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TERHY McELHENY

! { g 2 2121 Highland Avenue
Birminghanm, Alabama 35205

ARTICLES OF MERGER

OF

FILED IN THIS OFFICE

STERILE TECHNIQUE, INC.

(A corporation organized and existing under
the laws of the State of Alabauwma)

INTO
STERILE DESIGN ACQUISITION-ALABAMA, INC.

(A corporation organized and existing under ‘
the laws of the State of Florida)

Pursuant to the provisions of Section 10-2A-143 of the Alabama
Code of 1975 and Section 607.227 of the Florida General Corporation Act,
the undergsigned corporations have adopted the following Articles of

Merger for the purpose of merging them into one such corporatiom.
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ARTICLE I
The Plan and Agreement of Merger, duly adopted by the direc-
tors and shareholders of each of the merging corporations, 1is attached

hereto as Exhibit "A" and incorporated herein by reference.

ARTICLE 11

Nunber of Qutstanding Shares

As to each of the undersigned corporations, the number of

shares outstanding and entitled to vote on such Plan are as set forth




26 w821

800K

below. None of the shares of the undersigned corporations is entitled

to vote as a class.

CORPORATION SHARES QUTSTANDING PAR VALUE

Sterile Technique, Inc, 109 $ 10.00

Sterile Design Acgquisition-
Alabama, Inc. 1,000 $§ 1.00

ARTICLE III

As to each of the undersigned corporations, the total number

of shares voted for and against such Plan are as follows:

CORPORATION VOTES FOR VOTES AGAINST
Sterile Technique, Inc. 109 0
Sterile Design Acquisition- .

Alabama, Inc. 1,000 0
ARTICLE IV

Place of !EEurpnratiun

Sterile Technlque, Inc. is Incorporated under the laws of the

State of Alabama, and its Articles of Incorporation are filed in Shelby
»

County, Alabama. Sterile Design Acquisition-Alabama, Inc. is incorpo-

rated under the laws of the State of Florida and its Articles of Incor—

poration are filed in Elﬂﬁuﬂzs County, Florida.

IN WITNESS HHEREDF, the parties hereto have caused these

Articles of Merger to be executed on this the 57’ day of

ODetohee

» 1984,
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STERILE TECHNIQUE, INC.

Its President

ot Hory €. Cappace
Its- Secreta

STERILE DESIGN ACQUISITION-ALABAMA,
INC.

>
By: DA T e = e

Its Preuide
and N7t 1 ] “dﬂtaug!ll

Y Its S@crefgry (/ )

STATE OF ALABAMA

)
county of Veffunay

I, the undersigned, a notary public, do hereby certify that on
this ‘7 day of 0‘4‘ bt , 1984, personally appeared before me

D'—l'-*"- ’*QP'F"-'K. . Who, being by me first duly sworn

declared that he is the President of Sterile Technique, Inc,, that he

signed the foregoing document as President thereof and that the state-

n

ments therein contained are true,

tary Publi




ALABAMA

STATE OF 4%roRibjzs— )

COUNTY OF Mﬁ—)
N

JEFFTED

I, the undersigned, a notary public, do hereby certify that on

th:la day of M‘-ﬂd—— , 1984, personally appeared before me
ZJ’C-A.BA-& { IS'J—L who, being by me first duly sworn

declared that he is the President of Sterile Design Acquisition-Alabama,
Inc., that he signed the foregoing document as President thereof and

that the statements therein contained ar
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PLAN AND AGREEMENT OF MERGER

THIS PLAN AND AGREEMENT OF MERGER entered into by and among STERILE
TECHNIQUE, IKC., an Alabama corporation, hereinafter referred to as
"Tfechnique'; and DANIEL C., HEDRICK, JOHN DESROCHERS, and DORIS COPPAGE,
the sole shareholders of Technique; STERILE DESIGN, INC., a Florida
corporation, hereinafter referred to as "Design'; and STERILE DESIGN
ACQUISITION-ALABAMA, INC., a Florida corporation, herelnafter referred

to as "Acquisition".

WITNESSETH:

WHEREAS, Technique 1s a corporation duly organized and existing
under the laws of the State of Alabama; and

WHEREAS, Design is a corporation duly organized and existing under
the laws of the State of Florida; and

WHEREAS, Acquisition is a wholly-owned Florida subsidiary of De-
glgn; and

WHEREAS, the Constituent Corporations (as hereinafter defined)
desire to effect a trilaogular A-reorganization, whereby the shareholders
of Techaique, the acquired corporation, exchange their stock for stock
of Design, the parent corporation; and

WHEREAS, Design and Technique have agreed that Technique shall
merge into Acquisition upon the terms and conditions and in the manner
set forth in this Agreement and in accordance with the applicable laws
of the States of Alabama and Florida;

NOW, THEREFORE, in conslderation of the mutual covenants, agree-

ments, provisions, grants, warranties and representations contained in

this Agreement and in order to consummate the transactions described

herein, Technique, Design and Acquisition agree as follows:
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i. Plan of Merger. Technique and Acquisition agree that Tech-

nique shall be merged into Acquisition, as a single corporation, upon
the terms and conditions of this Agreement, and that Acqulisition shall

continue under the laws of the State of Florida as the surviving corpo-

ration {the "Surviving Corporation'), and they further agree as follows:

a. The purposes, the registered agent, the address of the
registered office, number of directors and the capital stock of the
Surviving Corporation shall be as appear in the Articles cf Incorpora-
tion of Acquisition as on file with the office of the Secretary of State
of the State of Florida on the date of this Agreement. The terms and
provisions of the Articles of Incorporation are incorporated in this
Agreement. From and after the da;E on which the merger of Technique and
Acquisition is effective (hereinafter referred to as the "effective
date"), and until further amended, altered or restated as provided by
law, the Articles of Incorporation of Acquisition separate and apart
from this Agreement shall be and may be separately certified as the
Afticlea of Incorporation of the Surviving Cerporation,

b. The Articles of Incorporation of Acquisition on the *
effective date shall remain the same as they presently read.

C. The By-~Laws of Acquisition in effect on the effective
date shall be the By-Laws of the Surviving Corporation until they shall
be altered, amended or repealed or until new By-Laws are adopted.

d. The persons who upon the effective date constitute the

Board of Directors of Acquisition shall be the persons constituting the

-
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Board of Directors of the Surviving Corporation on and after the effec-
tive date, and unti] their successors shall be elected and shall qualify.
If on the effective date any vacancy exists on the Board of Directors of
the Surviving Corporation, that vacancy may be filled in. the manner

provided in the By-Laws of the Surviviang Corporation.

e. The persons who upon the effective date constitute the

officers of Acquisition shall be the persons constituting the officers

L

cf the Suxviving Corporation on and after the effective date, and until

their successors shall be elected and shall qualify.

2. Submission to Shareholders, This Agreement shall be submitted

to the shareholders of Technique and Acquisition (the "Constituent

. Corporations™) for thelr counsent and approval in accordance with Section

607.394 of the Florida General Corporation Act and Section 10-2A-142 of
the Alabama Code of 1975. The fact that this Agreement has been adopted
and approved as above provided shall thereupon be certified by the
respective secretaries of Technique and Acquisition, and this Agreement
and appropriate Articles of Merger shall be signed, acknowledged and
filed pursuant to the laws of the States of Alabama and Florida. The
merger of Techanlque and Acquisition shall become effective upon the
filing of this Plan and Agreement of Merger and approprilate Articles of
Merger with the Secretary of State of Florida and with the Secretary of
State of Alabanma.

