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Item 1.01 Entry into a Material Definitive Agreement.
 
On October 24, 2005, Superior and Sedgwick Associates, an Illinois limited partnership (the “Partnership”), entered into a Real Estate Sales Agreement, dated
October 24, 2005 (the “Real Estate Sale Agreement”), with the City of Chicago. Lawson Products, Inc. (the “Company”) is the limited partner of the Partnership
and owns approximately 98.5% of the total Partnership interests. The interests were acquired at the time of the formation of the Partnership in 1984. Pursuant to
the Real Estate Sale Agreement, the Partnership has agreed to sell real property located at 366 West Superior Street and 400-432 West Superior Street in Chicago,
Illinois to the City of Chicago for the purchase price of approximately $17,950,000, subject to customary closing conditions, as well as prorations and similar
adjustments at closing. The closing is expected in the fourth quarter of 2005. The real property is the sole asset of the Partnership.
 
Robert J. Washlow, Chairman of the Board and Chief Executive Officer of the Company, is the general partner of the Partnership and owns approximately 1.5%
of the total Partnership interests. Pursuant to the Agreement of Limited Partnership dated November 1, 1984 governing the Partnership (the “Partnership
Agreement”), which was entered into prior to the time that Mr. Washlow became an executive officer or director of the Company, the general partner is entitled to
be paid reasonable fees as compensation for managing the affairs of the Partnership. The fees are to be comparable to those charged by real estate management
firms in the Chicago metropolitan area and shall conclusively be deemed to be reasonable if they have been approved by the limited partner. In connection with
the Real Estate Sale Agreement, the Company’s board of directors established a special committee of disinterested directors to consider the management fees to
be paid pursuant to the Partnership Agreement. The special committee engaged advisors of its own selection to assist in its evaluation of the management fees,
and on October 24, 2005 the special committee concluded that the appropriate management fees pursuant to the Partnership Agreement were $2,000,000, payable
by the Partnership at the closing under the Real Estate Sale Agreement. On October 24, 2005, the audit committee of the board of directors considered and
approved the management fees. Also on October 24, 2005, the management fees approved by the special committee were ratified by the board of directors, with
Mr. Washlow abstaining. Mr. Washlow will also receive net cash proceeds of approximately $270,500 due to his 1.5% partnership interest.
 
As a result of the transaction contemplated by the Real Estate Sale Agreement and the dissolution of the Partnership, the Company expects to receive net cash
proceeds of approximately $15,323,600. The Company expects that its gain on the transaction will be approximately $13,660,000, or $1.50 per share, which will
be reflected in the Company’s financial results for the quarter ending December 31, 2005.
 
The foregoing description is a summary of the material terms of the Real Estate Sale Agreement and the compensation arrangements pursuant to the Partnership
Agreement and does not purport to be complete, and is qualified in its entirety by reference to the Real Estate Sale Agreement and the Partnership Agreement,
copies of which are attached
 
 
 



 
to this Form 8-K as Exhibit 10(c)(20) and 10(c)(21), respectively, each of which is incorporated herein by reference.
 
Item 2.02 Results of Operations and Financial Condition.
 
On October 25, 2005, the Company issued a press release announcing its operating results for the quarter ended September 30, 2005. A copy of the press release
is attached as Exhibit 99.1 to this Form 8-K.
 
Item 2.05 Costs Associated with Exit or Disposal Activities
 
The Company plans to close its original equipment manufacturer distribution operations in the United Kingdom. The Company intends to inform its employees
with respect to this decision on October 31, 2005. The Company plans to close its 4,000 square foot general distribution center in Bradley Stoke (Bristol),
England and its 10,000 square foot general distribution center in Newcastle, England, subject to consultation with its employees as required by the employment
laws of the United Kingdom. The restructuring actions are expected to be completed in the next two months. The decision to close the Company’s original
equipment manufacturer distribution operations in the United Kingdom was based upon the continued operating losses incurred by this business over the last
several years.
 
The Company expects the charges associated with these restructuring actions to approximate $12 million before tax, $7.2 million after tax, or $.80 per diluted
share. Of this total, $0.75 million relates to severance costs in connection with the planned termination of approximately 25 employees in the United Kingdom
and substantially all of the remaining costs are associated with the write-off of inventory and equipment and expenditures relating to lease terminations. The
Company expects to account for the United Kingdom operations as a “discontinued operation” in its fourth quarter and full year 2005 financial statements in
accordance with generally accepted accounting principles (“GAAP”). The Company expects that the restructuring plan will result in cash expenditures of
approximately $2 million.
 
Item 2.06 Material Impairments
 
In conjunction with the Company’s restructuring plan described in Item 2.05 above, the Company will recognize a pre-tax charge of $1.2 million, $.7 million after
tax, or $.08 per diluted share, to reflect the accounting for the impairment of goodwill and intangible assets used in its global original equipment manufacturer
distribution operations due to the loss of customers in connection with the closing of its original equipment manufacturer distribution operations in the United
Kingdom. The Company does not expect this charge to result in the expenditure of cash. In addition, please refer to item 2.05 above.
 
 
 
 



 
 
Item 5.05 Amendments to Registrant’s Code of Ethics, or Waiver of a Provision of the Code of Ethics.
 
On October 24, 2005, in connection with the management fees payable to Mr. Washlow as described in Item 1.01 - “Entry into a Material Definitive Agreement,”
the Company’s board of directors, with Mr. Washlow abstaining, granted Mr. Washlow a waiver of the following provision under the Company’s code of ethics:
Article II. Business Practices and Legal Compliance, Section A. Conflicts of Interest. It is noted that the underlying transaction was entered into prior to Mr.
Washlow’s appointment as an executive officer or director of the Company.
 
CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS: This Form 8-K contains certain forward-looking statements
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. Such statements speak only as of the date
of this Form 8-K and are subject to a variety of risks and uncertainties, many of which are beyond the Company’s control, which could cause actual
results to differ materially from the expectations. These risks include, but are not limited to: excess and obsolete inventory; disruptions of the
Company’s information systems; risks of rescheduled or cancelled orders; increases in commodity prices; the influence of controlling stockholders;
competition and competitive pricing pressures; the effect of general economic conditions and market conditions in the markets and industries the
Company serves; the risks of war, terrorism, and similar hostilities; and, all of the factors discussed in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2004 and Form 10-Q for the quarters ended March 31, 2005 and June 30, 2005. The Company undertakes no obligation to
update any such factor or to publicly announce the results of any revisions to any forward-looking statements contained herein whether as a result of
new information, future events or otherwise.
 
 
 



 
 
Item 9.01 Financial Statements and Exhibits.
 
(c) Exhibits.
 

10(c)(20) Real Estate Sales Agreement, dated October 24, 2005, by and between the City of Chicago and Superior and Sedgwick Associates.
10(c)(21) Agreement of Limited Partnership of Superior and Sedgwick Associates, an Illinois Limited Partnership, dated as of November 1,

1984.
99.1 Press release issued by Lawson Products, Inc. on October 25, 2005.

 

 
 
 
 
 



 
 

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.
  (Registrant)
   
Dated: October 28, 2005 By: /s/ Thomas J. Neri
 Name: Thomas J. Neri
 Title: Executive Vice President, Finance, Planning and

Corporate Development; Chief Financial Officer;
and Treasurer

 
 
 
 
 
 
 



REAL ESTATE SALES AGREEMENT

This REAL ESTATE SALES AGREEMENT (“Agreement”) is made this 24th day of October, 2005, by and among CHICAGO TITLE LAND
TRUST COMPANY, not personally, but solely as Successor Trustee under Trust Agreement dated February 1, 1984, and know as Trust Number 60347
(“Trustee”), and SUPERIOR AND SEDGWICK ASSOCIATES, an Illinois limited partnership, c/o Robert J. Washlow, General Partner, being the sole
beneficiary and holder of power of direction with respect to said Trust (“Superior and Sedgwick”) (Trust and Superior and Sedgwick, collectively know as
the “Seller”), having its principal offices located at 1666 East Touhy Avenue, Des Plaines, Illinois 60018, and the CITY OF CHICAGO, an Illinois municipal
corporation (“City”), having its principal offices at City Hall, 121 North LaSalle Street, Chicago, Illinois 60602.

R E C I T A L S

WHEREAS, Seller is the owner of certain parcels of real estate which are commonly known as 366-370 West Superior Street and 400-440 West
Superior Street, Chicago, Illinois and which are legally described on Exhibit A attached hereto (“Property”); and

WHEREAS, the Property consists of two non-contiguous improved parcels, one of which is improved with a two-story building and a six-story
building having a total gross building area of 113,036 square feet located at 400-440 West Superior Street and the other improved with a one-story masonry
constructed garage having a gross building area of 7,735 square feet located at 366-370 West Superior Street(collectively, the “Buildings”); and

WHEREAS, the City desires to purchase the Property from Seller together with the Buildings and all other improvements and fixtures thereon, and all
interests in streets and alleys, if any, and all other rights, titles and interests appurtenant thereto, and subject only to general taxes not yet due and payable, special
assessments not yet due and payable, and free and clear of all liens, encumbrances, title defects, or claims of any kind and nature, and Seller desires to sell the
Property to the City upon the terms and conditions described in this Agreement;

NOW, THEREFORE, in consideration of the promises and the mutual obligations of the parties hereto, each of them hereby covenant and agree with
the other as follows:

 SECTION 1. INCORPORATION OF RECITALS

The recitations set forth above constitute an integral part of this Agreement and are hereby incorporated herein by this reference with the same force
and effect as if set forth herein as agreement of the parties.

 
 



 
 
                SECTION 2. REPRESENTATIONS AND WARRANTIES.

A.           Representations and Warranties of Seller. To induce the City to execute this Agreement and perform the obligations of the City hereunder,
Seller hereby represents and warrants to the City as follows:

1.            No litigation or proceedings are pending or threatened against Seller or any party controlling or controlled by Seller which could affect the
ability of Seller to perform its obligations in accordance with the terms of this Agreement.

2.            The execution, delivery and performance by Seller of this Agreement have not constituted or will not, upon the giving of notice or lapse of
time, or both, constitute a breach or default under any other agreement which may affect the Property to which Seller or any party controlling or
controlled by Seller is a party or may be bound or affected, or a violation of any law or court order which may affect the Property, any part thereof, any
interest therein or the use thereof.

3.            Seller has full power and authority to execute and deliver this Agreement and perform its obligations set forth herein.

4.            Seller has no knowledge, nor has received any notice, other than a notice from the City of Chicago, Department of Buildings dated August 19,
2005, that the current use of the Property violates: (a) any statute, law, regulation, rule, ordinance or executive or judicial order of any kind (including,
without limitation, zoning and building laws, ordinances, codes or approvals and environmental protection laws or regulations); or (b) any building
permit, restriction of record or any agreement affecting the Property or any part thereof. “Seller’s knowledge” herein is based on and limited to the actual
knowledge of Robert J. Washlow, General Partner of Superior and Sedgwick Associates. No knowledge of the City, as tenant of the Property, or any of
its agents or employees, shall be imputed to Seller.

5.            Except for mortgages and other liens, if any, which can and will be satisfied by the payment of money at the closing, and except for real estate
taxes and assessments not due and payable, Seller has not: (a) granted, suffered or permitted any lien, claim or encumbrance upon the Property or any
portion thereof; (b) permitted or suffered any levy, attachment, claim or restraint to be made affecting the Property; or (c) executed any leases for the
Property, which will not be terminated at or before the Closing Date, other than the Amendment To Sublease Agreement dated August 31, 2005 (the
“Amended Sublease Agreement”) by and between the Trustee and the City which shall be terminate on October 31, 2003, the date the disbursement of
funds are issued by the Title Company.
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B.           Representations and Warranties of the City. To induce Seller to execute this Agreement and perform the obligations of Seller hereunder, the
City hereby represents and warrants to Seller as follows:

1.            The execution of this Agreement by the City and the performance of its obligations hereunder have been authorized by an ordinance adopted
by the City Council of the City of Chicago on October 6, 2005.

2.            To the best of the City’s knowledge, the performance by the City of its obligations hereunder will not violate any other agreement to which the
City is a party or any court order or decree by which the City is bound.

3.            To the best of the City’s knowledge, there is no litigation or proceedings pending against the City that could prevent the City from performing
its obligations in accordance with the terms of this Agreement.

C.           Survival of Representations and Warranties. The parties agree that all of their respective representations and warranties set forth in this
Section 2 or elsewhere in this Agreement are true as of the date of this Agreement and will be true at all times hereafter, except with respect to matters which have
been disclosed in writing to and approved by the other party. The continued accuracy of the representations and warranties shall be a condition precedent to the
obligation of the parties to close the transaction contemplated by this Agreement.

 SECTION 3. SALE AND PURCHASE PRICE.

Subject to the terms, covenants and conditions of this Agreement, the City agrees to purchase the Property from Seller, and Seller agrees to sell the
Property to the City for the negotiated sum of Seventeen Million Nine Hundred Fifty Thousand and no/100 Dollars ($17,950,000) (“Purchase Price”).

