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Sparton Corporation
425 North Martingale Road, Suite 1000
Schaumburg, Illinois 60173
MERGER PROPOSED YOUR VOTE IS VERY IMPORTANT
To our Shareholders:

On December 11, 2018, Sparton Corporation (which we refer to as the Company ), Striker Parent 2018, LLC (which
we refer to as Parent ), and Striker Merger Sub 2018, Inc., a wholly owned subsidiary of Parent (which we refer to as

Merger Sub ), entered into an Agreement and Plan of Merger (which we refer to as the merger agreement ) that
provides for Parent to acquire the Company. Upon the terms and subject to the conditions set forth in the merger
agreement, Merger Sub will merge with and into the Company (which we refer to as the merger ), so that the Company
will be the surviving corporation in the merger and a wholly owned subsidiary of Parent. Parent and Merger Sub are
owned by funds and accounts affiliated with Cerberus Capital Management, L.P., a private investment firm.

At the effective time of the merger (which we refer to as the effective time ), each share of the Company s common

stock, par value $1.25 per share (which we refer to as Company common stock ), issued and outstanding immediately

prior to the effective time of the merger (except for shares of Company common stock held by (i) Parent, Merger Sub

or any other wholly owned subsidiary of Parent or the Company or any wholly owned subsidiary of the Company and

(i1) holders of Company common stock (which we refer to as Company shareholders ) who have properly exercised

dissenters rights) will be converted into the right to receive $18.50 in cash without interest (which we refer to as the
merger consideration ). The merger consideration represents a premium of:

41% over $13.12, the closing price of Company common stock on The New York Stock Exchange (which
we refer to as the NYSE ) on December 11, 2018, the last full trading day before the public announcement of
the merger agreement;

32.3% over the 30-day volume weighted average price of Company common stock on the NYSE as of
December 11, 2018; and

36.2% over the 60-day volume weighted average price of Company common stock on the NYSE as of
December 11, 2018.
On January 18, 2019, the most recent practicable date before the accompanying proxy statement was mailed to the
Company shareholders, the closing price for Company common stock on the NYSE was $18.38 per share. We urge
you to obtain current market quotations for Sparton Corporation (trading symbol SPA ).

The Company will hold a special meeting of the Company shareholders (which we refer to as the special meeting ) in
connection with the merger. Company shareholders will be asked to vote to adopt the merger agreement and approve
related matters, as described in the accompanying proxy statement. Adoption of the merger agreement requires the
affirmative vote in person or by proxy of holders of at least two-thirds of the outstanding shares of Company common
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stock entitled to vote thereon.

The special meeting will be held on March 1, 2019, at 10:00 a.m., central time, at the offices of the Company, located
at 425 North Martingale Road, Suite 1000, Schaumburg, Illinois 60173.
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The board of directors of the Company has unanimously determined that the merger agreement and the
transactions contemplated by the merger agreement, including the merger, are fair to the Company

shareholders and are in the best interests of the Company and the Company shareholders, declared advisable

and approved the merger agreement and the execution, delivery and performance of the merger agreement

and the transactions contemplated by the merger agreement, including the merger, and directed that a

proposal for the adoption of the merger agreement be submitted to the Company shareholders for

consideration at the special meeting. The board of directors of the Company recommends that the Company
shareholders vote FOR the adoption of the merger agreement and FOR the other matters to be considered at
the special meeting.

The accompanying proxy statement provides detailed information about the special meeting, the merger, the

merger agreement, the documents related to the merger and other related matters. Please carefully read the

entire proxy statement, including its annexes, and any documents incorporated in the proxy statement by

reference. In particular, you should read the section entitled Cautionary Statement Concerning Forward-Looking
Statements in this proxy statement for a description of the risks related to the proposed merger and the sections

entitled Risk Factors and Management s Discussion and Analysis of Financial Condition and Results of Operations in
the Company s Annual Report on Form 10-K for the fiscal year ended July 1, 2018, and the other reports filed by the
Company with the Securities and Exchange Commission and incorporated by reference into the proxy statement, for a
description of the risks related to the Company s business.

On behalf of the board of directors of the Company, thank you for your cooperation and continued support of the
Company.

Sincerely,

/s/ Joseph J. Hartnett

Joseph J. Hartnett

Interim President and Chief Executive Officer

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved the merger, passed upon the merits or fairness of the merger agreement or the transactions
contemplated thereby or passed upon the adequacy or accuracy of the disclosure in this proxy statement. Any

representation to the contrary is a criminal offense.

The date of this proxy statement is January 22, 2019 and it is first being mailed or otherwise delivered to the Company
shareholders on or about January 25, 2019.
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Sparton Corporation
425 North Martingale Road, Suite 1000

Schaumburg, Illinois 60173

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

To be held on March 1, 2019

NOTICE IS HEREBY GIVEN that Sparton Corporation, an Ohio corporation (which we refer to as the Company ), will hold a special meeting
of holders of shares of common stock of the Company (which we refer to as Company common stock and holders of which we refer to as

Company shareholders ) on March 1, 2019, at 10:00 a.m., central time, at 425 North Martingale Road, Suite 1000, Schaumburg, Illinois 60173

(which we refer to as the special meeting ) to consider and vote upon the following matters:

A proposal to adopt the Agreement and Plan of Merger, dated as of December 11, 2018, by and among the Company, Striker

Parent 2018, LLC, a Delaware limited liability company (which we refer to as Parent ), and Striker Merger Sub 2018, Inc., an Ohio
corporation and a wholly owned subsidiary of Parent (which we refer to as Merger Sub ), as such agreement may be amended from
time to time (which we refer to as the merger agreement ), a copy of which is attached as Annex A to the accompanying proxy
statement, which provides that, upon the terms and subject to the conditions set forth in the merger agreement, Merger Sub will
merge with and into the Company (which we refer to as the merger ), so that the Company will be the surviving corporation in the
merger and a wholly owned subsidiary of Parent (which we refer to as the merger proposal ). Parent and Merger Sub are owned by
funds and accounts affiliated with Cerberus Capital Management, L.P., a private investment firm. At the effective time of the

merger (which we refer to as the effective time ), each share of Company common stock issued and outstanding immediately prior
to the effective time (except for shares of Company common stock held by (i) Parent, Merger Sub or any other wholly owned
subsidiary of Parent or the Company or any wholly owned subsidiary of the Company and (ii) Company shareholders who have
properly exercised dissenters rights) will be converted into the right to receive $18.50 in cash without interest (which we refer to

as the merger consideration ). For a discussion of the treatment of awards outstanding under the Company stock plans as of the
effective time, see the section entitled The Merger Agreement Treatment of Company Equity Awards in the accompanying proxy
statement;

A proposal to approve, on a non-binding, advisory basis, the compensation that certain executive officers of the Company may
receive in connection with the merger pursuant to agreements or arrangements with the Company (which we refer to as the
compensation proposal ); and

A proposal to approve one or more adjournments of the special meeting, if necessary or advisable, including adjournments to
permit further solicitation of proxies in favor of the merger proposal if there are insufficient votes at the time of the special
meeting to approve the merger proposal (which we refer to as the adjournment proposal ).