3. Effect of Merger. When this Agreement shall have been ap-

proved, slgned, acknowledged and filed, the separate existence of Tech-

nique shall cease and Technique shall be merged into the Surviving

-3
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Corporation in accordance with this Agreement, and the Surviving Corpo-
ration shall continue unaffected and unimpaired by the merger and shall
possess all of the rights, privileges, powers, franchises, patents,
trademarks, licenses and registrations, both of a public and private
nature, and shall be subject to all the restrictions, disabilities and
dutles of each of the Constituent Corporations so merged; and all prop~
erty, real, personal and mixed, and all debt due to either of the
Constituent Corporations on whatever account, as well for stock sub-
scriptions and all cther thingse ia action, belonging tc each of the
Constituent Corporations shall be vested in the Surviving Corporation;
and all property, rights, privileges, éuwers, franchises, patents,

trademarks, licenses and regilstra€ions and every other interest there-

- after shall be as effectually the property of the Surviving Corporation

as they were of the respective Constituent Corporations; and the title
to any real estate, whether vested by deed or otherwise in either of the
Constituent Corporations under the laws of the State of Florida, or any
other gstate where real estate may be located, shall not revert or in any
Hﬁ% be impalred by reason of the merger, provided that rights of credi-
tors and all liens upon the property of either of the Constituent Corpo-
rations shall be preserved unimpaired; and all debts, liabilities and
duties of the Constituent Corporations shall then attach to the Sufviv-
ing Corporation and may be enforced against it to the same extent as if
those debts, liabilities and dutiles had been Iincurred or contracted by

it.
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4. Conversion of Shares. The manner and basis of converting and

exchanging the shares of Technique shall be as follows:

a, Dan Hedrick shall recelve, in exchange for his 50 shares
of Technique stock, 27,000 shares of Design stock, plus $99,852.01 in
cash. §$50,000.00 of said sum has previously been paid hy-Design to
Hedrick as a deposit, and Hedrick's receipt thereof is hereby acknow-
ledged. The balance of said sum, $49,852.01, shall be paild by Design to
Hedrfick in accordance with the terms and conditions of a promissory note

L

in the form attached hereto as Schedule ‘i .

John DesRochers shall receive, in exchange for his 50
shares of Technique stoeck, 23,500 shares of Design stock, plus $99,852.01
in cash, $50,000.00 of said sum has previously been paid by Design to
DesRochers as a deposit, and DesRochers' receipt therecf is hereby
acknowledged. The balance of said sum, $49,852.01, shall be paid by
Design to DesRochers in accordance with the terms and conditions of a
promissory note In the form attached heretec as Schedule _IL

Doris Coppage shall receive, in exchange for her 9 shares
of Technique stock, 3,500 shares of Design stock.

b. No fractional shares shall be issued in the merger, but
shall be rounded upward or downward, as the case may be, to the nearest
whole share.

C. Each issued and outstanding share of commonr stock, $1.00
par value per share, of Acquisition shall continue as one share of
common stock, par value $1.00 per share of the Surviving Corporation,

d. If the outstanding shares of Technique stock or Design
stock at any time between the date of this Agreement and the effective

date shall be changed or exchanged by declaration of a stock dividend,

o
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splitup, combination of shares, merger or consolidation, the number and
kind of shares into which the Technique stock is to be converted shall

be. appropriately and equitably adjusted.

5. Delivery of Shares. As soon as practicable after the effec-
tive date, Design shall issue and deliver, in accordance with this
paragraph, to the shareholders of Technlque whose names are set forth in
"Schedule 1" of this Agreement, certificates for the number of whole
shares of Sterile Design, Ine. stock to which they shall have become
entitled under this Agreement. After the effective date, each of those
Techmique shareholders who has not previously done so may surrender his
certificate or certificates previously representing his shares of Tech-
nique stock to Sterile Design, Inc. and thereafter shall be entitled to
recelve in exchange therefor a certificate or certificates representing
the number of shares of Design stock into which those shares of Tech-
nique stock previously represented by the certificate or certificates so
surrendered shall have been converted as above stated. Until so sur—
rendered, each outstanding certificate that, before the effective date,
represented shares of Technique stock shall be deemed for all corporate
purposes, other than payment of dividends, to evidence ownership ﬂf_the
regpective shares of Sterile Design, Inc. stock into which they shall
have been converted. Unless and until that outstanding certificate
which, before the effective date, represented shares of Technique stock
shall be surrendered, no dividends payable to the holders of record of
Design stock as of any date subsequent to the effective date shall be

paid to the holder of the outstanding certificate, but upon surrender of

e
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the outstanding certificate there shall be paid to the record holder of
the certificate for shares of Design stock into which those shares shall
have been converted the amount of dividends that previously were payable
from the effective date with reapect to those shares of Technique

stock.

6. Appraisal Rights. All} shares of Sterilé Design, Imc., stock
for and into which shares of Technique stock shall have been converted
and exchanged pursuant to this Agreement shall be deemed to have been
issued in full satisfaction of all rights pertaining to the converted e
and exchanged shares, except for rights of appraisal, if any, that the

holders may have as dissenting sharehclders. Unless the merger is

abandoned, the holders of certificates formerly representing shares of

Technlque stock outstanding immediately before the effective date shall

cease on the effective date to be sharecholders and shall have no rights
with respect to the stock except the right to receive payment for it

under the laws of the State of Plorida, and their sole rights with

respect to the Design stock for and into which their shares of Technique

atock shall have been converted and exchanged by the merger, shall be to
perfect the rights of appralsal, if any, that the holders may have as
dissenting shareholders.

7. Compliance with State Law. Technique and Acquisition shall

each take all appropriate corporate action to comply with the applicable

laws of the State of Florida and the State of Alabama in connection with

the contemplated merger.
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8. Closing of Stock Books. Upon the effective date, the transfer

books of Technique shall be closed and no transfer of shares of stock
gshall be made or consummated thereafter.

q. égreement to TqEE Neggsaagz Actions. Prior te and from and

after the effective date, the Constituent Corporations shall take all

‘'action necessary or approprilate in order to effectuate the merger, In

case at any time after the effective date the Surviving Corporation
shall determine that any further conveyance, assignment or other docu-
ment or any further action 1s necessary or desirable to vest in the
Surviving Corporation full title to all properties, assets, rights,
privileges and franchises of Technique, the officers and directors of
the Constituent Corporations shall execute and deliver all instruments

and take all actions the Surviving Corporation may determine to be

necessary or desirable in order to vest in and confirm te the Surviving

Corporation title to and possession of all properties, assets, privi-
leges and franchises, and otherwise to carry cut the purposes of this
Agreement.

10, Representations of Technique. Technique represents and war-

rants to and agrees with Acquisition as follows: .
a. Technique 18 a corporation duly organized, validly exist-
ing, and in good standing under the laws of the State of Alabama, and
has full corporate power and authority to carry on its business as it is
now being conducted and to own and lease property, and is duly qualified

or authorized to do business and is in good standing in each juris—

diction in which it is doing business, Technique 18 not presently being

-u-B-q.
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challenged as to its right to do business as presently conducted in any

jurisdiction in which it is doing business., The coples of the Certifi-
cate of Incorporation, and the By-Laws of Technlique previously delivered
to Design are true, correct and complete coples as now in full force and
effect. No provision of those instruments nor any other Instrument to
which Technique 1s subject, prohibits, limits or otherwise affects the
right, power and authority of Technique to enter into this Agreement or

to cause the consummation of the merger.

» b. The authorized capitalization of Technique consists of
200 shares of common stock, par value $10.00 per share, of which 109 ’
shares are presently outstanding, all of which are validly issued, fully
paid and nonassessable. There are ne existing options, warrants, con-
vertible securities or similar rights granted by Technique or any com-

mitments or agreements of similar nature to which Technique is a party,

relating to the authorized or issued stock of Technique.

C. Technique presently hﬁ; no subsidiaries.

d. The execution, delivery and performance of this Agreement
has been duly and effectively authorized by the Board of Directors of
Technique and will be submitted to the shareholders of Technlique for ap-
proval under Section 10-2A-147 of the Alabama Code of 1975.

e, The balance sheet of Technique as of October 31, 1983 (a
copy of which 1s attached as "Schedule 2'} has been prepared in accor-
dance with generally accepted accounting principles consistently ap-
plied, is true and complete, and fairly presents the financial position
of Technique on the date thereof, Technique and its shareholders agree
to indemnify and hold Acquisition harmless from and against any liabili-

ties, including attorneys' fees and costs, not disclosed on said October

31, 1983 balance sheet,
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f. All tangible assets of Technique are in existence and in
the possession of Technlque at Suite K, 245 Riverchase Parkway East,
Birmingham, Alabama 35244, except as noted on the Schedule of Asset
Location attached hereto and made a part hereof as "Schedule 3".

