UNC-‘. UNC INCORPORATED
175 Adgmural Cochrane Drve
Annapoks. Maryland 214017304

THE AVIATION COMPANY 41072669121

March 28, 1997

U. S Nuclear Regulatory Commission

Attention: Joseph J. Holonich, Chief

Uranium Recovery Branch, MS-T-7J9

Division of Waste Management

Office of Nuclear Materials Safety and Safeguards
11545 Rockville Pike

Rockville, MD 20850

Dear Sir:

I am the Senior Vice President and Chief Financial Officer of UNC Incorporated (the
“Company"), a Delaware corporation. This letter is in support of this Company's use of the financial
test to demonstrate financial assurance, a* specified in 10 CFR Part 40, Appendix A of NRC's
Regulations, and in accordance with NRC License SUA 1474, Condition No. 25.

This Company provides financial assurance through a parent company annual funding
commitment, dated January 31, 1992 ("Agreement"), and submitted for compliance under 10 CFR
Part 40, Appendix A, for decommissioning, reclamation, and long-term surveillance and control of
the following facility owned by United Nuclear Corporation, a subsidiary of the Company. The
current cost estimate for the reclamation, decommissioning, and long-term surveillance and control
is:

Current Cost
Church Rock Uranium Mill 17 miles northwes $2,357,753
& Tailings Dispu. ~l Facility Gallup, Now Mexicy
State Highway 566

The current cost estimate is based on the most recent cost analysis of tn.e work remaining to
be completed with respect to the reclamation plan activities approved by the NRC in March 1991
As of the end of 1996, those activities included the continuation of the groundwater corrective action
plan (“CAP"), decommissioning of the evaporation ponds after the CA® is complete, and plugging
numerous wells Reclamation activities completed in 1996 consisted o/ .he following: a) construction
of the North and South Drairage Channels, b) placement of riprap on the North Drainage Ditch and
North and Central Cell out-slopes, ¢) construction of the buried jeity and the attendant low flow
channel, and d) continued operation of the CAP
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I further attest that the licensee for which this parent company funding commitment is being
made has a positive tangible net worth at December 31, 1996, after adiusting for the liakility for
reclamation, decommissioning, and long-term surveillance and control at the site.

This Companv is required to file a Form 10-K with the Secuities and Exchange Commission
for the latest fiscal year

The fiscal year of this Company ends on December 31. The figures for the following items
marked with an asterisk are derived from this Company’s independently audited, year-end financial
statements and related notes for the year ended December 31, 1996, included in A'mnual Repert on
Form 10-K filed with the Securities and Exchange Commission, a copy of which is enclosed as
Attachment A Also enclosed, as Attachment B, is a reconciliation of certain figures from the audited
financial statements to those shown below, and the independent accountants' special report of
confirmation of this letter.

The following figures zlso have been calculated based on the current cost estimates for work
remaining to be performed under the approved reclamation plan for the Church Rock facility, reduced
by $2 0 million represented by the surety currently in place for the benefit of the U §. Environmental
Protection Agency for the same groundwater remediation that is included in the reclamation plan
approved by the Nuclear Regulatory Commission on March 15, 1991

(Dollars in
Thousands)
1 Sum of current decommissioning, reclamation, and long-
term surveillance and control cost estimaes for facility $ 358
license number SUA-1475 net of an existing surety for
the benefit of the EPA in the amount of $2 0 million.
- By Total labilities $ 609,659
3’ Tangible net worth (deficit) $(114,010)
4* Nzt worth $ 138,637
5. Current assets $ 381,820
6.* Current labilities $204,518
1 Net working capital $177,302
8" The sum of net income plus depreciation, and
amcrtization $ 26314
9 Total assets in 1) 8 (required only if less than 90 percent
of Company's assets are located in the U S, N/A
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Yes No
10. Is line 3 at least $20 million? X
11 Is line 3 at least 6 times line 17 X
12, Is line 7 at least 6 times line 17 X
13. Are at least 90 percent of Company's assets located in the
U S.7 If not, compiete line 14. X

14. Is line 9 at least 6 times line 1? N/A
15. Is line 2 divided by line 4 less than 2.07 X
16. Is line 8 divided by line 2 greater than 0.17 X
17. Is line § divided by line 6 greater than 1.5? X

The above figures show that the Company meets each of the financial ratios with the
exception of items 10, 11, 15 and 16. Even though the above summary indicates that the Company
does not 1aeet all of these ratios, the “ompany has demonstrated over the years that it is capable of
funding the curront cost estimate for the reclamation, decommissioning and long-term surveiliance
and control for the Church Rock site. Furthermore, the $2 .0 million outstanding letter of credit,
combined with the parent company’s annual funding commitizent is more than adequate to suppori
the remaining approved reclamation activities.

