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April 4, 1988

Dear Fellow Stockholder:

Iinvite you to attend the Annual Meeting of Stockhoiders of Fruehauf Corporation to be
heid at 1:30 PM. on Thursday, May 5, 1988, at the Troy Hilton, 1455 Stephenson Highway,
Teoy, Michigan. | hopa that you will be able to attend and participate in the Annual Mesting.
At the mesting, I will review the business.and operations of Frushauf and officers and direc-
tors of Fruehauf will be available to answer your questions about your Company.

We wilt consider and act upon the election of directors, the reappointment of your Com-

independent public accountants, and, if presented, a stockholder proposal.

Whether or-not you attend the meeting in person, it is Important that your shares be
represanted and voted at the meeting. Accordingly, | urge you to sign, date and retumn the
enciosed proxy card after you read the enclosed Notice of Annual Meeting and Proxy State-
ment and the enclosed Fruehauf Corporation 1987 Annua) Report.

A report on the results of voting at the Annual Meeting will be sent to you with the Report
o Stockholders for the Second Quarter.

Sincerely yours,



FRUEHAUF
CORPORATION
NOTICE OF ANNUAL MEETING

Aprit 4, 1888

NOTICE IS HEREBY GIVEN that the Annual Meeting of the Stockholders of Fruehauf Cor-
poration, a Delaware corporation (“Fruehaut"), will be held at the Troy Hilton, 1455 Stephenson
Highway, Troy, Michigan, on Thursday, May 5, 1988, at 1:30 P.M.. Eastem Daylight Time, for the
purposes of:

1. Electing 9 directors of Fruehaut.

2. Ratifying the reappointment of Touche Ross & Co. as the independent public account-

ants of Fruehauf for the year 1988.
3. If presented, acting on a proposal i praclices of a
Northern Ireland corparation in which Fiuehauf has an indirect 40% interest.

4. Transacting any other business which may propérly be brought before such meeting or

any adjournment thereof.

Pursuant to the By-laws of Frushauf, March 11, 1388, has been fixed as the record date for
the purpose of determining the stockholders entitled to notice of, and to vote at, such meeling or
any adjoumment thereof. Only record stockholders of Class A Common Stock and Class B Com-
mon Stock at the close of business on that date are entitled to such notice and ta vote at such
meeting or any adjoumment thereof.

A copy of the Frushauf Corporation 1987 Annual Report and a proxy card are enclosed.
By order o(lhe;} of Directors.
Ricé 3 DZE%’/Z
Secretary

The execution and return of the enciased proxy as promptly as possible witl be greatly
appreciated. A return envelope is enclosed for your convenience, and requires no postage
it mailed in the United States.
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FRUEHAUF
CORPORATION

10900 Harper Avenue
Detroit, Michigan 48213

PROXY STATEMENT

This Proxy Statement is furnished in connection with the solicitation by the Board of Directors of Frushauf
Corporation ("Fruehautf" or the “Corporation”, which terms include a Michigan corporation of the same name
of which the Corporation is the successor) of proxies in the accompanying proxy card form. The Nolice of
Annual Mesting, the Proxy Statement and the proxy with hauf ion 1987 Annual
Repont, are being mailed or delivered 1o holders of Commor: Stock commencing on April 4, 1988. Proxies
are solicited so that stackholders may vote on all matters which are scheduled to come before the meeting.
When proxies are returmed properly executed, the shares represented thereby will be voted in accordance
with stockholders" directions. Stockholders may specify their choices by marking the appropriate boxes on
the proxy card; if no choice has been specified, the shares will be voted as recommended by the Board.
Means have been provided whereby a stockholder may withhold his vote for any director and may vote for
or against, or abstain from voting an, any other matter. The proxy cards confer discretionary authority to vote
the shares autharized to be voted thereby on (1) any matter which was not known on the date of this Proxy
Statement but may properly be presented for action at the meeting and (2) matters incident to the conduct
of the. Annual Mesting; the' persons voting the proxies will vote on such matters in accordance with their
judgment.

Your vote is important. Accordingly, you are asked to sign, date and return the accompanying proxy
card whather or not you plan to attend th mesting.

A proxy is revocable by its grantor before the exercise of its powers by delivering writien notice of
revocation to any individual dppointed as a proxy in the proxy card at the offices of the Corporation, by
submitting a subsequently dated proxy, or by withdrawing the proxy at the Annual Meeting.

On March 11, 1988, the recard date for the Annual Meeting, the Corporation had outstanding 5,937,872
sharas of Class A Common Stock, par vaiue $0.01 per share (“Class A Common Stock"), and 6,104,258
shares of Class B Common Stock, par valus $0.01 per share ("Class B Common Stock”). The two classes,
collectively referred to as “Common Stock”, will vote together on all matters. presently expected to be pre-
santed at the Annual Meeting, at which the total number of shares entitied to vote is 12,042,130. A list of
stockhoiders enitled 1o vote at the Annual Meeting, in the form required by Delaware law, may be examined
by any stockholder, for any purpose germane to the meeting, during ordinary business hours, for 10 days
prior 1o the meeting, at the offices of the Corparation.

Each holder of Class A Common Stock represented in person or by proxy and entitled to vote at the
Annual Mesting will be entitled to three votes for each share af such stock standing in his name on the books
of the Corporation on the record date and each holder of Class B Comman Stack so represented will be
entitied to one vote for each share of such stock standing in his nasme on the record date. Thus, 23,917,874
voles may be cast upon each matter to come before the meeting, of which 17,813,616 may be cast by the
holders of Class A Common Stock and 6,104,258 may be cast by the holders of Class B Gommon Stock.
Only holders ¢/ Common Stock on the record date are ertitled rotice of and to vote at the Annuas Mesting.




GENERAL INFORMATION

Board of Directors.

YYour Board of Directors busi d affairs of the C tion. The Board, which is elected
annually by the stockholders, represents the interests of the stackholuers as a whole rather than the speciat
interests of any particular group. There are presently 9 directors serving on the Board, all of whom were
elected at the 1987 Annual Meeting of Stockholders. Mr. Leon Alexander, whose term will expire on the day
of the Annual Mesting, is not standing for reelection to the Board.

Your Board reviews significant developments affecting Fruehauf and acts on matters requiring its approval.
The Board met 13 times during 1987 with an average aftendance by incumbent directors of 92%. The Board
has approved this Proxy Statement and authorized the approval of the 1987 Annual Report.

Committees of the Board

Your Board has established seven standing i 10 assist in ing its i in
specitic areas. These committees and their principal respansibilities are described below. Committes mem-
bership is indicated in the biographical information for each nominee. Of the 25 memberships on the com-
mittees, 16 or 64% are held by nonmanagement directors. Attendance by incumbent directors at committee
meetings was 100% during 1987.

