
 

 

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

   
Date of Report (Date of Earliest Event Reported):  September 30, 2011

LAWSON PRODUCTS, INC. 
__________________________________________
(Exact name of registrant as specified in its charter)

   
Delaware 0-10546 36-2229304

_____________________
(State or other jurisdiction

_____________
(Commission

______________
(I.R.S. Employer

of incorporation) File Number) Identification No.)
    

1666 E. Touhy Avenue, Des Plaines, Illinois  60018
_________________________________
(Address of principal executive offices)

 ___________
(Zip Code)

   
Registrant’s telephone number, including area code:  (847) 827-9666

Not Applicable 
______________________________________________

Former name or former address, if changed since last report

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:

[  ]  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[  ]  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
[  ]  Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[  ]  Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 1.01 Entry into a Material Definitive Agreement.

On October 3, 2011, Lawson Products, Inc. (the "Company") issued a press release announcing that it had entered into an Amendment to the Credit Agreement
dated August 21, 2009 between the Company and The PrivateBank and Trust Company ("Amended Credit Agreement"). The Amended Credit Agreement
extends the term of the $55.0 million credit facility, which includes an additional $20.0 million accordion feature, to October 1, 2016. The Amended Credit
Facility decreases the interest rate spreads and the unused line fee, increases the annual allowable dividends from $7.0 million to $10.0 million, increases the
allowance for acquisitions and reduces the minimum working capital to total debt ratio from 2.0 to 1.75. 

The description of the terms of the Amended Credit Agreement above is qualified in its entirety by reference to the full text of the Amended Credit Agreement
which is incorporated by reference to this Current Report on Form 8-K as Exhibit 10.1. A copy of the Press Release dated October 3, 2011 is attached to this
Current Report on Form 8-K as Exhibit 99.1.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

The information set forth above in Item 1.01 of this Current Report on Form 8-K with respect to the Amendment to Credit Agreement is incorporated by
reference into this Item 2.03

Item 9.01 Financial Statements and Exhibits.

d) Exhibits.

10.1 Fifth Amendment to Credit Agreement dated September 30, 2011, by and among Lawson Products, Inc. and certain of its subsidiaries and The PrivateBank
and Trust Company.

99.1 Press Release dated October 3, 2011
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

     
  LAWSON PRODUCTS, INC.
      
October 4, 2011  By:  Ronald J. Knutson 
    
    Name: Ronald J. Knutson
    Title: Senior Vice President, Chief Financial Officer
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Fifth Amendment to Credit Agreement dated September 30, 2011, by and
among Lawson Products, Inc. and certain of its subsidiaries and The
PrivateBank and Trust Company.

99.1  Press Release dated October 3, 2011.



FIFTH AMENDMENT TO CREDIT AGREEMENT

FIFTH AMENDMENT TO CREDIT AGREEMENT (this “Amendment”), dated as of September 30, 2011, is executed by
and among LAWSON PRODUCTS, INC., a Delaware corporation (“Lawson”), which has its chief executive office located at 1666
E. Touhy Avenue, Des Plaines, Illinois 60018, various subsidiaries of Lawson listed on the signature pages hereto (Lawson and the
subsidiaries are referred to collectively herein as the “Borrower” or the “Borrowers”), THE PRIVATEBANK AND TRUST
COMPANY both as a lender and as agent (in such capacity, the “Agent”), for itself and all other lenders from time to time a party
hereto (“Lenders”), located at 120 South LaSalle Street, Chicago, Illinois 60603-3400, and the Lenders.

WHEREAS, the Agent, Lawson and certain subsidiaries of Lawson (together with Lawson, collectively, the “Original
Borrowers”), entered into a Credit Agreement, dated as of August 21, 2009, among the Original Borrowers, the Agent and the
Lenders, and on December 2, 2009, Lawson Products, Inc., an Illinois corporation and newly-formed wholly-owned subsidiary of
Lawson (“Lawson IL”), became a party to such agreement as a Borrower (herein, as the same may be amended, modified or
supplemented from time to time, the “Credit Agreement”); and

WHEREAS, the Borrowers consummated an internal reorganization pursuant to which several of the Borrowers were merged
into Lawson IL and assets of certain of the Borrowers were transferred among the Borrowers; and

WHEREAS, the Borrowers, the Lenders and the Agent entered into a Consent, Waiver and First Amendment to Credit
Agreement dated as of December 31, 2009; and