1 nereby certify that ihe content of this letter is true and correct to the best of my knowledge

Sincerely,

AT T -

Raobert L. Pevenstein
Senior Vice President
& Chief Financial Officer

RLP/pxm
enc.
ce Director
Division of Radiation Safety an! Safeguards
Region 1V
611 Ryan Plaza Drive, Suite 400
Arlington, TX 96111
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S ATTACHMENT A

SECURITIZR AND EXCHRANGE COMMISSION
. Waslhington, D.C, 20549

FORM 10~K

ANNUAL REPURT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the iscal year ended December 31. 1996 Commission file number 1-779%

UNC INCORPOPATED
{Exact name of regiestrant as specified in ite charter)

DELAWARE 54-1078297

(8tate of incorporation) (I.R.8. employer identification number)
175 Admiral Cochrane Drive

knnapolis, Jdaiyland 21401
(Address of principal executive offices) (2ip code)

(410)266~7333
(Registrant's telephone number, including area code)

becurities registered pursuant to Section 12(b) of the Act:

Xitde of Each Class Name of Each Exchange on Which Registerad
Serles B Senior Cumulative Preferred

Stock New York Stock Exchange
Common Stock, Par Value $0.20 Per Share New York Stock Exchange
9%t Senior Notes due 72002 New York Stock Exchange

7% Convertible Subordinated Dubentures
due 2006 New York Stock Exchange

Indiicate by check mark whether the Registrant (1) has filed all reports required to be
filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during che
preceding 12 wonths (or for such shorter period that the Registrant was required to
file such reports), and (2) has been subject to such filing requirements for the past
90 days.

YES __X. .. KO

Indicate by check mark if disclosure of delinguent fillers pursu.nt to item 405 of
Regulation S~K is not contained herein, and will not be containe.. to the best of
Registrant's knowledge, in definitive proxy or informatior statements incorporated by
reference in Part III of this Form 10-K or any amendment to thie Form 10-K. [ )

The aggregate market value of the voting steck held by non-affiliates of t e Reglastrant
av March 13, 1997 was approximately $249,vu0,000.

The number of shares of Registrant's Common Stock outstending on March 13 1997 was
18,359,406 (excluding 486,500 shares held in treasury).

DOCUMENTS INCORPORATED BY REFERENCE



Item 1. Business
Proposed Nerger
Qxiginal Agresment

On February 13, 1997, the Company entered into an Agreement and Plan of
Recorganization (the "Original Merger Agreement”) with Greenwich Air Services,
Ine. ("Greenwich®) pursuant to which the Company would be merged into, and
thereby become, & wholly-owned subsidiary of Greenwich. Under the Original Merger
Agreement, each of the Company's “Common Stock Equivalents” (as defined in the
Original Merger Agreement) would be valued at not lese than $14.00 and each
holder of the Company's Common Stock Equivalents would be entitled to receive
that number of shares of Class B nonvoting Common Stock, par value §$.01 per
share, of Greenwich (“Greenwich Claess B Stock”) as ie determined by multiplying
the number of shares of the Company's Common Stock Equivalente held by such
holder by the Exchange Ratio.

Subject to adjustment upon the occurrence of certain evente ret forth in the
Original Merger Agreement, “Exchange Ratio” means the fraction (expressed as a
decimal > the nearest ten thousandth) determined as follows:

(a) if the average of the closing prices of a share of Greenwich Class B
Stock, as reported on The Nasdaq National Market, for the twenty trading days
mmediately preceding the closing date(the “Closing Date Market Value") ie¢ lese
than or equal to $24.86, the Exchange Ratio is $14.00 divided by the Closing Date
Market Value;

(b) if the Closing Date Market Value exceeds $24.86, but is less than or
equal to §$28.59, the Eiuchange Ratio is 0.5632; and

(¢) if the Closing Date Market Value exceeds $28.59, then the Exchange Ratio
is §16.10 divided by the Closing Date Market Value.

in general, the merger consideration would be payable to the holders of the
Company's Common Stock Equivalents solely in shares of Greenwich Class B Stock.
Subject to the limitations and conditions set forth in the Original Merger
Agreement, however, such holders would be entitled, in accordance with the
procedures set forth in the Original Merger Agreement, to elect to receive all
or s portion of the merger consideration in cash; provided, however, that
Greenwich would not be obligatad to pay in cash an aggragate amount which exceeds
fifty (50%) | .rcent of the aggregate merger corsidecation payable to all holders
of the Company's Common Stock Equivalents computed at $14.00 per share.