Executive Committee. One director and four directors serve on the
Executive Committee, which possesses all powers of the Board except those specifically reserved by Dela-
ware law or Fruehauf’s By-laws to the full Board. This committee did not meet during 1987.

‘Audit Committes. The Audit Committee comprises three directors, who are required to be independent
of management and free of any relationship that would interfere with the exercise of mdapendsnt |udgmem

&s a committee member. This Committeo reviews the ion and auditing of the Cr

considers and recommends to the Board the i for 'ha ensui

year and the terms ot such engagement; reviews the soope of the eudll proposed by such accountants:
and i reviews the of the C program of internal control anﬂ

reviews its internal audit function; receives and reviews ﬁ-a reporis of the independent sccoumanls and
internal audit staff; and reviews the annual financial report to t the
#t is required to report to the Board not less than twice in each year and met twice during |987.

Compensation Committee. . The Compensation Committee fixes the base salaries of officers and of
employees who have, or by action of the committee will have, a base salary in excess of an amount {currently
$70,000) fixed by the Board of Directors. The committee comprises three nonmanagement directors and one
management director. Although it is not required, the majority of its- members is expected to be nonmanage-
ment directars. This committee did not meet formally during 1987, but handled many matters by consent.

incentive Compensation Committee. This committee administers the Policy Council bonuses and the
1886 Stock Option Plan of the Corporation and the Policy Council bonus of Kelsey-Hayes Company. it also
edministers divisianal bonuses. i wl administer any fture pian whoreby officers or othr employees of he

and its i may receive in addition to their base salaries. Membership is
|lml(9d to nonmanagement directors. Three directars serve on this committee, which met once during 1987.

Contributions Committee. This committee has three members, two of whom are members of manage-
meit. Contributions exceading $1,000 are acted upon by this committes, which did not mest formally. during
1987, but approved many contributions by consent.

Pansion Review Committee. This committae reviews the investment performance of the trustees and
the administration of the pension plans of the Corporation and its subsidiaries. Two of the three members
are nonmanagement directors. This committee met once during 1987.

Nominating Committes. The i Committee to the Board ifications of nomi-
nees for Board membership and considsrs recommendaticns for nominees for election to the Board from
concemed persans, including in particular Fruehaut's directors and stockholders. This committee comprises
four directors, of whom three are nonmanagement directors. The Secretary of the Corporation will upon
request advise interested persans as 10 the procedure for submitting recommendations. The Nominating
Committee did not meet during 1987.




Compensation of the Board

Management directors receive no additional compensation for serving on the Board or its committees.
Nonmanagement directors receive an annual fee at the rate of $12,000 per year plus $600 per Boald maeung
attended and, except for th named in the table below, $600 g
attended. Chairmen of certain committees received in 1987 additional oompensanon as follows:

Addional 1987
Name Chaimman of Compensaton
Jack Bresiin Audit Committee $20,000
Frank P. Coyer, Jr. Pension Review Committee $ 6.000
Frank P. Coyer, Jr. Contributions Committee $ 3.000
Dean E. Richardson ‘Compensation and incentive $12,000

Compensation Committees
Mr. Frank P. Coyer, Jr, received during 1987 a fee of $25,000 for his service as Vice Chairman.

Stockholder Proposals
At each Annual Mesting of Slockholdars. me anrd submits In ﬂ(e stockholders (1) lls nominees lDI
director and (2) the ratification of
ma Board upon recommendaﬂon of ths Audlt Cemmmee From hme Io time, the Boand may submit omer
the Certificate of proposals
ralaﬂng to beneﬁl and incentive plans or oeﬂam ‘amendments to existing plans.

Additionally, stockholders may be asked to consider proposals submitted by stockholders under regu-
lations of the Securities and Exchange Commission {“SEC"). The Board will consider proposals submitted
by stockholders. When adoption of a proposal is clearly in the best interests of the Carporation and its

canbe without approval, it may be implemented without inclusion
in any proxy statement. Thus, stockholder proposals which appear in proxy statements (such as the stock-
helder proposat appearing herein) will generally be those with which the Board has disagreed or which it has
determined that it must oppose in fulfilling its obligations to represent and safeguard the best interests of the
Corporation and its stockholders as a whole. Under current otherwise
proper for presentation, to be prasentsd at the annual mesting of stockholders to be held in 1989, must be
recaived by the Secretary by November 28, 1988 in order to be included in the proxy statement and form of
proxy relating to said annual mesting.

Stockholder interest

The C has been advised by i d i i it
shares of Common Stock in the manner and to the extent indicated therein:

Number of Shares With

Namoaanagmss  Cammon | Sags VO Powr __ OSoiRPON _  pycany

ot Benoticial Owner Stock Ownad Sob__ _Shared Shared ol Class
Merrill Lynch &Co., Inc... ClassA 2,515,278 - 2,515,278 - 2,515,278 - 424(1)
Merrilt Lynch

World Headquarters

North Tower

Warld Financial Center
New York, NY 10281-1201

{1) These shares represent approximately 20.9% of all shares, and approximately 31.5% of the com-
ined voting power of all shares, of Comman Stock outstanding as of the record date.



ITEM 1—ELECTION OF DIRECTORS
The Board of Directors, upon recommendation of the Nominating Committee, has nominated each of the
parsons named below for election as a director, to hold office until the next Annuat Meeting of Stockholders
and until hi is elected befieve that any nominee
will be unable to serve, if that contingency should Dcl:un shares represented by proxies will be voted, in the
absence of a contrary indication, for any substitute nominee designated by the Board, or the Soard will reduce
its size accordingly. There is presented below information as to each nominee’s principat occupation, his

other business and community affiliations and his service as of March 31,1988.

Name and Age of Nomines,
Principal Occupation(1) and Afflations
Robert D. Rowan, 86. Chairman of the Board and Chief Executive
Officer of the Ci for more than five years. Mich-
igan State University, where he majored in business administration
and accounting.

Jack Breslin, 67. Senior Consultant to the President for State ard
Public Affairs at Michigan State University since 1985; Vice Presi-
dent for Administration and Public Aftairs at Michigan State Univer~
sity, 1980-1985. Professor of Administration at the University for more
than 25 years. Involved in numerous University and community activ-
ities. Director of Jackson National Life Insurance Company and Man-
ufacturers Bank of Lansing.

T. Neal Combs, 45. President and Chief Administrative Officer and
Principal Financial Officer of Fruehauf since 1986; Principal Finan-
cial Officer and Executive Vice President—Finance and Legal of
Fruehauf, 1985-1988; prior therelo Vice President and General Counset
of Fruehauf; Secratary of Fruehauf, 1975-1986. Received his under-
graduate and law degree from Southern Methodist University in 1965
and 1968, respectively.