The board of directors of the Company has fixed the close of business on January 18, 2019 as the record date for the special meeting. Only
Company shareholders of record at that time are entitled to notice of, and to vote at, the special meeting or any adjournment or postponement
thereof. Adoption of the merger agreement requires the affirmative vote in person or by proxy of holders of at least two-thirds of the outstanding
shares of Company common stock entitled to vote thereon. Approval of the compensation proposal and the adjournment proposal requires the
affirmative vote of the holders of a majority of the shares of Company common stock present in person or represented by proxy at the special
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The board of directors of the Company has unanimously determined that the merger agreement and the transactions contemplated by

the merger agreement, including the merger, are fair to the Company shareholders and are in the best interests of the Company and the
Company shareholders, has declared advisable and approved the merger agreement and the execution, delivery and performance of the
merger agreement and the transactions contemplated by the merger agreement, including the merger, has directed that a proposal for

the adoption of the merger agreement be submitted to the Company shareholders for consideration at the special meeting, and

unanimously recommends that the Company shareholders vote FOR the merger proposal, FOR the compensation proposal and FOR
the adjournment proposal.

Your vote is very important. We cannot complete the merger unless the Company shareholders approve the merger proposal.

If you have any questions about the merger or the accompanying proxy statement, would like additional copies of the proxy statement or need
assistance voting your shares of Company common stock, please contact the Company s proxy solicitor, Morrow Sodali LLC, 470 West Avenue,
3rd floor, Stamford, CT 06902, by telephone at (203) 658-9400 (for banks and brokerage firms) or (800) 662-5200 (for shareholders) or by

email at spa.info@morrowsodali.com. If you hold your shares in street name through a bank, broker or other holder of record, please also
contact your bank, broker or other holder of record for additional information.

Each copy of the accompanying proxy statement mailed to the Company shareholders is accompanied by a form of proxy card with instructions
for voting. Regardless of whether you plan to attend the special meeting, please vote as soon as possible by accessing the Internet site listed on
the proxy card, voting telephonically using the phone number listed on the proxy card or submitting your proxy card by mail. If you hold shares
of Company common stock in your name as a shareholder of record and are voting by mail, please complete, sign, date and return the
accompanying proxy card in the enclosed postage-paid return envelope. This will not prevent you from voting in person, but it will help to
secure a quorum and avoid added solicitation costs. Any holder of record of shares of Company common stock who is present at the special
meeting may vote in person instead of by proxy, thereby canceling any previous proxy. In any event, a proxy may be revoked at any time before
the special meeting in the manner described in the accompanying proxy statement. Information and applicable deadlines for voting through the
Internet or by telephone are set forth in the enclosed proxy card instructions. If you hold your stock in street name through a bank, broker or
other holder of record, please follow the instructions on the voting instruction card furnished by the record holder. If you hold stock in the
Company s 401(k) retirement savings plan, please follow the instructions on the voting instruction card furnished by the plan trustee.

Under Ohio law, Company shareholders who do not vote in favor of or consent to the adoption of the merger agreement will have dissenters
rights to seek the fair cash value of their shares of Company common stock, but only if they submit a written demand to the Company for such
fair cash value before the vote on the merger proposal and comply with the other Ohio law procedures explained in the accompanying proxy
statement. Company shareholders who do not vote in favor of the merger proposal and who submit a written demand for payment of the fair
cash value of their shares of Company common stock before the vote on the merger proposal and comply with the other Ohio law procedures
will not receive the merger consideration.

The accompanying proxy statement provides a detailed description of the special meeting, the merger, the merger agreement, the documents
related to the merger and other related matters. Please carefully read the entire proxy statement, including its annexes and any documents
incorporated in the proxy statement by reference.

BY ORDER OF THE BOARD OF DIRECTORS
/s/ Joseph G. McCormack

Joseph G. McCormack

Corporate Secretary

Date: January 22, 2019
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REFERENCES TO ADDITIONAL INFORMATION
This proxy statement incorporates important business and financial information about the Company from documents
filed with the Securities and Exchange Commission (which we refer to as the SEC ) that are not included in or
delivered with this proxy statement. You can obtain any of the documents filed with or furnished to the SEC by the
Company at no cost from the SEC s website at https://www.sec.gov. You may also request copies of these documents,
including documents incorporated by reference into this proxy statement, at no cost by contacting the Company at the
following address:
Sparton Corporation
Attention: Shareholders Relations Department
425 North Martingale Road, Suite 1000
Schaumburg, Illinois 60173
Telephone: 847-762-5800
You will not be charged for any of these documents that you request. To obtain timely delivery of these documents,
you must request them no later than five business days before the date of the special meeting. This means that
Company shareholders requesting documents must do so by February 22, 2019 in order to receive them before the
special meeting.
For additional questions about the merger, assistance in submitting proxies or voting shares of Company

common stock, or to request additional copies of the proxy statement or the enclosed proxy card, please
contact:

Morrow Sodali LLC
470 West Avenue 9 floor
Stamford, CT 06902
Banks and Brokerage Firms Call: (203) 658-9400
Shareholders Call Toll Free: (800) 662-5200
Email: spa.info@morrowsodali.com
If you hold your shares in street name through a bank, broker or other holder of record, please also contact your bank,

broker or other holder of record for additional information.
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If you hold your shares in the Company s 401(k) retirement savings plan, please also contact the plan trustee for
additional information.

You should rely only on the information contained in, or incorporated by reference into, this proxy statement. No one
has been authorized to provide you with information that is different from that contained in, or incorporated by
reference into, this proxy statement. This proxy statement is dated January 22, 2019 and you should assume that the
information in this proxy statement is accurate only as of such date.

This proxy statement does not constitute an offer to sell, or a solicitation of an offer to buy, any securities, or the
solicitation of a proxy, in any jurisdiction to or from any person to whom it is unlawful to make any such offer or

solicitation in such jurisdiction.

See Where You Can Find More Information beginning on page 160 for more details.
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND THE
SPECIAL MEETING

The following questions and answers are intended to address briefly some commonly asked questions that you may
have about the merger, the merger agreement and the special meeting. The information in this section does not
provide all of the information that might be important to you with respect to the merger or the special meeting. We
urge you to read carefully the remainder of this proxy statement, the annexes attached hereto and the other documents
referred to or incorporated by reference herein, which contain additional important information. You may obtain the
information incorporated by reference into this proxy statement without charge by following the instructions in

Where You Can Find More Information.

Q: What is the merger?

A: Sparton Corporation, an Ohio corporation (which we refer to as the Company ), Striker Parent 2018, LLC, a
Delaware limited liability company (which we refer to as Parent ), and Striker Merger Sub 2018, Inc., an Ohio
corporation and a wholly owned subsidiary of Parent (which we refer to as Merger Sub ), entered into an
Agreement and Plan of Merger, dated December 11, 2018, as such agreement may be amended from time to time
(which we refer to as the merger agreement ). Upon the terms and subject to the conditions set forth in the merger
agreement, Merger Sub will merge with and into the Company (which we refer to as the merger ), so that the
Company will be the surviving corporation in the merger and a wholly owned subsidiary of Parent. Parent and
Merger Sub are owned by funds and accounts affiliated with Cerberus Capital Management, L.P., a private
investment firm. A copy of the merger agreement is attached as Annex A to this proxy statement.