 SECTION 4. EARNEST MONEY.

On the date this Agreement is fully executed by all parties, the City shall deposit with the Seller an earnest money deposit in the amount of Three
Hundred Seventy Four Thousand Four Hundred Forty Three and 02/100 Dollars ($374,443.02) (“Earnest Money”), which shall be credited to the Purchase Price
at closing. Should the City fail to close on the purchase of the Property, except due to Seller’s default, the City shall forfeit the Earnest Money to the Seller.

SECTION 5. CONVEYANCE OF PROPERTY.

A.         Form of Deed. Superior and Sedgwick shall cause the Trustee to convey to the City fee simple title to the Property by Trustee’s Deed (“Deed”)
free and clear of all title exceptions other than those items set forth on Exhibit B attached hereto (“Permitted Exceptions”). The Deed shall be duly executed and
acknowledged by the Trustee who holds title to the property and in proper form for recording.

 
3

 



 
 

B.          The Closing. The closing (“Closing”) of the transaction contemplated by this Agreement shall take place at the downtown offices of Stewart
Title Company (“Title Company”) on or before October 31, 2005 or at such other date and time as the parties may agree to. The date upon which the transaction
contemplated by this Agreement is to close is hereinafter called the “Closing Date.”

C.         Escrow. The Property shall be conveyed by Seller to the City in accordance with the provisions described in the usual form of deed and money
escrow instructions utilized by the Title Company for a New York Style closing, with such special instructions as may be required to conform such instructions
with this Agreement. In the event of any conflict between the escrow instructions and this Agreement, the terms of this Agreement shall prevail. Except for the
title commitment, later date, and an ALTA Owner’s Policy with extended coverage in the amount of the Purchase Price, dated as of the Closing Date, all to be
paid by Seller, the cost of the escrow shall be shared equally by the Seller and City.

D.         Condition of Title. Within ten (10) days of the date of execution of this Agreement by the parties (“Execution Date”), Seller shall deliver to
the City a commitment for a standard American Land Title Association Owner’s policy of title insurance (“Title Commitment”) covering the Property issued by
the Title Company. At the Closing, Seller shall deliver a “later date” or “updated” Title Commitment dated as of the Closing Date that reflects no exceptions to
title other than the Permitted Exceptions. Seller shall provide copies to the City and the Title Company of all unrecorded agreements, liens, mortgages and other
encumbrances not less than thirty (30) days prior to the Closing Date. In the event Seller is unable to deliver title to the City subject only to the Permitted
Exceptions by the Closing Date, the City may: (a) grant an extension of time to Seller for such period of time that the parties deem necessary for Seller to remove
the unpermitted exceptions; or (b) accept title subject to any unpermitted exceptions, with the right to offset against the purchase Price any amounts paid to or
escrowed with the title Company to remove unpermitted exceptions attributable to monetary liens and encumbrances; or (c) terminate this Agreement by written
notice to Seller. Seller shall be responsible for the cost and expense of the Title Commitment, later date, and an ALTA Owner’s Policy with extended coverage in
the amount of the Purchase Price, dated as of the Closing Date, insuring fee simple title in the Property to the City. The City may, at its expense, obtain such
additional endorsements to the title policy as it deems necessary.

 E. Survey. The City may, at its own expense, obtain a current survey of the property.

F.          Utilities. At the Closing, Seller shall deliver evidence from the local governmental authority and other appropriate utility companies disclosing
that all water and other utility bills have been paid in full through the date of Closing.

G.         Brokers. The parties represent and warrant to each other that no person or entity has been engaged, utilized, or dealt with that would be
entitled to a broker’s commission or finder’s fee in connection with the sale of the Property. In the event that any claim is asserted for such commission or fee, the
party deemed to be responsible for such claim shall indemnify, defend and hold the non-responsible party harmless from and against any such claim.

 
4

 



 
 

H.         Compliance with Applicable Laws. The parties shall comply with all applicable federal, state and local laws and regulations governing the
sale of the Property.

 I. Date of Possession. Seller shall deliver legal possession of the Property to the City at closing.

 J. Real Estate Taxes.

The City, as the sub-tenant under Amended Sublease Agreement, is responsible for the general real estate taxes levied against the Property prior to the
Closing Date. The City, as purchaser of the Property, shall be responsible for the general real estate taxes levied against the Property after the Closing Date.

 SECTION 6. CONDITIONS TO CLOSING.

The obligation of the City to consummate the transaction contemplated in this Agreement is subject to the following conditions, any of which may be
waived by the City on or before the Closing Date:

 a) The Property shall not have been adversely affected in any material way as a result of any condemnation, fire, flood, act of God or the
public enemy, unavoidable cause, accident or other casualty, that is not covered by the insurance required to be provided by the City
as the current tenant of the Property.

 b) There shall be no administrative action, litigation or other governmental proceedings, other than the Notice received from the City of
Chicago, Department of Buildings on August 19, 2005, or any such action arising out of the conduct of the City in its capacity as
tenant of the Property of any kind pending or threatened against Seller or the Property that would adversely affect the value of the
Property.

 c) There shall have occurred no material adverse change to any aspect of the Property caused by Seller unless the change is contemplated
by this Agreement.

 d) This Agreement shall not have been terminated by either party in accordance with the terms hereof.

 e) Seller shall have performed all of the obligations and covenants undertaken by Seller to be performed prior to the Closing.
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                SECTION 7. CITY’S RIGHT TO ENTER THE PROPERTY.  Seller shall permit the City or its authorized representatives, agents and contractors
to enter onto the Property from time to time, for reasons beyond the purposes for which the City currently leases the Property, such as for performing tests,
environmental audits, engineering and marketing studies, surveys, and other inspections, studies and tests on the Property as the City shall reasonably deem
necessary. The City shall require any party hired by the City to perform such inspections and tests to maintain liability insurance in amounts and coverages
reasonably acceptable to Seller. The City shall promptly repair and restore the Property to the same condition as existed immediately prior to such entry if such
entry resulted in any damage thereto.

SECTION 8. CONDEMNATION. In the event that any eminent domain proceedings are initiated by a governmental or quasi-governmental agency
(other than the City), which might result in the taking of the Property or any part thereof, or if Seller receives notice from such governmental or quasi-
governmental agency that such action is contemplated by the agency, Seller shall promptly notify the City in writing. Upon the receipt of such notice by the City,
the City may terminate this Agreement by sending written notice thereof to Seller.

SECTION 9. CASUALTY.

Loss or damage to any improvements located on the Property by fire, casualty or act of God shall be at the sole risk of Seller until the conveyance of
the Property to the City if such fire, casualty or act of God is not covered by the insurance required to be maintained by the City as the current tenant of the
Property. In the event of such damage or casualty to all or any portion of the Property prior to the Closing, Seller shall promptly send written notice thereof to the
City. The City may, within thirty (30) days following receipt of such notice, elect to terminate this Agreement by sending written notice thereof to Seller. Upon
such termination, all documents and Earnest Money deposited with the Seller or escrowee shall be promptly returned to the party depositing such document or
monies. If the City chooses to proceed with the transaction, the Purchase Price shall be equitably adjusted.

SECTION 10. REMEDIES.

A.         Time is of the Essence. The parties agree that time is of the essence in the performance of their obligations under this Agreement and every
provision hereof in which time is an element. No extension of time for the performance of any obligation or act shall be deemed an extension of time for
performance of any other obligation or act. If any date for performance falls on a Saturday, Sunday or legal holiday, then the time of such performance shall be
extended to the next business day thereafter.

B.          Breach. In the event of a default by a party in the performance of its obligations under this Agreement, such party upon written notice from the
other shall immediately proceed to cure or remedy such default. In the event of a default by Seller that has not been cured within thirty (30) days after notice of
default, the City may terminate this Agreement by giving written notice thereof to Seller, the Seller shall return the full amount of Earnest Money deposit to the
City, and the City may institute such proceedings at law or in equity as may be desirable in its
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sole discretion to remedy the default, including but not limited to, proceedings to compel specific performance. In the event of a default by the City that has not
been cured within thirty (30) days after notice of default, Seller may terminate this Agreement by giving written notice thereof to the City, retain the Earnest
Money deposit, and may institute such proceedings at law or in equity as may be desirable in its sole discretion to remedy the default.

C.           Waiver and Estoppel. Any delay by either party in instituting or prosecuting any actions or proceedings or otherwise asserting its rights shall
not operate as a waiver of such rights or operate to deprive said party of or limit such rights in any way. No waiver made by either party with respect to any
specific default by the other party shall be construed, considered or treated as a waiver of the rights of said party with respect to any other defaults of the other
party.

 SECTION 11. CONFLICT OF INTEREST; CITY’S REPRESENTATIVES NOT INDIVIDUALLY LIABLE; SELLER’S
REPRESENTATIVES NOT INDIVIDUALLY LIABLE.

No agent, official or employee of the City shall have any personal interest, direct or indirect, in this Agreement; nor shall any such agent, official or
employee participate in any decision relating to this Agreement which affects his/her personal interest or the interest of any corporation, partnership or association
in which he/she is directly or indirectly interested. No agent, official or employee of the City shall be personally liable to Seller or any successor in interest in the
event of any default or breach by the City. No general partner or limited partner of Superior and Sedgwick, or any employee, officer, director, agent or contractor
of any partner of Superior and Sedgwick shall be personally liable to the City for any breach or default by the Seller.

 SECTION 12. BUSINESS RELATIONSHIPS.

The Seller acknowledges (A) receipt of a copy of Section 2-156-030 (b) of the Municipal Code of Chicago, (B) that it has read such provision and
understands that pursuant to such Section 2-156-030 (b) it is illegal for any elected official of the City, or any person acting at the direction of such official, to
contact, either orally or in writing, any other City official or employee with respect to any matter involving any person with whom the elected City official or
employee has a “Business Relationship” (as defined in Section 2-156-080 of the Municipal Code of Chicago), or to participate in any discussion in any City
Council committee hearing or in any City Council meeting or to vote on any matter involving the person with whom an elected official has a Business
Relationship, and (C) that a violation of Section 2-156-030 (b) by an elected official, or any person acting at the direction of such official, with respect to any
transaction contemplated by this Agreement shall be grounds for termination of this Agreement and the transactions contemplated hereby. The Seller hereby
represents and warrant that, to the best of its knowledge after due inquiry, no violation of Section 2-145-030 (b) has occurred with respect to this Agreement or
the transaction contemplated hereby.
In furtherance of the above, simultaneously with the execution of this Agreement, Seller has executed and delivered to the City a completed Economic Disclosure
Statements (“EDS Forms”) in form and substance acceptable to the City. Seller covenants to execute and deliver a recertified EDS Forms in substantially the
same form and substance on the Closing Date and
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acknowledges that such execution and delivery shall be a condition precedent to the City’s obligation to purchase the Property from the Seller.

 SECTION 13. PROVISIONS NOT MERGED WITH DEED.

The provisions of this Agreement shall not be merged with the Deed, and the Deed shall not be deemed to affect or impair the provisions of this
Agreement.

SECTION 14. HEADINGS.

The headings of the various sections of this Agreement have been inserted for convenient reference only and shall not in any manner be construed as
modifying, amending or affecting in any way the express terms and provisions thereof.

 SECTION 15. GOVERNING LAW.

This Agreement shall be governed by and construed in accordance with the laws of the State of Illinois.

 SECTION 16. ENTIRE AGREEMENT.

This Agreement constitutes the entire agreement between the parties and supersedes and replaces any prior agreements between the parties with respect
to the subject matter hereof. This Agreement shall not be modified or amended in any manner other than by supplemental written agreement executed by the
parties.

 SECTION 17. SEVERABILITY.

If any provision of this Agreement, or any paragraph, sentence, clause, phrase or word, or the application thereof, is held invalid, the remainder of this
Agreement shall be construed as if such invalid part were never included herein and this Agreement shall be and remain valid and enforceable to the fullest extent
permitted by law.

 SECTION 18. NOTICES.

