cumulative basis in a parucular manner he must indicate the manner of such
distribution in the space provuied on the c Proxy. Unless such manner of distribution is indicated, such

shares will be voted ely in the d ion of the Proxy-C ittee of the Board of Dircctors so
asto eiccl the maximum number of thc Board's nominees.
Infi C ing Directors, Nomi and Share O hip
Shares.
iy Pmnnvll Octuwlum Benaficially Fercentage
Bod Hax Served as wned ib) on f Comm
Name 491 oﬂ-( "I'K“ﬂ\hlp“l' Hirector Since Axr March 1, 1944
Raymond-French (x) - President of the Compdny for more January 5, 1962 63 30.550(g)  1.9%%
end than five years and Chuirman of the

Board since June, 1983,
(y) Director. Blue Ridge Real Estate
Company and Big Boulder Corpora-

Tion,
Asher B. Bdelmun {x} ~ Vice Chairman_ of the Board of  April. 20,1983 44 443.300(h} 2K.66%
fe){endy Directeas  of the Company and

Chairman of the Exccutive Commit-
tec sincc Aprif 20, 1983 General
Partner, Plaza Sccurities Company
since July, 1979 ané  Arbitrage
Sccurme\ Company since January.
roker-dealers, New  York,
\cw York.
fy). Dircctor, Datatrak; Inc.
Burton 1.chman (x) - Attarney, pariner in Schultc Roth &  April 20, 1983
)y Zabel, Taw firm, New York, New
York. for more than
Hans J. Frank (x) ~ Attorney, partaer jn .4l
teNd)m) counsel 10 Fried,". Fra
Shriver & Jacobson, law firm. Ncw
York, New York. for mose than five
years,
Charles P Stevenson. 1. (x) President of Capcor. Inc., diversified  Aprif 20. 1983
feHdMex ) financial activities, Southhamp-
ton. New York, since 1982; President,
Stevenson  Capital  Management
Corp., financial services, ~ew York,
New York. since 1975 Managing.
Partner,” Zebra  Associates, invest-
ment partnership, New York, New
York, February, 1972 1o December,
1978;
Jocetin Harris ) Director ‘of Rea -Brothers Ple., (h 38 0y (i)
bankers, King's House. London.
England, for more than five vears.
All curremt direciers and officers s a group (13 persons) including
shares listed -above 484,494 31.33%
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(a) - Includes generally directorships held in public companies which are subject to certain require-
ments snder the federal securities laws,

{b) Under applicable regulations of the Sccurities and Exchange Commission {“the SEC™), a
person ‘who has or shares the power to direct the voting ‘or disposition of ‘stock is considered a
“peneficial owner. Each director and officer referred to in the above table has the sole power to direct
the voting and disposition of the shares shown, except that Mr. French shares the power 0 vote and
dispose of 5,000 shares held by his spouse.

Under applicable regulations of the SEC. a person who has the right 10 acquire beneficial owper-
ship of 2 security within 60 days through the exercisc of an optives is deemed the beneficial owner of
such security. Mr, French has the right 1o acquire up to S00 shares and all officers of the Company as

a group have the right to acquire an aggregate of up to 2.300 shares of ‘the Company’s common stock
through the exercise of currently exercisable options, which, as of March 1, 1984, were not exercised,
and the above table does. not include the shares subject thereto. For information respecting: stock
options, see “*Executive Compensation—Stock Options”, and for information’ concerning an offer by
the- Company 1o pay cash to optiances in. exchange for the surrender of their options, see “Prer~ od
Plan of Complete Liquidaiion and Dissolution-Effect on' the Company's Stock Option. Plan and
Pension Plan™.

(c) Member of the Executive Committee.
(d) Member-of the Audit Committee. - Mr. French is a member ex officio.

(e} Member -of. the Compensation Committec, 1n addition, Sir Walter Salomon. who is not
standing for re-clection, is a member of the Committee.

) Member of the Stock Option Plan Committee. In addition, Sir Walter Salomon, who is not
standing for re-clection, is a member of the Commirtee.

{g) Includes 5,000 shares held by Mr. French’s. spouse.

(h) Mr. Edelman, as the controlling general partner of Plaza Securitics Company (“Plaza™),
Canran Asscciates !, L.P. (“Canran™) and Arbitrage Securities Company (“Arbitrage Securitics™)
(Plaza, Canran and Arbitrage Securities being hereinafter referred to collectively as the “Partner-
ships™), owns beneficially the 247.700, 73.700 and-120.900 shares held, respectively, by cach of the
Partnerships for purposes of Rule 13d-3 under the Securities Exchange Act of 1934 (the “Exchange
Act™). - Mr. Edelman has sole voting power and sole invesiment power over 443,300 shares (the
442,300 shares held by the Partnerships and.1,000 shares held in his own name). The Company has
been advised that Mr. ‘Edelman and. the Partnerships intend 10 vote their shares in favor of the Plan
ard the nominees of the Board of Directors. Plaza hias pledged all but 100 of the sharcs it owns to 2
domestic bank 10 secure a loan of $8,000,000; Arbitrage has pledged all of the shares it owns o the
same bank 10 securc a loan of $4,000,000, and Canran has pledged all of the shares it owns to the same
bank 10 secure a loan. of $2,000,000.. Such loans are: payable on'demand, are subject to usual default
provisions and bear interest at prime; Should a default cccur under the loans, the lender would be
Enlilled 1o foreclose on the pledged stock. Also, see “Certain Litigation—Setilement of Proxy

“ontest”,
{i) The p of di stock owned is less than 1%.

