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ERISA
LABOR DEPARTMENT STATEMENT

To: Office of Pension and Welfare Benefit Programs
Labor Management-Services Administration
U.S. Department of Labor
Washington, D.C. 20216

From: Employer: CESCO Chemicals, Inc.
Employer l.D. No.: 91-1552044
Address: 3715 Irongate Rd

Bellingham, WA 98226
Date: 10-5-98

This document constitutes the statement required by
29 C.F.R. 2520.104-23(a)(1) to be filed with the Secretary of Labor in respect to a Nonqualified
Deferred Compensation Plan maintained by the above employer.

The employer currently maintains one (1) Performance Share Plan for
executives who are members of a select group of management or who are highly compensated.

Currently, participants in the Plan are as follows:

Kurt Erickson

Signed

Ka Larsen, Member of the Board of
Directors of CESCO Chemicals, Inc.,
as Plan Administrator



CESCO CHEMICALS, INC

PERFORMANCE SHAREPLAN (TEN YEARS)

1. Purposeof the Plan
The purposeof this Plan is to fI.irther the long-term growth in earningsof CESCO

• Chemicals, Inc. (CESCO) by offering long-term incentives in addition to current
compensation to those• officers and key employeesof CESCOwho will be largely

• responsiblefor suchgrowth.

2. Administration of the Plan /

ThePlan shall be administeredby the CompensationCommitteeofthe BoardofDirectors
of CESCO(the Committee)composedof suchmembers(not lessthan three)as shall be
appointedfrom timeto time by theBoard. No memberofthe Committeewhile servingas
suchshall be eligible for participationin thePlan.

Subjectto the provisionsofthePlan, the Committeeshall haveexclusivepowerto select
the employeesto. be grantedPerformanceShares,to determinethe number of Perfor-
manceSharesto be grantedto eachemployeeselected,to determinethe time or times
whenPerformanceShareswill be granted,to determinethat all participantsshall be of a
single class or to divide participantsinto different classes,and to determinethe time or

• times,and theconditions,subjectto which any awardsmaybecomepayable.

Decisionsanddeterminationsby theCommitteeshall be final and bindingupon all parties,

including shareholders,participants,and otheremployees.•The Committeeshall havethe
authorityto interpretthePlan, to establishand reviserulesand regulationsrelatingto the
Plan, and to makeany otherdeterminationsthat it believesnecessaryor advisablefor the
administrationofthePlan.

3. Participation ~• .

If a subsidiaryof CESCOwishesto participatein thePlan, theBoard of Directorsofthe
subsidiaryshalladoptaresolutionauthorizingparticipationby the subsidiaryin thePlan

Individual participants in the Plan shall be selectedby the Committee from non-

shareholderkey executiveen~ployeesof theparticipatingCESCOCompanies. The term
employee?shall meanany person(including any officer) employedby. the participating

- CESCOCompanies. No employeeshall be excludedbecausehe/sheis also a Directorof
suchCompany. An employeemustbe employedby theCompanyfor threeyearsonafill-
time basisto beconsideredby thecommitteefor participationin thePlan

4. PerformanceShares
Awards under this Plan shall be grantedto a- participant in the form of Performance
Shares,which shall becreditedto aPerformanceShareAccountto be maintainedfor such
participant. Each-PerformanceShareshall be deemedto be equivalentin value to one
shareof CommonStock of CESCO. The awardof PerformanceSharesunder the Plan
shall not entitle the recipient to any dividend or voting rights or any other rights - of a
shareholderwith respectto suchPerformanceShares.