Amended and Restated Agreement

On March 9, 1997, the Company entered into an Amended and Restated Agreement
and Plan of Merger (the “Amended Merger Agreement®) modifying and restating the
terms of the Original Merger Agreement. The Amended Merger Agreement modifies,
among other thinge, the considerstion to be received by holders of shares of the
Company's Common Stock and Series B Preferred Stock by wvirtue of the UNC~
Greenwich Merger. Pursusant to the Amended Merger Agreement, holders of the
Company's Common Stock will be entitled toc receive at the Effective Time (as
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defined in the Amended Mergor Agreement) §15.00 in cash for each share of Common
Stock then currently issued and outstanding and holders of the Company's Series
B Preferred Btock will be entitled to receive an amount equal to $15.00
multipiied by the number of shares of the Company's Common Stock into which such
Series B Preferred Stock is convertible lLimediately before the Effective Tim.

Concurrently with the execution and delivery of the Amended Merger
Agreesent, Greenwich, General Electric Compeny, & New York corporation (“GE"),
and GB Merger Corp., & wholly-cwned subsidiary of GE, entered into an Agreement
and Plan of Merger pursuant to which those partiee hive agreed that Greenvich
will merge with GB Merger Corp. (the "GE-Greenwich Merger”), thereby becoming a
wholly~-owned subsidiary of GE.

Consummation of the UNC~Greenwich Merger pursuant to the Amended Merger
Ayreement is subject to a number of conditions, including approval by the
etockholders of the Company entitled to vote therson, certain regulatory
approvale, and satisfaction of waiver of all conditions to the GE-Greenwich
verger. The GE-Creenwich Merger is, in turn, subject to a number of conditions,
including approval by the Greenwich stockholders entitled to vote thercon and
certain regulatory approvals. If the GE-Greenwich Merger is terminated for eny
reason, the Amonded Merger Agreement provides, in effect, that the terms of the
Original Merger Agreement will once again become effective, with certain
mod: fications.

Operations Overview

The Company's operations are conducted in one business esegment which
includes: airframe maintenance, modification and retrofit services; avionics and
aircraft interior installatione; the overhaul and repair of aircraft engines and
accessories and industrial gae turbine engines; the provision of aircraft
maintenance and pilot training contract services and the manufacturing and
remanufacturing of jet engine and aircraft componentg. The Company groups these
operations into three major operating activities: Garrett Aviation Services,
Manufacturing and Aviation Services.

- Garrett Aviation Services is a leading provider of engine, airframe and
accessories services to the business aviation and regional airline
aftermarket.

- Aviation Services ie a leadingy provider of aircraft maintenarce,
logistics support, eystem integration and aviation training services to
the United States military, as well as to domestic and foreign
government agencies.

- Manufacturing provides specialized turbine engine and airframe
manufacturing services to original eguipment manufacturere ("OEMs")
including General Electric, Pratt & Whitney and Boeing as well as
directly to the United States military.

Garvrett Aviation Services

The Company acquired the assets and operations of Garrett on May 29, 1996
from & mansgement led investor group which had previously acqguired Garrett from
AlliedSignal Aerospace in & leveraged buyout transaction in June 1994 (the “19%94
LBO"). The Garrett hangar facilities had been the engine and aircraft maintenance
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arm of AlliedSignal, Inec. ("AlliedSignal®) a manufacturer of business jet
engines and engine spare parte, including various models of the TFE731 turbofan
engine and TPE31i turboprop engine.

As part of the 1994 LBO Alliedsignal entered into a 1S5-year operating
agreement (the “Operating Agreement”). The Operating Agreement, which lasts
through 2009 (plus rernewal options), provides Garrett with full access to the
Alliedsignal eugine rental pool, which better allows customers to maintain full
use of their aircraft while awaiting completion of major engine overhauls.
warrett has a 70% market share in North America servicing the AlliedSignal TFE731
turbofen engine, which is the leading business jet engine in the world. This
original equipment manufacturer ("OEM") sponsored status also provides Garrett
with ar opportunity to capture airframs and avionice revenues.

Garrett provides its rervices through rix c.ast-to-coast "fly-in" hangar
facilities at the following airporte: Van Nuyes, California; Los Angeles
International; Houston Intercontinental; Augusta, Georgia; Springfield, Illinois;
and Long Ieland, New York.

Concurrent with the Company's acquisition of Garrett (the ‘“Garrett
Acquisition®), the Company's overhaul businesses, formerly the Engine Overhaul,
Accessory Overhaul and Trading businesses, were combined with Garrett to form the
Garrett Avistion Services businesses (the “Garrett Businesses”). The
reorganization of the group of businesses is the product of the Company's
strategy to focus increasingly on busiress aviation and military services, while
dimiting its focus to commercisl aviation. The Company believes that it is a
glopal leader in providing aftermarket to the business aviation market.

in addition, the Garrett Busineases maintain operations in Milliville, New
Jersey; Miami, Ft. Lauderdale and Coconut Creek, Florida; and Grand Prairie and
Odessa, Texas, slong with four satallite operations located in Atlanta, Georgia;
Dayton, Ohio; Van Nuys, California; and Wichita, Kansas.