Funk P. Coyer, Jr., 68. Vice Chmrman of Frughauf since 1981.
1985. the University

ol lllmols

Willis S. Hesselroth, 44. Vice President of Merrill Lynch, Pierce,
Fenner & Smith incorporated (‘MLPF&S") since 1974; Managing
Director of Merill Lynch Capitat Markets of MLPF&S since 1978,
Received his undergraduate degree from the University of Pennsyi~
vania and his M.B.A. trom the Wharton School.

Service as a Director(1)

Director since 1970

Commitiee memberships:
Compensation Committee
Contributions Committee

Executive Committee (Chairman)

Norminating Committee:

Director since 1975

‘Committee memberships:
Audit Committee (Chairman)
Nominating Committee
Pensian Review Commitiee

Director since 1986

Commitiee memberships:
Contributions Committee
Executive Committee
Pension Review Committee

Director since 1973
Committee memberships:
Contributions Committee
(Chairman)
Nominating Committee
Pension Review Committee
{(Chairman)

Director since 1986
Committes memberships:
Compensation Committee
Executive Committee
Incentive Compensation
Committee



Name and Age of Nominge,
‘Principal Occupation(f) and Affisiations
Dean E. Richardson, 60. Chairman of the Board of Manufacturers
National Bank of Detroit and of Nationat Ce tior

Senice 2 8 Dtckort)
Director since 1980
Committee

since 1973, Diractor of Dtroit Edison Company (electric utilty), R.
P. Scherer Corporation (pharmaceuticals) and Tecumseh Products
Company (gasoline engines). Received his undergraduate degree
from Michigan State University in 1950 and his law degree from the
University of Michigan in 1953. Active in many artistic, charitable and
civic organizations.

Francls J. Sehn, 69. Chairman of Comau Productivity Systems Inc.
(integrated manufacturing systems); also Chief Executive Officer of
the Fran Sehn Company, an international consulting service, since
1954. A registered professional engineer, active in enginaering soci-
sties here and abroad. Life Fellow of The Institute of Production
Engineers, and a member of the Institute of Directors, London, Eng-
land. Director of several privately owned companies, a director of
several hospltals and a trustee of St. Mary's College.

Robert G. Sefert, 55. President and Chisf Operating Officer of Frue-
hauf since January 1988; Chairman of the Board and Chief Exec-
utive Officer of Kelsey-Hayes since March 1988; and President and
Chisf Executive Officer of Kelsey-Hayes Company, 1985-March 1988;
Executive Vice President—Automotive Group of Fruehaul, 1985-1986;
President and Chief Operating Officer of Kelsey-Hayes 1984-1985;
prior thereto, President—Automotive Group of Kelsay-Hayes. Recsived
his B.S.M.E. from Purdue University in 1955 and his M.B.A. from
Harvard Business School in 1957,

James S. Wilkerson, 67. Retired employse of Kelsey-Hayes since
1884. Served as Executive Vice President—Automotive Operations
of Fruehauf from 1380 untit his refirement and during 1984 as Chair-
man of the Board and Chief Executive Officer of Kalsey-Hayes. Serves
as a director of Marcom Telecommunications, Inc. (telecommunica-
tions). Graduated from Wittenberg University in 1942 and serves on
its Board of Directors.

Audit Committee

‘Compensation Commitiee
(Chairman)

Incentive Compensation
Committee (Chairman)

Director since 1980
Committee memberships:
Audit Committee
Compensation Committee
Incentive Compensation
Committee
Nominating Committee (Chairman)

Director since 1986
Committee membership:
Executive Committee

Director fram 1977 through 1986

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE ELECTION OF ITS NOM-
INEES NAMED ABOVE AS DIRECTORS (ITEM 1 ON THE PROXY CARD).

m Indudss wvlce, if any, as a director, and employment, if any, as an officer, of the predecessor of

Frueha
ITEM OF THE OF
PUBLIC
Touche Ross & Ca. (“Touche Rass"), Frushauf's i public has been

by the Board, upon the recommendation of the Audit Committes, to audit Fruehauf's financial statements for

since 1947. its

1988, Touche Ross has served the Corwaﬂm and most of its

regularly attend Audit Ce

i i 2 fouche
Ross will attend the Annual Meeting of Stockhnldsls. will have me oppomlmly to make a sxatemsm 11 they

desire and will The Audit Committ

provided by Twchs Ross for the year ema December 31,1987,



If the sefection of Touche Ross is not ratified by the stockholders, or if, after such ratification, it should
become unable or ineligible to serve, the Board of Directors will select another firm.

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR ITS PROPOSAL TO RATIFY.
THE REAPPOINTMENT OF TOUCHE ROSS & CO. (ITEM 2 ON THE PROXY CARD).

ITEM 3—STOCKHOLDER PROPOSAL
‘The Proposai

Fruehauf has been advised that a stockholder intends to present the following proposal at the Annuat
Mesting of Stockholders:

“WHEREAS, Fruehauf indirectly owns a 40% interest in a company operating in Northern Iretand, Frue-
hauf Northern Ireland, Ltd.;

WHEREAS, discrimination against Norther treland's Catholic minority in employment has been cited by
the International Commission of Jurists as being one of the major causes of the conflict in that country;

“WHEREAS, census figures for Northern Iretand show that the unemptayment rate for Catholic workers
is more than twice as high as that of Protestant workers;

“WHEREAS, Dr. Sean MacBride, founder of Amnesty Intemational and Nobel Peace laureate, has pro-
posed several equal opportunity employment principles to serve as guidelines for corporations in Northern
Ireland. These include:
increasing the of individuals from ligic in the workforce
including managerial, supervisory, administrative, clerical and technical jobs.

2. Adequate security for the protection of minority smployees both at the workplace and while traveting
to and from work.

3. The banning of provocative religious or politicai emblems from the workplace.

4. All job openings should be publicly advertised and special recruitment efforts should be made to
attract applicants from underrepresented refigious groups.

5. Layoff, recall, and termination procedures should not in practice, favor particular religious groupings.

6. The abolition of job liceshi lions, and differential criteria,
which discriminate on the basis of religion or ethnic origin.

7. The development of training programs that will prepare substantial numbers of current minority
employees for skilled jobs, including the expansion of existing programs and the creation of new
programs to train, upgrads, and improve the skills of minority empioyaes.

8. The establishment of procedures to assess, identify and actively recruit minority employees with
potential for further advancement.

8. The appoiniment of a senior management staff member to oversee the company's affirmative action

efforts and the setting up of timetables to carry out affirmative action principles.