Any notice, demand or communication required or permitted to be given hereunder shall be given in writing at the addresses set forth below by any of
the following means: a) personal service; b) electronic communications, whether by telex, telegram or telecopy; c) overnight courier; or d) registered or certified
first class mail, postage prepaid, return receipt requested:
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 If to Seller: Superior and Sedgwick Associates  
 1666 East Touhy Avenue  
 Des Plaines, Illinois 60018  
 Attn: Robert J. Washlow,  
 General Partner

 

 with a copy to: Vedder, Price, Kaufman & Kammholz, P.C.
 222 North LaSalle Street  
 Suite 2600  
 Chicago, Illinois 60601-1003  
 Attn: Pearl A. Zager

 

 If to the City: City of Chicago  

Department of General Services
 30 North LaSalle Street, 37th Floor  
 Chicago, Illinois 60602  
 Attn: Cary Kalant,  
 Manager of Real Estate

 

 with a copy to: City of Chicago  
 Department of Law  
 30 North LaSalle Street  
 Suite 1610  
 Chicago, Illinois 60602  
 Attn: Chief Assistant Corporation Counsel
 Real Estate Division  
 Fax: 312-742-0277

 

Any notice, demand or communication given pursuant to either clause a) or b) hereof shall be deemed received upon such personal service or upon dispatch by
electronic means, respectively, provided that such electronic dispatch is confirmed as having occurred prior to 5:00 p.m. on a business day. If such dispatch
occurred after 5:00 p.m. on a business day or on a non-business day, it shall be deemed to have been given on the next business day. Any notice, demand or
communication given pursuant to clause c) shall be deemed received on the business day immediately following deposit with the overnight courier. Any notice,
demand or communication sent pursuant to clause d) shall be deemed received three (3) business days after mailing. The parties, by notice given hereunder, may
designate any further or different addresses to which subsequent notices, demands or communications shall be given.
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 SECTION 19. COUNTERPARTS.

This Agreement may be executed in counterparts, each of which shall constitute an original instrument.

 SECTION 20. AMENDMENTS.

This Agreement may only be amended by the parties in writing. Such amendment shall become effective upon its execution by the parties.

 SECTION 21. SUCCESSORS AND ASSIGNS.

The terms of this Agreement shall be binding upon the City and Seller, and their respective legal representatives, successors and assigns.
Notwithstanding the foregoing, prior to the Closing, neither party may assign its rights hereunder without the prior written consent of the other party.

SECTION 22. OTHER ACTS.

The parties agree to perform such other acts, and to execute, acknowledge and deliver such other instruments, documents and materials as may be
reasonably to consummate the transaction contemplated in this Agreement.

(SIGNATURES APPEAR ON FOLLOWING PAGE)
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IN WITNESS WHEREOF, the parties hereto have executed or caused this Agreement to be executed as of the date first above written.

 CITY OF CHICAGO,  
 an Illinois municipal corporation,  
 by and through its Department of General Services

BY: /s/ Michi E. Pena
 Michi E. Pena,
 Commissioner

 

SEE RIDER ATTACHED HERETO AND MADE A PART HEREOF.

 CHICAGO TITLE LAND TRUST COMPANY,  
 as Successor Trustee as aforesaid and not personally

 By: /s/ Harriet Denisewicz
 

 Name: Harriet Denisewicz
 

 Its: Trust Officer

 

 SUPERIOR AND SEDGWICK ASSOCIATES,  
 an Illinois limited partnership

 

By: /s/ Robert J. Washlow, GP
 Robert J. Washlow,
 General Partner

 

This instrument was prepared by:

Karen D. Bielarz
Senior Supervisor Counsel
Real Estate Division
Room 1610
30 North LaSalle Street
Chicago, Illinois 60602
(312) 744-6910
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EXCULPATORY CLAUSE FOR CHICAGO TITLE LAND TRUST COMPANY, SUCCESSOR TRUSTEE TO American National Bank and Trust
Company of Chicago, AS TRUSTEE UNDER TRUST AGREEMENT DATED February 1, 1984 AND KNOWN AS TRUST #60437 ATTACHED TO
AND MADE A PART Real Estate Sales Agreement with City of Chicago.

It is expressly understood and agreed by and between the parties hereto, anything to the contrary notwithstanding, that each and all of the warrants, indemnities,
representations, covenants, undertakings and agreements herein made on the part of the Trustee while in form purporting to be the warranties, indemnities,
representations, covenants, undertakings and agreements of said Trustee are nevertheless each and every one of them, made and intended not as personal
warranties, indemnities, representations, covenants, undertakings and agreements by the Trustee or for the purpose or with the intention of binding said Trustee
personally but are made and intended for the purpose of binding only that portion of the trust property specifically described herein, and this instrument is
executed and delivered by said Trustee not in its own right, but solely in the exercise of the powers conferred upon it as such trustee; and that no personal liability
or personal responsibility is assumed by nor shall at any time be asserted or enforceable against CHICAGO TITLE AND TRUST COMPANY, on account of this
instrument or on account of any warranty, indemnity, representation, covenant or agreement of the said Trustee in this instrument contained, either expressed or
implied, all such personal liability, if any, being expressly waived and released.
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EXHIBIT A

LEGAL DESCRIPTION

LOTS 10 THROUGH 23, INCLUSIVE, (EXCEPT THE NORTH 45.65 FEET OF THE EAST 100.20 FEET OF LOTS 19 THROUGH 23, INCLUSIVE,
TAKEN AS A TRACT), IN BLOCK 2 IN HIGGINS, LAW AND COMPANY’S ADDITION TO CHICAGO, IN THE NORTHWEST QUARTER OF
SECTION, 9, TOWNSHIP 39 NORTH, RANGE 14, EAST OF THE THIRD PRINCIPAL MERIDIAN, IN COOK COUNTY, ILLINOIS.

 PROPERTY INDEX NUMBERS: 17-09-116-005-0000  
 17-09-116-008-0000

 

 COMMON ADDRESS: 400 - 440 WEST SUPERIOR, CHICAGO, ILLINOIS

LOTS 5 AND 6 IN BLOCK 1 IN HIGGINS, LAW AND COMPANY’S ADDITION TO CHICAGO, IN THE NORTHWEST QUARTER OF SECTION 9,
TOWNSHIP 39 NORTH, RANGE 14, EAST OF THE THIRD PRINCIPAL MERIDIAN, IN COOK COUNTY, ILLINOIS.

 PROPERTY INDEX NUMBERS: 17-09-117-004-0000  
 17-09-117-005-0000

 

 COMMON ADDRESS: 366 - 370 WEST SUPERIOR, CHICAGO, ILLINOIS
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EXHIBIT B
PERMITTED EXCEPTIONS

General taxes not yet due and payable and special assessments and not yet due and payable.
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SUPERIOR AND SEDGWICK ASSOCIATES
an ILLINOIS LIMITED PARTNERSHIP

This is an Agreement of Limited Partnership (the “Agreement”) made effective as of the 1st day of November, 1984, by and among: Robert J. Washlow
and Sheldon Chertow, as General Partners: and Lawson Products, Inc., a Delaware Corporation, as a Limited Partner.

AGREEMENT

 1. Formation, Name, and Office

A.           Formation. The signatories to this Agreement, hereby organize a Limited Partnership (the “Partnership”) under the Uniform Limited
Partnership Act of the State of Illinois (the “Act”). The rights and obligations of the General Partners and the Limited Partner shall be determined by the Act,
except as otherwise provided in this Agreement.

B.           Name. The name of the Partnership is “Superior and Sedgwick Associates; an Illinois Limited Partnership.” The General Partners
may, from time to time, in the General Partners’ discretion, change the name of the Partnership by giving notice of the change to all the Partners.

C.           Office. The office of the Partnership initially shall be located at 30 North LaSalle Street, Suite 3630, Chicago, Illinois 60602. The
General Partners may, from time to time, in the General Partners’ discretion, change the location of the office of the Partnership at any time by giving notice of
the change to all Partners.

2.            Principal Business. The principal business of the Partnership shall be to acquire, rehabilitate, lease and operate the property commonly known
as 366 West Superior and 400-432 West Superior, Chicago, Illinois, legally described on Exhibit “A” hereto, and to acquire all leases to which such property is
subject, including but not limited to the Lease, and perform all obligations thereunder, for the purpose of investment. The Partnership shall have all powers
necessary or incidental to conduct such business, including the right to sell, lease, manage, operate, rehabilitate, remodel, repair and improve the Partnership
Property, to enter into agreements with others to perform such functions, to borrow money and to do such other things as the General Partners deem necessary or
advisable to carry out the purposes of the Partnership.

 3. Evidencing of Partnership Interest.

The Partnership Interest of each Partner is set forth on Exhibit “B”, which is made a part hereof, as it may be adjusted from time to time pursuant to this
Agreement.

4.            Pertinent Definitions. For purposes of this Agreement, the following definitions will be applicable:

A.           Affiliate means (i) every entity in which any Partner directly or indirectly has a controlling financial interests (ii) a partner’s spouse,
child, grandchild, parent, brother or

 



 
sister, and (iii) every entity in which a person described in clause (ii) directly or indirectly has a controlling financial interest.

B.           Auditors shall mean the certified public accountants, from time to time employed by the Partnership as selected by the General
Partners.

C.           Cash Flow means for each Fiscal Year the Net Income or Net Loss for such year plus the following amounts received, charged, or
deducted during such Fiscal Year:

(1)          Capital Contributions in cash made by the Partners and the proceeds of all loans to the Partnership (including the proceeds of
loans made by the Partners), but not including Proceeds of Refinancing;

(2)          All other cash receipts of the Partnership from any source not included in determining Net Income or Net Loss except
Proceeds of Refinancing and Proceeds of Sale;

(3)          Depreciation of building, furniture, fixtures and equipment, amortization, and other non-cash charges deducted in
determining Net Income or Net Loss; and

(4)          The amount of withdrawals of excess funds from reserves deducted for the prior Fiscal Year pursuant to (6) and (9) of this
Section 4C;

Minus the following items for such Fiscal Year:

(5)          Principal payments on all mortgages, security agreements and loans of the Partnership, except loans made by the Partners
and loans, the repayment of which have been taken into account in computing Proceeds of Refinancing:

(6)          All deposits to property replacement reserves and capital expenditures to the extent made other than from such reserves;

(7)          Prepaid expenses, except those paid from reserves previously accumulated;

(8)          All accrued but uncollected income included in determining Net Income or Net Loss;

(9)          Such amounts as the General Partners may reasonably deem necessary to maintain reserves for working capital, real estate
taxes, insurance, replacement contingency and other anticipated expenditures for anticipated Operating Deficits of the Partnership;

(10)        Security deposits, if any, received from tenants of the Property; and
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(11)        Any and all other cash expenditures of the Partnership to the extent not deducted in determining Net Income or Net Loss
(except refunds of security deposits).

D.           Closing and Escrow Disbursement means the Closing of the acquisition of the Property and Escrow Disbursement pursuant to the
Contract and this Agreement.

E.           Contract means the Contract for Sale of Beneficial Interest and Lessor’s Interest in Lease, Reimbursement of Rehabilitation Costs
and Completion of Construction, attached hereto as Exhibit “C”.

F.            Complete Sale means the sale, condemnation, foreclosure, destruction or other disposition of the Property or any substantial portion
thereof.

G.           Fiscal Year means the fiscal year of the Partnership which shall be the calendar year.

H.           General Partners means Robert J. Washlow and Sheldon Chertow and any person or entity who becomes an additional or successor
General Partner in accordance with this Agreement.

I.             Income means all gross revenues received from the operation of the Property, including rental receipts from tenants, receipts from
parking lots, and interest income, but excluding security deposits, if any.

J.            Lending Institution means Cardinal Federal Savings Bank or other entity providing funds of not less than Thirteen Million One
Hundred Fifty Thousand ($13,150,000) Dollars (less loan fees and expenses) to finance the acquisition of the Property, and other cash requirements of the
Partnership.

K.           Limited Partner shall mean Lawson Products, Inc., a Delaware Corporation, and any other person or entity who becomes an
additional or substituted Limited Partner in accordance with this Agreement.

L.           Lease means that certain Office Building Lease dated March 19, 1984, between the American Trust, as Landlord, and Schering
Corporation, a New Jersey Corporation, as Tenant, (the “Tenant”), guaranteed by Schering-Plough Corporation, a Delaware Corporation (the “Guarantor”) a copy
of which Lease is attached hereto as Exhibit “D”.

M.          Loan means the loan to be obtained by the Partnership and approved by the General Partners from the Lending Institution in
accordance with the terms of the Loan Documents for the purpose of acquiring the Property, and conducting the business of the Partnership.

N.           Loan Documents shall mean all documents, reports, agreements, notes, mortgages, assignments, loan agreements, letters of credit,
and all other papers or instruments required by the Lending Institution to evidence, document, or secure the Loan. The Lending Institution’s Commitment to make
the Loan is attached hereto as Exhibit “E”.
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O.           Net Income or Net Loss means the Net Income or Net Loss of the Partnership as determined (or as redetermined, whether by
amended return filed by the Partnership, by court order, or otherwise) for Federal income tax purposes by the Auditors, but excluding all Gain or Loss on
Complete Sale and determined without regard to any adjustment to basis pursuant to Sections 734 and 743 of the Internal Revenue Code; provided, however, that
any portion of any redetermined amount affecting the Net Income or Net Loss of the Partnership of another Fiscal Year shall be allocated to the same class of
Partners to whom originally allocated.

P.            Operating Deficit shall mean the amount, for any period, by which the Income, Loan proceeds, and Capital Contributions, if any, is
less than the Operating Expenses.