£. Except as noted on the Schedule of Liens and Encumbrances

attached hereto and wmade a part hereof as "Schedule 4", Technique has

clear and unencumbered marketable title to all of its property and
assetn.

h., Technique has no ocutstanding leases, contracts or other
obligations which are not cancellable or terminable by it without penalty
on sixty (60) days' notice or less, or which involve financial obliga-
tions of Technique in excess of $1,000.00 except those listed on the
Schedule of Contracts attached héereto as "Schedule 5" and made a part
hereof.

i. Technique is not a party to any labor or collective
bargaining agreement except as set forth in or attached to the Schedule
of Contracts attached hereto as "Schedule 5". Technique has no know-
ledge of any attempt by any of its employees to become subject to any
lébnr or collective bargaining agreement other than those set out ia or
attached to the Schedule of Contracts. Technigue 1is not a party to any
employment contract with any of its employees which 1s not terminable by
Technique on sixty (60) days’ notice or less, or which involves compen-
sation to any employee in excess of $20,000.00 per year, except as
disclosed on the Schedule of Contracts. Technique i1s not a party to any

stock bonus, stock option, or stock purchase plan or any other bonus or

-10-




incentive plan, regardless of whether such be a contractual plan or a
matter of custom and practice, which is not set forth in detail in or as
an attachment to the S3chedule of Contracts attached hereto.

h All assets of Technique are, and will be on the effective
date, in compliance with all applicable rules, regulatiuﬁh, zoning and
building laws and ordinances of any govermmental emtity, body or agency
having jurisdiction or claiming jurisdiction of the same,

- k. Technique has taken all necessary corporate actions and

’
has applied for and received all necessary licenses and permits as may

E;g be required by any federal, state or local law or ordinance to allow it
Ci; to do business in its usual and customary manner; and it has no notice
(zi or knowledge of any claimed violaticon of any applicable federal, state
AN or local law or ordinance,

Eg 1. All Income taxes and u;her taxes, licenses or fees of

Technique or applicable to its assets or operations have been paid or
adequate reserves therefor have been established on 1ts books. The
federal income tax returns of Technique have not been audited for any
years of the corporation's existence. To the extent that Design suffers
any loss, expense, or is required to pay any tax deficiency, interest,
and/or penalty for periods prior to the effective date, Technique and

its shareholders agree to indemnify and hold Design harmless from such

—_——_——— =

loss, expense or payment. To the extent Design receives any refund or

—_—lm . -

other payment or credit, with respect to any overpayment of taxes by
Technique for periods prior to the effective date, Design agrees to pay

promptly such refunds or payments or an amount equal to the credit to

=11~
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to the shareholders of Technique, to be distributed among them in accor-
dance with their respective ownership interests in Technique immediately
prior to this merger,

m. Technique is not a party to any litigation, govermmental

proceeding or investigation, nor, to the knowledge of Technique, are any

such proceedings or investigations anticipated or threatened relating to

any operations of Technique or to the stock tramsferred hereunder.
Technique has no knowledge of any plans, threatened or peuding, to
change any zoning or building ordinances which would affect any of the
property of Technique, whether owned or leased., Technique has no know-
ledge of any plans, threatened or pending, under any laws of eminent
domain, which would affect any of the property of Technique.

n. Each share of stock of Technique as set forth in "Schedule
1" is free and clear of all encum;rances, liens, claims, equities and
11abilities of every nature,

0. The business of Technique has been conducted and will be
conducted in the usual and customary manner comsistent with good busi-
ness practices from QOctober 31, 1983, through the date of closing.
Efcept as disclosed in the Schedule of Transactions, attached hereto as
"Schedule 6™: .

1. Technique has carried on 1ts business substantially
in the same manner as heretofore and has not made or instituted any
unusual or novel methods of purchase, sale, management, accounting or

operation, except to accelerate collection efforts on outstanding ac-

counts receivable.

w] 22—




2. Technique has not graunted any general increase 1in
the rates of pay of employees nor granted any general increase 1in fringe
benefits, nor increased the compensation payable or to become pavable to
key salaried employees (in excess of 15% of principal c¢ompensation).

3. Technique has not entered into any contract or
commitment or engaged in any transaction not in the usual and ordinary

courge of business and consistent with past business practices.

4. Technique has not sold or disposed of any capital’

asgets having an aggregate book value in excess of $5,000.00.

5. Technique has not created any indebtedness or
increased any liability other than those incurred in the usual and

ordinary course of business.

6. Technique has not declared or paid any dividend, or

: made distribution in respect of capitulwstock and has not directly or
indirectly redeemed, purchased or otherwise acquired any of 1its own
stock,

7. Technique has not amended its Certificate of Incor-

poration or By-Laws or made any changes in authorized or issued capital

stock,

11. Rﬂgresentatinns and Warranties of Desggp and acquisitiun.

Acquisition and Design represent and warrant to and agree with Technique

as follows:

@. Acquisition and Design are corporations duly organized,

validly existing, and in good standing under the laws of the State of

-]13=
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Florida, and have full corporate power to carry on their business as It
is now being conducted.

b. Acquisition and Design are not, and by the executlon and
performance of this Agreement will not be, in breach of any term or

provision of or in default under, and no event has occurred that the

- lapse of time or action by a third party could result ian a default under

any outstanding indenture, contract or agreement to which elther of them
18 a party or to which either of them may be subject, or under any
provision of their certificates of incorporation or by-laws, except for
pﬁssible defaults that individually or in the aggregate would not have
any material adverse effect on the business of Design or Acquisition or
ot the consummation of this merggf.

¢. The execution, delivery and performance of this Agreement
have been duly and effectively authorized by the Board of Directors of
Acquisition and Design and approved by the shareholdexs of Acquisitiom,
in accordance with Section 607.394 of the Florida General Corporaticn
Act, Acquisition and Design shall deliver to Technique, at or before
the closing, coples of the resolutions adopted by their Directors and
Shareholders, certified to be true and correct by the Secretaries of
Acquisition and Design, respectively.

d. The shares of common steck to be issued and delivered
pursuant to this Agreément have been duly authorized for issuance by the
Board of Directors of Design and when so issued will be validly issued
and outstanding, fully paid and nonassessable. Said shares will be con-
tributed or otherwise transferred to Acquisition prior to the effective

date hereof.

-1k



e. The authorized capitalization of Design consists of

5,000,000 shares of common stock, $.001 par value per share, of which

1,220,000 shares are validly issued and outstanding, fully paid and

nonassessable. The authorized capitalization of Acquisition consists of

7,000 shares of common stock, $1.00 par value per-share, of which 1,000

shares are validly issued and outstanding, fully paid and nonassessable.

f. The balance sheet of Design, as of Q‘uhﬂ-—- 30![1.“ 3'1 (a

copy of which 1s attached hereto as "Schedule 8") has been prepared in,
accordance with generally accepted accounting principles, consistently

applied, is true and complete, is the most recent balance sheet of

a0

% Design, and fairly presents the financial position of Design ou the date

| W )

EEE g. Since the dates of their last balance sheets, Acquisition
and Design have carried on thelr business substantially in the same

o

o
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manner as heretofore conducted, and there have been no material, adverse

changes in Acquisition'’s or Design's financial status since the dates
thereof,

h. Acquisition and Design have taken all necessary corporate

actions and have applied for and received all necessary licenses and
permits as may be required by any federal, state or local law or eordi-
nance to allow them to do business in thelr usual and customary maunner,
and neither of them has any notice or knowledge of any claimed violation

of any applicable federal, state or local law or ordinance.

1. Acquisition and Design are not parties to any litigation,

govermental proceeding or investigation, nor does either Acquisition or

-15-
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Design have any notice or knowledge of any such potential litigation,
governmental proceeding or investigation.

