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January2s,2001 2520053320703

lop Hat Plan Exemption
Pensionand WelfareBenefitsAdministration
Room N-5644
U.S. Departmentof Labor
200 Constitution AvenueN.W.
WashingtonD.C. 20210

Re: ACTION WAREHOUSECo., LTD. SALARY CONTINUATION PLAN

Dear Sirs:

In compliancewith 29 C.F.R. 2520.104-23which providesan alternative
methodof compliancewith the reporting and disclosurerequirementsof Part 1
of Title I of the Employee Retirement Income Security Act of 1974, 1 hereby
notify you that Action WarehouseCo., Ltd. maintains the Action Warehouse
Co., Ltd. Salary Continuation Plan primarily for the purpose of providing
deferredcompensationfor two highly compensatedemployees. I understand
that upon requestof the Secretaryof Labor, I must provide a copy of the plan
documentasrequiredby Section 104(a)(1)of ERISA. Our nameand addressis
as follows: Action WarehouseCompany,Ltd., 1701 E. Euclid, Des Moines, IA
50313. Our employer identification numberassignedby the Internal Revenue
Serviceis 42-1095433.

If you have any questionsor comments,pleasedo not hesitateto contact
me at 515-263-0986.

~~~vid D. Hooper
President



ACTION WAREHOUSE COMPANY, LTD.
SALARY CONTINUATION PLAN

THIS AGREEMENT, made and enteredinto as of this ~?bday of
January, 2001 between Action Warehouse Company, Ltd., an Iowa
Corporation,with principal offices and place of businessin the State of
Iowa (hereinafterreferredto as the Corporation), and David D. Hooper,
SS# 480-82-5727,and Michael L. Gorden,SS#478-76-9339,individuals
residing in the Stateof Iowa (hereinafterreferredto as theEmployees).

WITNESSETH THAT:

WHEREAS, the Employeesareemployedby the Corporation; and

WHEREAS, the Corporation recognizes the valuable services
heretoforeperformed for it by the Employeesand wishes to encourage
theircontinued employment;and

WHEREAS, the Employeeswish to be assuredthat the Employees
or their designatedbeneficiarieswill be entitled to a certain amount of
compensation for some definite period of time from and after the
Employeessignificant period of active service with the Corporation, or
other termination of such employment whether by reason of the
Employeesdeathorotherwiseasfurther setoutherein; and

WHEREAS, the parties hereto wish to provide the terms and
conditions upon which the Corporation shall pay such additional
compensationto the Employeesor their designatedbeneficiaries after
their significant period of active service, or other termination of such
employment,whether by reasonof the Employeesdeathor otherwiseas
further setout herein.

WHEREAS, the Corporationhas purchasedtwo Flexible Premium
Universal Life Insurance policies from Nationwide Life Insurance
Company (Nationwide). David D. Hooper is the insured under policy
number N100681360. Michael L. Gorden is the insured under policy
numberN100681350. Both policies shall hereafterbe referencedas the
Polic(ies). The Corporation is the designatedbeneficiary under both
Policies. It is the intent of the Corporation that the cash value or the
death proceeds of the respective Policy will provide the additional
compensationdue the applicableEmployee. If additional compensation
should become payable to an Employee pursuant to the provisions
below, any outstanding loans under said Policies must be repaid to



Nationwide to allow for the distribution of the additional compensation
on a timely basisby the Corporation.

NOW THEREFORE, in considerationof the promises and of the
mutual promiseshereincontained,thepartiesheretoagreeasfollows:

a. In considerationof an Employee remaining with the
Corporationfor a minimum of ten (10) years of continuous
full-time employment, measuredfrom the Employeesinitial
hire date, but before twenty (20) years of continuous full
time employment,measuredfrom the Employeesinitial hire
date, the Employee may elect to receive additional
compensation equal to the cash value under the Policy
insuring that Employeeslife minus the premiums that the
Corporation has paid to Nationwide under this Policy. The
cashvalueof the Policy will be determinedasof the date the
Employeeelects to take the additional compensationor the
next date Nationwide can determinethe cash value of the
Policy. At the option of the Employee, the additional
compensationwill be payableeither over a period of ten (10)
years thereon payable in equal monthly installments
commencingwith the first (1st) day of the third (3rd) month
following the occurrenceof such election or in a lump sum
payment.