“RESOLVED, Stockholders request the Board of Directors to:

1. Make all possible lawful efforts to implement and/or increase activity on each of the nine MacBride
Principles” .

The foliowing statement has been submitted in support of the proposal:

SUPPORTING STATEMENT
“~Caontinued discrir and worsening have been cited as contributing
to increasing suppart among Cathoics for a violent solution to Northern Ireland's problems.
"—In May 1986, the United States District Court ruled in NYCEAS v. American Brands, 86 Civ. 3188 Siip
Op. (S.D.N.Y., May 12, 1986) that ‘Plaintiff has made a strong showing of the likelihood of success on the

6



merits—that upon full trial it could prove that all nine of the MacBride Principles could be legally implemented
by msnagemem in its Northern ireland facifity.
\n endorsement of the MacBride Principles by Fruehauf wifl demonslra(a its concern for human rights
and equamy of opportunity. Please vote your proxy FOR these concerns.”
Fruehauf will furnish the name of the proponent to any person, arally or in writing as requested, promplly.
upon receipt of any oral or written request therefor.

Management's Response

The directors recommend a vote AGAINST the adoption of ltem 3 for the following reasons:

Management has reviewed the MacBride Principles and has determined that Fruehauf should not endorse
them. The Corporation has been advised by Northern Ireland counsei that implementing the MacBride Prin-
ciples would cause Fruehauf to be in breach of the law of Northern Ireland and that the opinien of the court
refarred to by the proponent is not binding in any way upon the courts of Northern Irefand and reliance on
that opinion by Fruehauf would not constitute a defense to a breach of the employment laws of Northern
ireland. in that opinion, the court did not rule that the MacBride Principles could fawfully be implemented, but
only that there was a strong showing by one party to the litigation that it might prove that the MacBride
Principles could lawfully be implemented; however, the case was never tried cn its merits.

Until January 1988, Frughauf owned 100% of the stack of Fruehauf Northern Ireland, Ltd. (FNIL"), sales
and assets of which constituted approximately two-tenths of one percent of Fruehauf's total sales and assets
during 1887, and employees of which were not mare than 50. As a result of a restructuring of its European
trailer operations at the end of January 1988, Fruehauf now has a 40% indirect interest in FNIL, controls cnly
one-third of the seats on the Board of Directors of the corporation which owns FNIL and does not participate
in that corporation's or FNIL's day-to-day management. Thus, Fruehauf is without power tc cause FNIL to
implement the MacBride Principles or any other personnel policy.

Fruehauf is an equal opportunity employer world-wide and does not discriminate anywhere on the basis
of race, religion, sex, national origin, age, handicap, veteran's status or otherwise. While FNIL was controlled
by Fruehauf, FNIL's empkwmem pracnces cmncnded with those recommended by the MacBnde Principles,
except insofar as those pi foror person or required FNIL to assume
public safety responsibiities vested in governmentat authorities. During this period, Frughauf's management
was satisfied that FNIL's workforce was representative of the religious makeup of Northern Ireland generally.
Fruehauf has advised the proponent of item 3 of these facts on several accasions.

Although FNIL's employment practices coincide with those recommended by the MacBride Principles
and management belleves that there is no underrepresented religious group at FNIL, management believes
that implementing certain of these principles would require reverse discrimination in favor of persons from
underrepresented refigious groups, which, under the law of Northen lreland, would be unlawful. If the MacBride
Principles are read as not requiring illegal reverse discrimination, then management believes that these
principles add nothing to the employment policies which were followed by FNIL while it was 100% owned by
Frughaut or the fair employment legistation in force in Norther Iretand. With respect to this legislation, FNIL
is a signatory of a Declaration of Principle and Intent under the Fair Employment Act (Northem Ireland) of
1976 (the "Act”), which has as its purpose the promotion of equal opportunity and the efimination of discrim-
ination in employment for persens af different religious and palitical beliefs. Fruehaut believes that FNIL is
‘complying fully with the applicable provisions of the Guide to Effective Practice, issued September 15, 1987,
under the Act. Fruehauf is not aware of any claim of discrimination having ever been brought against FNIL
under the Act.

For the above reasons, and in light of Fruehauf's and FNIL's commitment to and achievements with
raspect to equat employment apportunity in Northern Ireland, your Board of Directors believes that adoption
of this proposal is unnecessary and inappropriate. As stated above, however, Frughaut is firmly committed to
the underlying concept of the MacBride Principles that religious or ethnic discrimination is wrong

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE AGAINST THIS STOCKHOLDER
PROPOSAL (ITEM 3 ON THE PROXY GARD). The affirmative vote of a majority of the votes cast on this
proposal at the Annual Mesting is required for adoption o this propasal.

7
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All cash compensation of each of the five most highly compensated executive officers for services in all
capacities to Fruehauf and its subsidiaries for the year ended December 31, 1987, and of all executive officers
as a group was as foliows:

Cash Compensation Table
Gapacies in Cash compensation
Name which served Base salary Bonuses(l)
Robert D. Rowan Chairman of the Board and Chief Executive $ 475,000 -
Officer of Fruehauf; Director of Fruehauf.

T. Neal Combs President and Chief Administrative Officer of $ 201,425 -
Fruehauf; Principal Financial Officer of Frue-
hauf; Director of Fruehauf.

Robert G. Siefert President and Chief Executive Officer of Kel-  $ 201,350 $70,000(2)
sey-Hayes Company; Director of Fruehauf.

Leon Alexander President and Chief Executive Officer—Trailer $ 200,000 -
Operations of Fruehauf; Director of Fruehauf.

Arnold P. Mcliwain Executive Vice President—Maritime Opera- $ 200,000 -—

tions of Fruehauf; President and Chief Exec-
utive Officer of Jacksonville Shipyards, inc.
All executive officers as a group (24 persons, including those named above) ~ $3,807,890 $231,148(2)

(1) Does not include payments i respect of bonus awards for prior years, which were included in Cash
Compensation reported for such years in prior proxy statements.

(2) Paid by Kelsey-Hayes to executive officers participating in the bonus paid to employees of its
Automotive Division based upon its profitable performance during 1987. See *Incentive Compensation”

Retirement Plans

Pensions for salarled personnel are pruwded thmugn the Retirement Plan for salaned Employees of
Fruehauf and the Plan for Sataried f Kelsey-H: the “Retire-
ment Plans"). The normal retirement age under the Retirement Plans 45 85, bul participants who are at least
age 55 and have at least ten years' service credited under the Retirement Plans are efigible for early
retirement benefits (which are reduced if payments are commenced before age 65). The following table
shows the maximum annual amounts payable at age 65 under the Retirement Plans, an a straight life arnuity
basis, based on the assumed final average salary and the years of credited service indicated.