Q.           Operating Expenses shall mean, for any Fiscal Year, any and all expenses and costs paid or incurred in connection with the purchase
and rehabilitation of the Property, the operation of the Property, and the management of Partnership affairs, including but not limited to payments of principal and
interest on the Loan and loans to the Partnership made by Partners; amounts set aside for reserves for the foregoing purposes whether required under the terms of
the Loan or by the General Partners; cash expenditures otherwise capitalized; and expenses of prosecuting, defending, settling, or disposing of litigation with
partners or other parties.

R.           Partners shall mean all of the General Partners, and the Limited Partner from time to time.

S.            Partnership Class shall mean the group of Partners of the same type to which each of the General Partners or the Limited Partner
respectively belong.

T.           Partnership Interest shall mean for each Partner at any time, the share of the Net Income or Net Loss, Gain or Loss on Sale, Cash
Flow, Proceeds of Refinancing, Proceeds of Sale and Capital Accounts allocated to such Partner (or Partners) at such time under this Agreement. As of the
execution of this Agreement, Lawson Products, Inc., is the sole Limited Partner. If at any time there are more than one Limited Partner, then the Partnership
Interest of each of the Limited Partners within the Partnership Class of the Limited Partners to be set forth on a revised Exhibit “B” hereto and shall be
determined by taking the ratio that the Capital Contribution Points allocable to a Limited Partner bears to the total Capital Contribution Points of all of the
Limited Partners. The Partnership Interest of a Limited Partner within the Partnership Class of the Limited Partners shall be adjusted from time to time as
provided by this Agreement.

U.           Proceeds of Refinancing shall mean cash proceeds received by the Partnership from the refinancing of the Loan or any other
indebtedness representing a replacement, modification or extension thereof, after deducting the portion of the Loan or other indebtedness paid by such
refinancing.

V.           Proceeds of Sale shall mean the cash proceeds resulting from a Complete Sale, after deducting all of the expenses and costs incurred
in connection with such sale.
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W.          Terminated Partner shall mean a General Partner who has been removed or who has withdrawn or resigned from the Partnership.

5.            Representations and Warranties of Limited Partners. The Limited Partner represents, warrants and covenants to both the Partnership and
the General Partners that:

A.           Except as otherwise provided for in this Agreement, the Limited Partner will not assign, sell, mortgage, pledge, or otherwise transfer
or encumber any of its rights under this Agreement;

B.           The Limited Partner was granted full and unrestricted access to the Partnership’s business premises, offices, and properties and its
business, partnership, and financial books and records as it requested, and was permitted to examine the foregoing, to question the General Partners, and to make
all other investigations that it considered appropriate to determine or verify the business or condition (financial or otherwise) of the Partnership and to
consummate the transaction contemplated by this Agreement;

C.           The Partnership furnished the Limited Partner all additional information concerning the Partnership’s business and affairs that it
requested;

D.           The Limited Partner understands the Partnership and its property, management, and financial condition; it understands that an
investment in the Partnership is highly speculative;

E.           The Limited Partner is able to evaluate the merits, risks, and other factors bearing on the suitability of the Partnership as an
investment;

F.            The Limited Partner is acquiring its Partnership Interest solely for its own account, as a principal, for investment purposes and not
with a view to, or for resale in connection with, any distribution or underwriting of its Partnership Interest;

 G. The Limited Partner understands that:

(1)          the Partnership Interest that it will purchase has not been and will not be registered under the Securities Act of 1933, the
Illinois Uniform Securities Act or any other state securities law;

(2)          the Limited Partner must hold the Partnership Interest indefinitely unless the Partnership Interest is subsequently registered
under those laws or transferred in reliance on an opinion of counsel satisfactory to the Partnership and its counsel that registration under those
laws is not required and will not cause a termination of the Partnership under Section 708 of the Internal Revenue Code, and

(3)          stop-transfer instructions will be noted in the appropriate records of the Partnership;
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H.           The Limited Partner will not sell, transfer, pledge, or otherwise dispose of its Partnership Interest, unless the Partnership Interest is
registered under the Securities Act of 1933 and under Illinois and any other applicable state securities law, or unless it furnishes the Partnership an opinion of
counsel satisfactory to it and its counsel that registration under those laws is not required and that the disposition will not terminate the Partnership under Sec. 708
of the Internal Revenue Code.

I.             The Limited Partner understands that the Partnership will not file periodic reports with the Securities and Exchange Commission
pursuant to the Securities Exchange Act of 1934.

6.            Term. The Partnership shall exist from the date the Certificate of Limited Partnership is recorded pursuant to the Act, to and including
December 31, 2025; provided, however, that the Partnership may be dissolved and terminated prior to such date under the circumstances described in Section 27
below.

 7. Capital Contributions.

A.           General Partners. The General Partners shall each contribute One Hundred ($100) Dollars and their interest under the Contract to the
capital of the Partnership. No additional capital contributions shall be required of the General Partners and they shall not be obligated to make loans to the
Partnership. If, however, the General Partners advance additional funds to the Partnership such amounts shall be deemed to be loans made by the General Partners
to the Partnership, and shall bear interest at the prime rate plus one percentage point as announced from time to time by the Exchange National Bank of Chicago.

B.           Contributions of Limited Partners. The Limited Partner shall contribute to the Partnership Capital the aggregate amount of Four
Million ($4,000,000) Dollars, as follows:

(1)          As of the execution of this Agreement, the amount of Fifty Thousand ($50,000) Dollars.

(2)          At the time of signing of the Contract, an additional amount of One Million Five Hundred Thousand ($1,500,000) Dollars, in
the form of a receipt for the Treasury Bill which is to serve as Earnest Money and partial downpayment on the Contract Price pursuant to
Section 2.2A of the Contract. Subject to the terms of the Contract, interest on the Treasury Bill shall be paid to the Limited Partner, and the
Limited Partner shall substitute cash for such Treasury Bill, at the time of “Escrow Disbursement”, as defined in the Contract, or the Treasury
Bill shall be sold.

(3)          At the time of “Closing”, as defined in the Contract, an additional amount of Contract, an additional amount of Five Hundred
Thousand ($500,000) Dollars, which together with the Treasury Bill referred to in Section 7B(2), shall serve as a downpayment on the Contract
Price pursuant to Section 2.2B of the Contract.
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(4)          At Escrow Disbursement, an additional amount of Two Million ($2,000,000) Dollars.

C.           The Loan requires the Limited Partner to guaranty unpaid accrued interest thereunder up to a maximum aggregate amount of One
Million ($1,000,000) Dollars. The Limited Partner shall execute such Loan Documents that are required to evidence its guaranty of accrued unpaid interest. If the
Limited Partner is required to make payment on its guaranty of accrued interest, then the amounts so paid shall be deemed to be Additional Capital contributed by
the Limited Partner, and the Capital Contribution Points and Partnership Interest of the Limited Partner shall be adjusted pursuant to Sections 8F and G by
awarding the Limited Partner one (1) Capital Contribution Point for each One Thousand ($1,000) Dollars paid in satisfaction of the guaranty of accrued interest.

 8. Capital Requirements in Excess of $4,000,000.

A.           If the General Partners reasonably determine that the Capital Contributions to be made by the Limited Partner pursuant to Sections
7B(l), (2), (3), and (4) are at any time insufficient to finance the business of the Partnership or fund the Operating Deficit, they may from time to time arrange for
the Limited Partner (or Limited Partners if there are more than one) to contribute Additional Capital to the Partnership (“Additional Capital”), as provided herein,
causing the Partnership to raise funds from such Additional Capital, and in connection therewith, reallocating the then Partnership Interests of any Partner
unwilling to contribute Additional Capital (“Failing Partner”) to other Partners or persons willing to become Partners, who are then willing to contribute such
Additional Capital (“Contributing Partners”).

B.           The General Partners shall give a written notice (an “Additional Capital Contributions Notice”) stating: (1) their intention to require
Additional Capital Contributions; (2) the amount thereof; (3) the amount of Additional Capital to be contributed by the Limited Partner; and (4) the number of
Capital Contribution Points (the “Dilution Factor”) by which a Failing Partner’s aggregate Capital Contribution Points shall be reduced for each One Thousand
($1,000) Dollars of Additional Capital not contributed by a Failing Partner. The Dilution Factor shall be determined by the General Partners in their reasonable
discretion at the time of giving of the Additional Capital Contribution Notice, but in no event shall the Dilution Factor be greater than three (3) Capital
Contribution Points for each One Thousand ($1,000) Dollars of Additional Capital not contributed. If there is more than one Limited Partner, then the Additional
Capital Contribution Notice shall also state the aggregate amount of the Additional Capital Contributions by the Limited Partner as a class, and the resulting
amount of the Additional Capital to be contributed by each Partner.

C.           None of the General Partners shall be required to contribute Additional Capital.

D.           If there is more than one Limited Partner at any time, then the amount of Additional Capital to be contributed by each Limited Partner
shall be in the same proportion that the number of Capital Contribution Points of each Limited Partner, as may set forth on Exhibit “C” and as may be adjusted
from time to time as provided herein, bears to the total number of
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Capital Contribution Points for all of the Limited Partners, at the time of the notice to contribute Additional Capital.

E.            Without personal liability to do so, each Limited Partner shall contribute his share of the Additional Capital as set forth in the notice
of the General Partners on the date specified in the notice, which shall be at least thirty (30) days after the date of the notice to contribute Additional Capital is
received by the Limited Partners. The General Partners shall inform the other Partners of the failure to contribute of a Failing Partner and such Partners shall then
have an opportunity to contribute the balance of the unpaid Additional Capital in the order or priority described herein. If any Limited Partner has failed to
contribute the Additional Capital requested of him, the remaining Limited Partners, if any, shall have the first opportunity to contribute such Additional Capital in
the proportions which their interests in the Partnership bear to the interests in the Partnership of all of the Limited Partners willing to contribute. If there are no
other Limited Partners, or if the Limited Partners who are willing to contribute fail to contribute the entire remaining balance of a Failing Partner, then the
General Partners shall have the opportunity without any obligation to contribute such Additional Capital in the proportions in which their interests in the
Partnership bear to the interests in the Partnership of all the General Partners willing to contribute. If the General Partners fail to contribute the entire remaining
balance of the Failing Partner’s share of Additional Capital, then the General Partners, without being obligated to do so, may seek such Additional Capital from
persons who are not Partners and to admit as new Limited Partners to the Partnership those persons selected by the General Partners who are willing to contribute
such Additional Capital. If the General Partners do not choose to admit new Limited Partners to the Partnership, then the General Partners shall return the
Additional Capital already contributed to the contributing Partners, and shall have no further obligation to obtain Additional Capital for Partnership purposes.

F.            The Capital Contribution Points of each Contributing Partner shall be increased by one additional Capital Contribution Point for each
One Thousand ($1,000) Dollars of Additional Capital required of and contributed by him and by the Dilution factor plus one in number of Contribution Points for
each One Thousand ($1,000) Dollars of Additional Capital contributed as a result of the failure of a Failing Partner to contribute the Additional Capital requested
of him. Each Failing Partner’s Capital Contribution Points shall be reduced (but not below zero) by the Dilution Factor in number of Capital Contribution Points
for each One Thousand ($1,000) Dollars of Additional Capital contributed by another person as a result of the Failing Partner’s failure to contribute the
Additional Capital required of him. If a General Partner, or non-Partner contributes Additional Capital requested of a Failing Partner, then the contributor, for
purposes of the allocations set forth in Sections 11 to 13, inclusive, and otherwise shall be deemed to have been admitted to the Partnership as a Limited Partner
to the extent of the Additional Capital Contribution Points awarded to the contributor as a result of the default of the Failing Partner.

G.           The interest of each Limited Partner in the Net Income, Net Loss, Gain or Loss on a Complete Sale, Cash Distributions and Capital
Accounts of the Partnership, as set forth in Sections 11, 12 and 13, are based on the initial Capital Contribution Points of the Partners set forth on Exhibit “C”. If
additional Capital Contribution Points are allocated to any person under any provision of this Agreement, or if the Capital Contribution Points of a Partner are to
be reduced under any provision of this Agreement, then the allocation of Net Profits, Net
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Loss, Gain or Loss on a Complete Sale, Cash Distributions and Capital Accounts shall be adjusted in like proportion. The Partnership Interests of each of the
Limited Partners shall be adjusted (effective as of the first day of the next quarter following the date on which such adjustment can be calculated) so that the
Partnership Interests are allocated in the same proportion that the Capital Contribution Points of each of the Limited Partners, as adjusted in accordance with this
Section, bears to the total of the Capital Contribution Points, as so adjusted, for all of the Limited Partners.

9.            Partnership Borrowings. Except for the Limited Partner’s guaranty of accrued interest to a maximum of One Million ($1,000,000) Dollars
referred to in Section 7C hereof, the Loan and other Partnership loans in excess of Fifty Thousand ($50,000) Dollars as obtained by the Partnership shall be non-
recourse without personal liability or guaranty of any Partner. The General Partners may from time to time at their election borrow from any of the General
Partners or the Limited Partner. All loans made to the Partnership by the General Partners and loans made to the Partnership by any Limited Partner shall bear
interest at the prime rate plus one percentage point as announced from time to time by the Exchange National Bank of Chicago.