The CommitteeshallgrantPerformanceSharesbasedon theachievementofcompanyand
individual participantsperformancegoalsand objectivesestablishedby the Committee.
Individualjob performanceevaluationswill alsobeconsidered.
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• 4. PerformanceShares (Càntinued) • - • - : • • - - . -•

The CommitteemayallocatePerformanceSharesequalin valueto 10% ofCESCOsnet
• incomebeforeincometaxes(NIBIT), to theextentit doesnotexceedthe excessofNIBIT

over the shareholdersminimum desired return on equity at fair market value (10%).
NIBIT will bedeterminedin accordanceto generallyacceptedaccountingprincipalsissued
by theAmericanInstituteof CertifiedPublicAccountants. • - - • • -

- The~maximurnnumberofPerformanceSharesthat maybe awardedandoutstandingunder
• the Plan shall not exceedanaggregateof400. If any PerformanceSharesunderthe Plan

• shall be forfeited or canceled,sucbPerformanceSharesmay againbe awardedunderthe
• Plan. - - • - -

5. Valueof PerformanceShares • • • • -

The value of eachperformanceShareshall be determinedJanuary1 of eachyear based
upon the valuation method implemented by the Buy-Sell provision of CESCOs

• - - ShareholdersAgreement. -

A PerformanceShareAccountReportshall bepreparedand distributedannually to each -

participant, reflectingthe currentvalue of sharesheld in his account and the amount
• vestedin his accountvalue. - - -

6. Time of Grant of Awards .• • .

The Plan is designedto operateover the ten years (Plan Years) commencingJanuary1,
• 1998. The CESCOBoardofDirectors hasthe option to extendthe length of this plan.

• Grantsof awardsof PerformanceSharesshall be consideredby the Committeeduring
- • - eachPlanyear. • - - • -

7. Right to Paymentof PerformanceShares -

A participantshall haveno right to receivepaymentfor any part of his/herPerformance
• Sharesandall ofhis/herPerformanceSharesshall beforfeitedunlesshe/sheremainsin the

employmentof the participatingCompaniesat all times from the dateof thegrantof the
first awardthroughthelastday ofthefirst PlanYearof theparticipant. Uponcompleting

• • thefirst yearofparticipationin thePlan, a participantwill vest or havea non-fdrfeitable
• right to 10%of thevalueofthe participantsshares. Thefollowing vestingscheduleshall

beestablished:

• • YearsCompleted • • -

- in Plan - Vested%
0 • 0

- 1 10
2 20
3 . 40 -

4 • 60
5 • 80
6 90
7 100
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• 7. Right to Paymentof PerformanceShares- (Continued) • •

TheCommitteemay, if in the Opinion of theCommitteecircumstanceswarrantsuchaction,
approvepaymentof any or all ofPerformanceShareswhich would otherwisebe forfeitedas
a resultof a participantfailing to remain in the employmentof the participatingCompanies

• for therequestedperiod. • - • • • • •

The right to paymentunder thisPlanis an unfunded,unsecuredobligationof CESCOto pay
• participantsin accordancewith.Plai~provisions. It is nota securityissuedto the participants.

8. •Form and Timing of Payment - • • - - -

Theparticipantshall receivepaymentof thevestedvalueofhis/hersharesin ten equalannual
• installments,or a single lump si.im, beginning in the year following the earlier of these

triggeringevents: a) terminationof employment;b) his/hernormalretirementdate;c) death;
or d) total disability. Paymentshall be madeto the holderof PerformanceShareswholly in
cash. . - . -

Should CESCObe acquiredby other investors,all PerformanceSharesshall be paid to the
participantsat thetime ofsaleto the extentoftheirfill value. Shouldthe Committeechoose,
PerformanceSharesmay be exchangedfor actual sharesof CESCOstock in lieu of making
annualinstallmentsor lump sumpaymentfor PerformanceShares.