Assumed Final redited Sevice
Averago Salary il 2 30 B
$175,000 $26,250 $ 52500 $ 78,750 = $ 91.875
200,000 30,000 60,000 90,000 105,000
225,000 33,750 67,500 101,250 118,250
250,000 37,500 75000 112500 131,250
275,000 41,250 82,500 123,750 144,375
300,000 45,000 90,000 135,000 157,500
325,000 48,750 97,500 146,250 170,625
350,000 52,500 105000 157,500 183,750
375,000 56,250 112,500 168,750 196,875
400,000 60,000 120,000 180,000 210,000
425,000 63750 127,500 191,250 223,126
450,000 67,500 135000 202,500 236,250
475,000 71,250 142500 213,750 249,375
500,000 75,000 150,000 225000 262,500
525,000 78,750 157500 236250 275,625
550,000 82,500 165000 247,500 288,750



Each employse retiring on or before December 31, 1991, will receive the amount in the above table
determined from his final average salary and years of credited service on his retirement date, and each
employee retiring after December 31, 1991, will receive the amount in the above table determined from his
tinal average salary on December 31, 1991 and years of credited service on his refirement date. In each
case, the amount otherwise payable under the Retirement Plans wilt be reduced by the amount of the annuity,
i any, purchased for him in connection with the termination of certain retirement plans. For purposes of the
Retirement Plans, salary does not include bonus and incentive compensation. The amounts shown in the
above table will also be reduced in respect of Social Security benefits; for employees retiring in 1987 at age
65 with 10, 20 and 30 or more years of service, the reduction was $1,578, $3,156 and $4,734, respectively.

Fruehauf is arranging to purchase annuities for the participants in certain terminaled retirement plans
which will pay to them upon refirement the amounts which would be paid to them based on their final average
salary and credited service on December 31, 1986, without taking into account any vesting provisions. Frue-
hauf will receive any assets of these retirement plans remaining after the purchase of annuities.

Under provisions of the Internal Revenue Code of 1986 (the “Code”) pensions in excess of $75,000 per
year may not be paid pursuant to the Retirement Plans. Fruehauf has an unfunded Supplemental Pension
Benefit Plan, under which it will pay the difference, if any. between the amounts shown in the table above
(less applicable reductions) and the amount which may be paid under the aforesaid provisions.

The individuals named in the Cash Compensation Table (the "Named Officers”) had the following number
of whole years of credited service at December 31, 1987: Amold P. Mcliwain, 32; Robert D. Rowan. 28; Robert
G. Siefert, 24; Leon Alexander, 33; and T. Neal Combs, 12.

Employee Steck Options
Fruehaut's 1986 Stock Option Plan (the “Stock Option Plan”) provides for the grant to officers, key
executives and professional personnel of Fruehauf and its subsidiaries of options to purchase (“Options”) up
to 1,000,000 shares of Class A and/or Class B Comman Stack. Options may be granted as Incentive Stock
Options (as defined in Section 422A of the Code) or nanqualified aptions. The Stock Option Plan also provides
for the grant of stock appreciation rights (“Rights") to such persons in the form of General Rights and Limited
Rights. Rights are exercisable in tandem with Options, so that related Options are extinguished for each
corresponding Right exercised. On exercising Rights, the holder is entitied to receive for each Right exercised
an amount equal to the difference between the exercise grice of the Option to which the Right relates, and,
in'the case of a General Right, the Fair Market Value per Share (as defined) on the date on which the General
Right is exercised or, in the case of a Limited Right, the highest price per Share paid in any tender or
exchange offer in effect at any time during the 60 days prior to its exercise. General Rights are exerctsable
only

to the extent that the Options to which they related isable, and Limited Rig
within a 30-day period following certain tender or exchange offers.
The Stock Option Plan provides that Options may by i futor

not earlier than one year after the date of grant. The per share exercise price of an Option can not be less
than the Fair Market Value per Share (as defined) on the date of grant of the Option, except that the exercisz
price of nonqualified options may be as low as 85% of the Fair Market Value per Share on such date.
Adjustments are to be made in the exercise price or number of shares which could be acquired pursuant to
an Option to take into account stock dividends, splits and combinations, certain mergers and transfers of
assets, and similar events. No Option can be exercised more than 10 years after its date of grant. The
exercise price of an Option may be paid in cash or shares of Common Stock (valued as of the date of
‘exercise), o any combination thereof, or by delivery of a stock purchase agreement.

The foliowing table sets forth information for 1987 regarding Options and Rights held by the Named
Officers and all executive officers as a group, atl of which were granted as nonqualified stack aptions an
January 16, 1987, at an‘exercise price of $5.70 per share (which was $0.05 less than the Fair Market Value
per Share on that date):



RobertD. T Neai MobenG. Leon  Am
A Gombs. M

Granted 1/5/87 o 12/31/87:
of Options in landem with Rights (s}.. 50000 35000 35000 35000 ~ 20.000 359.000
Exercised 1/1/87 (0 1231/87:
Oplions and Rights Exerciséd—Net value real-
ized in shares (maskot value less exercise price)

(1) Each grant was divided equally between Class A Cammon Stock and Class B Common Stock.

On January 15, 1987, employees other than executive officers were granted Options without Rights for
a total of 348,750 shares of Comman Stack, equaliy divided as to each optionee between Class A Common
Stock and Class B Common Stock, at an exercise price of $5.70 per share.

Directors’ Stock Options

In 1987, the stockholders. approved the adoption of the Fruehauf Corporation 1987 Directors’ Stock
Option Plan (ihe “Directors’ Plan"), which provides for grant to each nonemployee director of one option to
acquire 10,000 shares of Class A Common Stock (a “Director Option”). The aggregate number of shares for
which Director Options may be granted pursuant to the Directors’ Plan is 200,000 shares of Ciass A Common
Stock. The Directors' Plan is administered by the Board.

Each nonemployee director then serving on the Board automatically received a single Director Option
on the date that the stockholders approved the Directors’ Plan. Each future nonemployee director will receive
a similar option on the date of his first electian as such. Each person may receive only one Director Option.
The price per share purchasable upon exercise of a Director Option is the Fair Market Value per Share of
Class B Common Stock on the date of grant. Each Director Option is exercisable in five equal cumulative
installments, each becoming exercisable at one-year intervals commencing on the first anniversary of the
date of grant. The Board is authorized to adjust the number of shares and the option price per share of each
Director Option in the event of a stock dividend, issue or repurchase of Common Stock, or a split-up, com-
bination, reclassification of Common Stock or an exchange of Common Stock for other securities.

A Director Option will lapse immediately if the optionee's service as a director terminates for any reason
within one year after the grant thereof ar if he is removed from the Board as a result of a breach of his
abligations to Fruehaut, the commissian of a felony or the perpetration of a dishonest act or fraud against
Frughauf or any subsidiary or any other act or omission that is materially injurious to the financiat condition
or business reputation of Fruehauf or any subsidiary. If service terminates more than one year after the date
of grant, otherwise than by reasan of death or removal for 2 reason specified in the preceding sentence, the
optionee may exercise the Directar Option within 30 days thereafter for the number of shares for which it
was exercisable when such service terminated. If, hawever, an optionee dies during such 30-day. period, the
exercise period will be extended for 180 days from the date of death. If an optionee dies while serving as a
director and any portion of his Director Option is then exercisable, the entire option may be exercised within
180 days from the date of death to the extent that it had not previously been exercised. Director Options are
not transferable by the optionee other than by will or the laws of descent and distribution.