WHEREAS, the Borrowers, the Lenders and the Agent entered into a Second Amendment to Credit Agreement dated as of
January 29, 2010; and

WHEREAS, the Borrowers, the Lenders and the Agent entered into a Consent Waiver and Third Amendment to Credit
Agreement dated as of September 1, 2010 with respect to the sale of certain assets and liabilities of Assembly Component Systems,
Inc., an Illinois corporation, during the third quarter of Lawson’s fiscal 2010; and

WHEREAS, the Borrowers, the Lenders and the Agent entered into a Consent, Waiver and Fourth Amendment to Credit
Agreement dated as of December 10, 2010 with respect to the sale of all or substantially all of the assets of Rutland Tool and
Supply Co., a Nevada corporation; and

WHEREAS, the Borrowers, the Lenders and the Agent wish to enter into this Amendment to amend the Credit Agreement to
give effect to the provisions set forth herein.

NOW THEREFORE, in consideration of the premises and the mutual covenants hereinafter contained in this Amendment, the
parties hereto hereby agree as follows:

1. Incorporation of the Agreement. All capitalized terms which are not defined hereunder shall have the same meanings as set
forth in the Credit Agreement, and the Credit Agreement, to the extent not inconsistent with this Amendment, is incorporated
herein by this reference as though the same were set forth in its entirety. To the extent any terms and provisions of the Credit
Agreement are inconsistent with the amendments set forth in Paragraph 2 below, such terms and provisions shall be deemed
superseded hereby. Except as specifically set forth herein, the Credit Agreement and the other Loan Documents shall remain in full
force and effect and the provisions thereof shall be binding on the parties hereto.

2. Amendments to the Credit Agreement. The parties hereto hereby amend the Credit Agreement, effective as of the date
hereof as follows:

 (a) The definition of “Applicable Margin” is amended in its entirety to state the following:

“Applicable Margin” shall mean one and one-quarter of one percent (1.25%) for LIBOR Loans and one percent
(1.0%) for Prime Loans to, but not including, the date which is five (5) business days after receipt of the
consolidated financial statements of Lawson and its Subsidiaries for the fiscal quarter ending on or about
September 30, 2011. Thereafter, the Applicable Margin for LIBOR Loans and Prime Loans shall be adjusted as set
forth on the Pricing Schedule five (5) business days after receipt of the consolidated quarterly financial statements
of Lawson and its Subsidiaries commencing with the financial statements for the fiscal quarter ending on or about
September 30, 2011 based on the Total Debt to Consolidated EBITDA Ratio for the twelve month period ending on
the last day of such fiscal quarter.

 (b) The definition of “Debt Service Coverage Ratio” is amended in its entirety to state the following:

“Debt Service Coverage Ratio” shall mean for any period, the ratio of (A) Consolidated EBITDA minus Capital
Expenditures which are not financed with Long Term Debt (excluding Indebtedness under this Agreement)(except
for information technology Capital Expenditures up to Fifteen Million Dollars ($15,000,000) in 2010 and 2011
combined for the ERP System and Capital Expenditures up to Twenty Million Dollars ($20,000,000) in the
aggregate until December 31, 2012 related to the investments in the Borrowers’ corporate headquarters and
distribution facilities), minus dividends to (B) the sum of (i) regularly scheduled principal and interest obligations
on all bank debt (including Capitalized Lease Obligations and the Obligations), plus (ii) cash income taxes.



 (c) The definition of “Interest Period” is further amended by deleting the date “August 21, 2012” therefrom and
substituting therefor the date “October 1, 2016.”

 (d) The definition of “Maturity Date” is amended in its entirety to state the following:

“Maturity Date” means October 1, 2016.

 (e) Section 8.3(c) of the Agreement is amended by deleting the ratio “2.00:1.00” therefrom and substituting therefor the
ratio “1.75:1.00”.