 10. Deposit and Use of Contributions and Other Partnership Funds.

A.           All Partnership funds (to the extent not needed for current working capital), required in the conduct of the Partnership’s business shall,
as determined by the General Partners, be either (1) deposited in one or more interest-bearing accounts of the Partnership, in a bank or banks selected by the
General Partners, or (2) invested in short-term United States governmental securities, certificates of deposit, or commercial paper as the General Partners deem
advisable.

B.           The Partners’ Capital Contributions and any other Partnership funds (including any interest or other income generated by Partnership
deposits or investments) shall be used exclusively for Partnership purposes authorized by this Agreement and shall not be used for the benefit of or commingled
with the funds of the General Partners or any other person.

11.          Capital Accounts. The Partnership shall establish capital accounts for each of the Partners to which it shall credit the amount of their
respective Capital Contributions, and Net Income, and debit the respective Net Loss and Cash Distributions. No Partner shall be entitled to:

A.           withdraw any part of his Capital Contribution, except as provided in this Agreement;

 B. receive distributions from the Partnership other than cash; or

 C. be paid interest on his Capital Contributions.
 

 12. Net Income and Net Loss.
 

A.           The Partnership Net Income or Net Loss, other than Gain or Loss on a Complete Sale, as herein defined, shall be determined as of the
end of each Fiscal Year.

 
9

 



 
 

B.           The Partnership Net Income or Net Loss, other than Gain or Loss on a Complete Sale, shall be allocated ninety-seven percent (97%)
to the Limited Partner (if there is more than one Limited Partner, then pro rata in accordance with their Capital Contribution Points as adjusted pursuant to
Sections 8F and 8G), and one and one-half percent (1.5%) to each of the General Partners.

C.           If there is more than one Limited Partner, the Net Income and Net Loss allocable to the Limited Partners shall be allocated to each
Limited Partner in accordance with his respective Partnership Interests as initially set forth on Exhibit “C”, and as may be adjusted from time to time in
accordance with Sections 8F and 8G of this Agreement.

13.          Gain or Loss on Complete Sale. Gain or Loss on a Complete Sale shall be allocated among the Partners as follows:

 A. Loss on a Complete Sale shall be allocated as follows:

(1)          Loss on a Complete Sale shall first be allocated to those Partners with positive capital accounts, pro rata, in accordance with
such positive capital accounts, until such accounts are brought to zero.

(2)          Any Loss on a Complete Sale not allocated pursuant to Section 13A(l) shall be allocated ninety-seven percent (97%) to the
Limited Partner, and one and one-half percent (1.5%) to each of the General Partners.

 B. Gain on a Complete Sale shall be allocated as follows:

(1)          Gain on a Complete Sale shall first be allocated to those Partners with negative capital accounts, pro rata, in accordance with
such negative capital accounts until such accounts are brought to zero;

(2)          Gain on a Complete Sale not allocated pursuant to Section 13B(1) shall next be allocated to the Limited Partner, in a manner
which results in the Partner having a capital account equal to an amount calculated to be equal to the product of the Partner’s number of Capital
Contribution Points, as adjusted pursuant to Sections 8F and 8G multiplied by One Thousand ($1,000) Dollars minus all previous distributions
of cash to the Limited Partner (the “Net Cash Investment”);

(3)          Gain on a Complete Sale not allocated pursuant to Sections 13B(l) and (2) shall be allocated to the General Partners equally
to a maximum of Thirty-Five Thousand ($35,000) Dollars each (the “General Partner’s Adjusted Gain”).

(4)          Any Gain on a Complete Sale not allocated pursuant to Sections 13B(1), (2) and (3) shall be allocated ninety-seven percent
(97%) to the Limited Partner, and one and one-half percent (1.5%) to each of the General Partners. Provided that if after the allocation pursuant
to Section 13B(2), any Limited Partner has a capital account in excess of the Net Cash Investment, or any General Partner has a capital account
in excess of the General Partner’s Adjusted
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Gain, then such excess amounts shall be credited against the amounts of gain to be allocated among the Partners pursuant to this Section
13B(4), so that if after the allocation of gain pursuant to this Section 13B(4) the Net Cash Investment were then hypothetically to be subtracted
from the capital account of the Limited Partner, and each General Partner’s Adjusted Gain were then hypothetically to be subtracted from his
capital account, the resulting capital accounts would be in the ratio of one and one- half percent (1.5%) for each of the General Partners and
ninety-seven percent (97%) for the Limited Partner.

C.           The Gain or Loss on a Complete Sale allocable to the General Partners shall be allocable among them equally, and if there is more
than one Limited Partner, that allocable to the Limited Partners, except as otherwise provided in Section 13B(2), shall be allocable to the Limited Partners, pro
rata, in accordance with their Capital Contribution Points as adjusted pursuant to Sections 8F and 8G.

D.           The foregoing allocations of gain or loss on a Complete Sale may in the discretion of the General Partners, be amended to conform
with final regulations adopted under Section 704(b) of the Internal Revenue Code, with the object of preserving to the greatest extent permitted under such final
regulations, the economic objectives of the Partners as expressed herein.

 14. Cash Distributions.

A.           Distributions of Cash Flow. Subject to the requirements of applicable law, any cash available to the Partnership shall first be used to
pay interest and principal on the Loan, when due, cash costs and operating expenses and any loans made to the Partnership by the Partners. Any remaining cash
available to the Partnership from time to time available shall, in the General Partners’ discretion, considering the reasonable business needs of the Partnership, be
used or distributed in the following order of priority:

(1)          as a reserve to the extent necessary to satisfy all reasonable and necessary obligations incurred or expected to be incurred by
the Partnership with respect to the Property and in determining Cash Flow;

 (2) to the payment of the fees to be paid pursuant to Section 15A;

(3)          to the Limited Partner, (if there is more than one Limited Partner, then pro rata, in accordance with their Capital Contribution
Points, as adjusted pursuant to Sections 8F and 8G), One Thousand ($1,000) Dollars for each Capital Contribution Point less all distributions of
cash to the Limited Partner prior to the date of the distribution.

(4)          Any remaining cash that the General Partners determine is available for distribution shall be distributed as follows: ninety-
seven percent (97%) to the Limited Partner (or if there is more than one Limited Partner, then pro rata, in accordance with their Capital
Contribution Points, as adjusted in accordance with Sections 8F and 8G); and one and one-half percent (1.5%) to each of the General Partners.
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(5)          Cash flow may be distributed with respect to any Fiscal Year at such times as the General Partners may determine based
upon their reasonable discretion.

B.           Distribution of Proceeds of Refinancing. Proceeds of Refinancing shall be applied and distributed in the following order of priority:

(1)          To the payment of all expenses incurred in connection with the Refinancing and all debts and liabilities of the Partnership,
including repayment of all interest and principal due on any loans made to the Partnership by any of the Partners.

(2)          To the payment of the fee to be paid pursuant to Section 15A, to the extent not previously paid.

(3)          To the Limited Partner (or if there is more than one Limited Partner, then pro rata, in accordance with their Capital
Contribution Points, as adjusted pursuant to Sections 8F and 8G), at the rate of One Thousand ($1,000) Dollars for each Capital Contribution
Point, less all previous distributions of cash to the Limited Partners prior to the date on which such Proceeds of Refinancing are distributed.

(4)          The balance, if any, of such Proceeds shall be distributed ninety-seven percent (97%) to the Limited Partner (or if there is
more than one Limited Partner, pro rata, in accordance with their Capital Contribution Points, as adjusted in accordance with Sections 8F and
8G), and one and one-half percent (1.5%) to each of the General Partners.

C.           Distribution of Proceeds of Complete Sale. Proceeds of Complete Sale shall be applied and distributed in the following order of
priority;

(1)          to the payment of all debts and liabilities of the Partnership, except Partners Loans made by the Partners to the Partnership;

(2)          to the setting up of any reserves which the General Partners deem reasonably necessary to provide funds for any contingent
or any unforeseen obligations or liabilities of the Partnership. At the expiration of such period of time as the General Partners deem advisable,
the balance of such reserves shall be distributed in the manner hereinafter set forth in this subparagraph C;

(3)          to the repayment, pro rata, of all interest and principal due on all loans made by Partners to the Partnership;

(4)          to the payment of fees, expenses and payments to be paid pursuant to Section 15A, to the extent not previously paid.

(5)          to the Partners in proportion to the positive balances in their capital accounts after the allocation of any gain on the Complete
Sale.
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(6)          any remaining proceeds of Complete Sale shall be distributed ninety-seven percent (97%) to the Limited Partner (or if there
is more than one Limited Partner, then pro rata, in accordance with their Capital Contribution Points, as adjusted in accordance with Sections
8F and 8G), and one and one-half percent (1.5%) to each of the General Partners.

D.           Except as set forth above, no Partner shall be entitled to demand payment of Cash Flow, other cash distributions herein provided or
repayment of his Capital Contribution prior to the dissolution of the Partnership. Each Partner shall look solely to the Partnership’s assets for the repayment of his
contributions, and if such assets are insufficient, shall have no recourse against any or all of the other Partners. No Partner shall be liable to another for deficits in
their respective capital accounts at any time, whether prior to or upon the termination of the Partnership. Notwithstanding the foregoing, if after allocation of all
Net Income and Net Loss of the Partnership, including Gain or Loss on a Complete Sale, as provided above, there would be a deficit in the capital accounts of the
General Partners upon termination of the Partnership, and positive balances in the capital accounts of any Limited Partner, then the General Partners shall
contribute the amount of the deficits in their respective capital accounts to the Partnership to be distributed to those partners with positive capital accounts,
prorata, in accordance with the capital accounts.

 15. Compensation and Reimbursement.

A.           The Partnership shall pay to the General Partners a fee in the amount of Fifty Thousand ($50,000) Dollars for their services as General
Partners during the organization of the Partnership and Fifty Thousand ($50,000) Dollars for the management of Partnership affairs by the General Partners
during the period prior to Escrow Disbursement as defined in the Contract. One half of such fee shall be payable to Robert J. Washlow and one half to Sheldon
Chertow.

B.           One half of the fees to be paid to the General Partners pursuant to Section 15A shall be paid as of the Closing, as defined in the
Contract, and one half shall be paid as of Escrow Disbursement, as defined in the Contract.

C.           The payments provided for in Section 15A shall be obligations of the Partnership; however, the General Partners shall not be
personally obligated to make such payments. The payments provided for in Section 15A shall be paid out of Cash Flow, Proceeds of Refinancing and Proceeds of
Complete Sale in the order of priority specified in Section 14. No interest shall be paid on the amounts to be paid pursuant to Section 15A.

D.           The General Partners shall be paid reasonable fees as compensation to them for managing the affairs of the Partnership during periods
after Escrow Disbursement. Such fees shall be comparable to those charged by real estate management firms in the Chicago metropolitan area and shall
conclusively be deemed to be reasonable if they have been approved by the Limited Partner (or if there is more than one Limited Partner, then by Limited
Partners holding fifty-five percent (55%) of the interest of all of the Limited Partners).
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E.            Partners may be paid reasonable compensation as provided for in the agreements referred to in Section 18A(4). Such compensation
shall conclusively be deemed to be reasonable if approved by the Limited Partner (or if there is more than one Limited Partner, then by Limited Partners holding
fifty-five percent (55%) in interest of all of the Limited Partners).

F.            The following items shall be considered to be Partnership expenses (whether incurred prior to or after the date of this Agreement) and
shall be charged separately to and reimbursed by the Partnership: (1) expenses of preparing and distributing annual Partnership financial statements and tax
returns, (2) insurance premiums, and (3) transportation, lodging and communication expenses of the General Partners incurred in connection with Partnership
activities and meetings of the Partnership.

 16. Books and Records, Accounting and Reports.

A.           The Partnership shall maintain full and complete books at its principal office or in such other office of the Partnership as shall be
designated by the General Partners. All such books and records shall, during regular working hours and upon reasonable notice, be open to inspection and
examination by the General Partners and the Limited Partner and its appointed representatives.

B.           The Partnership’s Fiscal Year shall end December 31st, and it shall file its income tax returns using the method of accounting selected
by the General Partners.

C.           As soon as practicable after the close of each Fiscal Year, the General Partners shall cause to be prepared, at the expense of the
Partnership, a financial report that shall include a Balance Sheet as of the last day of the Fiscal Year, a Statement of Income or Loss for the full Fiscal Year and a
full Statement of Cash Flow and Distributions for the period, all prepared on the Partnerships income tax basis of accounting. At the expense of the Partnership,
the General Partners shall engage the Auditors to prepare the Partnership’s tax returns for the Fiscal Year. As soon after the end of each Fiscal Year as is
practicable, the General Partners shall cause to be delivered to each Partner a copy of all such financial statements and his Individual Partner’s Schedule K-1 to
the Partnership’s Federal Income Tax return.