{j} Thelaw firm of Schulte Roth & Zabel, of which Mr.-Lehman is a partner, received legal fees
of approximately §75,000 from the Company dusing fiscal 1983. 11 is anticipated that Schulte Roth &
Zabel will provide certain legal services to the Company and United during the current fiscal year.

(ky Capeor, Inc., of which Mr. Stevenson is President and a stockholder, is a limited partner in
Canran, which owns bencficially 73,700 shares of the Company’s common stock. See-(h) above.

{I) As noted zbove.-Mr. Harris is not currently a director and his term, if elected, would com-
mence upon the date of the Meeting. Mr. Harris is the record holder of the 50 shares indicated on the
table but has no economic. interest in. these shares. For information with respact to shares beneficially
owned (within the meaning of Rule 13d.3 under the Exchange Act), by Rea Brotherr Ple., of which
Mr.: Harsis is a director, see “Cértain Beneficial Owners™.

(m) The law firm of Fried, Frank, Harris, Shriver & Jacobson, of which My, Frank is of counsel,
acts as counsel to Rea Brothers Plc. and certain of its affiliates and customers in connection with their
investments in the Company.
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Other than as set forth under-**Certain Beneficial Owners™, the Company has been informed that
none of the present dircctors or their associates beneficially owns (within the meaning of the applicable
regulations of the SEC) morc than five percent of its outstanding stock. The nominees have stated that
there is no'arrangement or agreement of any kind between them or any other person or persons relating
10 their clection as-directors, except to'the extent that such nominces have agreed to serve as directors
of the Company. if elected, and as otherwise set forth in this proxy statement. For information with
respect 10 an agreement ending the proxy contest initiated in connection with the 1983 Annual Meeting
of Stockholders and the settlement of related litigation in which certain of the nominees were involved,
see “Certain Litigation—Settlement of Proxy Contest™.

Mr. Edelman and certain partnerships controlled by him, including Plaza and Arbitrage Securi-
tics Company (the “Edélman Group™}. and Messrs. French and Sievenson are defendants with certain
other persons {including Clark Mandigo, 2 director of United) in a lawsuit commenced by. Manage-
ment Assistance Inc.. (“MAI") on January 30, 1984 in the United States District’ Court for the
Southern District of New York. The Edelman Group is currently involved in a proxy contest with the
management-of MAJ and is soliciting proxies for the clection of Messrs. Edelman, French, Stevenson
znd Mandigo to the Board of Directors of MAL- [n-substance, MAT's complaint, as amended, asserts
that the defendants have cmbarkcd | upon a plan to.oblain control of MA} bv makmg false and mislead-

ing s'and material in their Schedule 13D filings, pul the price of MAI
stock. illegally soliciting pmxn:s from shar:ho]dcrc in uolaxlon of the rules and regulations of the SEC
and by means of i false and misleading statements, and engaging in a

partern of racketcering activity, certain’ of which claims involve allegations that the defendants have
manipulated the prices of MAT stock and the Company’s stock. The: Edelman Group and Messrs.
French and Mandigo have filed an answer to the laint denying the allegations therein and have
filed certain counterclaims against MAIL

Committees; Meetings. The Board of Directors has established a Compensation Committee, 2n
Audit Committee, an Exccutive Committee and a Stock Option Plan Committee to assist it in dis-
charging its responsibilities. ' The niembers of these Committees are indicated above in the table
presenting information concerning nominees.

The Compensation Committec reviews and determings the compensation of the Company's
officers. The Audit Committec reviews.the results of the audit of the Company's financial statements
by the independent accountants and reviews, monitors and approves the nature and extent of auditing
services and related fees.” The Executive Committee has among its functions the recommendation to
the Board of Dircctors of nominees for eleetion as directors, The Executive Committee will consider
nominees recommended by stockhelders. provided the stockholder submits the nominee’s name in writ-
ing addressed ta the Secretary of the Company by November 1 together with the written consent of the
nominee and a resume listing the nominee™s qualifications. - The Stock Option Plan Committee was
established pursuant to the 1981 Non-Qualified Stock Qption Plan in order-to administer the Option
Plan.