The merger cannot be consummated unless, among other things, holders of at least two-thirds of the outstanding

shares of common stock of the Company (which we refer to as Company common stock and holders of which we

refer to as Company shareholders ) entitled to vote approve the proposal to adopt the merger agreement.

Q: When and where is the special meeting?

A: The special meeting will be held on March 1, 2019, at 10:00 a.m., central time, at the offices of the Company,
located at 425 North Martingale Road, Suite 1000, Schaumburg, Illinois 60173.

Q: Why am I receiving this proxy statement?

A: We are delivering this document to you because you were a Company shareholder as of January 18, 2019, the
record date for the special meeting the Company has called to adopt the merger agreement and approve related
matters (which we refer to as the special meeting ). This proxy statement is being used by the board of directors of
the Company (which we refer to as the Company board ) to solicit, on behalf of the Company, proxies of the
Company shareholders in connection with the adoption of the merger agreement and related matters and
describes the proposals to be presented at the special meeting.
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This proxy statement contains important information about the merger and the other proposals being voted on at the
special meeting. You should read it carefully and in its entirety. The enclosed materials allow you to have your shares
of Company common stock voted by proxy without attending the special meeting. Your vote is important and we
encourage you to submit your proxy as soon as possible.

Q: What are the Company shareholders being asked to vote on at the special meeting?

A: The Company is soliciting proxies from its shareholders with respect to the following proposals:

1. A proposal to adopt the merger agreement (which we refer to as the merger proposal );
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2. A proposal to approve, on a non-binding, advisory basis, the compensation that certain executive officers of
the Company may receive in connection with the merger pursuant to agreements or arrangements with the
Company, as described in Proposal 2 Advisory Vote on Merger-Related Compensation for the Company s
Named Executive Officers (which we refer to as the compensation proposal ); and

3. A proposal to approve one or more adjournments of the special meeting, if necessary or advisable, including
adjournments to permit further solicitation of proxies in favor of the merger proposal if there are insufficient
votes at the time of the special meeting to approve the merger proposal (which we refer to as the

adjournment proposal ).

Q: Why am I being asked to consider and vote on, by non-binding, advisory vote, the compensation proposal?

A: The SEC rules require the Company to seek a non-binding, advisory vote to approve compensation that will or
may become payable by the Company to its named executive officers in connection with the merger. The
approval of this proposal is not a condition to the consummation of the merger and will not be binding on the
Company or Parent. If the merger agreement is approved by Company shareholders and the merger is
consummated, the merger-related compensation may be paid to the Company s named executive officers even if
the Company shareholders do not approve the proposal.

Q: What do I need to do now?

A: After you have carefully read this proxy statement including its annexes and any documents incorporated by
reference herein and have decided how you wish to vote your shares of Company common stock, please vote
your shares promptly so that your shares are represented and voted at the special meeting.

If you hold your shares in your name as a shareholder of record, you can complete, sign, date and mail your proxy

card in the enclosed postage-paid return envelope, and we request that you do this as soon as possible. Alternatively,

you may vote through the Internet or by telephone. Information and applicable deadlines for voting by mail, through
the Internet or by telephone are set forth in the enclosed proxy card instructions.

If you hold your shares in street name through a bank, broker or other holder of record, please refer to the instructions
for voting your shares provided by such bank, broker or other holder of record.

If you hold your shares in the Company s 401(k) retirement savings plan (which we refer to as the 401(k) Plan ), please

refer to the instructions for voting your shares provided by the plan trustee, Merrill Lynch, Pierce, Fenner & Smith
(which we refer to as  Merrill Lynch ).

Q: If my shares of Company common stock are held in street name by my broker, will my broker
automatically vote my shares for me?

A:
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No. Your broker cannot vote your shares without instructions from you. If your shares are held in street name
through a broker, you must provide your broker with instructions on how to vote your shares. Please follow the
voting instructions provided by such broker. You may not vote shares held in street name by returning a proxy
card directly to the Company, or by voting in person at the special meeting, unless you provide a legal proxy,
which you must obtain from your broker. Broker non-votes are shares held in street name by brokers that are
present in person or represented by proxy at the special meeting, but for which the beneficial owner has not
provided the broker with instructions on how to vote on a particular proposal that such broker does not have
discretionary voting power on. Brokers holding shares in street name do not have discretionary voting authority
with respect to any of the three proposals described in this proxy statement.
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Q: How do I vote my shares held in the Company s 401(k) retirement savings plan?

A: If you participate in the 401(k) Plan and hold shares in your plan account, you must provide the 401(k) Plan
trustee, Merrill Lynch, with instructions on how to vote your shares. Please follow the voting instructions
provided by Merrill Lynch. You may not vote shares held in the 401(k) Plan by returning a proxy card directly to
the Company or by voting in person at the special meeting.

If you do not instruct the 401(k) Plan trustee, Merrill Lynch, as to how to vote your shares held in the 401(k) Plan,

Merrill Lynch may vote your shares in accordance with its fiduciary obligations under the Employee Retirement

Income Security Act of 1974, as amended.

Q: Why is my vote important?

A: If you do not submit a proxy card or vote in person at the special meeting, or if you fail to instruct your broker as
to how to vote, it will be more difficult for the Company to obtain the necessary quorum to hold the special
meeting. In addition, your failure to submit a proxy or vote in person, your failure to instruct your broker how to
vote or your abstention will have the same effect as a vote  AGAINST the adoption of the merger agreement.

Q: Can I attend the special meeting and vote my shares in person?

A: All Company shareholders, including shareholders of record and shareholders who hold their shares through
banks, brokers or other holders of record and in the 401(k) Plan, are invited to attend the special meeting.
Shareholders of record of shares of Company common stock can vote in person at the special meeting.

If you are not a shareholder of record (in other words, if your shares are held for you in street name through a bank,
broker or other holder of record), you must obtain a legal proxy, executed in your favor, from your bank, broker or
other holder of record of your shares to be able to vote in person at the special meeting. If you plan to attend the
special meeting, you must hold your shares in your own name or have a letter from the record holder of your shares
confirming your ownership.

Company shareholders who hold shares in the 401(k) Plan may attend the special meeting but may not vote the shares
held in the 401(k) Plan in person at the special meeting.

In addition, all Company shareholders must bring a form of personal photo identification in order to be admitted to the
meeting. The Company reserves the right to refuse admittance to anyone without proper proof of share ownership or
without proper photo identification. Whether or not you intend to be present at the special meeting, you are urged to
sign, date and return your proxy card, or to vote via the Internet or by telephone, promptly. If you are then present at
the special meeting and wish to vote your shares in person, you may revoke your original proxy by voting at the
special meeting.

Q:
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Will the Company be required to submit the merger proposal to the Company shareholders even if the
Company board has withdrawn, modified or qualified its recommendation?

A: Yes. Unless the merger agreement is terminated before the special meeting, the Company is required to submit
the merger proposal to the Company shareholders even if the Company board has withdrawn, modified or
qualified its recommendation.

Q: Are the Company shareholders entitled to dissenters rights?

A: Yes. Company shareholders are entitled to dissenters rights under Sections 1701.84 and 1701.85 of the General
Corporation Law of the State of Ohio (which we refer to as the OGCL ). For further information, see Dissenters
Rights.
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Q: IfI am a Company shareholder, should I send in my stock certificate(s) now?