9. Dilution and Other Adjustments • - • •

In the eventof any changein theoutstandingsharesof CommonStockof CESCOby reason~
• of any stock- dividend • or split, recapitalization, merger, consolidation, spin-off,

reorganization,combinationOr exchangeof sharesor othersimilar corporatechange,thenif
the Committeeshall determine,in its sole discretion,that suchchangeequitably requiresan
adjustment in the number or kind of PerformanceShares then held in participants

• PerformanceShare Accounts, or which may be awardedto any one employee, or an
adjustment in any measuresof performance,such adjustmentsshall be made by the

• Committeeand shallbe conclusiveandbinding for all purposesofthe Plan. • -•

- - - 10. Payroll Taxes • • • • -

The Companyshall havetheright to deductfrom all awardspaid in cash,any taxesrequired
by law to be withheld with respectto suchcashawards. -

Currently,thepayroll tax lawsrequirepaymentofFICA andMedicaretax on thePlan value
- when it is nO longer subject to substantial risks of forfeiture. Therefore,FICA and
Medicaretaxeswill bedueon th~valueofthe performancesharesastheybecomevestedin
accordancewith Section7 ofthis Plan,lessthePlan valuepreviouslyreportedand subjectto
FTCA and Medicaretaxes. CESCOwill pay the employc~(participant)portionaswell asthe
employ~rportion of thesepayroll taxes. However,Ihe employ~portion (currently 7.65%)
will be treatedascompensationto the employeein the yearpaid by CESCOand subjectto
appropriatewithholding taxes. Thesetaxeswill be withheld from the employeesnormal

• compensationorcashawardspaidfrom thePlan.
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11. MiscellaneousProvisions • • •

A An employeesrights andinterestunderthePlanmaynot beassignedortransferred In the
caseof an employeesdeath,paymentof PerformanceSharesdueunder this Plan shall be
madeto his designatedbeneficiary,or in the absenceof such designation,by will or the
lawsofdescentanddistribution

B, No employeeor otherpersonshall haveany claim or right to be grantedan awardunder
thisPlan NeitherthisPlan norany actiontakenhereundershall beconstruedasgiving any
employeeany right to be retamedin the employofany participatingCompany

C As usedin this Plan,thefollowing termsshall havethefollowing meanings
. Total disability - meansa completeand permanentinability by reasonof illness or

accidentto performthe dutiesofthe occupationat which a participantwas employed
by a participatingCompanywhensuchdisability commenced.All determinationasto
the dateand extent of disability of any participant shall be madeby the Committee,

- uponthebasisofsuchevidenceastheCommitteedeemsnecessaryand desirable.
• Subsidiary- meansany corporationa majority of whoseoutstandingstock entitled to

voteis owned,directly or indirectly, by CESCO. • -•

12. Cancellationof PerformanceShares
In additionto cancellationby forfeitureasaresultof failure to completetherequisiteperiodof

employment or failure to earn awardsby meeting performancegoals and objectives, the
Committeemay cancelPerformanceShareswith the written consentof an employeeholding
suchPerformanceSharesgrantedto him underthe Plan In the eventof any cancellationall
rights of the former holderof suchcanceledPerformanceSharesin respectof suchcanceled-

Sharesshall terminate,and suchSharesshall be availablefor furthergrantin accordancewith
thePlan. • • • • -

13. Amendmentsand Termination
TheBoard ofDirectorsmayat any time terminatethisPlan or amendit to changethetime of
grant of awardsand the length of award periodswith respectto awardsnot theretofore
granted,providedthatno suchactionshall adverselyaffect any right or obligationwith respect

• to any awardtheretoforegranted. - • • -

• The Committee will vote on continuation of this plan sometime in December 2008.
• • Otherwise,theright to grantawardsunderthis Plan shall terminateautomaticallyat the close

of businesson December31, 2008, or upon the grantingof awardsequaling the maximum
authorizedunder the Plan, whicl~evershall occur first, and, thereafter,the function of the
Committeewill belimited to supervisingtheadministrationofawardspreviouslygranted.

14. Effective Dateof thePlan
ThePlanshallbe effectiveasofJanuary1, 1998.

Adoptedthis S~ day of: Cc,to ber 1998 -

uponresolutionoftheCESCOChemicals,mo.
BoardofDirect,~,~,~

Karl- Larsen,President -

CESCOChemicals,Inc.
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