During the last fiscal year. the Board of Directors held eleven meetings, the Audit Committes held
three meetings, the Compensation Committee held ene meeting, the Executive Commiuee held three
meetings and-the Stock Option Plan Committee did not hold any meetings.
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CERTAIN BENEFICIAL OWNERS

The following are the only persons known 1o the Company who owned beneficially (within the
meaning of Rufe 13d-3 under the Exchange Act) more than five percent of the Company’s common
stock as of March 1, 1984:

Shares Beneficially - Percentage of
Owneds) Common Stock(z)
Asher B. Edelman ....................... . 443,300 28.7%
717 Fifth Avenue
New York, New York 10022

Rea Brothers Ple. .. ...............t o 264.066(b)(c)  17.1%(b)(c)
King's House

36-37 King Street

London,; EC2V DR, England

Rea Brothers (Guernsey)Limited ............ .. 142,300(c) 9.2%(¢c)
P.O. Box 116

Commerce Housc

Les Banques

S1. Peter Port, Guernsey

‘The Scottish and Mercantile Investment Plc. ;.. 85.000(b) 5.5%(b)
King's House

36-37 King Street

London, EC2V 8DR. England

() The 1able does nol include Rea Brothers (Isle of Man) Limited, located at 29 Athol Street,
Douglas, Isle of Man, which holds 1,800 shares (0.1% of outstanding) and is a subsidiary of Rea. Also,
see note (c) below.

(b) The holdings of Rea Brothers Ple. include the 85,000 shares beneficially owned by The Scot-
tish and ‘Mercantile investment Ple.

(c) Rea Brothers Pic., Rea Brothers (Guernsey) Limited and Rea Brothers (Isle of Man) Limited
have informed.the Company that they may sell ali or some of the shares of the Company’s Common
Stack-held by them.

Rea and Subsidiaries, Rea Brothers Ple. (*Rea") is a diversified private bank incorporated under
the laws of Engiand and Wales whose shares are traded on The Stock Exchange, London (the “London
Exchange”). - Rea provides a wide variety of banking and financial services, both in the United
Kingdom and internationally: These include a full range of banking services and investment advice to

both corporate and private Rea provided i banking services to the Company for a
number of years and provided such.services through June 1983 for a monthly fee of $3,166. -In this
jon, the Company maintained an interest bearing account with Rea from which Rea withdrew

its monthly fee. The highest -balanee of such account during fiscal 1983 was $18.932, and as of March
1, 1984. the balance of such account was $470. Also, see “Certain Litigation—~Settlement of Proxy
Contest™.

The Company has been informed that Rea Brothers (Insurance) Limited. an English insurance
brokerage firm which is a subsidiary of Rea, received during fiscal 1983 amounts aggregating less than
$20,000 in fees and brokerage commissions from the Company's unaffiliated insurance broker and
insurance. carriers in connection with.some of the Company’s insurance: policies. - These: policies are
renewed cvery. anc 1o three years, Ancther subsidiary of Rea which is in the business of providing

87



travel services, has booked travel arrangements for certain directors of the Company and others travel-
ling on business for the Company involving an aggregate of approximately $42.000 in ravel arrange-
ments during fiscal 1983, In November 1982, the Company invested $4,500.000 on z short-term basis
with Rea at aninterest rate based on bids equal to or higher than U.S. rates. Thercafter, this amount
was periodically reduced and on May 18, 1983, the full remaining balance was withdrawn,

Rea Brothers (Guernsey) Limited (“Guernsey™) and Rea Brothers (Isle of- Man) Limited
("1.o.M.”") are wholly-owned su iaries of Rea. organized under the laws of the Bailiwick of
Guernsey and the Isle of Man, respectively, Guernsey and 1.o.M. are both private banks and provide
substantially similar scrvices as Rea.” Under the laws of their respective jurisdictions of organization,
both Guernsey and 1.0.M. arc managed by independent boards of directors, Two of the six directors of
Guernsey, W. O. Hartley and E. C, Teideman, are also directors of Rea. Mr, Teideman also serves as
a director of 1.o.M.

Sir Walter Salomen currently a director of the Company. is also Chairman of the Board of Rea
and owns approximately 9.5% of the ordinary shares of Rea. Mr. Harris is a director of Rea and has
been nominated 1o replace Sir Waller Szlomon on the Board of the Company.

Tke Investment Companies. The Scottish and Mercantile. Investment. Ple. (“Scotiish™), Fashion
& General Investment Ple. (“Fashion’'}, Jastiin Limitcd (*Jastlin™), Lancashire & London Investment
Trust Ple. (“Lancashire™), Scottish Cities Investment Trust Ple. (*Cities™) and Ocean Wilsons (Hold-
ings) Ple. (*Ocean™) (such companies being herein referred to collectively as the “Investment Compa-
nies”) are all United Kingdom companics engaged. among other things, in investment or trading in
securities. . The ordinary shares of each of the Investment Companices are listed and traded on the
London Exchange. except lor the sharcs of Jastlin (which is wholly owned by Fashion). Some of the
{nvestment Companies also own shares of each other as follows: (a} in Fashion: Scottish ard Lan-
cashire own 76.4% and 1%. respectively: (b) in Lancashire: Cities and Ocean own 14.4% and 12.5%,
respeetively: (¢) in Cities: Scottish, Lancashire and Ocean own 49.9%;, 15.2% and 0.3%, respectively, of
the ordinary voting shares, and Scottish, Lancashire and Fashion own 24.3%, 1.2% and 0.6%, respec-
tively. of the non-voting ordinary shares; (d) in Scottish: Ocean, Cities and Lancashirc own 1.5%, 4.5%
and 3.5%, respectively. of the ordinary voting shares, and Lancashire owns 2.2% of the non-voting
ordinary shares: and (e} in Ocean: Scottish, Cities, Lancashire and Fashion own 7.7%, 5.0%, 1.6% and
1.9%. respectively.  Certain Rea directors are directors of some of the Investment Companies as
follows: 3 out of 5 dircctors-of Scottish, 2 out of 5 directors of Fashion, 2 out of 3 directors of Jastlin, 2
out of 4 .directors of Lancashire, 2 out of 4 directors of Cities, and 2 out of 5 directors of Ocean.
Fushion's. Jastlin’s and Lancashire’s addresses are King's House, 36-37 King Street, London, EC2V
8CR. England: Cities” address is 26a York Place, Edinburgh. EHIIEY; and Gcean's address is 13/14
King Street, London, EC2V S8EA. England.