b. In considerationof an Employee remaining with the
Corporation for a minimum of twenty (20) years of
continuous full time employment, measured from the
Employees initial hire date, the Employee may elect to
receive as additional compensationan amount equal to the
cash value of the Policy insuring that Employees life,
determinedasof the date the Employeeelectsto receivethis
additional compensationor the next date Nationwide can
determinethe cashvalue of the Policy. At the option of the
Employee, this additional compensation will be payable
either over a period of ten (10) years thereon payable in
equal monthly installments commencingwith the first (1st)
day of the third (3rd) month following the occurrenceof such
election or in a lump sumpayment.

c. The Corporationfurther agreesthat, in the eventof an
Employeestermination of employment,whetherby reasonof
deathor otherwise,prior to ten (10) years of continuousfull
time employmentwith the Corporation, measuredfrom the
Employeesinitial hire date,an Employeewill not receiveany
additional compensationprovidedfor underthis Agreement.
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d. The Corporationfurther agreesthat in the eventof an
Employees death after a minimum of ten (10) years of
continuous full time employment, measured from the
Employeesinitial hire date, but before twenty (20) years of
continuous full time employment, measured from the
Employees initial hire date, the Employees designated
beneficiary will receive an amount, representingadditional
compensation due the Employee, equal to the death
proceedspayable under the Policy insuring the deceased
Employee minus the premiums that the Corporation has
paid to Nationwide under this Policy. The additional
compensation is payable to the Employees designated
beneficiaryin a lump sum payment.

e. The Corporationfurther agreesthat in the eventof an
Employeesdeath after a minimum of twenty (20) years of
continuous full time employment, measured from the
Employees initial hire date, the Employees designated
beneficiary will receive an amount, representingadditional
compensation due the Employee, equal to the death
proceedspayable under the Policy insuring that Employee.
These benefits will be payable, at the option of the
Employeesdesignatedbeneficiary,over a period of up to five
years in equal monthly installments commencingwith the
first (1st) day of the third (3rd) month following the occurrence
of suchdeathor in a lump sum payment.

f. If an Employees employment is terminated without
Causeor the Employeevoluntarily leavesthe employ of the
Corporation after a minimum of ten (10) years of full time
continuous employment, measured from the Employees
initial hire date, but before twenty (20) years of full time
continuous employment, measured from the Employees
initial hire date, the Employee may receive as additional
compensationan amount equal to the cash value of the
Policy insuring that Employee, minus the premiums that
the Corporation has paid to Nationwide under this Policy.
The cashvalueof the Policy will be determinedasof the date
the Employeesemployment is terminated or the next date
Nationwide can determinethe cashvalue of the Policy. This
additional compensationwill be paid to the Employee in a
lump sum payment. Cause, as used in this Agreement,
includes but is not limited to: 1) conviction of or a plea of
guilty to a felony or misdemeanor;2) dishonesty; 3) any
other criminal conduct against the Corporation; and 4) a

3



continuedbreachof dutiesand obligations arisingunder any
written policy, rule, or regulation of the Corporation, for a
period of at leastfive (5) days following his or her receipt of
written notice from any officer of the Corporation specifying
suchbreach.

g. The Corporation further agreesthat if an Employees
employment is terminated without Causeor the Employee
voluntarily leaves the employ of the Corporation after a
minimum of twenty (20) years of continuous full time
employment,measuredfrom the Employeesinitial hire date,
the Corporation shall thereafter pay the Employee, as
additional compensation,an amountequalto the cashvalue
under the Policy insuring that Employee. Thesebenefitsare
payable,at the option of the Employee,over a period of ten
(10) years thereon payable in equal monthly installments
commencingwith the first (1st) day of the third (3~~)month
following the occurrenceof such event or in a lump sum
payment.