. Immediately upon the effective date, Design will take all
necessary steps to qualify to do business in the State of Alabama.

k. No representation or warranty made by Acquisition or
Design herein or in any writing furnished or to be furnished pursuant
ﬁeretu contains or will contain any untrue statement of a material fact
or will omit to state any material fact required to make the statements
herein or therein contained not nisleading.,

12, Indemnification. The parties hereto agree to indemnify and

hold each other harmless against, and in respect of, any and all damages
(including costs and reasonable attorneys' fees) resulting from a ma-
terial breach by the other of any of their obligations and warranties
pursuant to this Agreement.

13. Benefit, This Agreement 1s made pursuant to and shall be

congtrued under the laws of the State of Florida. It shall inure to the
benefit of and be binding upon Acquisition, Design and Technique, and
thelr respective successors and assigns. Nothing in this Agreement,
expressed or implied, 18 intended to confer upon any person, other than
the parties hereto or their successors and assigns, any rights or reme-

dies under or by reason of this Agreement.

14, Counterparts. This Agreement may be executed in two or more

counterparts, each of which shall be deemed an original, but all of
which together shall comstitute one and the same Instrument,

15, Employment Agreements. At the closing, Dan Hedrick and John

..16_
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DesRochers will execute Emplovyment Agreements with Design, coples of

which are attached hereto as '"Schedule 9" and "Schedule 10".

16, Service of Process. The Surviving Corporation agrees, pur-

suant to Section 10-2A-146 of the Alabama Code of 1975, that it may be
served with process In the State of Alabama In any proceeding for the
enforcement of any obligation of Technique, and in any proceeding for
the enforcement of the rights of & dissenting shareholder of Techniqug'
against the Surviving Corporation, and it irrevocably appoints the

Secretary of State of the State of Alabama as its agent to accept ser-

~vice of process In any such proceeding and specifies that a copy of such

process shall be mailed by the Secretary of State to Sterile Design
Acquisition-Alabama, Inc., 15 Scuth Lincoln Street, Clearwater, Florida
33516. The Surviving Corporatiom further agrees that it will promptly

pay to the dissenting shareholders of Technique the amount, if any, to

which they shall be entitled under the provisions of the Alabama Business
Corporation Act with respect to the rights of dissenting shareholders.

17. TErmin%tiun of Merger., This merger may be terminated at any

time prior to the effective date, by the Board of Directors of Techmnique,

the Board of Directors of Design, or the Board of Directors of Acquisi-

tion, notwithstanding approval thereof by the shareholders of any or all
of said corporations,

18. "Piggyback Rights"”, 1Imn connection with the merger, each of

the shareholders of Technique shall be granted "piggyback' rights al-

lowing them to participate In any secondary offering of Design securi-

ties up to that portion of their stock as is equal to the greatest

-]7=




percentage of stock holdings offered by any Design shareholder partici-
pating In such secondary offering,

IN WITRESS WHEREOF, Technique, Design and Acquisition, acting
through their duly authorized officers, have caused their names and
seals to be signed and affixed to thils Plan and Agreement of Merger, and
Daniel C. Hedrick, John DesRochers and Doris Coppage have signed this

77’-'-.

.Plan and Agreement of Merger and affixed their seals, this the

day of _ecfrhe— , 1984.

%= ATTEST: STERILE TECHNIQUE, INC.,
s 8 CcoTrp
O
= .
e By:c‘gé/urz) f : Q‘#ﬂ-«?!/ By:
N Itse Secretary s President

— _
- | .
o ~APPEIF: / - STERILE DESIGN, INC.
; . a corporation
o
B By : fffff::ﬂLl_—JEZ__q:::_
Its President

ATTEST: - STERILE DESIGN ACQUISITION-ALABAMA,
-~ INC., & corporation
’ /?
(I .
B}': ..h'h.. l\ By . "

iel C.

(SEAL)
Jghn DesRochers
C@Ma) é/ %&/{SE&L)

Doris Coppage

ted/Secretay . Its President T
| ( 4?! :f‘% (SEAL)
| Hedrick

~18-




Schedule 1

Shareholdars

The Shareholders of Sterile Technique, Inc., as of the date of the

adoption of the Plan and Agreement of Merger are as follows:

1. Dan Hedrick 50 Shares

* 2. John DesRochers 50 Shares .
3. Doris Coppage 9 Shares
109 Shares
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. STERILE TECHNIQUE,» INC. Scrcpute 2
BALANCE SHEET
OCT. 31, 1983 .
ASSETS
CURRENT ASSETS:
CASH $ 334483.56
M- INVESTMENT 32y 200. 20
ACCOUNTS RECEIVABLE TRADE 342:563.85
COMMISSTION ADVANCES Z20+2B87.77
OTHER RECEIVABLES Sy 069.82
INVENTORY - 368, 703.08
TOTAL CURRENT ASSETS $ E00,030.08
FIXED ASSETSy AT COST:
TRUCKS 4y 4Q03.00
FURNITURE AND EQUIPMENT 18y547.35
| ESS ACCUMULATED DEPRECIATION (8y4B0.94)
NET FIXED ASSETS 144269, 41
OTHER ASSETS:
LOAN CHARGES 925. 00
cg DEPOSITS L e
o TOTAL ASSETS $ Bi161779.49
g | —
CCS LIABILITIES AND EQUITY
CURRENT LIABILITIES: -
- ACCOUNTS PAYABLE $ 4201874.47
g NOTES PAYABLE CREDIT LINE 1344890, 88
CURRENT PORTION LONG TERM DBT 134394, 35
SALES AND PAYROLL TAXES PYELE Gy 725. &4
ACCRUED EXPENSES 9y 7468.54
TOTAL CURRENT LIARILITIES $ 588y605.68
i ONG TERM DEBT 284 4469, 79
TOTAL LIABILITIES 617+075.47
STOCKHOLDERS® EQUITY: ]
COMMON STOCK 11110.20
ADDITIONAL PAID-IN CAPITAL 63,240, 00
RETAINED EARNINGS S11644.39
CURRENT NET INCOME 83,909, &3
TOTAL STOCKHMOLDERS' EGQUITY 199, 704 . Q2
TOTAL LIABILITIES AND EGQUITY % Bl16+779.49

ek S — L Al p— ————— e b — ——
P e S S T B R N W PR S —— e

SEE ACCOUNTANTS® COMPILATION REFPORY

X TMVESTMENT  consesTs a,‘f‘ Sterfe ﬂ’.ﬁjﬂ L STk . \W
H@:jer book mlue reduced 57' #30, 000 and Ww
- adividual  starebo [der /Ceef' 4000 Shares a,{
5 ,Sf?FT&?,D&ﬁ%ﬁagﬂﬁmw. S/ck




STERILE TECHNIQUEs INC.
| STATEMENTS OF INCOME
| FOR THE PERIODS ENDED OCT. 31y 1983
1 MTH. ENDED 4 MTHS ENDED
OCT. 31 1983 PERCENT OCT. 31y 1983 PERCENT