Stockholder approval is required to amand the Directors’ Plan to increase the maximum number of
shares available for Director Optians (other than in the event of stock splits and dividends, combinations and
stxilar events), to change the provisions of the Directars’ Plan respecting determination of the exercise price
L Gptiuns (other than in the same events), to change the period during which options may be granted of
remaa outstanding, to change the class of persons eligible 1o receive Director Options or to materially increase.
the benefits accruing to optionees. The Board may amend the Directors’ Plan in all other respects. The
Directors’ Plan will tsrminate on Juna 18, 1297, unless previously terminated by the Board.

On June 18, 1987, Messrs. Jack Breslin, Frank P. Coyer, Jr., Willis S. Hesselroth, Dean E. Richardson
and Francis J. Sehn were each granted a Director Option at an option price of $6.50 per share. "one of
these persons exercised any options to purchase Common Stack during 1987.

10



Stock Purchase (Savings) Plan

Under the Stock Purchase (Savings) Plan (the "Savings Plan"). each eligible salasied employee of the
predecessor of Fruehauf and certain of its subsidiaries could efect to defer compensation 1o a future date
specified by the employee at the time of his election. Deferred compensation was credited to an account
measured in Units, each of which was acquired for the then current market price of a share of the prede-
cessor's common stock. Each Unit accrued a return from the date credited equivalent to the dividends paid
on one such share during the deferral period. The compensation ultimately paid with respect 1o each Unit
was the greater of the amount for which the Unit was purchased or the vaiue of the Unit measured by the
market price per share of such stock at the time of payment. The Savings Plan was terminated in 1986, such
that rio Units could be acquired after September 1, 1986 and the value of all Units unpaid on September 1,
1988 will then be paid. Amounts paid after September 1, 1986, for Units bare and will bear interest from that
date. Messrs. Siefert and Mcllwain were or will be paid $88,382 and $510,753, plus accrued interest, respec-
tively, for their Units during 1988 and Mr. Siefert was paid $36,278, plus accrued interest. for his. Units during
1987. The remaining executive officers were paid in 1987 and will be paid in 1988, $768.394 and $2,205.017.
respectively, plus accrued interest, for their Units.

Incentive Compensation

Each of Fruehauf and Kelsey-Hayes has an th plan, both of
in 1986. Management is currently reviewing these: arrangermrients to determine whether to recommend 1o the
Board that it reinstate them and maintain the ather bonus arrangements described below. Fruehauf and
Kelsey-Hayes have alsa awarded bonuses in prior years to members of the Fruehauf Corporation Policy
Council, the Fruehaut Division Policy Council and the Kelsey-Hayes Company Policy Council. Ne bonuses,
for 1987 were awarded under any of these arrangements.

In addition, certain divisions of Fruehaut and its subsidiaries maintain bonus plans under which bonuses
may be awarded based upon the performance of these divisions. As disclosed in the Cash Compensation
Table, certain executive officers who serve on the Kelsey-Hayes Company Policy Council were awarded
bonuses based upon the profitable performance of Kelsey-Hayes' Automotive Division during 1987.
Indebtedness.

Centain executive officers incurred indebtedness in resgect of money borrowed from the Corporation in
1886. This indebtedness is repayable in 10 equal annuat instalments of principal fogether with interest at
the rate of 7.17% per annum. Executive officers whose abave describedt indebtedness exceeded $60,000
since January 1, 1987 ate as follows:

John Utley ... 116,319

Terminatlon of Employment

In the event of termination ot employment o account of Jayaff o inability to perform assigned duties
satisfactorily, all regular salaried employses of Fruehauf, including executive officers, are entitied to receive
2 ssparation allawance of up to 10 weeks' base salary, depencing en their length of service with Fruehau,
and all regular salaried of Kelsey-H including ive officers, are entitled to receive up to
six months’ base salary, depending on. their length of service with Kelsey-Hayes. in addition, during 1985 and
1986, the Named Officers and 23 ather executive officers of Fruehaut enterec into termination agreements
Wwith the predecessor of Frushauf. See “Termination Agreements”

OF STOCK BY AND
The table below provides information as to the shares of Glass A Cormon Stock, Class B Common
Stock and Preferred stock beneficially owned and deemed to be beneficially owned by each director and
nominge far director and by all afficers, directors and nominees as a group as of February 1, 1988. Each
such person exercises sole voting powsr and sole investment power with respect to such shares.
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Name of Class A Class 8 Total iy

Benelicial Owner Common - Pascent Common  Common  Cammon - Prefemed

oo _Stock  oiCass . Swody) =~ Sk = Sock  Swodd)
Robert D. Rowan 494,078 82 8333, 502411 4.1 -
Leon Alexander 71417 12 5.833 77,250 06 —
Jack Breslin - — 198 198 a 400
T. Neal Combs(2) 252,033 42 6.230(3) 258.265 21 1.003
Frank P. Coyer, Jr.(2) - - 5,823 5823 ) 11,782
Willis S. Hesselroth - -_ -_ -_ m -_
Dean E. Richardson —_ — 500 500 [t} —
Francis J. Sehn — - 187 187 ) 25
Robert G. Siefert(2) 177,82 30 5833 183,658 15 -

James.S. Wilkerson - - — - - -
All directors and officers as a grour

(25 persons) 2332883 389 73397 2406280 200 38416
{1). Less than .1+ ! 52 lnss tor each di ector andfor less than .3% for alt directers and officers as a group.
(2) Messrs. Combs, Coyer and Siefert respectively own 300, 4,200 and 300 shares uf Keisey-Hayes Canada

Limited, a subsidiary of the Corporation.

(3) Mr. Combs’ children own a total of 24 shares of Class B Common Stock and 49 shates of Preferred
stock. Mr. Combs disclaims any beneficial ownership of these shares:

The above table includes in shares. beneficially cwned and in each dlass of stock shares which could
have been acquired pursuant to the tock opti igh in 60 days afier February 1,
1988.

In January 1988, Mr. Robert D: Rowan sald 1,500 shares of Fruehauf Canads, inc., a former subsidiary
of the Corporation, for an aggregate- of $58.500 (Canadian funds} in a tender offzr made by an unaffiliated
party to all stockholders of Fruehauf Canada; Inc. i ith its dispositicn by the C

Termination Agreements.