The Garrett Businesses prov.ide business and regional airline customers with
a total service concept, providing "one-stop” customer service from the original
completion and customization of aircraft after release from the factory, followed
by decades of ongoing engine, airframe and avionics maintenance and upgrade
services. The range of services includes the following:

Turbine Engine Services. The Garret: Businesees provide extensive turbofan
and turboprop engine maintenance services, including engine line maintenance,
mid-point original equipment manufacturers (“OEMs") scheduled inspections, and
major engine maintenance and overhaul and have OEM authorizatione to service over
70 engine types from a variety of leading engine OEMe. These OEMe include
AlliedSignel, General Electric, Pratt & Whitney and Rolls Royce. The engines are
primarily for fixed wing aircraft, but also include Allison and Pratt & Whitney
turbine-powered helicopter engines. This array of engine types along with the
Company's =stablished position in the overhaul of engines and components
provides the Company with the ability to lower the customer's totsl engine repair
cost and enhance turntimes, through the use of a wide range of factory and FAA
approved parte repair procedures.

In eddition to aircraft engines, the Garrett Businesses service auxiliary
power units ("APUs"), which are turbine power units generally used to provide
standby power for aircraft while on the ground.
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Adlrframe Maintenance and Overhaul. The Garrett Businesses also provide
airframe sarvices to the business aviaticn market, including exterior painting,
airframe maintenance, engine retrofit programs, new aircraft completions and
interior refurbishment. These services are provided at the six hangar facilities
with each hangar specializing in several airframe types. Each facility has the
ability to provide customized interior work, including the design and
installsaticn of interior faubrice, woodwork and accessories. Corporate alreraft
are increasingly being redesigned to become “in-flight global offices,” with the
avallability of global sastellite communications equipment allowing for incoming
and outgoing digital telephone, faceimile and computer modem communications at
all points of the globe. Recent advances in this communications technology and
other in~flight electronic services, including firet-class equivalent
individualized video monitors, provide a continuing demand for total interior
refurbishment .

The Garrett Busineesses are enjoying strong growth in airframe revenues, due
largely to the following: (&) the acquisition by Garrett of The Jet Center in
September 1994, which expanded its airframe capabilities at the Van Nuys,
California airport; (b) Garrett's decision after the 1994 LBO to place added
enphasis on esirframe and avionice work, which had not been a large focus
proviously of AlliedSignal; and (c¢) the joining of the Company's Millville, New
Jersey, engine overhaul capabilities with those of Garrett's thereby providing
the ability to service more easily a full range of airframe types, rather than
eimply those powered by AlliedSignal engines. The principal airframes serviced
include GulfStresam, Challenger, lear, Palcon, Citation, Hawker, Westwind,
Jetstar, Retra and Beecncraft.

Avionice Installation. The Garrett Bueinesses are the largest independent
distributor of a&vionics equipment in the business aviation market, with
authorizations from the three leading avionics OEMs: AlliedSignal, Collins and
Honeywell. Advances in technology are caucinrg more frequent replacement and
refurbishment of avionice and communications systems. The availability of global
satellite communications technology requires integraticn of front-cabin and
passenger cabin electronice, which provides the Garrett Businesses with a
significant business opportunity.

Accessory Overhaul. The accessory overhaul operation includes the repair
and overhaul of & wide range of hydraulic, pneumatic and electro-mechanical
aircraft components, including constant-speed drives, actuators, fuel accessories
and other essentlial alrcreft items.

Spare Parts Distribution. A major service area is the distribution of spare
parts and componente. These parts are used both ir the Company's engine overhaul
activities and for more general redistribution to other service providers.
Although generating a lower margin than many of the other operations of the
Company, the spare parts business presente major new business opportunities as
the aviation industry continues to consolidate by providing, for example, pools
of rotable parte and components, which help customere maintain flight status
while awaiting parte repairs.

Industriel Turbine Engines. The Company has a growing market presence in
the maintenance, packaging and sale of industrial turbine unite, used principally
for small to medium sized independent power plante (ganerally unite ranging from
1 megawatt to 50 megawatts) and for remote oil field and other applications. The
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turbine unite are generally derivative from aviation turbine engines, having
similar maintenance requirements and demanding similar technical knowledge.

Competition. The engine overhaul businerses compete with a variety of fixed
base operators, alrcraft repair, asd engine overhaul entities, although many of
these provide only light-level engine maintenance. Primary competitors include
KC Aviation, Duncan Aviation, Premier Turbine (a2 unit of Sabreliner),
AlliedS8ignal, General Electric, Pratt & Whitney, Rolls-Royce, Dallas Airmotive,
Standard Aero, Nstional Alrmotive, Bizjet, Bombardier, and others.