h. The Corporation further agreesthat in the event that
the Corporationis Sold, dissolvedor a bankruptcypetition is
filed by it or on its behalfbeforean Employeehascompleted
ten (10) yearsof continuousfull time employment,measured
from the Employees initial hire date, an Employee will
receive additional compensationequal to the lesser of the
cash value under the Policy insuring that Employee or
$50,000. The cashvaluewill be determinedas of the dateof
sale,dissolution, or the date the petition is filed or the next
datethe Nationwidecan determinethecashvalue.Sold, as
used in this Agreement,meansa sale to anotherparty of a
majority of the outstanding shares of stock of the
corporation or all or substantially all of the assetsof the
Corporation. The term also includes any consolidation or
mergerof the Corporationwith anyother corporation.

i. The Corporationfurther agreesthat in the event that
the Corporationis sold, dissolvedor a bankruptcypetition is
filed by it or on its behalfafteran Employeeremainswith the
Corporation for a minimum of ten (10) years of continuous
full time employment, measuredfrom the Employeesinitial
hire date, but less than twenty (20) years of continuousfull
time employment, the Employee may receive additional
compensationin an amount equal to the entire cash value
under the Policy insuring that Employee. This additional
compensationis to be paid to the Employeein a lump sum
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payment. An Employee also has the option to have the
Corporation assign to him all of the Corporations rights
under the Policy, insuring that Employees life. Such an
assignment must be in writing and be approved by
Nationwide. Any loans outstanding under the applicable
Policy must be repaid to Nationwide before the assignment
occurs. Upon the effective date of the assignment, all
subsequentpremiums due under the Policy will be the
responsibilityof said Employee.

j. The Corporationfurther agreesthat in the event that the
Corporation is Sold, dissolved or a bankruptcy petition is
filed by it or on its behalfafteran Employeeremainswith the
Corporation for a minimum of twenty (20) years of
continuous full time employment, measured from the
Employees initial hire date, the Employee may receive
additional compensationin an amount equal to the entire
cash value under the Policy insuring that Employee. This
additional compensationis to be paid to the Employeein a
lump sum payment.

2. In consideration of the foregoing agreement of the
Corporation and of the payments to be made by the
Corporation pursuant thereto, the Employee hereby agrees
that, so long as he remains in the active employ of the
Corporation,he will devotesubstantiallyall of his time, skill,
diligence and attention to the businessof the Corporation,
and will not actively engage,either directly or indirectly, in
any businessor other activity which is or may be deemedto
be in any way competitive with or adverse to the best
interestsof thebusinessof the Corporation.

3. a. Nothing contained in this Agreement, and no action
takenpursuantto its provisionsby either party heretoshall
create, or be construedto create, a trust of any kind, or a
fiduciary relationship between the Corporation and the
Employee(s), their designated beneficiar(ies), other
beneficiariesof the Employee(s)or anyotherperson.

b. The payments to the Employee(s)or their designated
beneficiar(ies) or any other beneficiary hereundershall be
madefrom assetswhich shall continue, for all purposes,to
be a part of the general assetsof the Corporation, and no
person shall have, by virtue of the provisions of this
Agreement,any interest in such assets. To the extent that
any person acquiresa right to receive payments from the
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Corporationunder the provisions hereof, such right shall be
no greaterthan the right of any unsecuredgeneralcreditor
of theCorporation

4. With respect to the Policies insuring the lives of the
Employees,allowing the Corporation to recover the cost of
providing the benefits, in whole, or in part, hereunder,that
neither the Employee, his/her designated beneficiary nor
any other beneficiary shall have any rights whatsoever
therein; the Corporation shall be the sole owner and
beneficiary thereof and shall possessand may exerciseall
incidentsof ownershiptherein.

5. Nothing containedherein shall be construedto be a contract
of employmentfor any term of years, nor as conferringupon
the Employee(s)the right to continue in the employ of the
Corporation, TheAgreementrelatesexclusively to additional
compensationfor each Employeesservices,payable,after a
specified length of employment, termination of his
employment with the Corporationwhether by reasonof the
Employeesdeathor otherwise,and is not intended to be an
employmentcontract.