— ke e i i el S S S i pi— e e e . - e e sk Swr AL SN T e e el E— et — ) S

ppeanies.  osappeesl L el S ey el S - -

SALES $ 2611055.60 100.20 S 1.093,112.80 100.00
DISCOUNTS (839.82)  (.32) (1,962.16)  (.18)
TOTAL SALES 26013216.58  99.68 1,091,14B.64  99.82
COST OF SALES:
PURCHASES 198,183.99  75.92 810y681.95  74.16
FREIGHT 958.73  0.37 4y 613.62  @.42
COST OF SALES 1994 142.72 76.2 815y215.57 74.58
| GROSS PROFIT 611073.86  23.39 275+933.07  25.24
_ EXPENSES®
i SALARIES 20+986.62  B.04 63:575.76  5.82
COMMISSIONS 22:059.18  7.6B £2+25%.03  5.7@
l EMPLOYEE BENEFITS - &%0.46  B.25 44470.18  ©.41
| ADVERTISING 611.45  0.23 1,562.57  @.14
- TRUCK EXPENSE 21169.14  ©0.83 61145.80  ©.56
l = DEPRECIATION 542.56  0.21 55178.24  ©.20
1 oy INSURANCE 1,396.10  8.53 3,210.51  ©.29
; s TRAVEL AND ENTERTAINMEN 3,300. 15 1.26 12,600.18  0.99
) £ REPAIRS AND MAINTENANCE .00 0.0 T 452,92 .04
1 ¢ TELEPHONE 15136.59 0. 44 4y 606,16 @. 42
| &) VUTILITIES 21%5.64  0.08 779.92  ©.97
| RENT OFFICE 1,560.00  @.40 £1240.80  ©,57
| _ OFFICE SUPPLIES 553.89  0.21 21135.93  0.20
’| S  POSTAGE 120.02 .05 329.35  0.03
< SAMPLES .00  0.00 11+089. B1 1.01
I LEGAL AND ACCOUNTING 475.00 2 ©.18 2,075.00  0.19
| DUES AND PUBLICATIONS 0.00 ©.90 167.90  0.02
: TAXES AND LICENSES  44b. 40 0.17 446.40 2 ©.04
MISCELLANEOUS 17.36  @.01 37.36  ©.00
CONTRIBUTIONS 25.080  0.81 60.00  ©.01
TOTAL EXPENSES 54,285, 46 20,79 182, 688.34 16,71
OPERATING INCOME 6,78B.40  Z2.60 93y324.73  B.54
) OTHER INCOME (EXPENSE)®
3 OTHER INCOME 153,16  2.06 764.21 .97
i INTEREST EXPENSE (3:045.32) (1.17) (12+179.31)  (.93)
| NET OTHER (24892.16) (1.11) (9:415.10)  (.Bb&)
i INCOME BEFORE TAX 3y 896. 24 1.49 83,909.63  7.68
|

A e el S el S B S e -

SEE ACCOUNTANTS® COMPILATION REPORT




Schedule 3

Schedule of Aasset Location

All tangible assets of Sterile Technique, Inc. are in existence and
-are in the possession of Technique at Suite K, 245 Riverchase Parkway

East, Birmingham, Alabama. No other tangible assets of Technique are

located elsewhere.

00 26 we845
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Schedule 4

Schedule of Liens and Encumbrances

There are no liens and encumbrances with respect to any of the

property or assets of Sterile Technique, Inc.
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Schedule 5

Schedule of Contracts

Sterile Technique, Inc., has no outstanding leases, contracts, or

other obligations which are not terminable or cancellable by it without

penalty on sixty (60) days' notice or less, or which involve financial

obligations of Technique in excess of $1,000.00, except its lease for
the premises located at Suite K, 245 Riverchase Parkway East in Bir-
mingham, Alabama, which lease expires, according to its terms, on
February 28, 1985. Technique is not a party to any labor or collective
bargaining agreement. Technique 18 not a party to any employment
contract with any of i1ts employees which 1s not terminable by Technique
on sixty (60) days' notice or less, or which involves compensation for
any such emplovee in excess of 326,000.00 per year, except that the
following employees of Technique are paid in excess of $20,000.00 per
year: Don Hedrick, John DesRochers, and Nancy Musgrove. The following
independent contractor sales repregentatives have agreements not term-

inable on 60 days' notice, or less: John Frazier, Bill Slack, Bob

Blanchard. Technique is not a party to any stock bonus, stock cption,

L
or sBtock purchase plan or any other bonus or incentive plan. -




Schedule 6

Schedule of Transactions

The Certificate of Amendment of Sterile Technique, Inc. has been
amended on one occasion since Qctober 31, 1983, fhat amendment in-
creased the authorized stock of the corporation from 100 shares, par
value $10.00 per share, to 200 shares, par value $10.00 per share. A

copy of such Amendment to the Certificate of Incorporation of Sterile*

Technique, Inc. is attached to this Schedule as Exhibit "A."
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Schedule 7

There 18 no Schedule 7 to this agreement.
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STERILE DESIGN, INC.
AND SUBSIDIARIES

Consolidated Financial Statements
June 30, 1984 and 1983

(With Auditors' Report Thereon)

800K 26‘ PAGE 850
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MARWICK 1Y By 12

baapa T lorid, tras

The Board of Directors
Sterile Design, Inc.:

We have examined the consolidatad balance sheets of Sterile Design, Inc.
and subsidiaries as of June 30, 1984 and 1983 and the related consolidated
statements of operations, stockholders' equilty and changes in financial
position for each of the years in the three~year period ended June 30,
1984, Our examinations were made in” accordance with generally accepted
auditing sctandards and, accordingly, included such tests of the accounting

recotds and such other auditing procedures as we considered necessary in
the circumstances.

In our opinion, the aforementioned consolidated financial statements

present fairly the financial position of Sterile Design, Inc. and subsidi-
arles at June 30, 1984 and 1983 and the results of their operations aad the
changes in their finane{al position for each of the years fa the three-year

perlod ended June 30, 1984, in conformity with generally accepted
dccounting principles applied on 1 consiscent basis.

800 26 by 551

&

August 24, 1984 except as to
notes 5 and 9 which are as
of September 20, 1984
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STERILE DESIGN, INC.
AND SUBSIDIARIES

Consclidated Balance Sheets

June 30, 1984 and 1983

Assets

Current assets:

20 m 852

BO0K

. Cash

Restricted cash funds

Accounts receivable (notes &4 and 5)
Due from officers and ‘employees
Inventories {(notes 2, 4 and 5)
Prepald expenses and other

Total current assets

Property, plant and equipment (notes 3, 4, S and 7)
Less accumulated depreciation and amortization

Net property, plant aﬁd equipment

Advarnces on distributor purchases (note 9)

Patents, net of accumulated amortization of
584,000 1in 1984 (note 9)

Distribution rights, net of accumulated
amortization of $43,268 in 1984 (note 9)

Other assets |

v

1984

275,352
107, 486
4,225,100
25 117
4,135,715

98,951 .

8,867,721

19813

31,475
2,059,104
27 , 448
2.862. 478
30,629

S 641,442
780,666

5,011,134

2,611,900
354,863

4,860,776

2,257,037

409,868
1,176,000

1,037,632
35,732

1,260,000

22,180

$ 16,387,729

8,550,351

See accompanying notes to consolidated financial statements.




e
Liabilities and Stockholders' Equity 1984 1983
Cufrent liabilities: *
Note payable to bank (notes &4 and 5) $ 4,906,375 2,974,125
Current installments of loag-term
debt (note 5) | 358,463 532,165
12X note payable to shareholders - 105,335
Accounts payable and accrued expenses 2,104,331 1,814,140
' Total current liabilities 7,369,169 5,425,765
Long-term debt, less current inscallments
(note 5) 4,010,366 545,207
(2 Total liabilities 11,379,535 5,970,972
Ve , —
g Stockholders' equity (notes 8 and 9);
Common stock, $.001 par value. Authorized
Egi 5,000,000 shares; issued 1,169,800 shares
in 1984 and 1,006,050 shares in 1983 1,170 1,006
Additional paid~in capital 5,808,642 2,281,717
§ Retained earnings (accumulated deficit) (751,618) 296,058
-2

5,058,194 2,579,379
Less note receivable from exercise of
stock option (50,000) -

52,008,194 2,579,379

&

Commitments and related party transactions
(notes 7 and 9)

$ 16,387,729 8,550,351




STERILE DESIGN, INC.
AND SUBSIDLARILES

Consolidated Statements of Operations

Years ended June 30, 1984, 1983 and 1982

1984 1983 - 1982
Net sales $ 15,160,109 9,794:050 4,661,419
Cost of sales \1,732,972 7,556,127 3,105,944
Gross profic 3,427,137 2,237,923 1,535,475
Selling, general and administracive
expenses 3,752,810 1,922,706 1,037,303
Operating income {(loss) (325,673) 315,217 518,172
Other income {deductioans): .
:F; Interest expense (note 10) (689,692)  (408,400)  (155,401)
an Interest income 22,515 98,468 25,463
vt Loss on retirements of equipment (55,424} - -
— .
- (722,601)  (309,932)  (129,938)
S |
N Earnings (loss) before -
income taxes (1,048.,274) 5,285 3BE 234
e
EE Income tax expease (benefit)
(note 6) - (30,000) 45,000
Net earnings (loss) $ (1,048,274) 35,285 341,234