 (f) Section 8.5 of the Agreement is amended in its entirety to state the following:

“8.5 Consolidations, Mergers or Purchases of Assets. Without the prior written consent of the Agent, no Borrower
shall merge into or consolidate or combine with any other Person, or purchase, or otherwise acquire in an amount
exceeding $40,000,000 in the aggregate during any fiscal year (in one transaction or a series of related transactions
and as limited by Section 8.8 of this Agreement) all or any part of the property or assets of any Person (other than
purchases or other acquisitions of inventory, materials, leases, property and equipment in the ordinary course of
business), other than mergers, consolidations or combinations (a) by Borrowers and their Subsidiaries into a
Borrower and (b) by Subsidiaries which are Borrowers into another Subsidiary which is a Borrower, in each case
following ten (10) or more days prior written notice to Agent. In addition, Borrowers shall not transfer more than
$250,000 assets in the aggregate to foreign Subsidiaries during any fiscal year of Borrowers. Borrowers shall give
ten (10) or more days prior written notice to Agent with respect to asset sales exceeding Five Million Dollars
($5,000,000) in the aggregate except in the case of sales between Borrowers or their Subsidiaries.

 (g) Section 8.6 of the Agreement is amended by deleting the amount “Seven Million and no/100 Dollars
($7,000,000.00)” therefrom and substituting therefor the amount “Ten Million and No/100 Dollars
($10,000,000.00)”

 (h) Annex B to the Credit Agreement is amended in its entirety by substituting therefor Exhibit A attached hereto.

3. Representations and Warranties.

 (a) The representations and warranties set forth in Section 7 of the Credit Agreement shall be deemed remade and
affirmed by the Borrowers in all material respects, as of the date hereof; provided that representations and warranties
referencing a particular date other than a general date of execution shall be true and correct as of such date; provided,
further, that any and all references to the Credit Agreement in such representations and warranties shall be deemed to
include this Amendment.

 (b) The Borrowers represent and warrant that no Event of Default has occurred and is continuing.

4. Fees and Expenses. The Borrowers shall pay or reimburse the Agent for all reasonable costs and expenses, including,
without limitation, legal expenses and reasonable attorneys’ fees (for outside counsel) incurred by the Agent, or for which the
Agent becomes obligated, in connection with the negotiation, preparation, and closing of this Amendment.

5. Delivery of Documents/Information. This Amendment shall be effective on the date hereof upon receipt by Agent of the
last of the following: (i) a fully executed copy of this Amendment, and (ii) Borrowers’ payment to Agent of all invoiced fees and
expenses.

6. Continuing Effect. Except as otherwise specifically set out herein, the provisions of the Credit Agreement and each of the
Loan Documents shall remain in full force and effect. The Borrowers have heretofore executed and delivered to the Agent certain
Loan Documents and the Borrowers hereby acknowledge and agree that, notwithstanding the execution and delivery of this
Amendment, the Loan Documents remain in full force and effect after giving effect to the amendments set forth in this Amendment
and the rights and remedies of the Agent and the Lenders thereunder, the obligations of each Borrower thereunder and the liens and
security interests created and provided for thereunder remain in full force and effect and shall not be affected, impaired or
discharged hereby. Nothing herein contained shall affect or impair the priority of the liens and security interests created and
provided for in the Loan Documents as to the indebtedness which would be secured thereby prior to giving effect to this
Amendment and which remains secured thereby after giving effect to this Amendment. Any and all references to the Credit
Agreement in each of the Loan Documents shall be deemed to refer to and include this Amendment.

7. Headings. The headings of this Amendment are for the purposes of reference only and shall not affect the construction of
the Amendment.

8. Counterparts. This Amendment may be executed by one or more of the parties to this Amendment on any number of
separate counterparts and all of said counterparts taken together shall be deemed to constitute one and the same instrument.
Delivery of an executed counterpart of this Amendment by facsimile or electronic mail shall be equally as effective as delivery of a
manually executed counterpart of this Amendment. Any party delivering an executed counterpart of this Amendment by facsimile
or electronic mail shall also deliver a manually executed counterpart of this Amendment, but the failure to deliver a manually
executed counterpart shall not affect the validity, enforceability, or binding effect of this Amendment.



9. Governing Law. This Amendment shall be governed by and construed in accordance with the internal laws (as opposed to
the conflict of law provisions) of the State of Illinois.

[SIGNATURE PAGES FOLLOW]

(Signature Page to Fifth Amendment to Credit Agreement)

IN WITNESS WHEREOF, the Borrowers, the Agent and each Lender have executed this Amendment as of the date first
above written.