Accessory overhaul operations compete with a large number of emaller service
facilities and vith caertain OCEM's that provide aftermarkei services for their
competitors’ products. Quality end reliability of service, prompt turn-around
time, price, and customer service are major competitive factors in the engine
overhaul and component services businesses.

Aviation Sarvices

The Aviation Services business is based in Annapclis, Maryland and has field
offices in Oklahoma City, Oklahoma, Pensacola, Florida, and San Antonio, Texas
as well as operations at a rumber of milltary bases. The operating margine in
the Aviation Sarvices business sre lower than thoge in the other operating groups
within the Company. The Aviation Services businese. however, produces relatively
high returns on invested capital because very little capital investmen: is
required. The earnings of the Aviation Servicee business are also relatively
stable, due to the existence of multi-year contracts and substantial backlogs.

The Aviation Services business is divided intc three operating activities:
Federal Services, Contract Field Services and International Services.

Federal Services. Vederal Services is ¢ leader in alrcraft maintenance,
contract logistice support, systems integration and aircrew training for the
United States military. The demand for these services derivee {rom a growing
trend within the military to outsource an increaesing p. ~centage of their ongoing
maintenance and training reguirements. Contract awaris are based on best value
criteria, which requires high technical ratings, a low price and demonstrated
past per-formance.

Contract Field Services. Contract Field Services has for more than 35 years
provided depot~level and below-depot-level maintenance, repair, modification and
logistical services for virtually every Department of Defense weapon. Through
the Contract Field Teams (“CFT") program, the Company serves the U.S. Army, Navy,
Alr Force, Coast Guard, and Mational Alr and Space Administration. One major CPFT
program for the U.S. Army manages and performs maintenance for the operatiag
equipment in support of the military's worldwide prepositioned ship program. The
business is one of only four companies holding the recurring CPT contract
administered by the United States Air Force. Other CPT contracte are held by
DynCorp, Lockheed, and Raytheon (Serv-~Air).

International Services. In“ernational Services provides maintenance program
management and logistica) services to customers worldwide. The Company ise the
largest service contractor to the Royal Saudi Air Force, providing F-§ jet
fighter technicel and logistical support, C-130 cargo aircraft logistical support
and other services. In addition, the Company provides electronic ropair and
support functions to the Royal Saudi Naval Forces.
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Competiiion. The Company's wmajor competitors in the Aviation Services
business are DynCr 'p, Raytheon Aercspare Services (formerly Baech Aircraft
Sorvices and Serv-Alr), Northrop~Grumman Services, Lockheed Martin Loglstics
Management, McDonnell Douglas Services. and Reflectons Training Services.

Mazufacturing

The Company's Manufacturing business focuses on sophisticated technical
manufacturing services, principally on an outsourcing basis for major engine and
airframe OEMs. The Company maintains manufacturing operations in: Muskegon,
Michigen; Terre Haute Indiana; Addison, Texas; and Seattle and Woodinville,
Washington.

The Manufacturing businese hes focused on niche markets in the aviation
industry in which it can establish a leading position. An advantage of the
manufacturing services cutsourcing orientation is that the Company has not needed
to invest significantly in research and development coets or new development.
1ne range of products and services include the following:

Turbine Engine Nogzles and Vanes. The Michigan engine component
manufacturing operation, founded in 1>63 and acquired by the Company in 1993,
is one of the leading independent producers and repair sources of high technology
turvine noszles and vanes, bceth on an outsourcing basis and directly as
replacement perts for the U.8. military. These nozzles and vanes are
manufactured to extreme tolerances, using the latest manufacturing technologies,
including electrochemical deep hole drilling, laser drilling and electro-
discharge machining. Advanced metallurgical experience is also an important
competitive edvantage. Most of the blades and vanes are manufactured for large
engines. The business has been expanding capacity to meet customer demand, which
has grown wvith the backlog of new aircraft and engines which are on order. It
ie one of three of the Manufacturing operations which has achievcd 180 %000
certification.

Engine Components Manufacturing. The Indiana manufacturing operation,
founded in 1955 and acquired by the Company in 1988, is one oy the nation's
leading outsource manufacturers of turbine engine components, including air
manifolds, engine cases and other complex fabricated components.

Component Repair. The component repair business reconditions complex engine
componants to serviceable condition including vanes, eeals, liners, and gearboxes
and cases.

Asrostructures. The Aerostructures operation, founded in 1965 and acquired
by the Company in 1993, is & leading manufacturer of structural components and
sheet metal subassemblies for major aircraft manufacturers and serves as & firet~
tier supplisr to Bosing. Other principal customers include Northrop, Vought,
Bel) Helicopter, Lockheed énd Grumman.

In September 1996, the Company acquired all of the assets and certain
lisbilities of the Stearns Company, a Seattle-based manufacturer and supplier of
structural aircraft parte, principally tc Boeing. The purpose of this
soquisition was to increase the Company's aerostructure manufscturing capacity
at & time of incressing market demand.