A: No. If the merger proposal is approved, shortly after the consummation of the merger, you will receive a letter of
transmittal describing how you may exchange your stock certificate(s) or book-entry shares of Company common
stock for the merger consideration. If your shares of Company common stock are held in street name through a
bank, broker or other holder of record, you should contact the record holder of your shares for instructions as to
how to effect the surrender of your street name shares of Company common stock in exchange for the merger
consideration. If you hold your shares of Company common stock in the 401(k) Plan, you should contact the plan
trustee, Merrill Lynch, for instructions as to how to effect the surrender of those shares in exchange for the
merger consideration. Please do NOT return your stock certificate(s) with your proxy.

Q: What should I do if I receive more than one set of voting materials?

A: You may receive more than one set of voting materials, including multiple copies of this proxy statement and
multiple proxy cards or voting instruction cards. For example, if you hold shares of Company common stock in
more than one brokerage account, you will receive a separate voting instruction card for each brokerage account
in which you hold your shares. If you are a shareholder of record of shares of Company common stock and your
shares are registered in more than one name, you will receive more than one proxy card. Please complete, sign,
date and return each proxy card and voting instruction card that you receive or otherwise follow the voting
instructions set forth in this proxy statement to ensure that you vote every share of Company common stock that
you own.

Q: What will happen to the Company generally as a result of the merger?

A: If the merger is consummated, Company common stock will be delisted from The New York Stock Exchange
(which we refer to as the NYSE ) and deregistered under the Securities Exchange Act of 1934, as amended (which
we refer to as the Exchange Act ), and the Company will no longer file periodic reports with the SEC on account
of Company common stock. The Company will cease to be an independent public company and will become a
wholly owned subsidiary of Parent. You will no longer have any ownership interest in the Company.

Q: When do you expect the merger to be consummated?

A: The Company currently expects to consummate the merger in the first calendar quarter of 2019. However, the
Company cannot assure you of when or if the merger will be consummated. The closing of the transaction is
subject to the satisfaction of various conditions that are not within the Company s control. The Company must
obtain the approval of the Company shareholders to adopt the merger agreement at the special meeting. The
Company and Parent must also obtain necessary regulatory approvals and satisfy certain other closing conditions.

Q: What happens if the merger is not consummated?
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A: If the merger is not consummated for any reason, the Company shareholders will not receive any consideration
for their shares of Company common stock in connection with the merger. Instead, the Company will remain an
independent, public company and Company common stock will continue to be listed and traded on the NYSE. In
addition, under certain circumstances specified in the merger agreement, the Company may be required to pay a
termination fee. See The Merger Agreement Termination Fees for a complete discussion of the circumstances
under which a termination fee would be required to be paid.
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What happens if I sell my shares of Company common stock before the special meeting?
The record date for Company shareholders entitled to vote at the special meeting is earlier than the date of the
special meeting and the expected closing date of the merger. If you transfer your shares of Company common
stock after January 18, 2019, the record date for the special meeting, you will, unless special arrangements are

made, retain your right to vote at the special meeting but will transfer the right to receive the merger
consideration to the transferee of your shares.

Whom should I call with questions?

If you have any questions about the merger or this proxy statement, would like additional copies of this proxy
statement, or need assistance voting your shares of Company common stock, please contact the Company s proxy
solicitor:

Morrow Sodali LLC
470 West Avenue 3rd floor
Stamford, CT 06902
Banks and Brokerage Firms Call: (203) 658-9400
Shareholders Call Toll Free: (800) 662-5200

Email: spa.info@morrowsodali.com

If your Company common stock is held in street name through your bank, broker or other holder of record, please also
contact your bank, broker or other holder of record for additional information.

If your Company common stock is held in the 401(k) Plan, please also contact the plan trustee, Merrill Lynch, for
additional information.
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SUMMARY

The following summary highlights selected information in this proxy statement and may not contain all the
information that may be important to you. Accordingly, we encourage you to read carefully this entire proxy
statement, including the more detailed information contained elsewhere in this proxy statement, its annexes and the
documents incorporated by reference into or otherwise referred to in this proxy statement. Each item in this summary
includes a page reference directing you to a more complete description of that topic. You may obtain the information
incorporated by reference into this proxy statement without charge by following the instructions in Where You Can
Find More Information.

Parties to the Merger (Page 19)

Sparton Corporation, an Ohio corporation, is a provider of design, development and manufacturing services for
complex electromechanical devices, as well as sophisticated engineered products complementary to the same
electromechanical value stream. The Company serves the Medical & Biotechnology, Military & Aerospace and
Industrial & Commercial markets through two reportable business segments; Manufacturing & Design Services
(which we refer to as MDS ) and Engineered Components & Products (which we refer to as ECP ). The majority of the
Company s customers are in highly regulated industries where strict adherence to regulations is necessary. The
Company s products and services include offerings for Original Equipment Manufacturers and Emerging Technology
customers that utilize microprocessor-based systems which include transducers, printed circuit boards and assemblies,
sensors and electromechanical components, as well as development and design engineering services relating to these
product sales. The Company also develops and manufactures sonobuoys, anti-submarine warfare devices used by the
United States Navy as well as by foreign governments that meet Department of State licensing requirements.
Additionally, the Company manufactures rugged flat panel display systems for military panel PC workstations, air
traffic control and industrial applications, as well as high performance industrial grade computer systems and
peripherals.

Striker Parent 2018, LL.C, a Delaware limited liability company, was formed solely for the purpose of engaging in

the transactions contemplated by the merger agreement and has not engaged in any business activities other than in
connection with the transactions contemplated by the merger agreement and arranging of equity financing and debt
financing in connection with the merger. Parent is owned by funds and accounts affiliated with Cerberus Capital
Management, L.P. (which we refer to as Cerberus ). Cerberus, together with its affiliates, is one of the world s leading
private investment firms with approximately $35 billion under management. Upon completion of the merger, the
Company will be a direct wholly owned subsidiary of Parent.

Striker Merger Sub 2018, Inc., an Ohio corporation and direct wholly owned subsidiary of Parent, was formed
solely for the purpose of engaging in the transactions contemplated by the merger agreement and has not engaged in
any business activities other than in connection with the transactions contemplated by the merger agreement and
arranging of equity financing and debt financing in connection with the merger. Upon completion of the proposed
merger, Merger Sub will cease to exist.

The Special Meeting (Page 21)

Date, Time and Place of the Special Meeting (Page 21)

The special meeting to vote upon the merger proposal, in addition to the other matters described in this proxy
statement, will be held on March 1, 2019, at 10:00 a.m., central time, at the offices of the Company, located at 425

North Martingale Road, Suite 1000, Schaumburg, Illinois 60173.

Table of Contents 24



Table of Contents

Edgar Filing: SPARTON CORP - Form DEFM14A

25



Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Conten
Record Date and Quorum (Page 21)

The Company board has fixed the close of business on January 18, 2019 as the record date for the determination of the
Company shareholders entitled to notice of, and to vote at, the special meeting. As of the close of business on the
record date, there were 9,834,723 shares of Company common stock outstanding and entitled to vote, held by
approximately 263 holders of record. You will have one vote on each matter properly coming before the special
meeting for each share of Company common stock that you owned on the record date.