The Company has been advised by Rea that Rea serves as banker and manager for the Investment
Companies, and that a subsidiary of Rea, Rea Brothers (Registrars) Limited, is registrar and transfer
agent for Scottish, Fashion, Ocean and Lancashire. The Company has been further advised by Rea
that Seottish owns 4% of Rea, Scottish’s subsidiary, Fashion (including shares owned by Fashion's
subsidiary, Jastlin) owns S, 3% of Rca and Cities owns 6.2% of Rea. Rea advises that, for purposes of
United. Kingdom £ s, the afl joned holdings have been publicly disclosed
together with a further hu!dmg of 7.6%, of Reu owned by z private company in which Scottish has a
40% interestand Ocean and Citics cach has a 10% interest. The remaining 40% sharcholder of such
private company is a public trading company which also owns dircctly 2.3% of Rea. Cities owns
27.2%. Scottish owns 12.2% and Ocean owns 9.9% of this company, and. of its four directors. one'is
alsoa dircctor of Rea and one is the company secretary of Rea. Additionally, various of the Invest-
ment Companies own shares in Rea which are not required (o be disclosed by United Kingdom law, as
follows: Ocean owns: 4.87% and Lancashire owns 1.6%. The forcgoing ownership of shares of Rea
aggregates t0-31.8%.
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The Company has becn advised that both discretionary and non-discretionary account customers
of Rea may, from time to time, hold shares in Rea and the Investment Companies. The shares of Rea
and the various Investment Companies owned by the various Investment Companies as set forth above
are subject to the discretionary management agreements described below under the caption “The Rea
1307,

By virtue of their holdings of the Company’s sharcs and their common directors, Rea and Scottiah
smay be deemed 1o be a “group" within 1he meaning of Section 13(d) of the Exchange Act and the rules
promulgated by the SEC thereunder, which group includes Sir Walter Salomon.

In the ordinary course of its business, Rea has acted in the United Kingdom to provide a market
for its customers in the shares of the Company, and, accordingly. from time to time, has owned such
shares for its own account: has recommended investment therein to its non-discretionary customers as 2
long term investment; and has bought shares on behalf of such customers. Further, it has bought and
sold shares of the Company for its discretionary account customers and for the [nvestment Companies.

The Rea 13D. Rea. Guernsey.and 1.o.M. have filed a joint Schedule 13D and, subsequently,
amendments thereto (the “Rea 13D™) with the SEC with respect to shares beneficially owned. Sir
Walter Sulomon subseguently was added as a party to the Rea 13D. Rea, Guernsey and Lo.M. hold
such sharcs on behalf of discretionary account customers, except for 237,750 shares which Rea holds
for the accounts of the Investment Companies pursuant 1o discretionary management agreements (the
“Management Agreement: Copics of the Management Agreements are filed as Exhibit 2 to the
Rea 13D, Pursuant to customary agreements between Rea and its discretionary account customers
(the “Customer Agreements™). cach of Rea, Guernsey and 1.o.M. shares with its respective discretion-
ary account customers power 1o disposc of the shares cach of them holds for such customers, and each
of them has the full authority; in its absolute discretior. io sell any investments held by each of them on
behat! of such customers and 1o invest.any funds as it.sees fit.. The Customer Agreements do not
contain provisions with respect to the manner in which stock held by Rea, Guernsey or'1.0.M. on behalf
of the applicable discretionary account customer is to be voted and, accordingly, such customer retains
the right 1o vote such shares himself. However, Rea, Guernsey and La.M. have gencral instructions
from their customers 10 vote the stock of any company (including the Cempany) held for such cus-
tomers in favor of management. if such stock is voted, unless otherwise directed by, the customers. In
the past. il has been the practice of Rea, Guernsey and 1.0.M. 1o vote the shares of the Company held
on behalf of discretionary account customers (if voted) in accordance with the r dation of the
Board of Directors .of the Company. -Under the Management Agreements, Rea shares the power to
dispose of the shares held for the Investment Companics and to enter into such transactions as arc in its
opinion expedient and in the best interests of the applicable Investment Company. The Management
Agrecments do nat contain provisions with respect to the manner in which stock held by Rea on behalf
of the applicable Investment Company is 1o be voted, and accordingly, the Investment Companies
retain the right to vote such shares themselves.. In practice, however, with respect to matters concern-
ing the Company. the Investment Companies have authorized and Rea has cxercised the power to vote
the shares held ont behalf of the Investment Companies, if such stock is voted, in favor of management’s
recommendations. With respect to matters which are the subject of a contested solicitation, it is Rea’s
policy 1o consult the boards of directors of the Investment Companics as to the manner.in which shares
held on their, behalf should be vited. -With respect to shares held by Rea, Guernsey and Lo.M., by
reason of the power of disposition alore, Rea, Guernsey and 1,0.M. beneficially own shares as indicated
in the table above for purposes of Section 13(d) of the Exchange Act. The Rea 13D states that Rea.
Guernsey and 1.0.M. da not have any econowic interest in ‘such shares.