D.           In the case of a distribution of property of the Partnership made subject to Code Section 734, or in the case of a transfer of a
Partnership interest subject to Code Section 743, the General Partners shall (upon any Partner’s request) file on the Partnership’s behalf an election under Code
Section 754 in accordance with applicable Treasury regulations and, if feasible, comparable state laws which might be applicable.

17.          Tax Controversy. If any governmental authority having the power to assess or collect an income tax (a “Taxing Authority”) challenges the
income tax return of any Limited Partner for any reason, in whole or in part, having to do with his being a Limited Partner, the Limited Partner shall tender the
defense thereof to the Partnership. If approved by at least fifty-one percent (51%) in interest of the Partnership Interests of the Limited Partners, the Partnership,
at its expense, shall have the right and shall control the defense against the challenge. In connection with any defense against a challenge by a Taxing Authority
not so approved, the Partnership will be obligated neither to defend nor pay for the defense against the Taxing
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Authority’s challenge. The General Partners shall designate one of their number as the tax matters partner under the Internal Revenue Code.

 18. Powers and Duties of the General Partners

A.           Powers. Except as provided in Section 23, the General Partners shall have the exclusive right and power to execute or cause the
execution of any and all documents related to the acquisition of the Property and rehabilitation thereof, and to manage the business and affairs of the Partnership,
possessing all powers necessary, advisable or convenient to that end. They shall keep each other reasonably informed of all matters concerning the business of the
Partnership and hold meetings with each other as may be reasonably required. Specifically, but without limiting the generality of the foregoing, the General
Partners may, on behalf of the Partnership, without the consent of any Limited Partner except as otherwise provided herein:

(1)          borrow money required for the Partnership’s business and secure the repayment of such borrowing by mortgage, deed of trust
or other security device upon all or any part of the property of the Partnership, and may refund, refinance and extend the maturity of any
indebtedness created by such borrowing, all on such terms and conditions as the General Partners, in their sole discretion, shall approve;

 (2) hold title to the Property in the name of a nominee;

(3)          make, from time to time, reasonable and necessary expenditures, improvements, and maintenance with respect to the
Property;

(4)          enter into agreements with independent contractors (or with related parties or Affiliates, including themselves, but on terms
no less favorable to the Partnership than if the agreement was with an independent contractor) for accomplishing the Partnership purposes. The
General Partners are specifically authorized to employ the law firm of Washlow, Chertow & Miller, an affiliate of the General Partners, to
provide legal and tax planning services to the Partnership and to pay that firm’s customary fees for such services, including fees for such
services during the organization of the Partnership;

(5)          establish bank accounts for the Partnership’s funds, authorizing designees of the General Partners to disburse such funds on
behalf of the Partnership; and for such purpose the General Partners are authorized to certify the adoption of standard form banking resolutions;

 (6) invest Partnership funds;

(7)          determine whether or not the Partnership will effect the Closing and Escrow Disbursement under the Contract;

(8)          determine the compensation to be paid to the General Partners as provided in Section 15D.
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B.           The General Partners will not effect the Closing and Escrow Disbursement if, after having informed the Limited Partner of the
circumstances they determine in good faith that such failure to effect the Closing will be in the best interest of the Partnership.

C.           If the General Partners fail to effect the Closing, then they shall not be liable for any damages of the Partners, and the assignment of
the Contract to the person named pursuant to Section 28B hereof for the purpose of liquidating the Partnership shall constitute a full release of the General
Partners (and General Partner) from any and all liability in such event; however the Limited Partner shall not by virtue of such assignment be deemed to have
assumed the obligation to pay fees under Section 15A hereof.

D.           Duties. The General Partners shall devote such time and effort to the Partnership’s business as the General Partners, in their sole
discretion, determine to be necessary for the efficient carrying on thereof, and shall also have the duties imposed by the other provisions of this Agreement. The
General Partners will perform their duties under this Agreement in a prudent, efficient, and businesslike manner with due care and shall at all times remain active
in the business affairs of the Partnership; provided that a General Partner may resign subject to the provisions of Section 24. The General Partners, for their own
benefit or the benefit of others, may also engage in other businesses, whether or not similar in nature to the business of the Partnership.

E.            Number and Control. The General Partners shall endeavor to manage Partnership affairs by consensus. The unanimous consent of
the General Partners shall be required to bind the Partnership to any material action including, without limitation, the acts enumerated in Sections 18A(1) through
(8) and 18B inclusive. Actions may be taken by one of the General Partners if the other General Partner is unavailable.

 19. Liability of General Partners.

A.           The General Partners shall not be liable to any Partner for any loss incurred in connection with the business of the Partnership so long
as the General Partners act in good faith and in accordance with the provisions of this Agreement and are not guilty of willful misconduct or gross negligence.

B.           The Partnership shall defend, indemnify and hold harmless the General Partners and Limited Partner (collectively the “Indemnified
Parties”) as follows: In any threatened, pending, or completed action, suit, or proceeding to which an Indemnified Party was or is a party or is threatened to be
made a party by reason of the fact that he is or was associated with the Partnership (other than an action by or in the right of the Partnership) involving an alleged
cause of action for damages in carrying out the purposes of the Partnership, the Partnership shall indemnify the Indemnified Parties against expenses, including
attorneys fees, judgments and amounts paid in settlement, actually and reasonably incurred by the Indemnified Parties in connection with such action, suit, or
proceeding if the Indemnified Parties acted in good faith and in a manner reasonably believed to be in and not opposed to the Partnership’s best interests and
provided that the Indemnified Parties’ conduct does not constitute gross negligence, willful misconduct, or a breach of its fiduciary obligations to the Partners.
The termination of any action, suit, or proceeding by judgment, order, or settlement shall not, of itself, create a
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presumption that the Indemnified Parties did not act in good faith or in a manner reasonably believed to be in and not opposed to the Partnership’s best interests.

20.          Liability of Limited Partners. The Limited Partner shall not be liable for losses, debts or other liabilities of the Partnership beyond the unpaid
amount of its Capital Contribution to the Partnership pursuant to Section 7B above.

21.          Powers and Duties of the Limited Partners. Except for voting rights as provided herein, the Limited Partner shall have no authority to
control or participate in the management or conduct of the Partnership business, to interfere with the Powers and Duties of the General Partners, to transact any
business on the Partnership account, to bind the Partnership in any way, or to sign any document or instrument on the Partnership’s behalf.

 22. Acts Requiring Prior Approval of Limited Partners.

A.           The vote or written consent (which shall not be unreasonably withheld) of Limited Partners holding Partnership Interests totalling at
least seventy percent (70%) of the Partnership Interests of the Limited Partners shall be required before the General Partners may:

(1)          terminate the Partnership prior to the end of its term (except as provided in Sections 18B and C);

 (2) sell the Property;
 

 (3) extend the term of the Partnership; or
 

 (4) amend this Agreement, except as set forth in Section 31.

B.           Upon receipt of the consent of the required percentage in interest of Limited Partners to any of the foregoing, the General Partners
shall be authorized and directed to conclude any such transactions so approved. All Partners, including but not limited to those Limited Partners who may have
been opposed to any such transaction, shall be bound to conclude the transaction and to execute such documents and to do such things in furtherance thereof as
the General Partners deem necessary or convenient. Without such vote or written consent, none of the foregoing acts set forth in Sections 22A(1)-(4) may be
effected.

 23. Removal of General Partners.

A.           The Limited Partners holding Partnership Interests totalling at least seventy percent (70%) of the Partnership Interests of the Limited
Partners may effect (i) the removal of one or more of the General Partners subject to the terms and conditions of Section 23B; and (ii) if desired, the selection of a
successor General Partner under the terms of Section 25B.

 B. A General Partner may be removed only for any of the following reasons:

(1)          An admission by the Partner, in writing, of an inability to pay his debts generally as they become due;
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(2)          The Partner’s consenting, seeking or acquiescing to the appointment of a receiver, trustee, liquidator, or fiscal agent for all or
a substantial part of his property;

(3)          Gross negligence in the performance of the Partner’s obligations under this Agreement;

(4)          Commission of a felony involving moral turpitude in connection with the management of the Partnership or its business;

 (5) Commission of a fraud on the Partners or the Partnership;

(6)          Knowingly and willfully breaching a material obligation under this Agreement; or

(7)          Permanent Disability resulting when the Partner is permanently unable to adequately carry out his duties and responsibilities
under this Agreement for a period exceeding one year including, but not limited to, disability arising from insanity.

C.           The removal of a General Partner shall further be conditioned upon the payment to such Partner of any compensation and distribution
to which the Partner may be entitled pursuant to the terms of this Agreement to the effective date of such removal. In the event of the removal of a General
Partner, the removed Partner shall, subject to the provisions of Section 19, remain liable for the debts, obligations, and liabilities of the Partnership incurred
during the period of time he was such a Partner to the extent that he was so liable in his capacity as such a Partner.

 24. Resignation, Withdrawal or Permanent Disability of General Partner.

A.           Resignation or Withdrawal. A General Partner shall not have the right to resign or withdraw from the Partnership, without the
approval of all other Partners. In the event of such resignation or withdrawal, such resigning or withdrawing Partner shall, subject to the provisions of Section 19,
remain liable for the debts, obligations, and liabilities of the Partnership incurred during the period of time he was such a Partner, and for which he was liable in
his capacity as such a Partner.

B.           Permanent Disability. The permanent disability of a General Partner shall not be deemed a resignation or withdrawal of such Partner.
The Partnership Interest of such permanently disabled Partner shall be permanently vested as a limited partnership interest, without the voting or approval rights
granted to Limited Partners hereunder, and with the same interest as Net Income, Net Loss and Cash Distributions as such Partner had when a General Partner. A
General Partner who has become permanently disabled may be removed as a General Partner (without the loss of his Partnership Interest) by a vote of the Limited
Partners to remove such Partner and to select, if desired, a successor General Partner in accordance with the procedures set forth in Sections 23A and 25B of the
Agreement. Subject to the provisions of Section 19, a permanently disabled General Partner shall remain liable for the debts and
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obligations of the Partnership incurred during the time he was a General Partner, and for which he was liable in his capacity as such a Partner.

25.          Effect of Removal, Resignation, Withdrawal, or Death of General Partner; Successor Partner.

A.           Continuation of Partnership. Upon the removal, resignation, withdrawal or death of a General Partner, all of the Partners consent
that the Partnership shall be automatically reconstituted and continued under the same name, terms, and conditions as those provided in this Agreement, as it may
have been amended before the General Partner’s removal resignation, withdrawal, or death, and with the same Partners as those existing on the date of the
resignation or withdrawal of the General Partner, and any successor Partner who may be elected. Except in the case of removal because of Permanent Disability
as provided in Section 24B, or death, as provided in Section 26A, the Partnership Interest of a Terminated Partner shall be terminated and reduced to zero without
compensation for such Terminated Partner’s Partnership Interest, other than payment of any compensation or distribution accruing prior to the date of removal,
resignation or withdrawal.

B.           Appointment of Successor General Partner in Case of Removal, Resignation or Withdrawal. If one or more General Partners
remain after the removal, resignation, withdrawal or death of a General Partner, the remaining General Partner shall continue the business of the Partnership
without the appointment of a successor to the deceased or Terminated Partner unless the Limited Partner (or if there is more than one Limited Partner, then
seventy percent (70%) of the Partnership Interests of the Limited Partners) by vote or written consent designates a successor General Partner subject to the
approval of the remaining General Partner, to replace the Terminated Partner(s). If there is no General Partner remaining after the removal, resignation,
withdrawal or death of a General Partner, then within ninety (90) days after the General Partner’s removal, resignation, withdrawal or death, the Limited Partner
(or if there is more than one Limited Partner, then seventy percent (70%) of the Partnership Interests of the Limited Partners) shall designate one or more
successor General Partners. If there is more than one Limited Partner and the Limited Partners, in accordance with the above procedures, seventy percent (70%)
in Interest of the Limited Partners have failed to select a successor General Partner(s) within ninety (90) days after the General Partner’s removal, resignation,
withdrawal or death, then fifty-one percent (51%) of the Partnership Interests of the Limited Partners may select one or more successor General Partners within
fifteen (15) days after the ninetieth (90th) day above referred to. If no General Partner is so selected, then the Partnership shall be dissolved, terminated and
liquidated.