6. Neither the Employees, their spouses, nor any other
beneficiary under this Agreement shall have any power or
right to transfer,assign,anticipate,hypothecateor otherwise
encumberany part or all of the amountspayablehereunder,
nor shall suchamountsbe subjectto seizureby any creditor
of any such beneficiary,by a proceedingat law or in equity,
and rio such benefit shall be transferableby operationof law
in the event of bankruptcy, insolvency or death of an
Employee,his spouse,or any other beneficiary hereunder.
Any such attemptedassignmentor transfershall be void and
shall terminate this Agreement, and the Corporation shall
thereuponhaveno further liability hereunder.

7. a. The Corporation is hereby designatedas the named
fiduciary under this Agreement. The namedfiduciary shall
have authority to control and manage the operation and
administrationof this Agreement,and it shall be responsible
for establishing and carrying out a funding policy and
method consistentwith the objectiveof this Agreement.

b. The Corporation shall make all determinations as to
rights to benefitsunder this Agreement. Any decisionby the
Corporation denying a claim by an Employee or his
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beneficiary for benefitsunder this Agreementshall be stated
in writing and delivered or mailed to the Employeeor such
beneficiary. Such decision shall set forth the specific
reasons for the denial, written to the best of the
Corporationsability in a manner that may be understood
without legal or actuarial counsel. In addition, the
Corporation shall afford a reasonableopportunity to the
Employeeor such beneficiaryfor a full and fair reviewof the
decisiondenying suchclaim. Nothing containedherein shall
beconstruedto entitle Employeeto any benefitshereunderif
Employeeis dischargedfor Causeby Employer.

c. Subject to the foregoing, the Board of Directors of the
Corporationshall have full powerand authority to interpret,
construeand administerthis Agreement. The interpretation
and constructionof this Agreementby the Board of Directors
of the Corporation, and any action taken thereunder,shall
be binding and conclusive upon all parties in interest. No
memberof theBoard of Directorsof the Corporationshall, in
any event, be liable to any personfor any action taken or
omitted to be taken in connection with the interpretation,
constructionor administrationof this Agreement,so long as
such actionor omissionto actbe madein good faith.

d. In addition to the power and authority of the
Corporation referred to in paragraph 7.c. above, nothing
herein shall prohibit the Corporation from the ability to
curtail, modify or terminate this Agreementat anytime. In
the eventthe Corporationelectsto terminatethis Agreement,
an Employee shall receive seventy-five percent (75%) of the
cashvalueof the Policy insuring that Employeeafter five (5)
years of service measuredfrom the initial hire date of the
Employeeand one hundred percent(100%) of the cashvalue
of the Policy insuring that Employeeafter ten (10) years of
servicemeasuredfrom the initial hire dateof suchEmployee.

8. This Agreementmay not be amended,altered or modified,
except by a written instrument signed by the partieshereto,
or their respectivesuccessorsor assigns,and may not be
otherwiseterminatedexceptasprovidedherein.

9. This Agreement shall be binding upon and inure to the
benefit of the Corporation and its successorsand assigns,
the Employees, their successors,assigns,heirs, executors,
administratorsandbeneficiaries.
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10. Any notice, consentor demandrequired or permitted to be
given under the provisions of this Agreement shall be in
writing, and shall be signed by the party giving or making
the same. If such notice, consentor demandis mailed to a
party hereto,it shall be sent by United Statescertified mail,
postage prepaid, addressedto such partys last known
addressas shown on the records of the Corporation. The
date of such mailing shall be deemed the date of notice,
consentor demand.

11. This Agreement, and the rights of the parties hereunder,
shall be governedby and construedin accordancewith the
laws of the Stateof Iowa.
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IN WITNESS WHEREOF, the parties hereto have executedthis
Agreement,in duplicate,asof the dayandyear first abovewritten.

CORPORATION

By________________________

/P~vidD. Hoope
~President

AITEST:

_____________________ EMPLOYEES
DJ~1D. Hooper
~retary (/J

D~I~D.Hooper

/ 7

1~

Midia~lL. Gorden
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