The presence in person or by proxy of the holders of record of a majority of the outstanding voting shares of the
Company as of the record date is necessary to constitute a quorum at the special meeting. All shares of Company
common stock present in person or represented by proxy, including abstentions, will be treated as present for purposes
of determining the presence or absence of a quorum for all matters voted on at the special meeting. If a beneficial

owner of Company common stock held by a broker in street name does not give voting instructions to the broker, then
those shares will not be counted as present in person or by proxy at the special meeting.

Vote Required (Page 22)

Merger Proposal:

Standard: Approval of the merger proposal requires the affirmative vote in person or by proxy of holders of
at least two-thirds of the outstanding shares of Company common stock entitled to vote thereon.

Effect of abstentions and broker non-votes: If you fail to submit a proxy card or vote in person, mark
ABSTAIN on your proxy or fail to instruct your broker how to vote with respect to the merger proposal, it
will have the same effect as a vote  AGAINST the proposal.
Compensation Proposal:

Standard: Approval, on a non-binding, advisory basis, of the compensation proposal requires the affirmative
vote of the holders of a majority of the shares of Company common stock present in person or represented
by proxy at the special meeting.

Effect of abstentions and broker non-votes: If you mark ABSTAIN on your proxy card, it will have the same
effect as a vote  AGAINST the proposal. If you fail to submit a proxy card or vote in person at the special
meeting, or fail to instruct your broker how to vote with respect to the compensation proposal, it will have no
effect on the proposal.

Adjournment Proposal:

Standard: Whether or not a quorum is present, approval of the adjournment proposal requires the affirmative
vote of the holders of a majority of the shares of Company common stock present in person or represented
by proxy at the special meeting.
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Effect of abstentions and broker non-votes: If you mark ABSTAIN on your proxy card, it will have the same
effect as a vote AGAINST the proposal. If you fail to submit a proxy card or vote in person at the special
meeting, or fail to instruct your broker how to vote with respect to the adjournment proposal, it will have no
effect on the proposal.

Voting, Proxies and Revocation (Page 22)

Company shareholders of record entitled to vote at the special meeting may submit a proxy by telephone, over the

Internet or by returning the enclosed proxy card in the enclosed postage-paid return envelope, or may vote in person
by appearing at the special meeting. Company shareholders entitled to vote at the special meeting that
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hold shares in street name through a bank, broker or other holder of record may submit a proxy by following the
voting instructions provided by such record holder, or may vote in person by appearing at the special meeting and
providing a legal proxy obtained from such record holder. Company shareholders entitled to vote at the special
meeting that hold shares in the 401(k) Plan may submit a proxy by following the voting instructions provided by the
Merrill Lynch, the 401(k) Plan trustee, and may not vote in person at the special meeting.

If no instruction as to how to vote is given (including no instruction to abstain from voting) in an executed, duly

returned and not revoked proxy, the proxy will be voted in accordance with the recommendations of the Company

board, which, as of the date of this proxy statement, are FOR the merger proposal, FOR the compensation proposal
and FOR the adjournment proposal.

If you are a shareholder of record of shares of Company common stock, you have the right to revoke a proxy, whether
delivered over the Internet, by telephone or by mail, at any time before it is exercised. Proxies may be revoked by
submitting a later-dated proxy through any of the methods available to you, by giving written notice of revocation to
the Company s Corporate Secretary, which must be filed with the Corporate Secretary by 5:00 p.m., central time, on
the business day immediately prior to the date of the special meeting, or by attending the special meeting and voting in
person. Attending the special meeting alone, without voting at the special meeting, will not be sufficient to revoke
your proxy. Written notice of revocation should be mailed to: Sparton Corporation, Attn: Corporate Secretary, 425
North Martingale Road, Suite 1000, Schaumburg, Illinois 60173.

If you are a street name holder of the Company s common stock, you may change your vote by submitting new voting
instructions to your bank, broker or other holder of record. You must contact the record holder of your shares to obtain
instructions as to how to change your proxy vote. If you hold your shares of Company common stock in the 401(k)

Plan, you should contact the plan trustee, Merrill Lynch, to obtain instructions as to how to change your proxy vote.

The Merger (Page 26)

Upon the terms and subject to the conditions set forth in the merger agreement, Merger Sub, a wholly owned
subsidiary of Parent, will merge with and into the Company, so that the Company will be the surviving corporation in
the merger and a wholly owned subsidiary of Parent. Upon the consummation of the merger, the separate corporate
existence of Merger Sub will cease.

Recommendation of the Company Board of Directors; Reasons for the Merger (Page 81)

After careful consideration of various factors described in 'The Merger Recommendation of the Company Board of
Directors; Reasons for the Merger, the Company board (i) determined that the merger agreement and the transactions
contemplated by the merger agreement, including the merger, are fair to the Company shareholders and in the best
interests of the Company and the Company shareholders; (ii) declared advisable and approved the merger agreement
and the execution, delivery and performance of the merger agreement and the transactions contemplated by the merger
agreement, including the merger; (iii) directed that a proposal for the adoption of the merger agreement be submitted
to the Company shareholders for consideration at the special meeting; and (iv) resolved to recommend that the
Company shareholders adopt the merger agreement. The Company board made its determination after consultation
with its legal and financial advisors and consideration of numerous factors.

The Company board unanimously recommends that you vote  FOR the merger proposal, FOR the compensation
proposal and FOR the adjournment proposal.
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Opinion of Raymond James & Associates, Inc. (Page 89 and Annex B-1)

At the December 11, 2018 meeting of the Company board, representatives of Raymond James & Associates, Inc.
(which we refer to as Raymond James ) rendered its oral opinion to the Company board (which was subsequently
confirmed in writing by delivery of Raymond James written opinion dated the same date), that, as of December 11,
2018, the merger consideration to be received by Company shareholders in the merger pursuant to the merger
agreement was fair, from a financial point of view, to Company shareholders based upon market, economic, financial
and other circumstances and conditions existing and disclosed to Raymond James as of December 10, 2018, and based
upon and subject to the qualifications, assumptions and other matters considered in connection with the preparation of
1ts opinion.

The full text of the written opinion of Raymond James, dated December 11, 2018, which sets forth, among
other things, the various qualifications, assumptions and limitations on the scope of the review undertaken, is
attached as Annex B-1 to this proxy statement. Raymond James provided its opinion for the information and
assistance of the Company board (solely in its capacity as such) in connection with, and for purposes of, its
consideration of the merger and its opinion only addresses whether the merger consideration to be received by
Company shareholders in the merger pursuant to the merger agreement was fair, from a financial point of
view, to such shareholders. The opinion of Raymond James did not address any other term or aspect of the
merger agreement or the merger contemplated thereby. The Raymond James opinion does not constitute a
recommendation to the Company board or any Company shareholder as to how the Company board, such
shareholder or any other person should vote or otherwise act with respect to the merger or any other matter.

Opinion of Wells Fargo Securities (Page 98 and Annex B-2)

On December 11, 2018, Wells Fargo Securities, LLC (which we refer to as Wells Fargo Securities ) rendered its oral
opinion to the Company board (which was subsequently confirmed in writing by delivery of Wells Fargo Securities
written opinion dated the same date) that, based upon and subject to the procedures followed, qualifications,
assumptions and other matters considered in connection with the preparation of its opinion, as of December 11, 2018,
the merger consideration to be received by Company shareholders in the merger pursuant to the merger agreement

was fair, from a financial point of view, to Company shareholders.