C.           Capital Contribution and Partnership Interest. In case of removal (other than for Permanent Disability), withdrawal or resignation
of a General Partner, the successor General Partner, if any, shall have the same rights and obligations as the Terminated Partner under this Agreement, except that
the successor General Partner may be required to make a Capital Contribution in an amount specified by the Limited Partner (or if there is more than one Limited
Partner, then by seventy percent (70%) of the Partnership Interests of the Limited Partners), and may be entitled to only that portion of the Capital Contribution
Points or Partnership Interests of the Terminated Partner as may be so specified. If there is a failure to specify the amount of Capital Contribution, or the
Partnership Interest, or the Capital
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Contribution Points then no Capital Contribution shall be required and neither a Partnership Interest nor Capital Contribution Points shall be allocated to the
successor General Partner. In the case of the death or removal by reason of Permanent Disability of a General Partner, the successor General Partner shall have the
same rights and obligations as the deceased or removed permanently disabled Partner, and may be paid compensation by the Partnership in an amount to be
determined by vote or written consent of the Limited Partner (or if there is more than one Limited Partner, then by seventy percent (70%) of the Partnership
Interests of the Limited Partners).

D.           Effect on Creditors. Sections 23, 24 and 25 shall not affect the statutory rights of creditors of the Partnership which arise upon the
resignation, removal, death, or withdrawal of a General Partner.

E.            Indemnifications. Upon the removal, withdrawal or resignation of a General Partner pursuant to Sections 23 and 24, the Partnership
shall indemnify and hold a Terminated Partner harmless from and against any loss, liability, cost or expense, including reasonable attorneys’ fees, arising out of
Partnership business conducted following the removal of a Terminated Partner and for business conducted prior to the removal of a Terminated Partner and
effected in good faith and without gross negligence.

 26. Transfer of Partnership Interest.

A.           Death. In the event of the death of a General Partner, or a Limited Partner, such Partner’s heirs, beneficiaries, devisees or any
revocable trust created by the Partner and to which he has assigned one hundred percent (100%) of his interest in Net Income, Net Loss (including gain or loss on
a Complete Sale) and cash distributions, receiving such Partnership Interest shall be vested in the entire Partnership Interest and Capital Contribution Points of
such Partner and shall become a Partner in the Partnership of the same Partnership class as the deceased Partner except that the heir, beneficiary, devisee or
assignee revocable trust, of a deceased General Partner shall become a Limited Partner with a Partnership Interest otherwise identical to the interest of the
deceased Partner.

B.           Transfers by Partners to Affiliates. The Partnership Interests of any of the Partners shall be nontransferable except as provided in
Sections 26A, 26C, and 26D, and except that up to ninety-nine percent (99%) of any Partner’s Partnership Interest may be assigned from time to time to one or
more Affiliates of such transferring Partners. The interest so assigned shall be an interest only in Net Income, Net Loss, (including gain or loss on the sale of
Partnership Property) and cash distributions, and the assignee shall not thereby become a Partner in the Partnership and shall not have any voting rights provided
herein. Such assigning Partner shall not cease to be a Partner of the Partnership or cease to be liable for any of the obligations for which he would otherwise have
been liable had such assignment not been made. No affiliate to whom an assignment is made shall be admitted and substituted as a Partner without the consent of
the General Partners and satisfaction of the requirements of Sections 26E and F. Furthermore, any Partner may assign one hundred percent (100%) of his interest
in Net Income, Net Loss and cash distributions to an intervivos revocable trust created by him for estate planning purposes.
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C.           Transfer by Limited Partner to Non-affiliate. Subject to Section 26E, and the consent of the General Partners, which shall not
unreasonably withheld, a Limited Partner may make an assignment of all or any part of such Limited Partner’s Partnership Interest to a non-affiliate of such
Partner. In all events, no such assignment shall relieve the Limited Partner of his obligations and liabilities under this Agreement, or constitute the assignee a
Limited Partner or substituted Limited Partner, or confer on the assignee a Limited Partner’s rights in the Partnership. If an assignment is made with the General
Partner’s consent then the assignee of or all part of a Limited Partner’s Partnership Interest may be admitted and substituted as a Limited Partner and acquire the
rights of a Limited Partner only upon the satisfactory completion of the requirements specified in Section 26F.

D.           Transfer by General Partner to Non-affiliate. Subject to Section 26E and the satisfaction of all of the requirements of Section 26F,
a General Partner may make an assignment of both his Partnership Interest and his rights and obligations as a General Partner if the assignee assumes in writing
all the General Partner’s obligations and liabilities in respect of the Partnership. Upon compliance with the provisions of the immediately preceding sentence, the
assignee of the General Partner shall be substituted in whole or in part as the case may be as a General Partner, and have all the rights and powers granted to the
General Partners under this Agreement and shall be subject to all the obligations and liabilities of such Partners under this Agreement: provided, however, that
such assignment by a General Partner and substitution of the assignee as a Partner shall not be deemed a withdrawal or resignation of the assigning Partner for
purposes of Section 25A.

E.            Restriction on Transfer. Notwithstanding any other provision of this Agreement, sale or exchange of all or part of a Partnership
Interest shall not be made, and consent thereto shall be withheld unless:

(1)          the Partnership Interest sought to be sold or exchanged, when added to the total of all other Partnership Interests sold or
exchanged within the immediately preceding period of twelve (12) consecutive months, would not result in the termination of the Partnership
under the Internal Revenue Code of 1954, as amended:

(2)          it will not violate any applicable securities law (including investor suitability standards) and the Act;

(3)          either it has been registered under applicable federal securities laws and any applicable state securities law, or the General
Partners have received an opinion of counsel satisfactory to them and counsel for the Partnership that the proposed assignment may be made
without registration under any applicable securities law; and

(4)          the transfer is not sought to be made to a minor or incompetent except by will or intestate succession.
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F.            Admission of Substitute Partner. Subject to the other provisions of this Agreement, an assignee of a Partnership Interest may be
admitted as a Partner and granted Partnership rights in the Partnership only if:

(1)          the General Partners determine that the assignee is a qualified offeree under applicable securities laws;

(2)          the General Partners consent to the admission by executing two counterparts of this Agreement that evidence the rights of the
assignee under the Partnership; and, if the assignee is to be admitted as a General Partner, the Limited Partner consents to the admission (or if
there is more than one Limited Partner, then the holder of fifty-one percent (51%) in Interests of the Limited Partners consent to the admission)
which consent shall not be unreasonably withheld;

(3)          the assignee accepts, signs, and agrees to be bound by the terms and provisions of this Agreement by executing two
counterparts of it, and such other documents or instruments as the General Partners require to effectuate the admission of the assignee as a
Partner;

(4)          the assignee provides the General Partners with evidence satisfactory to the General Partners of the assignee’s authority to
become a Partner under the terms and provisions of this Agreement;

(5)          the assignee has executed a form of Power of Attorney containing the terms and provisions set forth in herein;

(6)          an amendment to the Certificate of Limited Partnership is filed of record as required by the Act, and

(7)          the assignee pays all filing, publication, and other costs (including reasonable attorneys’ fees) incurred by either the
Partnership or the General Partners in connection with the admission and substitution of the assignee as a Partner.

G.           Amendment of Certificate. Upon the admission of a substitute, successor, or new Partner, the General Partners shall amend this
Agreement to reflect the name of such Partner and to eliminate the name of any withdrawing prior Partner and shall file an amendment to the Partnership’s
Certificate of Limited Partnership reflecting the admission as required by the Act. All Partners and the substitute Partner shall execute such documents as may be
required by the General Partners to signify the substitute Partner’s agreement to be bound by this Agreement.

H.           Rights of Partner After Assignment. Upon the assignment of all his Partnership Interest to an assignee who becomes substituted for
such Partner, a Partner shall cease to be a Partner and to have any rights of a partner in the Partnership.
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I.             Tax Allocations. It shall be the responsibility of any person who acquires the Partnership Interest during the Fiscal Year to allocate
Partnership gain, loss, deductions and credits between himself and the person from whom he acquired his Partnership Interest, as provided in the Internal Revenue
Code and regulations thereunder.

 27. Dissolution.

A.           Events of Dissolution. The Partnership shall be dissolved and terminated upon:

 (1) the expiration of its term;

(2)          the vote or written consent of all of the General Partners and the Limited Partner (or if there is more than one Limited
Partner, then of Limited Partners holding at least fifty-one percent (51%) in Interest of Limited Partners to dissolve the Partnership);

 (3) the Partnership being adjudicated insolvent or bankrupt;

(4)          a General Partner being adjudicated insolvent or bankrupt, unless the Limited Partners, within ninety (90) days after such
adjudication, remove the Partner as provided above;

(5)          the resignation, withdrawal, removal or death of a General Partner leaving no General Partner then acting and the failure by
the Limited Partners to select a successor within the time period provided above;

 (6) the sale or transfer of substantially all of the Partnership’s assets;

(7)          the General Partners not effecting the Closing before December 31, 1985, unless otherwise extended by the General Partners.

B.           Manner of Dissolution. Upon dissolution and termination of the Partnership, then the remaining General Partner or Partners, if any,
or if there is no General Partner, a person approved by the vote or written consent of the Limited Partner (or if there is more than one Limited Partner, then of
Limited Partners holding at least fifty-one percent (51%) in Interest of the Limited Partners) shall take full account of the Partnership’s assets and liabilities. The
assets shall be liquidated as promptly as is consistent with obtaining the fair value thereof, and the proceeds thereof, to the extent sufficient therefor, shall be
distributed and Gain and Loss allocated in the same manner as with respect to Proceeds of Sale. In the event the remaining General Partner or the person
designated by the Limited Partners determines that it is necessary to make a distribution of Partnership Property in kind, such Property shall be assigned to a
trustee for the benefit of the Partners. Such trustee shall hold and administer such Property for all the Partners in proportion to their respective Interests in
Proceeds of Sale determined as though a Complete Sale had been made of such Property for its fair market value, and as though the Gain or Loss on such Sale
had been allocated as provided hereinabove. Neither the Partnership nor any Partner shall be liable to pay any fees under Section 15A in the event of the
dissolution and termination of the Partnership under Section 27A(7).
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 28. Certificates and Other Documents.

A.           General Partners as Attorneys for Limited Partners. Each Limited Partner, by becoming a Limited Partner, constitutes and
appoints with full power of substitution, the General Partners and each of them, their true and lawful attorneys, in the name, place and stead, of said Limited
Partner, from time to time:

(1)          To make all agreements amending this Agreement, as now or hereinafter amended, that may be appropriate to reflect:

(a)          A change of the name of or the location of the principal place of business of the Partnership.

(b)          The disposal by any Partner of his interest in the Partnership, or any part thereof, in any manner permitted by this
Agreement, and any return of the Capital Contribution of a Limited Partner (or any part thereof) provided for by this Agreement.

(c)          A person becoming a Limited Partner of the Partnership as permitted by this Agreement.

(d)          The exercise by any person of any right or rights under this Agreement or a change in any provision of the
Agreement requiring the consent or approval of a specified percentage in interest of the Limited Partners, and the required consent or
approval has been given.

(2)          To make such certificates, instruments and documents as may be required by, or may be appropriate under, the laws of any
state or other jurisdiction in which the Partnership is doing or intends to do business, in connection with the use of the name of the Partnership
by the Partnership;

(3)          To make such certificates, instruments and documents as may be required of the Limited Partners or as may be appropriate
for the Limited Partners to make, by the laws of any state or other jurisdiction, to reflect:

 (a) A change in name of or address of said Limited Partners.

(b)          Any changes in or amendments of this Agreement, or pertaining to the Partnership, of any kind referred to in
subdivision (1) of this subparagraph A.

(c)          Any other changes in or amendments of this Agreement but only if and when said Limited Partner has agreed to
such changes or amendments by signing, either personally or by duly appointed attorney, a document amending this Agreement.

B.           Each of such agreements, certificates, instruments and documents shall be in such form as legal counsel for the Partnership shall deem
appropriate. The powers hereby
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conferred to make agreements, certificates, instruments and documents shall be deemed to include the powers to sign, execute, acknowledge, swear to, verify,
deliver, file, record and publish the same.

C.           Each Limited Partner authorizes the General Partners as their said attorney to take any further action which said attorney shall
consider necessary or convenient in connection with any of the foregoing, hereby giving said attorney full power and authority to do and perform each and every
act and thing whatsoever requisite, necessary or convenient to be done in and about the foregoing as fully as said Limited Partner might or could do if personally
present, and hereby ratifying and confirming all that said attorney shall lawfully do or cause to be done by virtue hereof.

D.           The powers hereby conferred shall continue from the date said Limited Partner becomes a Limited Partner in the Partnership until said
Limited Partner shall cease to be such a Limited Partner and, being coupled with an interest, shall be irrevocable.

E.            Making, Filing, Etc. of Certificates, Etc. The General Partners agree, when authorized pursuant to subparagraph A above, or
otherwise, to make, file or record with the appropriate public authority and (if required) publish the Certificate of Limited Partnership, any amendments thereof
and such other certificates, instruments and documents as may be required or appropriate in connection with the business and affairs of the Partnership.