The officers of the investment department of Rea (which s the di i y cus C|
accounts and the investments of the Investment Companies) are subjeet 1o the controf of the me-iuging
directors of Rea. and, uftimatcly, of the Chairman of Rea, Sir Walter Salomon, Certain of the
discretionary” account have 1 ding prof: I and/or personal relations with- Sir,
Waller Salomon, and he is involved in the supervision and management of such accounts. As a result

89



of the foregoing. the shares of the Company owned by such discretionary accounts and the Investment
Companies are subject to Sir Walter Salomon’s i=fluence. In addition. by virtue of (i) bis current
pasition as a direetor of the Company and (i) his involvement in the control of Rea and the shares of
the Company bencficially owned by Rea, Sir Wi lter Salomon is directly involved in control of the
Company.

The Investment Companies 13D, A Schedule 13D ‘and, subseg ly. a d thereto (the
“Investment Companies 13D™) have been filed with the SEC on behalf of the: Investment Companies,
indicating that Scottish awns 85,000 sharcs (5.3% of outstanding), Fashion owns 30,000 shares (1.9%
of outstanding), Jastlin owns 5,000 shares (0.3% of outstanding). Lancashire owns 26.000 shares (1.7%
of outstanding), Cities owns 47,500 shares (3.1% of outstanding) and Ocean owns 44.250 shares (2.9%
of outstanding), The Investment Companies 13D states that the shares are held for investment pur-
poses and that all of the shares are held for the order of Rea which acts as investment advisor and holds
the shares for the Investment Companies pursuant 1o discretionary management agreements. Each of
the Investment Companies has the sole power 10 vote the shares and shares the power to dispose of the
shares with Rea, and, as stated above, has in the past authorized Rea, and Rea has exercised the power,
10 vote the shares of the Company held on behalf of the investment Companies.

CERTAIN LITIGATION
Settlement of Proxy Contest

As part of the proxy contest initiated in conncction with the 1983 Annual Meeting of Stock-
helders, Mr. Asher B: Edelman commenced an action in January 1983 against the Company, Rea and
certain of its subsidiaries and certain of the Company's”directors (the “Proxy Litigation™). The
complaint alleged violations of the Exchunge Act und Delaware law, principally involving the failure of
certain defendants 1o file a Schedule 13D and the publication by the Company of misleading proxy
statements. The Federal District Court decision sustained certain of these allegations. Thereafter, the
Company and certain of its principal stockholders including Rez, Sir Walter Salomon, a director of the
Company and Chairman of the Board of Directors of Rea, and Mr. Edelman and three partnerships
controlicd by him {the “Partnership,”), entered into an agreement (the “Settlement Agreement™)
pursuant to which the Proxy Litigation &nd proxy contest commenced by ‘Mr. Edelman were discon-
tinued.  Pursuant to'the Seutlement Agreement, on April 20, 1983, Mr. Edelman and two of his
nominees, Mr: Burton Lehman and Mr. Charles P. Stevenson, Jr., werc elected 10 the Board, and Mr.
Edetman was clected Vice Chairman of the Board and Chairman of the Executive Committee. The
committees of the Board ulso were reconstituted under the Settlement Agreement and their present
members are indicated in the iable “Information Concerning Dircctors, Nominees and Sharc Owner-
ship™ under “Election of Dircctors™. The Scutlement Agreement also provided that, to the extent
permissible by law, the Company would bear the proper costs and expenses with respect to the solicita-
tion-and litigation expenses of the participants in the proxy contest. In fune. 1983, the Company
engaged independent legal-counsel 10 review the amounts the Company had advanced on behalf of or
reimbursed certain directors und stockholders. ' [n accordance with the repart of indepeadent counsel,
the Company demanded and received ' repayment of certain amounts previously advanced or
reimbursed. _including .approsimately $290,000 from Rea and approximately $45,000 from - Mr.
Edelnian. The net amount advanced on behalf of or reimbursed by the Company to Mr. Edelman and
the Partnerships was approximately $1.360,000 which independent counsel found to be appropriate.
The Company-expended an additional approximately $1,070,000 in defending the Proxy Litigation.
Centain directors of the Company at the Gme, including Sir Walter Salomon, benefitted from this
expenditure since they were named defendants in the Jitigation and the attorneys who were engaged to
defend the Jawsuit acted on behalf of the Company 2nd these directors. These directors were found by
independent counsel to have-met the standard of conduct under Delaware Jaw for indemnification of
their: litigation expenses. In addition, the Company reimbursed Rea for out-of-pocket expenses
incurred by Rea in conncction: with the proxy contest in the amount of approximately $24,500 which
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independent counsel found 1o be appropriate. Rea had also submitted a bill to the Company in the
amount of approximately 67,500 English Pounds which. according 1o Rea. was.due to Rea for invest-
ment banking services performed in connection with the proxy contest. Independent counsel concluded
that the Company should not pay this bill, and the Company has informed Rea that, in accordance
with the conclusion of independent counsel, the Company does not intend to pay the bill. - Rea
maintains its position that the bill is properly payabic.
SEC Actions