Wells Fargo Securities opinion was for the information and use of the Company board (in its capacity as such)
in connection with its evaluation of the merger. Wells Fargo Securities opinion only addressed the fairness,
from a financial point of view, to Company shareholders of the merger consideration to be received by such
shareholders in the merger pursuant to the merger agreement and did not address any other aspect or
implication of the merger. The summary of Wells Fargo Securities opinion in this proxy statement is qualified
in its entirety by reference to the full text of its written opinion, which is attached as Annex B-2 to this proxy
statement and sets forth the procedures followed, assumptions made, qualifications and limitations on the
review undertaken and other matters considered by Wells Fargo Securities in connection with the preparation
of its opinion. However, neither Wells Fargo Securities written opinion nor the summary of its opinion and the
related analyses set forth in this proxy statement is intended to be, and they do not constitute, advice or a
recommendation to the Company board or any holder of Company common stock as to how any such holder
should vote or act on any matter relating to the proposed merger.

Financing of the Merger (Page 106)

The obligations of Parent and Merger Sub to complete the merger are not contingent upon the receipt of any
financing.
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Cerberus Institutional Partners VI, L.P. (which we refer to as CIP VI ), which is an affiliate of Cerberus, and Parent
have entered into an equity commitment letter, dated as of December 11, 2018 (which we refer to as the equity
commitment letter ), pursuant to which CIP VI committed to purchase securities of Parent for $280 million in cash
substantially contemporaneously with the consummation of the merger. Such commitment amount is subject to
reduction if Parent does not require the entire amount to pay the aggregate merger consideration and all amounts
required to be paid with respect to the Company s equity awards, to repay or refinance the indebtedness of the
Company to the extent required in connection with the transactions contemplated by the merger agreement, and to pay
the fees and expenses of Parent, Merger Sub and the surviving corporation in connection with the merger and the
transactions contemplated by the merger agreement (which we refer to, collectively, as the required payments ). Under
certain circumstances, the Company is a third party beneficiary to the equity commitment letter.

In the merger agreement, Parent and Merger Sub have represented that the equity financing, when funded in
accordance with its terms, will provide Parent with funds sufficient to satisfy, or cause to be satisfied, the required
payments.

Parent also plans to finance a portion of the amounts required to complete the merger through a debt financing, which
is expected to take the form of a revolving credit facility and a term loan facility. Subject to customary terms, the
Company has agreed to, and to cause its subsidiaries to, provide Parent with customary cooperation as reasonably
requested by Parent or Merger Sub to assist them in arranging such debt financing.

For more information, see The Merger Financing of the Merger Financing.
Limited Guarantee (Page 107)

Pursuant to the limited guarantee delivered by CIP VI in favor of the Company, dated as of December 11, 2018

(which we refer to as the limited guarantee ), CIP VI has guaranteed the due and punctual payment of certain monetary
obligations that may be owed by Parent pursuant to the merger agreement, subject to a maximum liability equal to (a)
$9.25 million with respect to the reverse termination fee payable by Parent pursuant to the merger agreement, plus (b)
$1.5 million with respect to certain reimbursement and indemnification obligations of Parent and Merger Sub for

certain costs, expenses or losses suffered or incurred by the Company, as specified in the merger agreement and in
connection with enforcing the limited guarantee. For more information, see The Merger Financing of the

Merger Limited Guarantee.

Interests of the Company s Executive Officers and Directors in the Merger (Page 107)

The interests of the Company s executive officers and directors in the merger that are different from, or in addition to,
those of the Company shareholders generally are described in the section entitled The Merger Interests of the
Company s Executive Officers and Directors in the Merger. The Company board was aware of and considered these
interests, among other matters, in evaluating and negotiating the merger agreement and the merger, and in
recommending that the merger agreement be adopted by the Company shareholders. These interests include (i) the
right to receive payments in respect of Company RSUs (as defined below) which will, subject to the limitations
described herein, be cashed-out based on the merger consideration; (ii) the receipt of cash severance payments and
vested benefits upon a qualifying termination of employment pursuant to the terms of each executive officer s
respective employment agreement; and (iii) entitlement to continued indemnification, expense advancement and
insurance coverage under the merger agreement.

Table of Contents 32



Table of Contents

Edgar Filing: SPARTON CORP - Form DEFM14A

10

33



Edgar Filing: SPARTON CORP - Form DEFM14A

Table of Conten
Material U.S. Federal Income Tax Consequences of the Merger (Page 117)

The exchange of shares of Company common stock for cash pursuant to the merger generally will be a taxable
transaction for U.S. holders (as defined in The Merger Material U.S. Federal Income Tax Consequences of the Merger )
for U.S. federal income tax purposes. A Company shareholder who is a U.S. holder and who exchanges shares of
Company common stock for cash in the merger will, for U.S. federal income tax purposes, generally recognize gain or
loss in an amount equal to the difference, if any, between the amount of such cash received by such Company
shareholder and the Company shareholder s adjusted tax basis in the Company shareholder s shares of Company
common stock. Backup withholding may also apply to the cash payments made pursuant to the merger unless the
recipient provides a taxpayer identification number, certifies that such number is correct and otherwise complies with
the backup withholding rules. Company shareholders should read The Merger Material U.S. Federal Income Tax
Consequences of the Merger for a more detailed discussion of the U.S. federal income tax consequences of the
merger. Company shareholders should also consult their tax advisors for a complete analysis of the effect of the
merger on the Company shareholders federal, state, local and foreign taxes.

Regulatory Approvals Required for the Merger (Page 119)

The consummation of the merger is subject to the expiration or early termination of the waiting period applicable to
the consummation of the merger under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended
(which we refer to as the HSR Act ). Subject to the terms and conditions of the merger agreement, the parties have
agreed to cooperate and use their reasonable best efforts to prepare and file as promptly as practicable all necessary
documentation and to obtain as promptly as practicable all regulatory approvals necessary or advisable to consummate
the merger or any of the other transactions contemplated by the merger agreement.

The Merger Agreement (Page 121 and Annex A)
Merger Consideration (Page 122)

In the merger, each share of Company common stock issued and outstanding immediately prior to the effective time
of the merger (which we refer to as the effective time ) (except for shares of Company common stock held by

(i) Parent, Merger Sub or any other wholly owned subsidiary of Parent or the Company or any wholly owned
subsidiary of the Company and (ii)) Company shareholders who have properly exercised dissenters rights, which we
refer to collectively as excluded shares ) will be converted into the right to receive $18.50 in cash, without interest
(which we refer to as the merger consideration ).

Treatment of Company Equity Awards (Page 122)

Restricted Stock. At the effective time, with respect to each outstanding share of Company common stock that is
subject to any vesting, forfeiture, repurchase or other lapse restriction (which we refer to as a restricted share ) under
the Sparton Corporation Stock Incentive Plan and the Sparton Corporation 2010 Long-Term Incentive Plan (which we
refer to collectively as the Company stock plans ), the vesting, forfeiture, repurchase or other lapse restriction will
lapse and such restricted share will be fully vested and will be converted into the right to receive the merger
consideration.