During 1955 and 1986, the de Officers and 23 ather executive officers entered into termination
), which are binding upon Fruehauf. Under the
Termination Agreemenls each executwe agreed to remain in the employ of the predecessor for six months
fallowing a Potential Change in Contral. A Fmenha& Change in Control was deemed to have occurred (a) if
the entered into an ion of which would result in a Change in Control
(as defined below); (b) if any person Uncludxng the predecessor) publicly announced an intention to take or
to-consider taking actions which it consummated watld constitute a Change in Contral; (c) if any person
became the baneficiat awner, directly or indirectly, of securities of the predecessor representing 10% or more
of the voting pawer of the predecessor: or (d) if the board adopted a tesclution that, for purposes of the
Tormination Agreemants, a Potential Change in Controf had ocoutred.

The Termi ide that, upon the actuat ination of the employ-
ment ot an executive following 2 Change in Control unless such termination be by reason
of death or Retirement or for Cause or Disability or by the executive without Good Reason (as such terms.
arg defined), the exscutive will immediately receive: (a} safary then due; (b} deferred portions of bonus and
incentive compensation awards; and (c) in lieu of any future salary payments, an amount equal to 2.99 times.
the average annual compensation (as defined) af the executive paid to him for the five calendar years
preceding the calendar year in which a Change in Control occurred and includable in his gross income {such
amaunt to be reduced by any ather payment resulting from @ Change in Gonftral). The executive will also
receive an additional lump sum payment to the extent that the actuarial present value of his future benefits
under Fruehaut's (or a psnslon plan, ¢ ined as if th ive were funy vesred in his right

suchplan on i of
\o which he is actually then entitled; Fruehauf has agreed to pay excise taxes which may be due because
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of such payment. For purposes of the Termination Agreements, a Change in Control means a change in
control of a nature that would be required to be reported in response to Hem 8(e) of Schedule 14A of
Regulation 14A promulgated under the Exchange Act, provided that, without limitation, a Change in Control
shall be deemad to have occurred (a) if any person becomes the beneficial owner, directly or indirectly, of
securities of Fruehauf representing 20% or more of the voting power of Fruehauf's securiies or (b} if during
any period of two consecutive years, individuals who at the beginning of such period constituted *he Board
and any new director whose election fo the Board was approved by at least two-thirds of the directors then
still in office cease for any reason to constitute a majority thereof. After a Change in Controt, each Termination
Agreement expires three years after its next anniversary date. A Change in Control occurred in 1986 and
accordingly, the Termination Agreements will expire on December 31, 1990. During 1987, two executive
officers received a total of $563,487 under. their i when their was ter-
minated in ion with Fruehauf's of certain of its i

Certain Transactions

Mr. Willis S. Hesselroth is a Vice President of Merrill Lynch, Pierce, Fenner & Smith Incoporated (“MLPF&S”).
of which Merrill Lynch & Co., Inc. (“Merrill Lynch”) is the parent, and is a managing director of Merrill Lynch
Capital Markets ("MLCM"), which is a part of MLPF&S. In 1986, Fruehauf entered into an agreement with
MLCM, under which it provided financial advisory services in connection with the disposition of 12 of Frue-
hauf’s subsidiaries and Fruehauf agreed to pay to MLCM a percentage of the purchase price, as defined, of
each subsidiary sold, reimburse it for certain expenses and indemnify it for certain liabilities. In 1987, Fruehauf
paid MLCM fees of $4,690,000 and reimbursed its expenses of $275,000 in connection with the disposition
of 10 of these subsidiaries; MLCM may receive additional payments during 1988 for the sale of the two
remaining subsidiaries.

In 1987, Fruehaut entered into three additional agreements with MLCM and two affifiates of Merrili Lynch
concerning the disposition of two additional subsidiaries and the restructuring of Fruehauf's European trailer
operations, the terms of which are similar to those of the letter agreement described above, except that, for
the restructuring, the fee is based on “Transaction Value”, as defined. In 1988, Fruehauf has paid fees of
$3,118,000 and will pay estimated expenses of $350,000 in respect of the sale of one subsidiary and the
European MLCM will receive ion during 1988 if the remaining subsidiary is sold.

MLCM also received from Fruehaut advisory and femarketing fees of $40,600 in connection with the
remarkeling in 1987 of certain industrial revenue bonds issued in 1982 for the benefit of a subsidiary of
Fruehaut and tendered to Fruehauf by their hoiders during 1987 in accordance with their terms.

A Credit Agreement, dated as of December 23,1986 (as amended, the “Credit Agreement”) was entered
inte among Fruehauf, Bank of America National Trust & Savings Association ("B of A”), as agent, and the
Banks (as defingd therein). Manufacturers National Bank of Detroit {“Manufacturers™), of which Mr. Dean E.
Richardson is Chaitman of the Board, is one of the Banks. The Credit Agreement provides for: {a) up to $425
million under a ane-year term credit tacility (the “Term Loan Facility"), which has been repaid: (b) up to $400
milfion pursuant to a five-year revolving credit faiity (the “Revalving Credit Facility"), which facility has been
reduced to §162 million in accordance with the terms of the Credit Agreement; {¢) up 1o $50 million pursuant
to a revalving credit facility for financing Fruehauf's internationat operations (the “International Facility"); and
(d) up to $132 million pursuant to a standby letter of credit facility {the “Letter of Credit Facility"). Of these
amounts, lly committed to provide up to $25 milfion; its commitment is now $7.7 million.
Frushauf’s obligations under the Credit Agreement (other than under the Receivables Subtacility, as defined
below) are secured by a lien on the Camoration’s accounts receivable and inventory and a pledge of the
shares of certain subsidiaries, including Kelsey-Hayes.

The Term Loan Facility provided tor interest at afloating rates based, at Fruehaut's option, upon B of A's
reference rate, LIBOR or the rate paid by B of A an certificates of depasit {the “CD Rate"). During 1987, the
Intarst rates utilized were variously 1%% to 2%% over B of A's reference rate and 2Y%% over LIBOR.
Frushaut also paid a commitraent fee equal to 0.5% per annumm on the unutilized portion of the Term Loan
Facility.

Interest rates on the Revolving Credit Facility were fioating rates which were variously 1%2% over B of A's
reference rate, 2%% aver LIBOR and 2%% over the CD Rate, at Fruehauf's option. Up to $70 million of the.
amounts avallable under the Revolving Gredit Facility were made avaitable through the purchase of certain
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automotive accounts receivable, utilizing dissount rates which were %% lower than each of the rates under
the Revolving Credit Facility. Rates will be reduced if Fruehauf meets certain financial ratios. Fruehaut paid
a commitment fee of 0.5% on the unutilized portion of the Revolving Credit Facility. Interest rates under the
International Facility are comparable to those under the Revolving Credit Facility.