See accompanying notes to consolidated financial statements.
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STERILE DESIGN, IhC.
AN SUBSIDIARLES
Consolldated Statuvments of Stockholders' Equity
Years ended June 30, 1984, 1981 and 1982
Addi- Fetalned Hote recelv- Let
. tlonal earanlings able from stock-
Comaan stock paid-in (accumulated exerclse of helders”
Shares Asount capical deficit) stock option equity
Balance ar June 30, 1951 760,000 § 760 51,562 {79.,86)) - {27,541
Sale of 98 _ 500 shares ap $5
per shapw ) 98,3500 39 492,402 - .- 592,501
Net earnlags - - - 341,234 - 341,234
Balance at June 30, 1982 858,500 B59 543,964 281,371 - B06 , 194
Sale of L Q000 shares at $7.50
per share &, 000 4 29,9946 - - 30,000
Sale of 38,550 shares at 512
per shate, less issue costs 8,550 g 447 B62 - - GGl 900
Shareg issued for purchase of Cardio
Hetrics, Incs (note %) 105,000 195 1,259 895 - - 1,260,000
el earniogs - -~ - 35,285 - 35,285
Balance at June 10, 1983 1,006,050 1,006 2,281,7if 296 656 - 2,579,379
5ale of 124,900 shares at $26 pet i
share, leszs Issue cost 124,900 125 3,226,839 - - 1,226,954
Purchase aod retirement of 10,000 shares
of stock at 526 per share {cote 9) {L10,000) {1Q) (259 ,990) - - (260,00
Frxercise of stock optioos e
at 55 to 516.50 per share 213,000 23 216,977 - (50,000} 187 .00
shares Issued for purchase of
discributer {(note 9} 2% ,850 26 323,099 - - 33, 12:
et loss - - - (1,048 274) - (L.,045 274
2alance ac fyne J0, 1984 1,169,80C § 1.170 5,808,642 (751,618) (50,000} 3,004 1.
See accoopanyling notes to consolidated fioancial scatements.
B ige,
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STERILE DESICGN,

INC.

AND SUBSIDIARIES

Consolidated Statements of Changes

In Financial Position

Years ended June 30, 1984,

Saources of working capital:
- Net earnings (loss)
Items that did aot use {(provide)
working capital: .
Depreclation and awmortization
Deferred income Ctaxes
Loss on retirements of equipment

Working capital (used) pro-
vided by operations

Proceeds frowm long-term borrowings
Proceeds from issuance of stock
Other

Decrease in worklng capital

26 mer 806

800K

$

Uses of working capital: ,

Additions to property, plant and
equlipuent

Advances on distributor purchases

Purchase of distributors

Purchase of patents

Reduction in long-term debt

Classification of notes payable to
shareholders to current

Purchase and retirement of stock

Other i

‘. Increase in working capital

1982

Jal, 234

61,?pﬂ
32,700

435,634

885,694
492,501
4,108

1,817,937

972,947

260,981

584,009

[981) and 1982
1984 1983
$ (1,048,274) 35,285
601,629 250,068
- | {30,000)
55,424 -
(391,221) 255,353
4,503,104 358,240
3,737,089 1,737,900
55,732 -

- 1,157,277
7,904,704 3,508,770
3,189 256 1,499 646

409,868 -
1,080,900 -

- 1,260,000
1,037,945 555,387

- 183,217

260,000 -

13,552 10,520
1,913,183 -
7,904,704 3,508,770

1,817,937

{Continued)
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STERILE DESIGHN, INC.
AND SUBSIDIARIES

Consolidated Statements of Changes
in Financial Position, Continued

. 1984- 1983 1982
Changes in components of working capital: '

Increase (decrease) in current assets: | |

. Cash $ 243 877 (13,029) 18,583
Restricted cash - 107,486 - -
Receivables 2,163,665 1,143,436 672,508
Inventories 1,273,237 1,943,228 594,205
Prepaid expenses and other 68,322 (12,211) 24,033

3,856,587 3,061,424 1,309,330

Increase (decrease) In current

= liabilicies: Co

WD Note payable to bank 1,932,250 2,318,612 505,513

Qe Cutrent installments of long~term
c debt - (173,702) 391,939 108,580
o Notes payable to shareholders (105,335} 105,335 -

j Lo Accounts payable and accrued

O\ expenses 290,191 1,402,815 113,228
o {,943,404 4,218,701 725,321
L
2 Increase (decrease) in working

capital $ 1,913,183 (1,157,277) 584,009

¢

See accompanying notes to consolidated financial statements.
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STERLLE DESIGN, TNC.
AND SUBSIDIARIES

Notes to Consolidated Fipnancial Statementcs

June 30, 1984, 1983 and 1982

(1) Sumnaqy of Significant Accuunting Policies

oo 26 moe 838

(a) Background

(b)

(c)

(e)

(£)

Scerile Design, Inc. was incorporaced July 16, 1979. -The Cowpany
primarily assewmbles custom procedure trays for hospitals and other
institutions in the health care industry. The Company's plants jre
located in Safety Harbor and Tampa, Florida; Sacramento, California:
and Olathe, Kansas.

The consolidacted financial statements include the accounts of the
Company and its wholly-owned subsidiaries. All waterial intercompany
balances have been eliminated in consolidacion.

Inventories

Inventories are stated at the lower of cost (firsi—in, first=out (FIFQ)
method) or market.

Property, Plant and Equipment

Property, plant and equipment are stated at cost and are depreciatead
using the straight-~line wmethod over the estimated useful lives of the
assets,

Amortization of Patencts andjE}stributar Rights

Patents are being amortized on a straight-line basis over the remalning
lives of the patents.

Distributor rights are being amortized on a straight-line basis over
the remaining lives of the original distributor agreements.

Income Taxes

Deferred income taxes are recognized for income and expense items that
are reported for financial purposes in different years than for incoce
tax purposes.

[

[nvestment tax credits are recorded as a reduction of the provision for
Federal income taxes in the year utilized,.

Research and Development

Expenditures for research and developwent are expensed in the year
irnicurred. Expense was $530,283 for 1984 and $393,527 for 1981.

(Continued)
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STERILE DESIGN, INC.
AND SUBSIDIARIES

Hates to Consolidated Financial Statemeﬁts

(2) Inventories

Inventories consist of che following:

| 1984 1983
Raw materials $ 3,121,338 2,433,825
Work in process and finished goods 1,014,377 428,653

$ 4,135,715 2,862,478

(3) Property, Plant and Equipment

Property, plant and equipment consists of the following:

-
Eg% 1984 1983
2 Land s 179,234 -
Building ' - 891,900 -
O Leasehold improvements . 538,542 321,115
o Machinery and equipment 2,649,781 1,541,954
Furniture, fixtures and office
= equipnent 1,352,860 692,295
a Transportation equipment 29,125 56,535

; $ 5,641,442 2. 611,900

(4) Note Payable to Bank

Note payable to bank at Jume 30, 1984 represents a priawe plus .5% demand

note with a maximum limic of $5,000,000. See note 5 for information
regarding covenants and pledged assets.