Restricted Stock Units. At the effective time, each outstanding restricted stock unit award in respect of shares of
Company common stock granted under the Company stock plans (which we refer to asa Company RSU ) will fully
vest and will be cancelled and converted into the right to receive an amount in cash, without interest, equal to the
merger consideration in respect of each share of Company common stock underlying such Company RSU.
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Stock Options. At the effective time, each outstanding option to purchase shares of Company common stock (which
we refer to as a stock option ) granted under the Company stock plans, whether vested or unvested, that has an exercise
price per share that is less than the merger consideration will fully vest and will be cancelled and
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converted into the right to receive an amount in cash, without interest, equal to the product of (i) the amount by which
the merger consideration exceeds the exercise price per share of such stock option and (ii) the total number of shares
of Company common stock subject to such stock option. Any stock option that has an exercise price per share that is
greater than or equal to the merger consideration will be cancelled at the effective time for no consideration or
payment.

Non-Solicitation of Acquisition Proposals (Page 132)

The merger agreement provides that none of the Companys, its subsidiaries or its or their representatives retained in
connection with the merger will, and the Company will instruct and use its reasonable best efforts to cause its and its
subsidiaries representatives retained other than in connection with the merger not to, directly or indirectly:

initiate, solicit or knowingly take any action to facilitate, encourage or solicit any acquisition proposal (as
defined in The Merger Agreement Non-Solicitation of Acquisition Proposals ) or the making of any proposal
that would reasonably be expected to lead to an acquisition proposal;

participate in any discussions or negotiations regarding, or furnish or provide any non-public information to
any person in connection with, any acquisition proposal or afford access to the business, properties, assets,
books or records of the Company or any of its subsidiaries to, or knowingly assist, participate in, facilitate or
encourage any effort relating to an acquisition proposal by, any person that is seeking to make, or has made,
an acquisition proposal;

except as required by applicable law, amend or grant any waiver or release under any standstill or similar
agreement with respect to any class of equity securities of the Company or any of its subsidiaries; or

enter into any letter of intent, memorandum of understanding, agreement in principle, merger agreement,
acquisition agreement or other similar agreement relating to an acquisition proposal.
Notwithstanding these restrictions, under certain circumstances, and to the extent that the Company board concludes
in good faith, after receiving the advice of its outside legal counsel and its financial advisors, that an acquisition
proposal is, or is reasonably likely to lead to, a superior proposal (as defined in The Merger
Agreement Non-Solicitation of Acquisition Proposals ), the Company may, prior to the time the merger agreement is
adopted by the Company shareholders, make available non-public information or data, and engage in discussions,
with respect to certain unsolicited bona fide written acquisition proposals that did not result from a breach of the
merger agreement.

No Change in Board Recommendation; No Entry into Alternative Transactions (Page 134)
If the Company board determines in good faith after considering advice from its financial advisors and outside legal

counsel that it would be inconsistent with the directors fiduciary duties under applicable law to continue to
recommend the merger agreement, then it may make a change in its recommendation, provided that:
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(i) the Company has received an acquisition proposal that did not result from breach of the Company s
agreement not to solicit other offers (and such proposal is not withdrawn) and the Company board
determines in good faith, after receiving the advice of its outside legal counsel and its financial advisors, that
such acquisition proposal constitutes a superior proposal or (ii) an intervening event, which was unknown, or
if known the consequences of which were unknown, to the Company board as of the date of signing the
merger agreement, shall have occurred and the Company board determines in good faith, after receiving the
advice of its outside legal counsel and its financial advisors, that continuing to recommend the merger
agreement would be inconsistent with the directors fiduciary duties under applicable law;
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the Company gives Parent at least four business days prior written notice of its intention to take such action
and such notice (i) in the case of an acquisition proposal, specifies the latest material terms of, and the
identity of the third party making, such acquisition proposal and includes an unredacted copy of any relevant
proposed transaction agreements relating to such acquisition proposal and (ii) in the case of an intervening
event, includes a description of the intervening event in reasonable detail, and during such four-day period,
Parent may propose revisions to the merger agreement; and

at the end of such notice period, the Company board discusses and negotiates in good faith any amendment
or modification to the merger agreement proposed by Parent and, after receiving the advice of its outside
legal counsel and its financial advisors, determines in good faith that it would nevertheless be inconsistent
with the directors fiduciary duties under applicable law to continue to recommend the merger agreement or
not terminate the merger agreement.
Unless the merger agreement has been terminated in accordance with its terms, the Company is required to hold the
special meeting for the purpose of voting upon the merger proposal even if there is a change in Company
recommendation.

Company Shareholders Meeting (Page 136)

The Company has agreed to hold a special meeting as promptly as practicable for the purpose of voting upon the
adoption of the merger agreement and upon other related matters. The Company board has agreed to recommend that
the Company shareholders adopt the merger agreement in this proxy statement and in other materials and
communications between the Company and the Company shareholders and to use its reasonable best efforts to solicit
the adoption of the merger agreement at the special meeting.

Conditions to the Merger (Page 145)

The respective obligations of the Company, Parent and Merger Sub to effect the merger are subject to the satisfaction
or waiver of certain customary conditions, including the adoption of the merger agreement by the Company
shareholders, the absence of any legal prohibitions, the accuracy of the representations and warranties (subject to
customary materiality qualifiers), compliance by the other party with its obligations under the merger agreement
(subject to customary materiality qualifiers) and the expiration or early termination of the waiting period with respect
to the merger under the HSR Act.

Neither the Company nor Parent can be certain when, or if, the conditions to the merger will be satisfied or waived, or
that the merger will be effected.

Termination (Page 147)
The merger agreement may be terminated and the merger may be abandoned at any time prior to the effective time

(whether before or after the adoption of the merger agreement by the Company shareholders (unless otherwise
specified below)) under the following circumstances:

by mutual written consent of the Company and Parent;
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by either the Company or Parent if:

the merger is not consummated by May 11, 2019, subject to certain permitted extensions as described

in The Merger Agreement Termination, and unless the failure of the merger to be consummated by that
date is due to the failure of the party seeking to terminate the merger agreement to perform or observe

its covenants and agreements under the merger agreement;

the proposal to adopt the merger agreement is not approved by the Company shareholders at the
special meeting; or
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any law, executive order, ruling, injunction or other order permanently restraining, enjoining or
otherwise prohibiting consummation of the merger becomes final and non-appealable, unless the party
seeking termination has not observed in all material respects its covenants under the merger agreement
with respect to obtaining regulatory approvals;

by the Company if:

prior to obtaining the approval of the Company shareholders of the merger proposal, in order to enter
into a definitive agreement with respect to a superior proposal concurrently with the termination, so
long as the Company has complied with its obligation not to solicit other offers and pays the
termination fee described below to Parent;

there is an uncured breach of any of the covenants or agreements or any of the representations or
warranties set forth in the merger agreement on the part of Parent or Merger Sub, which, in each case,
would constitute the failure of certain closing conditions set forth in the merger agreement; or

if the mutual conditions to closing and Parent and Merger Sub s conditions to closing have been
satisfied or waived in accordance with the merger agreement and Parent and Merger Sub fail to
consummate the merger on the date that the closing should have occurred pursuant to the merger
agreement, the Company delivers written notice to Parent that it stands ready and willing to
consummate the merger and Parent and Merger Sub fail to consummate the merger within five
business days after the delivery of such notice; and