Competition. The Company's Manufacturing operation compete with OEMs,
Chromalloy, Meyer Tool, Howmet, Walbar, the Barnes Group, Ketema, Chemtronics,
Windeor Alrmotive, NORDAM PSD, and Pyromet. Aernstructures competes with Ace
Clearwatar, Dynabll Industriee, Monitor Aerospace, AeroChem, and ChemFab. Price,
quality, and customer service are major competitive factors in thie business.

Government Regulation:

All of the Company's overhaul and repair operations are licensed by the
Federal Aviation Administretion (*FAA*) in their respective specialties and are
subject to applicable FAR rules and regulations.

Backlog:

As of December 31, 1996, the total contract price of the backlog of orders
for manufactured engine and airframe parts and aviation contract services for the
militery, including option years, believed to be firm was approximately $557.1
million, and approximately 70% of the orders or services represented thereby have
been or are currently expected to be filled during 1997. As of December 31,
1995, the total backlog was approximately 5646.1 million.

Employees!t
As of December 31, 1996, the Company had 7,449 employees.
Export Sales:

For information relsted to sales to foreign countries, reference .s made to
Note 17 to the Company’'s Notes to Consoliidated Financial Statements.

Item 2. Properties.
The principal executive offices of the Company are located at 175 Admiral

Cochrane Drive, Annapolis, Maryland. The executive offices are leased and are
comprised of approximately 25,500 square feet in a modern office building.



The following table sets forth certain information regarding the Company's
operating fecilities as of December 31, 199§.

Approximate
Lacation Square Footage Iitle
Garrett Aviation Services (1)
Millville, Hew Jersey 260,000 Leased
Coconut. Creek, Florida 4,000 Leased
Miami, Plorida 45,000 Leapged
Odesssa, Texas 36,500 Leared
Little Rock, Avkansas 6,000 Leased
Los Angeles, California 127,260 Leased
Van Nuys, Califoriies 80,000 Leased
Augueta, Georgia 96,604 Leased
Springfield, Illinois 241,143 Leased
Ronkonkoma, New York 116,685 Leased
Houeton, Texas 114,851 Leased
Ft. Lauderdale, Floridas 21,000 Leased
Millvilie, New Jersey 20,000 Leased
Bayshore, New York 41,000 Owned
Grand Prairie, Texas 41,700 Owned
Burbank, California (closed) 129,000 Owned
Aviscion Services
Pensacola, Floride 2,600 Leased
Annapolis, Maryland 5,100 Leased
Oklahoma City, Oklahoma 36,700 Leased
San Antonio, Texas 10,000 Leased
Man.facturing Services
Ter. e Haute, Indiana 212,000 Owned
Terry Haute, Indiana 66,000 Leased
Muskego:, Michigan 105,000 Owned
Addieon, Texras 20,000 Leased
Everett, Washington 135,000 Leased
Woodinville, Washington §5,000 Leased

(1) This Group also leases facilities in five states aggregating approximately
10,000 square feet.

Item 3. Legal Proceedings.

See the description of litigation and contingencies in Note 11 of Notes to
Coreolidated Financial Statements.

Item 4. Submission of Matters to & Votes of Security Holders.

Not Applicable.



PART IX

Item 5. . Market for the Company's Common Equity and Related Stockholder
Matters.

The principal market for the common stock of UNC Incorporated is the New
York €tock Exchange. At December 31, 19%6, there were 6,164 holdere of record
of common stock. The accompanying table sets forth the high and low prices for
UNC'e common stock in the periods indicated. See Note 7 of Notee to Consolidated
Financial Statements for a description of reetrictions on the payment of
dividends.

pR— . L] 1995
Quarter Ended ~Aigh I 7= - ~High Low
March 31 $ 8.13 $ 5.63 $ 6.25 $ 4.63
June 30 $ 9.50 $ 7.25 $ 6.00 $ 4.75
September 30 $ 9.38 $ 7.38 $ 6.75 $ 5.25
December 31 $12.00 $ 8.63 $ 6.63 § 5.00

The cloeing price on December 31, 1996 and Decrmber 29, 1995 wae § 12.00 and
§6.00, respectively.

The closing price of the Company's common stock on March 13, 1597 was $14.25.
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.!t;- 6.

Selected Financial Information

: (Dollars and shares in thousands except per share amounts)

.