F.            Required Signatures. Any writing to amend the Certificate of Limited Partnership to reflect the addition of a Partner need be signed
only by one of the General Partners and by the person to be added as a Partner. Any writing to amend the Certificate of Limited Partnership to reflect the
substitution of a Partner need be signed by only one of the General Partners, by the Partner who is disposing of his Partnership interest in the Partnership and by
the person to be substituted as a Partner; but the General Partners may sign for either or both said Partners as their attorney-in-fact pursuant to subparagraph A
above. If the Certificate of Limited Partnership is to be amended because of the resignation, withdrawal, removal or death of a General Partner, and the business
of the Partnership is continued pursuant to the terms of this Agreement or with the consent of the Limited Partner, the writing to amend the Certificate of Limited
Partnership need be signed by only any of the other General Partners of the Partnership or, if there be no other General Partner, by a designee of the Limited
Partner (or if there is more than one Limited Partner, of fifty-one percent (51%) in Interest of the Limited Partners).

29.          Notices. Whenever any notice is required or permitted to be given under any provision of this Agreement, such notice shall, in lieu of personal
delivery, be in writing, signed by or on behalf of the person giving the notice, and shall be deemed to have been given when mailed by prepaid registered or
certified mail, with or without request for return receipt, to the person or persons to whom such notice is to be given, addressed in the case of the Partnership or
the General Partners to the principal place of business of the Partnership, and, if to any General Partner or Limited Partner, to his address set out in the Certificate
of Limited Partnership or to such other address as the General Partner or Limited Partner may from time to time specify by notice to the Partnership.
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 30. Meetings.

A.           Meetings of the Partners may be called by the General Partners for any purpose at any time, but shall be called by the General
Partners within thirty (30) days after they eceive a written request for a meeting from the Limited Partner (or if there is more than one Limited Partner, of Limited
Partners whose Partnership Interests exceed, collectively, fifty-one percent (51%) of the Interests of Limited Partners) stating the purpose of the requested
meeting and the matters proposed for consideration. Meetings of the Partners may be held at such time, date, and place as the General Partners designate.

B.           Notice of any meeting of the Partners shall be given, not less than ten (10) nor more than sixty (60) days before the date of the
meeting, to each General Partner and Limited Partner at his address in the manner provided for in Section 29 above. The notice shall state the time, date, and
place of the meeting, the purpose of the meeting, and the Partner at whose direction or request the meeting is called. If a meeting is adjourned to another time or
place, notice of the adjourned meeting shall not be required if the time and place of the adjournment is announced at the called meeting. Any notice of meeting
required by this Section 30 may be waived in writing at, before, or after the meeting and shall be deemed to be waived by each General Partner and Limited
Partner who is present in person or by proxy at the meeting. If there is more than one Limited Partner, then the presence in person or by proxy of fifty-one percent
(51%) in Interest of Limited Partners shall constitute a quorum at all meetings. Only those persons who are Partners at the close of business on the day before the
meeting shall be entitled to vote at the meeting.

C.           Any Partner entitled to vote at a meeting may authorize any person to act for him by written proxy if a copy of the proxy is delivered
to the General Partners before the commencement of the meeting. Every proxy must be signed by the Partner (and, if applicable, each co-owner) or his duly
appointed attorney-in-fact, and no proxy shall be valid for more than eleven (11) months after its date. Every proxy shall be revocable at the pleasure of the
Partner granting it.

31.          Amendments. Except as otherwise provided in this Agreement, no alterations, modifications, amendments or changes herein shall be effective
or binding upon the parties unless the same shall have been agreed to by the General Partners, and the Limited Partner (or if there is more than one Limited
Partner, by seventy percent (70%) of the Interests of the Limited Partners); provided that no amendment of this Agreement shall reduce the Partnership Interest of
any Partner without that Partner’s consent. If there is more than one Limited Partner, then upon receipt of a written request executed by the holders of Partnership
Interests totalling at least fifty-one percent (51%) of the Partnership Interests of Limited Partners for the adoption of an amendment to this Agreement, for
removal of the General Partners pursuant to Section 23 or for termination of the Partnership pursuant to Section 27, the General Partners shall adopt and
implement a plan whereby the Limited Partners may act upon the adoption of such amendment, removal or termination.

32.          Heirs and Assigns. Subject to the restrictions upon assignment contained herein, this Agreement shall be binding upon and inure to the benefit
of the parties, their heirs, devisees, legal representatives, successors and assigns.
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33.          Gender. All references herein to any particular gender shall include either or both of the additional genders, and references to the singular shall
include the plural, unless the context otherwise requires.

34.          Captions. The captions to the operative paragraphs of this Agreement are inserted for convenience only, and shall not affect the intent of this
Agreement.

35.          Counterparts and Duplicate Originals. This Agreement and all amendments hereto and the Certificate and Amendments thereto may be
executed in several counterparts and each counterpart shall constitute a duplicate original.

36.          Governing Law. This Agreement shall be governed by and construed in accordance with the internal laws of the State of Illinois.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the day and year first above written.

GENERAL PARTNERS:
 
/s/ Robert J. Washlow, GP
Robert J. Washlow
 
 
/s/ Sheldon Chertow
Sheldon Chertow
 
 
 
LIMITED PARTNER:
 
LAWSON PRODUCTS, INC., a
Delaware Corporation
 
By: /s/ David Meyer  
Its: Chairman of the Board

ATTEST:

/s/ Joseph Pawlick                                          
                      
Its: Assistant Secretary  
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Subscribed and Sworn to before me by Robert J.
Washlow this 17th day of April, 1985.

 Subscribed and Sworn to before me by Sheldon
Chertow this 17th day of April, 1985.

   
Tamara A. Frederick
Notary Public

 Tamara A. Frederick
Notary Public

   
   
Subscribed and Sworn to before me by Daniel F.
Meyer and Joseph L. Pawlick, personally known to
me to be the C.O.B. and Asst. Sec., respectively, of
Lawson Products, Inc., a Delaware Corporation

  

   
   
Henry Knintus
Notary Public
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EXHIBIT A
 

LEGAL DESCRIPTION

PARCEL 1:

Lots 10 through 23, inclusive (except the North 45.65 feet of the East 100.20 feet of Lots 19 through 23, inclusive, taken as a tract), in Block 2 in Higgins, Law
and Company’s Addition to Chicago, in the Northwest 1/4 of Section 9, Township 39 North, Range 14, East of the Third Principal Meridian, in Cook County,
Illinois.

PARCEL 2:

Lots 5 and 6 in Block 1 in Higgins, Law and Company’s Addition to Chicago, in the Northwest 1/4 of Section 9, Township 39 North, Range 14, East of the Third
Principal Meridian, in Cook County, Illinois.
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EXHIBIT B
 

SUPERIOR AND SEDGWICK ASSOCIATES
 

PARTNERSHIP INTERESTS

General Partners:

Robert J. Washlow
Sheldon Chertow

Limited Partner:

Name

Capital
Contribution

Points
  

Lawson Products, Inc. 4,000
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EXHIBIT C
 

CONTRACT

See Attached
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EXHIBIT D
 

LEASE

See Attached
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EXHIBIT E
 

LOAN COMMITMENT

See Attached
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Contact: Tom Neri
847-827-9666, ext. 2203
 

Lawson Products, Inc. Announces Increased Sales and Earnings
for Third Quarter, 2005

 
DES PLAINES, Ill. Oct. 25, 2005 – Lawson Products, Inc. (NASDAQ: LAWS) today reported an 18 percent increase in net earnings to $6.6 million for the third
quarter of 2005, compared to $5.6 million in the third quarter of 2004. Earnings per diluted share increased 23.7 percent to $0.73 in the third quarter of 2005,
versus $0.59 per share in the same period last year. 
 
The increase in earnings is attributed largely to a nearly 10 percent jump in net sales this quarter, to $117.8 million, compared to sales of $107.4 million in the
third quarter of 2004. The increase in net sales is the result of greater penetration of existing markets and successful pricing management programs to
accommodate product cost increases.
 
Earlier this year, Lawson implemented targeted marketing initiatives to improve penetration in several markets serviced by the Company, including government
and military markets. Throughout the third quarter, Lawson increased its penetration of existing customers and obtained new customers across its markets.
 
“Our management team is excited about the sales growth achieved in the latest quarter, which included higher sales growth in each consecutive month throughout
the quarter,” said Robert J. Washlow, Chairman and CEO. “We believe that our customers value the ready availability of Lawson’s product lines and the high
level of professional service provided by our sales representatives. Even during difficult supply environments such as we have seen in our industry since the
second half of 2004, we continued to focus on maintaining a high standard of service and availability of top quality products to keep our customers businesses
running at the lowest overall cost.”
 
In addition to sales growth achieved during the third quarter, the implementation of cost management and pricing management programs resulted in enhanced
gross profit margins. Third quarter 2005 gross profit margins were 63.1 percent, compared to 62.1 percent in the prior year quarter.
 
 
 



 
 
Lawson faced industry-wide increases in transportation and raw material costs over the past year, but the Company’s cost management programs have enabled
Lawson to increase gross profit margins throughout the year in 2005, from 61.2 percent in the first quarter to 61.4 percent and 63.1 percent in the second and third
quarters, respectively. Management successfully implemented cost management programs including purchasing improvements, expense management, and
changes to freight programs, while maintaining the Company’s high customer service levels.
 
The increase in net earnings for the third quarter 2005 was driven by operating income growth of 26.6 percent to $10.5 million, compared to $8.3 million in the
prior year quarter. Strength in operating results more than offset the slight negative impact of a higher effective tax rate caused by higher foreign operating losses
in 2005 as a result of reduced business with a large customer.
 
“The initiatives taken earlier this year have delivered significant results, as shown in the dramatic increase in both operating earnings and earnings per share
during the third quarter,” Washlow said. “Management intends to continue to monitor the changing business environment and respond appropriately with a goal
of continuing to drive profits and top-line growth.”
 
 
LAWSON
 
Lawson Products is an international leader in selling and distributing systems, services and products to the industrial, commercial and institutional maintenance,
repair and replacement market. The company also manufacturers, sells and distributes production and specialized component parts to the original equipment
marketplace including the automotive, appliance, aerospace, construction and transportation industries.
.....
 
This release contains certain forward-looking statements 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. Such
statements speak only as of the date of the news release and are subject to a variety of risks and uncertainties, many of which are beyond the company’s control,
which could cause actual results to differ materially from the expectations. These risks include, but are not limited to: excess and obsolete inventory; disruptions
of the company’s information systems; risks of rescheduled or cancelled orders; increases in commodity prices; the influence of controlling stockholders;
competition and competitive pricing pressures; the effect of general economic conditions and market conditions in the markets and industries the company serves;
the risks of war, terrorism, and similar hostilities; and, all of the factors discussed in the company’s Annual Report on Form 10-K for the year ended Dec. 31,
2004 and Form 10-Q for the quarters ended March 31, 2005 and June 30, 2005. The company undertakes no obligation to update any such factor or to publicly
announce the results of any revisions to any forward-looking statements contained herein whether as a result of new information, future events or otherwise.

 
 



 
 

LAWSON PRODUCTS, INC.,
CONSOLIDATED INCOME STATEMENT

 
 

 Three Months Ended September 30 Nine Months Ended September 30,

 2005 2004  2005 2004

      

      

Net Sales $117,836,802 $107,379,928  $338,473,949 $312,480,764

      

      

Gross Profit 74,299,860 66,712,666  209,622,087 197,756,379

      

      

Operating Expenses 63,777,696 58,399,477  182,223,670 171,189,568

      

      

Operating Income 10,522,164 8,313,189  27,398,417 26,566,811

      

      

Income      

Before Taxes 11,048,028 9,048,035  29,275,611 28,301,261

      

      

Provision      

for Income Taxes 4,458,000 3,462,000  12,122,000 10,872,000

      

      

Net Income $6,590,028 $5,586,035  $17,153,611 $17,429,261

      

      
Net Income per share of
Common Stock:      

Basic $0.73 $0.59  $1.88 $1.85

Diluted $0.73 $0.59  $1.88 $1.84

      

      

Weighted Average Shares Outstanding:      

Basic 9,017,899 9,390,337  9,112,054 9,439,655

Diluted 9,034,747 9,422,258  9,131,215 9,467,505

      
 
 
 



 
 

Lawson Products, Inc. Condensed Consolidated Balance Sheets
 

   
   
 September 30, December 31,
 2005 2004
   
 (UNAUDITED)  

Current Assets:   
   
Cash and Cash Equivalents $14,542,530 $28,871,594
   
Receivables, Net 56,361,200 52,129,231
   
Inventories, Net 72,235,350 65,686,622
   
Other Current Assets 13,641,826 11,289,142
   
   

Total Current Assets 156,780,906 157,976,589
   
Property, Plant and Equipment, Net 39,721,012 42,452,261
   
Other Assets, Net 62,930,188 60,120,733
   
   
Total Assets $259,432,106 $260,549,583
   
   
Current Liabilities $40,054,114 $42,947,151
   
Other Noncurrent Liabilities 40,303,335 37,270,975
   
Stockholders’ Equity 179,074,657 180,331,457
   
   
Total Liabilities and
Equity $259,432,106 $260,549,583
   

 
 
 
 
 
 