On February 28, 1983, the SEC filed a complaint against the Partnerships which alleged certain
violations of the Fxchange Act. Cancurrently with the filing of the complaint, solely for purposcs of
settlement and without 1rial of any issue of fact or law, the Pzrtnerships agreed to the entry of a final
order {the “Partnership Final Order™). The Partnership Final Order, in essence. requires the Partner-
ships. their general partners and employees, and persons acting in concert with them, to file complete
and Schedule 13D%s and d after they acquire beneficial ownership of 5% or more of
a company whose securitics are registered with the SEC under Séction 12 of the Exchange Act.

On'March 2, 1983, the SEC filed a complaint (the “SEC Complaint™} against the Company, Rea
and The Scottish and Mercantile Investment Ple. (“Seottish™), which alleged certain violations of the
Exchange Act, Concurrently with the filing of the complaint, solely for purposes of settlement and
without rial of any issue of fact or law. the Company, Rea and Scottish consented 1o entry of a final
arder (the “Final Order”). The Final Order, in essence, requires Rea and Scottish ta comply promptly
and fully with Section 13(d) of the Exchange Act and requires the Company 1o comply with the proxy
solicitation provisions of the Exchange Act and regulations issued thercunder and to cause all annual
and quarterly feports uf the Company to be compiete and accurate and contain all of the information
required by the rules and regufations of the SEC, Rea and Scottish also entered into Consents and
Undertakings with the SEC pursuant to which they filed the SEC Complaint, the Final Order and the
Undertakings as amendments to Schedule 13D’ then on file with the SEC. The Company also entered
into a Consent and Undertaking pursuant to which it filed the SEC Complaint. the Final Order and the
Undertaking with a Current Report on Form 8-K of the Company.
Section 16(b) Lirigation

On March 2, 1983, a purported stockholder, Mr. Marvin Margolies, commenced an action in the
United States District Court for the Southern District of New York against Rea. Guernsey, Sir Walter
Salomon and the Company as a nominal defendant. This action, brought under Section 16(b) of the
Exchange Act, secks recovery by the Company of short-swing profits allegedly realized by Rea and
Guernsey tn connection with transactions in the common stock of the Company, as well s an award to
Mr. Margolies of costs, disbursements and legal fees.

Rea and Guernsey have filed an answer 10 the complaint denying the material allegations and
dsserting certain defensés. Sir Walter Salomon's motion td dismiss the complaint for failure to state a
claim against him has begn granted: The Company has filed an'amended answer and has maintained a
neutral position with respect to the claims made in the complaint. With the prior knowledge and
consent of the Company's Board of Dircetors, Rea, Guernsey and Sir Walter Salomon ase being
represented in this litigation by the law firm which serves as general counsel to the Company. The
Company is being represented by special counsel in this litigation and in the litigation described under
the caption “Siockholder Suit™ below.

Stockholder Suit

On or about April 11, 1983. a purported stockholder of the Company commenced a suit in
Delaware Chancery Court, which allegedly was brought derivatively on behaif of the Company against
the directars of the Company 4t the time of such suit, Guernsey, Rea Brothers (Isle of Man) Limited, a
wholly-owned subsidiary of Rea. the Investment Companies and the Company as 2 nominal defendant.
The complaint in the suit recites certain portons of the Federal District Court decision in the Proxy
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Litigation and seeks (i)-an order directing the defendants besides the Company to account jointly and
severally to the Company for the expenses incurred in onnection with the proxy solicitations in 1981,
1982 and 1983, including the legal expenses paid by the Company on behalf of the defendants in the
Proxy Litigation, (ii) an award of tle costs and expenses, including counsel and accounting
fees. and (jii) such other relicl as may be just and proper. An answer has not yct been filed on behalf of
any of the defendants and-discovery has not yet commenced. On application of the Company, a court
arder has been signed scheduling 2 hearing on March 13, 1984 to consider whether 2 stipulation signed
by all the pasties providing (or the entry of an order and final judgment dismissing the action and
cxtinguishing all claims relating to the matters discussed in the report of independent legal counsel in
conricction with the Scttlement Agreement and the Proxy Litigation should be approved by the court
and to consider an application by.the plaintiff for attorney’s fecs in the amount of $25.000 with accrued
interest. The Company has sct aside this amount in an interest bearing account in anticipation of the
application.