Xear Ended Deceaber 31
—a286 . | —d204 . LA s
OPERATING RESULTS
Revenues 832,060 8536240 2 AVAMRM  AAAN23 A385.052
Earnings (lose) before
extraordinary item $§ 7,624 $§ 1,922 $(67,932) $ 11,594 $ 11,369
Extraordinary item ~
early retirement of debt 1532)
Het earnings (loes) 7,624 1,923 (67,932) 11,062 11,369
Preferred stock dividends ___ 1,249
Net earnings (loese)
spplicable to common stock§_£.378  f..beddd AL62.232) A.AA.062  &.Al.J68
Earninge (loss) per share
Primary
Before extrsordinary item§ .35 $ .11 $ (3.89) $ .67 % .66
Extraordinary item-early
retirement of debt 5 S e
Ket .‘mw. (loes) M H LM) L—nﬂ L——.ﬁﬁ
Fully diluted
Before extraordinary item § .34 $ 11 $ (3.89) < .67 s .66
Extraordinary item-~early
retirement of debt je—— | o R,
Net earaings (loes) btdl ementdd BenidalD) Bt Sncalif
Weighted average number of
shares cutstanding
Primary 18,056 17,666 17,474 17,356 17,279
Fully diluted 18,638 17,910 17,860 17,859 17,669
FINANCIAL POSITION DATA
Working capital $ 176,679 5124,098 $100,174 $150,200 $128,150
Current ratic 1.9 to 1 2.3 to 1 2:7 o 1 2.5 to 1 3.1 ¢t }
Total assets § 748,296 7446,261 $468,034 $506,133 $391,082
Total long~term debt,
including current
portion § 372,946 $205,081 $214,323 $197,283 $125,723
Shareholders’ e ity $§ 136,279 $100,152 § 98,897 $165,486 $155,639
Total debt to ¢
cepitalization 73.2% 67.2% 68.4% 54.4% 44.7%
Weturn on average common
shareholders' eguity 6.0% 1.9% 6.9% 7.6%
OTHER
Capital expenditures $§ 9,630 $ 6,767 $ 10,29¢ § 11,2%0 $§ 6,602
Depreciation and
amortization $§ 18,690 § 12,491 § 12,727 $ 11,477 $ 10,378
Employees 7,449 5,730 §,410 6,850 3,382
Shareholders 6,164 6,435 6,718 7,029 7,371

Bee Notes 2 and 14 of Notes to Consclidated Financial Statements for matters affecting
operations and Note 3 of Notes to Consoclidated Financial Statements for a description of

proposed merger and acquisitions.
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Item 7. Management ‘s Discussion and Analysis of Pinsncial Condition
and Resuvits of Operstions

Overview

The Company's operations are conducted in one busineses segment which
includes: airframe maintenance, modification and retrofit services; avionice and
alrcroft interior installations; the overhaul and repair of aircraft engines and
accessories and industrial gas turbine engines; the provision of aircraft
maintenance and pilot training contract services and the manufacturing and
remanufacturing of jet engine and aircraft components.

The Company groups these operasticns into three major operating activities:
Garrett Aviation Services; Manufacturing; and Aviation Services. Concurrent with
the acquisition of the .ssete and operations of Garrett on May 29, 1996 (the
"Garrett Acquisition®) the Company's overhaul businesses, formerly the Engine
Overhaul, Accessory Overhaul and Trading businesses, combined with Garrett to
form Garrett Aviation Services businesses (the “Gurrett Businesses").

1995 Conpared With 1995

Revenues were $832.1 million in 1996 compared with $536.2 million in 1995,
an increase of $295.9 millicn (55%). Contributing to this overall increase were
revienuee of $245.0 miliion generated by the Garrett Acquisition and $2.8 million
from Stearns Company (“Stearns”), acquired in September 1996, as well as
increased volume from the Manufacturing and Aviation Services businesses,
including a $4.3 million increaseé in international revenues. These increases
were partially offrut by a decrease in accessory services overhauls. Operating
income in 1996 increased $19.4 mi.llion (B87%) to $41.7 million due to increased
volume, the scquisition of Garrett and Stearns and $3.0 million of adjustments,
net, to previously established restructuring allowances and a multi-employer
pension plan withdrawal liability to reflect the impact of the continuing:
assessme 't of the net realizability of assete held for sale and the settlement
of the multi-employer penvion plan withdrawal liability.