   
BORROWERS:  
LAWSON PRODUCTS, INC.,
a Delaware corporation
By:       
Name: Ronald J. Knutson
Its: Senior Vice President and
Chief Financial Officer

 

LAWSON
PRODUCTS,
INC.,
an Illinois
corporation
By:      
Name: Ronald
J. Knutson
Its: Senior Vice
President and
Chief Financial
Officer

DRUMMOND AMERICAN LLC,
an Illinois limited liability company
By:       
Name: Ronald J. Knutson
Its: Senior Vice President and
Chief Financial Officer

 

CRONATRON
WELDING
SYSTEMS
LLC,
a North
Carolina
limited liability
company
By:      
Name: Ronald
J. Knutson
Its: Senior Vice
President and
Chief Financial
Officer

 

 

AUTOMATIC
SCREW
MACHINE
PRODUCTS
COMPANY,
INC.,
an Alabama
corporation
By:      
Name: Ronald
J. Knutson
Its: Senior Vice
President and
Chief Financial
Officer

 
(Signature Page to Fifth Amendment to Credit Agreement)
AGENT:
THE PRIVATEBANK AND TRUST COMPANY
By:      
Name:      
Its:      
LENDER:
THE PRIVATEBANK AND TRUST COMPANY
By:      
Name:      
Its:      



EXHIBIT A
TO

FIFTH AMENDMENT TO CREDIT AGREEMENT

ANNEX B – PRICING SCHEDULE

         
  Total  LIBOR  ABR Option Margin  Unused Line Fee
  Debt To Consolidated  Margin     
  EBITDA       
Level I  <1.00x  125bps  Prime – 100bps  25bps
 

 
 

 
 

 
 

 
 

Level II  =1.00x but <2.00x  145bps  Prime – 80bps  25bps
 

 
 

 
 

 
 

 
 

Level III  =2.00x but <3.00x  165bps  Prime – 60bps  37.5bps
 

 
 

 
 

 
 

 
 

Level IV  =3.00x  185bps  Prime – 40bps  37.5bps
 

 
 

 
 

 
 

 
 



Lawson Products, Inc. Announces Extension of $55.0 million Credit Agreement

For Immediate Release

DES PLAINES, Ill., Oct 03, 2011 (BUSINESS WIRE) — Lawson Products, Inc. (NASDAQ:LAWS) (the “Company”), today announced it has entered into an Amendment to
the Credit Agreement dated August 21, 2009 between the Company and The PrivateBank and Trust Company (“Amended Credit Agreement”). The Amended Credit
Agreement extends the term of the $55.0 million credit facility, which includes an additional $20.0 million accordion feature, to October 1, 2016. The Amended Credit Facility
decreases the interest rate spreads and the unused line fee, increases the annual allowable dividends from $7.0 million to $10.0 million, increases the allowance for acquisitions
and reduces the minimum working capital to total debt ratio from 2.0 to 1.75.

Thomas Neri, President and Chief Executive Officer said, “We are very pleased to continue our excellent relationship with The PrivateBank. This amendment reflects the
confidence they have in Lawson’s future, and provides us additional flexibility to implement our growth strategies and further invest in our business.”

About Lawson Products, Inc.

Founded in 1952, Lawson Products, Inc. (NASDAQ: LAWS), is an industrial distributor of more than 300,000 different maintenance and repair supplies. Lawson Products
serves its customers through a dedicated team of 1,100 experienced field sales agents and approximately 900 employees. The Company services the industrial, institutional,
commercial and government markets in all 50 U.S. states, Canada and Puerto Rico.

This Release contains certain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 that involve risks and uncertainties. The
terms “may,” “should,” “could,” “anticipate,” “believe,” “continues,” “estimate,” “expect,” “intend,” “objective,” “plan,” “potential,” “project” and similar expressions are
intended to identify forward-looking statements. These statements are not guarantees of future performance and involve risks, uncertainties and assumptions that are difficult to
predict. These statements are based on management’s current expectations, intentions or beliefs and are subject to a number of factors, assumptions and uncertainties that could
cause or contribute to such differences or that might otherwise impact the business and include the risk factors set forth in Item 1A of the December 31, 2010 Form 10-K filed
on February 17, 2011 and updated in Item 1A of the June 30, 2011 Form 10-Q filed on July 28, 2011. The Company undertakes no obligation to update any such factor or to
publicly announce the results of any revisions to any forward-looking statements whether as a result of new information, future events or otherwise.

Investor Contact: 
Lawson Products, Inc. 
Ronald J. Knutson, 847-827-9666, ext. 2665 
SVP, Chief Financial Officer

Media Contact: 
Carolyn Ballard, 847-827-9666 ext. 2251 
Director, Communications