EXECUTIVE COMPENSATION

The following table sets forth the cash compensation for services to the Company and its sub-
sidiaries doring fiscal 1983 of the five-most highly compensated executive officers of the Company

whose aggregate cash P ion equalled or d $60.000 and of all executive officers as a
group:
Cash Compensation T
Name of kndividusl or Cash
Raymond French.......... Chairman of the Board and President of the $198,750
Company and subsidiaries.
Robert W. Hunt .. ....... Vice-President and Secretary. of the Com- $ 87.500

pany and Excculive Vice-President and
Secretary of United Stockyards Corpora-
tion, a subsidiary.

David W. Bent............ Vice-President of the Company and sub- $ 81,208
sidiaries.

Charles E. Liggio ......... Vice-President and Treasurer of the Com- 3 72917
pany and subsidiaries.

Lukas P. Georgiadis .. ... Vice Presideat of the Company and sub- $ 62,625
sidiaries.

All 8 executive officers as a

BFOBD. ... Executive officers of the Company and sub- $583,300

sidiaries.

Directors who are not officers of the Company receive a fee of $400 for cach mecting of the Board
of Directors and each meeting of any Committec attended other than immediately before or after a
Board Meeting.

Pension Plan

The Company bas a pension plan which covers employees of the Company and subsidiarics other
than United Stockyards Corporation, which has a separate pension plan covering its employees, Al
current officers of the Company are covered by the Company's plan, except for- Mr. Hunt, who is
covered by the United plan. For a description of the United plan, see “United Stockyards Corpora-
tion--Management”.  Contributions to the plan arc determined on an actuarial basis, without
individual allocation. The compensation covered by the Company’s plan consists of all compensation
reported on Form W-2 except for incentive compensation such as bonuses and commissions. All of the
cash compensation to exceutive officers under “Cash Comipensation™ in the above table is compensation
covered by the Company’s plan. Retirement benefits- under the Company’s plan are based on average
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annoal compensation, The benefits payable under the plan are not subject to any deduction for Social
Security or other offset amounts.

The following table scts forth the estimated annual pensions pawable under the Company's pensmn
plan, upon retirement at age 65, 10 employees at various P ion levels and in repr ive
years-of-service classifications:

Estimated Annual Pension Based on Years of
Credil

Average Annut ted Service 5t Age 65

Compensation 10 years 0 years 3t years 40 years

$ 20,000 .. $ 3,760 $- 7.520 $ 11,280 $-15,040
50,000 .. 9,760 19,520 29,280 39.040
100,000 .. . 19,760 39.520 59,280 79,040
125,000 .. 24,760 49,520 74,280 99.040
150.000 .. 29,760 59,520 89,280 119,040
175000 :....... ... 34,760 69,520 104,280 139,040

Mr. French has 21 years of credited service and his current average annual compensation is
$97,347, Mr. Liggio has 4 vears and his current average ansual compensation is $51,992, Mr. Bent has
2 years and his current average annual compensation is $57.300 and Mr. Georgiadis has 8 years and
his current average annual compensation is $35,064 under the respective pension plans. For informa-
tion with respect 10 Mr. Hunt, see *United. Stockyards Corporation—Management™. [t is expected
that consummation of the Plan will result in a termination of the Company’s pension plan and that
those cmployées who are also émployecs, or become employees, of United will become participants in
United's pension plan. Sce “Proposed Plan of Complete Liguidation and Dissolution—Effect on the
Company’s Stock Option Plan and Pension Plan™.

Stock Options

On March 11, 1981, the stockholders of the Company approved a Non-Qualified Stock Option
Ptan for officers and key employees of the Company and its subsidiaries (the “Option Plan™). The
Stock Option Plan Committee of the Board of Directors administers the Option Plan and determines
the officers and key employees who will be granted options and the exercise price of such options.
During fiscal 1983. the net value of securities (market value less exercise price) realized by all execu-
tive officers as a group pursuant to the exercise of stock options granted under the Option Plan was
approximately $8,050. Messrs. French, Hunt; Bent, Liggio and Georgiadis held options to purchase
2,000, 1,000, 400, 500 and 375 shares; respectively, of the Company’s Common Stock as of March 1,
1984. See “Proposed Plan of Complete Liquidation and Dissolution—Effect on the Company’s Stock
Option Plan and Pension Pfan” for information concerning provisions of the Plan with respect to the
treatment of outstanding ‘stock options and the proposed cash offeér 1o be made 1o optionees for the
surrender of all such outstanding options.