Under the Letter of Credit Facility Fruehauf paid an annual commission of 2% on the amount of out-
standing letters of credit and a commitment fee of 0.5% on the unutilized partion of this facility.

Manufacturers shared and will share in the interest and fees paid under the Credit Agreement, in the
proportion borne by its toall i cusrently extends to the Corporation
a $10,000,000 line of credit and untit May 15, 1987, extended a $10,000,000 l.ie of credit to Fruehauf's
former subsidiary, Fruehauf Finance Company. Fruehauf maintains refationships with many other banks.

Kelsey-Hayes and Mr. Frank P. Coyer are parties 1o a consulting agreement. which extends from year
1o year, under which Mr. Coyer acts as a general advisor and consultant to Kelsey-Hayes' management on
all matters pertaining to its business and refrains from competing or assisting ofhers in competing, with
Kelsey-Hayes. There is no requirement as to the time that Mr. Coyer is to expend. Mr. Coyer receives $50,000
per year, with each year's payment deferred for five years; each deferred payment bears simple interest at
the rate of 10% per annum. Kelsey-Hayes furishes Mr. Coyer with the use of a car. provides certain insurance
coverages and pays certain other business-related expenses.

Fruehauf and Mr. Leon Alexander have a i hich July 1,
1988 and ends on October 31, 1990 and is extendible for one year at the option of the Chief Executive Officer
of Fruehaut. Under the agreement Mr. Alexander will act as a general adviser and consultant to the Chief
Executive Officer on all matters relating to Fruehauf's business and refrain from competing or assisting others
in competing with Frushauf or its subsidiaries. Fruehauf will pay Mr. Alexander at the rate of $100,000 per
year in equal monthly instalments, furnish Mr. Alexander with the use af a car, provide certain insurance
coverages, and reimburse certain business-related, moving and tax service expenses.

Litigation
The directors and certain officers of the predecessor of Fruehauf (severat of whom are directors and

officers of the Corporation) were or are parties to the following litigation arising from the attempt M. Asher

Edelman and certain others (the “Edelman Group") te gain control of the predecessor of Frushauf.

Between June 26, 1986 and July 10, 1986, six putative class actions (the “Class Action Litigation”) were
commenced against the predecessar of Fruehaut, its directors and certain of its officers, Merrill Lynch and
Fruehaut. Three actions, Lewis v. Fruehaut Carparation, Katz v. Fruehauf Corporation and Cubit v. Fruehauf
Corparation, commenced in Michigan in the Circuit Court for the County of Wayne, have been dismissed.
The other thr s actions, Lewis v. Fruehauf Corporation, commenced in the Delaware Coutt of Chancery, and
Warshofsky v. Frughauf Corporation and Steiner v. Fruehauf Corporation, pending in the United States District
Court for the Eastern District of Michigan, allege that the predecessor's directors breached their fiduciary
duties in approving an unsuccessful tender offer for the cammon stack af the predecessor during 1986 and
seek unspecified damages.

On September 17, 1986, a putative class action, Priddy v. Edeiman, was commenced in the above
mentioned District Court against the predecessor. its directors, Merrill Lynch, Fruehauf, LMC Acquisition Corp.,
Kidder, Peabody & Co. Incorporated and the Edelman Group. The plaintiffs alleged that a proposat of the
Edelman Group for acquisition of all of the predecessor's shares of common stock in 1986 was the highest
received and should have been accepted and that the predecessor's directors, in collusion with the other
defendants, took steps to enstire that Merrill Lynch would succeed in acquiring the predecessor in violation
af their fiduciary duties, a preliminary injunction obtained by a member of the Edetman Group against the
predecessor and its directors and the federal securities laws. The complaint sought, inter aiia, judgment
requiring defendarts to pay $56.89 for each share and directing that $21,065,000 paid to the Edelman Group
for its expenses in connection with its attempt to gain control of the predecessor be distributed pro rata to
the class. In 1987, following discavery, all defendants moved for summary judgment on all claims and the
plaintiff cross-moved for summary judgment and leave to amend its complaint. Or: February 23, 1988, the
court denied the plaintitf's motion and granted the defendants’ motion for summary judgment. The court heid
that, inter alia, the predecessar's directors had acted in accordance with their fiduciary obligations and their
actions were protected under the business judgment rule. The plaintiff has filed notice of appeal.
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The directors of the predecessor involved in the Class Action Litigation and Priddy v. Edelman included
Messrs, Jack Breslin, Dean E. Richardson, Robert D. Rowan, Francis J. Sehn and James S. Wilkerson. Messrs.
T. Neal Combs, Robert G. Siefert and Leon Alexander were also parties to portions of the Class Action
Litigation.

Fruehauf intends to pay all expanses in connection with the Class Action Litigation and Priddy v. Edelman
fo the extent permitted by law. Fruehauf and its predecessor have purchased insurance pursuant to which
all or a portion of such expenses may be paid.

Indemntfication

As permitted under the Delaware General Corporation Law (the “DGCL"), Fruehauf's Certificate of Incor-
poration provides that no director shall be liable to Fruehauf or its stockholders for monetary damages far
breach of fiduciary duty as a director other than (i} for breaches of his duty of loyalty to Fruehauf and its
stockhalders, (i) for acts or omissions not in good faithy or which involve intentional misconduct or a knowing
violation of law, (i) for unlawtul payment of dividends or uniawful stack purchases o redemptions under
Section 174 of the DGCL and (iv) for any transaction from which he derived an improper personal benefit.
As a result, Fruehauf and its stockholders have no cause of action against a director for an alleged breach
of fiduciary duty resuiting from his negii There is no pending itigatic
naming a director of Frushaut for which indemnification might be sought.

Other Matters

At the Annual Mesting of Stockholders there will als be an address by the Chairman of the Board and
an opportunity for stockhalders to ask questions about the business and operations of Fruehaut.

Costs of soliciting proxies will be bome by the Corporation and include charges by brokers and other
custodians, nominees and fiduciaries for forwarding proxy materials to the beneficial holders of Class B
Common Stack. Sollcitation may also be made personally o by tefephone. telegraph and other communication
davices, by directors, officers and full-time employees of the Corporation without additional compensation.

By order of the Board of Directors.
Ae/
Richard F. Darke
Secretary
Dated: Aprit 4, 1988

STOCKHOLDERS ARE URGED TO COMPLETE, SIGN, DATE AND RETURN THE ENCLOSED PROXY
CARD PROMPTLY N THE SELF-ADDRESSED ENVELOPE (WHICH IS POSTAGE-PAID FOR STOCK-
HOLDERS IN THE UNITED STATES), WHETHER OR NOT THEY EXPECT TO ATTEND THE MEETING. A
STOCKHOLDER MAY NEVERTHELESS VOTE IN PERSON IF HE DOES ATTEND.