by Parent if:

prior to obtaining the approval of the Company shareholders of the merger proposal, the Company
board effected a Company adverse recommendation change (as defined in The Merger Agreement No
Change in Board Recommendation; No Entry into Alternative Transactions );

prior to obtaining the approval of the Company shareholders of the merger proposal, the Company has
breached its obligations in any material respect with respect to not soliciting other offers;

there is an uncured breach of any of the covenants or agreements or any of the
representations or warranties set forth in the merger agreement on the part of the
Company, which, in each case, would constitute the failure of certain closing conditions
set forth in the merger agreement; or

the Company, any of its subsidiaries or the ERAPSCO JV (as defined in The Merger Background of the
Merger ) shall have been suspended, debarred, excluded or proposed for debarment from doing
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business with any governmental entity or shall have been declared non-responsible or ineligible for
contracting with any governmental entity and such impairment is not curable or is not cured prior to
the earlier of (i) sixty days after written notice of such matter is given by Parent to the Company or
(ii) the outside date (as defined in The Merger Agreement Termination ).

Expenses (Page 143)

The Company must reimburse Parent for all reasonable documented out-of-pocket expenses to the extent incurred by
Parent, Merger Sub or any of their affiliates in connection with the merger agreement (but subject to certain

limitations set forth in the merger agreement, which are further described in The Merger Agreement Expenses ) if the
merger agreement is terminated by Parent due to a willful breach by the Company of any of its covenants or

agreements contained in the merger agreement. The aggregate amount of such expenses payable by the Company shall
not exceed $4,750,000.
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Termination Fees (Page 148)

The Company must pay a termination fee in the amount of $7,500,000 (less the aggregate amount of any expenses
paid by the Company as described above) if the merger agreement is terminated in the following circumstances:

In the event that the Company terminates the merger agreement to enter into a definitive agreement with
respect to a superior proposal.

In the event that:

after the date of signing the merger agreement and prior to the date of the special meeting, an
acquisition proposal has been publicly announced or otherwise publicly disclosed and not withdrawn
prior to the date of the special meeting; and

thereafter the Company or Parent terminates the merger agreement because the merger proposal is not
approved at the special meeting and (i) within twelve months of the date of termination of the merger
agreement, the Company enters into a definitive agreement and later consummates a transaction with
respect to such acquisition proposal or (ii) otherwise consummates an acquisition proposal within
twelve months after the date of termination of the merger agreement, provided that, in the case of each
of clause (i) and clause (ii), such acquisition proposal provides for aggregate consideration in excess of
$65 million to be paid to the Company, its subsidiaries or their respective shareholders.

In the event that:

after the date of signing the merger agreement and prior to the outside date, an acquisition proposal has
been publicly announced or otherwise disclosed to the Company board;

the Company or Parent terminates the merger agreement due to the passing of the outside date or
Parent terminates the merger agreement due to a material breach by the Company of the merger
agreement;

such acquisition proposal shall not have been withdrawn prior to (i) the outside date, if the merger
agreement was terminated due to the passing of the outside date or (ii) the applicable date the merger
agreement was terminated, if the merger agreement was terminated by Parent due to a material breach
by the Company of the merger agreement; and

within twelve months after any termination described in the immediately preceding bullet, (i) the
Company enters into a definitive agreement to consummate an acquisition proposal and consummates
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a transaction with respect to such acquisition proposal or (ii) otherwise consummates an acquisition
proposal within twelve months after the date of termination of the merger agreement, provided that, in
the case of each of clause (i) and clause (ii), such acquisition proposal provides for aggregate
consideration in excess of $65 million to be paid to the Company, its subsidiaries or their respective
shareholders.
Parent must pay a Parent termination fee in the amount of $9,250,000 to the Company if the merger agreement is
terminated in the following circumstances:

the Company terminates the merger agreement due to a material breach of the merger agreement by Parent
or Merger Sub;

the Company exercises its failure to close termination right (as defined in The Merger
Agreement Termination ).

either the Company or Parent terminates the merger agreement due to the passing of the outside date, and as
of the time of such termination the Company was entitled to terminate the merger agreement as described in
either of the two immediately preceding bullets.
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Remedies (Page 149)

The parties are entitled to seek an injunction, specific performance or other equitable remedies to prevent breaches of
the merger agreement and to enforce specifically its terms. Furthermore, the Company is entitled to seek specific
performance, injunctive relief or other equitable remedies to cause Parent to obtain the financing under the equity
commitment letter (which we refer to as the equity financing ) in order to consummate the closing so long as (i) the
mutual conditions to closing and Parent and Merger Sub s conditions to closing have been satisfied or waived in
accordance with the merger agreement at the time when the closing would have occurred, or would have been
required to occur, pursuant to the merger agreement and (ii) the Company irrevocably confirms to Parent that it stands
ready and willing to consummate the merger in the event specific performance is granted and the equity financing is
funded.

The Company is not entitled to receive (i) both (A) a grant of specific performance to cause the equity financing to be
funded and the closing to be consummated and (B) the payment of any monetary damages or the payment of the
Parent termination fee or (ii) both (A) a payment of any monetary damages and (B) payment of the Parent termination
fee.

Aside from the equitable relief described above, the Company s sole and exclusive remedy under the merger
agreement is the right to receive the Parent termination fee and the reimbursement of certain out-of-pocket costs and
expenses as provided in the merger agreement. If the Company has received the Parent termination fee and the
reimbursement of the costs and expenses contemplated by the merger agreement and the limited guarantee, then none
of Parent, Merger Sub or any of their affiliates shall have any liability or obligation with respect to any losses or
damages suffered by the Company or any of its affiliates in connection with the merger or the merger agreement, and
none of the Company or any of its affiliates shall be entitled to bring any claim arising out of any such matters.

Aside from the equitable relief described above, if Parent has received (i) the termination fee or the expenses (as
defined in The Merger Agreement Expenses ) (but, in the case of the payment of the expenses, if the Company is
subsequently required to pay the termination fee, it must have paid the termination fee) and (ii) the reimbursement of
the costs and expenses contemplated by the merger agreement, then none of the Company or any of its affiliates shall
have any liability or obligation with respect to any losses or damages suffered by Parent, Merger Sub or any of their
respective affiliates in connection with the merger or the merger agreement, and none of Parent, Merger Sub or any of
their respective affiliates shall be entitled to bring any claim arising out of any such matters.

Dissenters Rights (Page 154 and Annex C)

If the merger agreement is adopted by the Company shareholders, the Company shareholders who do not vote in favor
of or consent to the merger proposal and who properly demand payment of the fair cash value of their shares are
entitled to certain dissenters rights pursuant to Sections 1701.84 and 1701.85 of the OGCL. Section 1701.85 of the
OGCL generally provides that shareholders of the Company will not be entitled to such rights without strict
compliance with the procedures set forth in Section 1701.85, and failure to take any one of the required steps may
result in the termination or waiver of such rights.

Specifically, any Company shareholder who is a record holder of shares of Company common stock on January 18,
2019, the record date for the special meeting, and whose shares are not voted in favor of or have not consented to the
adoption of the merger agreement may be ent