SELECTION OF AUDITORS

The Board of Directors, upon the recommendation of its Audit Committee, again proposes the
dcaxgmhon of Arthur Andersen & Co. as auditors of the Company for the fiscal year ending October

. 1984, Arthur: Andersen & Co. is & well-known and well lified firm of inds dent public
aucourn_xms and has served as auditors of the Company since its form;mon in 1955, Representatives of
Arthor Andérsen & Co., are expected 1o be present at the Meeting. They will have an opportunity to
address the Meeting if 1hey so desire and (hey are expected o be available 10 respond to appropriate
questions. The aggegatc fec to Arthur Andcr&cn & Co. with respect o the 1983 fiscal vear audit of
the lidated financial st is expected to be $85,000.
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STOCKHOLDER PROPOSAL
Moessrs. Lewis D, Gitbert and John J. Gilbert, 1165 Park Avenue. New York, New York, each of
whom is the owner of 12 shares of common stock of the Company and who state that-they represent an
additional family interest of 22 shares and act as co-trustees of a trust owning 110 shares, have
informed the Company that one or both of them will propose the following resolution, which the Board
of Directors oppases. from the floor- at the Meeting. In accordance with applicable regulations, the
proposed resolution and the supporting statement prepared by Messrs, Gilbert, for which the Board of

Directors and the Company accept na responsibility, are set forth below:

“Rssorven:  The stockholders of Canal-Randolph Corporation, hereby request any new

stock option plans be made subject 1o the following provisions:

(a) Shares to be optioned will be optioned in yearly installments; the right to purchase
shares in each installment will not be cumulative and will expire to the extent not
cxercised during the applicable installment period.

(b) The aggregate purchase price of the shares covered by an option may not exceed
150% of an individual's annua! cash compensation.

() No options will be granted in any year 10 cxecutives within 18 months of their
aulomatic retirement date.

(d) 1 shall be a negative factur in granting new options if an optionce has seld op-
tioned stock to pay off a loan, enabling optionee 1o pick up new options.

(c) Option price be not less than the per share net working capital value.

() There shall be no “performance shares” offered 10 executives without ost.

(g) Each optionce will be required, at the time of exereise of an option. 1o certify in
writing 1o the Company that at least 60% of the stock theretofore and then being
acquired pursuant 10 options was and is purchased for investment purposes, and
the Company reserves the right to cause a Jegend 10 this effect to be placed on the
certificates issued at time of exercise to evidence and implement this certification.

(h) That there shall be 2 maximum number of options any one person is allowed.

(i) No options shall be granied to outside directors,

(j) The aggregate number of outsianding stock options held by any officer or director
of cach such corporaticn. shall not exceed two percent (2%) of the outstanding
stock of such corporation on whose stock he has an option.

(k) The agg number of ing stock options held by all officers and
directors (as a group) of each such corporation shall not a: any time exceed five
percent (5%) of the outstanding stock of any such corporation on which stock they
have options.”
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In 1978, 547 owners of 94.964 shares voted in favor of our similar resolution. The vote against
included the unmarked proxics.

Int the June 21,1976 issuc of Business Week. Mr. James H. Wiborg, President 'of Univar Corpora-
tion was quoled as saying he does nat believe in stock options because they are “t0o expensive for the
shareholders. and they put the incentive on the price of the stock rather than its value.”

We were glad 1o see this comment from the head of a big company. We think executives of all
companies should give more consideration to this aspect:

If-you agree. please mark your proxy for this resolution; otherwise it is automatically cast against
it, unless yau have marked to abstain.”

THE BOARD OF DIRECTORS RECOMMENDS A VOTE AGAINST THIS RESOLU-
TION, In 1978, the stockholders of the Company, by more than 90%.of the votes cast, overwhelmingly
rejected a similar resolution proposed by the same stockholders for the fourth consecutive year. The
vote against included signed but unmarked proxy cards, which provided, in bold facc type, that
unmarked.cards would be voted against this proposal. The Board of Directors believes most, if not all,
unmarked cards reflected an informed decision by the stockholders to vote against this proposal.

The Board of Directors. believes that nothing has transpired over the years that would make the
proposed resolution more suitable for the Company or more attractive to stockholders.

On a numiber of occasions in'the past, the stockholders of the Company have demonstrated their
confidence in the judgment of thé Board with respect to employee stock plans of several types by
ratifying the plans proposed by the Board. including the Company’s 1981 Non-Qualified Stock Option
Plan which is currently in effect.” Employee stock plans, including option plans, have been an important
feature of the Company’s efforts to attract and keep maotivated, exceptional exccutive personnel. The.
Board believes the terms of any plan it may, recommend to stockholders should reflect the best interests
of the Company. and it is the Board's policy that all new stock plans, of whatever type, ultimately be
approved by stockholders. The adoption of the d resolution would limit the Board’s flexibility
and reduce the:value of any-stock options which the stockholders may approve.

Accordingly, the Board of Directors recommends ( at stockholders vote “AGAINST™ the sug-
gested resolution.

The affirmative vote of the holders of a majority of the outstanding shares of common stock
present in person or by proxy at the meeting is required to approve the proposed stockhelder resolution.
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ADDITIONAL INFORMATION

The Annual Report of the Company for the fiscal year ended October 31,1983 was mailed .to
stockholders on January 31, 1984,

Each siockholder. can obtain ‘a copy, without charge, of the Company’s Annual Report on-Form
10-K for the fiscal year ended ‘October 31, 1983, including the financial statements and the schedules
theréto, by writien request mailed to the Company’s New York office, 277 Park Avenue, New York,
New York 10017, to the dtténtion of the Treasurer of the Company.

By-order of the Board of Directors,

R Ry N

RoBerT W. HUNT
Secretary

New York, New York
March 16, 1984
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