{Continued)
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STERILE DESIGN, INC.
AND SUBSIDIARIES

Hotes to Consolidated Financial Statemeqts

. (5) Long-term Debt

Long-term debt consists of the following:

. | 1984 -+ 1983

Prime plus !Z note  payable to bank, due
in monthly principal installwments of
523,810 plus {nterest, with a bal-
loon payment of $599,974 due

February [, 1989#* s 1,909,524 -
Prime plus 1.23% note payable to share-—
holders due July 5, 1985 1,500,000 -
P Note payable with interest at 75% of
O prime, secured by land and building '
Ol held by trustee under an industrial
Eé revenue bond indeature due in in-
t e creasing quarterly installments of
o 16,000 to $36,000 plus interest
AN through January, 1994 967,156 -
Prime plus 1% note payable to bank = 394,058
- Prime plus 1.5% note payable to bank - 520,510
S  Other | 31,746 162,804
| 4,408,426 1,077,372
Less unamortized financlng costs 39,597 -
Less curreat {nstallments 358,463 532,165

$ 4,010,366 545,207

* Restrictive covenants for the installment note as well as the note
payable to bank require, among other things, that the Company malatain
cercain ratios, working capital levels and net worth levels. The
Company was in violation atr June 30, 1984 of certaln requirements.
However, these requirements at June 30, 1984 were waived by the bank.

In September, 1984 an additional $3500,000 was loaned to the Company by
certain shareholders.

(Contiaued)
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STERILE DESIGH, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Substantially all assets are pledged to secure the note payable to bank and
vy long-term debt.

' Maturities of long-term debt are as follows:

1985 $ 358,463
| B 1986 1,862,422
o 1987 366,852
? | 1988 371,372
| 1989 859,759

@ (8) Income Taxes

The Company recognized substantial losses in 1984 for finmancial and tax
reporting purposes. The Company-has available net operating loss carry-
forwards of approximacely §1,100,000 for Federal income ctasx purposes and

approximately §$1,000,000 for financial reporting purposes which, if not
utilized, expire on June 30, 1999,

- PRy TS PR TR ——"ny T LT

~ The Company has carryforwards of investmenc tax credits of $400,000, re-
‘search and development credits of $90,000 and job tax credits of $20,000.
1f uoused, these credits will expire from June 30, 1997 to June 30, 1999,

AL e Rl W

bor momlw

The actual tax expense (bénefit) differs from the expected tax expense

(computed by applying the U.S. Federal income tax rate of 46X to eartings
(%nus)) as follows:

soot 20 mexe 861

S = cwre . D

1984 1983 1982
Computed “expected” tax expense
i (benefit) $ (482,000) 2,000 178,600
: ' Surtax exemption ' - - (19,500)
| Investment tax credits- - (156,000) (73,500)
-. . Research and development tax credits - (41,000) (43,200)
Job tax credits - (11,000) (6,000)
State {ncome tax, net of Federal
benefic - - "10,600
Limitation of benefit recognition |
to total of prior year taxes
refunded and deferred tax credits 482,000 176,000 -
S - (30,000) &7 ,000

(Continued)
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SDTERLILE DESIGN, ItHC.
AND SUBSIDIARIES

Notes to Conscolidated Financial Statements

Ine components of income tax expease (benefit) are as follows:

Current Deferred Total
1983: .
Federal S - (30,000) (30,000)
State | - - L -
S - (30,000) (30,000)
1982:
. Federal . -~ 28,000 28,000
State 14,300 4 700 19,000 ¢
$ 14,300 32,700 47,000

Deferred incowe taxes result from tax depreclation in excess of deprecia-
tion reported for financial purposes. Deferred tax credits will be
restored in future years as tax credit carryforwards are utilized.

(7) Commitments and Related Party Transactions

i On March 1, 1984, the Company purchased the Safety Hacbor plant vhich it

| o) had previously leased from an investor group that includes certain of the
g - Company's officers. The total purchase price was $831,000. During 1333
| L) and 1984, the Company also leased its corporate offices and Olathe pluact
? Eé from the iavestor group. In September 1984, the corporate offices were
5 *  sold by the investor group to an outside party which will continue to lease
? (O the offices to the Company. The Tawmpa and Sacramento plants are leased
: O from third parties. TFacllities lease expense was $603,000 1in 1984,
; 239,000 1in 1983 and $61,000 in 1982 to related parties and $279,000 fin
! m 1984 and $140,000 in 1983 to third parties. The minlmum commitments under
’ 2 such leases for the next five years are as follows:
Year ended Related Third
June 30 7 parties parties Total

1985 $ 252,000 514,000 766,000

1986 252,000 440,000 692,000

1987 252,000 374,000 626,000 '

1988 252,000 373,000 625,000

1989 252,000 286,000 538 , 000

The Company has guaranteed $1,200,000 of Industrial Revenue Bonds for cthe
construction of the Olathe plant which is owned by the lavestor gcoup.

(Continued)
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STERILE DESICN, [NC.
AND SUBSIDIARIES

llotes to Consolidated Financial Statements

..{8) Stock Options and Warrants

The Cowmpany has an Incentive Stock Option Plan (ISOP) whereby options to
purchase an aggregate of 130,000 shares of common stock may be granted to
employees of the Company. The option price shall be at a price deternined
by the Coompensation Committee of the Board of Directors, but not less than
the fair market price of the common stock on the date of grant of the
option. Options are granted for periods of five to ten years. All options

are subject ro continued emplcyment and may be exercised after one vear of
employaent.

A summary of options outstanding at June 30, 1984 are as follows:

o Shares covered Exercisable ‘
e by granted Option at June 30, Fiscal year
G0y options price 1984 of expiration
CJ .
= 40,000 § 5.00 40,000 1991 - 1992
W 5,000 12.00 5,000 1993
N 17,500 26.00 - 1988 ~ 1994
62,500
< |
| -]
[ = ]

In 1984, ISOP options to purchase 32,884 shares were issued, options to
purchase 12,000 shares at $5 per share and 1,000 shares at $12 per share
frere exercised, and options to purchase 50,884 shares lapsed due to termi-
nation of employment. In addition, nonqualified options to purchase 10,000
shares at 516.50 per share were exercised duting 1984,

A summary of warrants outstanding at June 30, 1984 are as follows:

Number Price per Fiscal year

of shares share of expiration
30,000 $ 26.00 1989
20,000 30.00 1993
20,000

(Continued)




STERILE DESIGN, LINC.
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(9) Acquisitions

Fiscal 1983

26 me 304

800K

Cardio Metrics, loc.

In June, 1983 the Company exchanged 105,000 of its shares for all the
outstanding stock of Cardio Metrics, Inc. (CMI). The only assets of

CMI were patents. CMI had no llabilities. The exchange of stock was
accounted for as a purchase. CMI's sole purpose was to hold patents
and it had no other operations.

The value of the shares at the date of the exchange was $1,260,000.
This value was assigned to the patents at June 30, 1983 and will be
amortized over 15 years, the remaining life of the patents.

Of the 105,000 shares, 52,500 are to be held in escrow until $4,000,000
of sales of products related to the patents have been made during any
consecutive six months prior to June 30, 1986. If the $4,000,000 has
not been reached by June 30, 1986, then a pro rata portion of the
52,500 shares based on the highest revenues obtained for any consecu-
tive s3ix months will be released. The total 105,000 shares have been
registered in the names of and can be voted by the shareholders of CMI.
Per the escrow agreement, the Company has also committed to provide
31,000,000 for tooling, molds and development of products related to
the patents. Fallure of the Company to provide the funding would
result in the release of all escrowed shares regardless of revenues
generated,

The Company has signed an employment agreement with the past President
and major shareholder of CMI.

Fiscal 1984

prmar

In February, 1984 the Company purchased distributor rights {t had
previously granted to Hospital Stevile Products, Inc. (HSP}, ics
distributor located In Atlanta, for $625,000. The Company also
purchased and retired 10,000 shares of its own stock for $260,000. HSP
exchanged approximately $200,000 of inventory with the Company in
settlement of its trade payable to the Company of a similar amount.

The distributor rights are being amortized over approximately seven
years, the remaining life of the distributer agreement.

{Continued)
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(b} Medi-Pac, Inc.

In May, 1984 the Company purchased the assets of Medi-Pac, Inc., its
distributor located in Houston. The purchase price consisted of 25,850
shares of the Company’s stock and approximately $132,000 of trade pay-
able due froum MPY to the Coampany in excess of tangible assets pur-
chased. Distributor rights were assigned a value of approximately
$455,000 and are being amortized over approximately seven years, the
remaining life of the distributor agreement, |

In connection with the purchase, the Company exercised an agreement
with MPI whereby, in the case of a future stock offering of the Cowmpany
of $3,000,000 or more, MPI would have che option to put and the Company
would have the option to call 10,000 shares of the Company's stock held
by MP1 for the greater of $20 per share or 80% of .the offering price.

ook 20 meeSHS

Acquisitons to be Closed in Fiscal 1985

Subsequent to June 30, 1984, the Company signed agreemeats to purchase
Hasek and Asscoclates, Inc. (Tampa), Sterile Technique, Inc.
(Birmingham) and Custom Medical Products, Inc. (Orlando) and were
negotiating a purchase of Hospital Associates (Pennsylvania) and Custom
Hospital Products, Inc. (St. Louis). The total purchase price of these
distributors 1is approximately $930,000 cash and 180,000 shares of the
Company's stock., Of the $930,000, approximately $410,000 had been
advanced to the distributors at June 30, 1984 and is reflected as
advances for distributor purchases. A substantial portion of the
purchase prices will be assigned to the value of acquired discributor

¥ rights.

(10) Capitalization of Interest Costs

Interest costs are capitalized for qualifying assets during the asset's
acquisition period. The cowoponents of interest cost are as follows:

1384 1383
Total interest $ 711,603 460,129
Less interest capitalized 21,911 51,729
Interest expense S 689,692 408,400

*

"0 interest caost was capitalized in 1982.
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Birmingham, Alabama

§34,852.01
October 9, 1984

PROMISSORY NOTE

FOR VALUE RECEIVED, the undersigned STERILE DESIGN, INC., 2
corporation organized and existing under the laws of the State of Florida
(hereinaftrer referred to as the "Maker"), hereby promises to pay to
DANIEL C. HEDRICK, the sum of Thirty-Four Thousand, Eight Hundred
Fifty-Two and 01/100 pollars ($34,852.01), at Suite K, 245 Riverchase
parkway East, Birwingham, Alabama, or at such other place in Jefferson
County, Alabama, as any holder hereof may designate in writing.

- Payment of principal shall be made in three monthly install-
ments of Five Thousand and no/100 Dollars ($5,000.00), the first of such
{ngtallments to be due and payable on the 28th day of January, 1985, and ¢
one of such installments to be due and payable on the 28th day of each
successive month thereafter, The remaining balance of Nineteen Thousand,

Eight Hundred Fifty-Two and 01/100 Dollars (519,852,01) shall be paid on
July 5, 1985,
Said installments shall bear no interest; provided, however,

that if any installment is not paid when due, gaid installment shall
bear interest at the rate of twelve percent (12%) per annum.

The Maker hereof, at its option, may pay., without penalty, all
or any part of this promissory Note at anytime before maturity.

26 w866

This note is subject to the rights of indemnification set
forth in the Plan and Agreement of Merger, dated the 9th day of October,
1984, by and among Sterile Technique, Inc., Daniel C. Hedrick, John
peaRochers, Doris Coppage, Sterile Design, Inc. and Sterile Design

Acquisition-Alabama, Inc.

BOOK

1f any installment ig not pald within thirty (30) days after
the same is due and payable, the entire balance of the principal and
accrued interest shall, at the option of the holder, become {mmediately

due and payable without notice.

his Promissory Note hereby agrees

kach Maker and endorser of t
ote, including reason-

to pay all costs of collection of this Promissory N
able attorneys' fees.

ker of this Promissory Note or any other

sions of time for payment of any sums
lease or affect the liability of Maker.

The granting to the Ha

| person of any extension or exten
due hereunder shall in no way re
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The undersigned hereby waives presentment, demand, protest,

otice of protest and any defense by reason of extension of time for
ayment or other indulgence granted by any holder hereof, and hereby

aives all rights of exemption under the Constitution and laws of the
tate of Alabama.

MAKER:

STERTLE DESIGN, INC.

|
|
o <=2V
: ; : By:
! | | Its President

'[Cn*pnrlta Seal]
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$34,852,01 Birmingham, Alabama
October 9, 1984

PROMISSCRY NOTE

FOR VALUE RECEIVED, the undersigned STERILE DESIGN, INC., a
corporation organized and existing under the laws of the State of Florida
(hereinafter referred to as the '"Maker™), hereby promises to pay to JOHN
DESROCHERS, the sum of Thirty-Four Thousand, Eight Hundred Fifty-—

Two and 01/100 Dollars ($34,852.01), at Suite K, 245 Riverchase Patkway
East, Birmingham, Alabama, or at gsuch other place in Jefferson County,
Alabama, as any holder hereof may designate in writing.

Payment of principal shall ba made in three monthly install-
ments of Flve Thousand and no/100 Dollars ($5,000.00), the first of such
jnstallments to be due and payable on the 28th day of January, 1985, and
one of such installments to be due and payable on the 28th day of each
successive month thereafter. The remaining balance of Nineteen Thousand,
Eight Hundred Fifty-Two and 01/100 Dollars (519,852.01) shall be paid on
July 5, 1985. '

Said installments shall bear no interest; provided, however,
that if any installment is not paid when due, said installment shall
O bear interest at the rate of twelve percent (12%2) per annum.

The Maker hereof, at its option, may pay, without penalty, all
or any part of this Promisscry Note at anytime before maturity.

b rue S0

, This note is subject to the rights of indemnification set
- Q™ forth in the Plan and Agreement of Merger, dated the 9th day of October,
1984, by and among Sterile Technique, Inc., Daniel C. Hedrick, John
= DesRochers, Doris Coppage, Sterile Design, Inc, and Sterile Design
2 Acquisition-Alabama, Inc.

1f any installment is not paid within thirty {30) days after
the same is due and payable, the entire balance of the principal and
acerued interest shall, at the option of the holder, become immediately
due and payable without notice,

Each Maker and endorser of this Promissory Note herehy agrees
to pay all costs of collection of this Promigsory Note, including reason-
able attorneys' fees.

The granting to the Maker of this Promissory Note or any other
person of any extension or extensions of time for payment of any suns
due hereunder shal! in no way release or affect the liability of Maker,

EJUiHBFFh l”c>




The undersigned hereby waives presentment, demand, protest,
notice of protest and any defense by reason of extension of time for

payment or other indulgence granted by any holder hereof, and hereby
waives all rights of exemption under the Constitution and laws of the

State of Alabama.
MAKER:

STERILE DESIGN, INC,

By:
Its President

[Corporate Seal]
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STATE OF ALABAMA

I, Don éiegelman, Secretary of State, of the State of -
Alabama, having custody of the Great and Principal Seal
of said State, do hereby certify tnac aupiicate originals of articies

of Merger merging Sterile Technique, Inc., an Alabama corporation, into Sterile

Degign Acquisition-~-Alabama, Inc., a Florida corporation

duly signed and verified pursuant to the prﬁﬁisians of Section 10-2A-143, Code of
Alabama, 1975, have been received in this office and are found to conform to law.
Accbrdingly the undersigned, as such Secretary of State, and by virtue of the

authority vested in him by law, hereby issues this Certificate of Merger merging

Sterile Technique, Inc. Into Sterile Design Acquisition-Alabama, Inc.

and attaches hereto a duplicate original of the Articles of Merger.

In Testimony Whereof, I have hereunto

set my hand and affixed the Great Seal of the
State, at the Capitol, in the

City of Montgomery, on this day.

November 21, 1984 .
Date /2
AL Atetgptpnin—

b Don Siegelman Secretary of State




Sacretary of State
State of Alabama

) I
R ~ | hereby oertify that this
is a true and complete copy of

-~ b 4
Ay r:.:.':;::"."-"—'j - _'lc'- ‘*-.J . tha%dzumant filed in this office
- .:' ' . ,‘ - ( ;’?ﬁl o ’.' nn ‘
: . . ‘
e : . - Dated _L[iLI_E‘L.

XS, 00 Secretary of State
Mu Don Siegelman
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