Revenues for the Garrett Busineeses increased $233.3 million in 1996 to
§414.7 million. The higher revenues were due to $245.0 million generated by the
Garrett Acquisit'on, increases of $7.2 million in domestic and international
revenues from other engine overhauls and an increase of $2.6 million from the
overhaul and repalr of industrial tur.ine engines. These increases were
partially offset by a (ucrease in revenues of §17.4 million from accessory
overhauls due to lower volume resulting from increased competition from OEMs, the
elimination of certain low margin product lines and initiatives to strengthen the
accessory overhaul business by temporarily closing certain operations in the
third quarter of 14i06 to improve guility standards in order to meet expected new
Pederal Aviation Administration regulations and a decrease of $2.1 million from
aircraft parts sales. Aleo, 1995 included a nonrecurring gain of 2.0 from the
sale of certain property. Operating {-come in 1996 increased §$12.7 million to
§23.4 million, of which §17.4 millinn was generated by the Garrett Acquisition,
$3.0 million from adjustments described abo e and $1.0 million from other
business activities. These increases were partially offset by an operating loss
from accessory overhauls of $6.7 millicva, principally due to the factorse
describ-d above and & nonrecurring gaiv of $2.0 willion in 199% regarding the
wrie of certain property.
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Aviation Bervices business revenues of $284.1 million increased §32.9
million (13%) in 1996. The higher revenues in 1996 are due to an increase of
$20.8 million in activities on Federal Services contracts awarded towards the end
of 1995, an increase of $12.7 million from Contract Field Services due to the
addition of a major proaram during 1996, and an increase of §1.8 million in
international revenues uue to the award of new contracts during 1996. These
increases were partially offset by a $2.4 million reduction in pilot training
activities on certain contracts. Operating income increased $1.4 million (15%)
to $11.0 million '‘n 1996 principally due to these higher volumes.

The Company's Manufacturing business revenues in 1996 incressed §29.6
million (29%) to $133.2 million compared with 1995. The increase in revenuee is
principally due to higher volume on U.S. government con“racts and commercial
programs of $28.3 million, including $2.8 million generated by the acquisition
of Stearns in September 1996 and increased volume from epccialized repaire of
$3.1 million. These increases were partially offset by the loes of $1.8 million
in revenues attributable to the Company's chemical milled aircraft and engine
component business which was sold in June 1995. Operating income increased $5.6
million (52%) *o $16.3 million in 1996 principally due to higher volume.

Selling, general and administrative expenses in 1995 were $§82.7 million or
€.9% of sales compared with $57.0 million or 10.6% of sales in 1995. The
increase in selling, general and administrative expenses in 1996 of $25.7 million
is principally due to the icquisition of Garrett, and an increase in domestic
sales and marketing activities, which includes an investment for increased
international marketing efforts by the Company's international offices located
in Singapore, Amsterdam, Beijing and Miami, Florids. which services Latin
America.

Interest expense .ncreased §$9.6 million in 1996 as a result of higher
average debt levels, principally due to the acquisitions of Garrett and Stearns.

Effective income tax rates as a percent of earninge before income taxes were
30% and 35% for 1996 and 1995, respectively. The decrease in the deferred tax
valuation allowance of $2.1 million in 1996 was due to the realization of current
income tax benefite resulting from the reversal of temporary differences against
financial etatement income. The amount of deferred tax valuation =allowance is
determined based upon management's evaluation of the net realizability of the
future incore tax benefits, considering expiration of net operating losses and
predictabliity of future income, including the impact of the Company's
restructuring program and the timing of reversal of temporary differences.

The Defense Department is continuing to cleose various military bases. A
portion of the workload of these bases is being relocated to baazes where the
Company elready performs aircraft maintenance functions. Further consolidation
of military training and maintenance contracte is expected &s bases are
eliminated. Many of Aviation Services's contracts are funded by the operations
and meintenance (“O&N") budget of the United States Department of Defense. The
O&M budget hos remained stable over the last four years and is projected to
remain reiatively flat through the end of the decade, despite a decline in the
Department of Defense's overall budget. The Company beljeves that more
maintenance work under the O&M budget will be outsourced in the future to lower
cost private sector suppliers, such as the Company, to meet ongoing Department
of Defense budget pressu.es in other budget areas, such as new or modernized
weapons eystems. Thare can be no assurance, however, that the Department of
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Defense will outsource significant amounts of additionsl work to entities such
as the Company or that federal budgetary pressures will not adversely affect the
Company. In October, the Company was notified that it had been awarded the Fort
Rucker triining contract (§101.6 million) for the third consecutive five-year
period.

The Company's Manufacturing business continues to receive pricing pressure
from certain customers, principally OEMs. Price concessions have been provided
to certain OEM customers during each of the past four years in anticipation of
continuing to receive future orders and to mwaintain OEM business relationships.
The industry is currently experiencing an economic turnaround after several years
of depressed conditions due to increased demand for new aircraft. The Company
has recently experienced an increase in new commercial orders as a result of this
increased demand. These additional orders, along with ongoing productivity
enhancements and cost reduction programs instituted by the Company over the past
several years has resulted in increased profitability. However, the OEM
customers continue to apply pricing pressure on all suppliers, and the Company
expects continuing pressures from certain OEM customers on future pricing.

Continued effort on the part of the U.8. government to reduce defense
spending is affecting the demand for military aircraft engines and could also
have an impact on the Company's manufacturing operations. This trend is being
offset by the Defense Department bypaseing OEMs and placing orders directly with
subcontractors such as the Company. The Company's Michigan engine component
manufacturing facllity continues tc receive orders under multi-year contracte for
military spares parts, which include the production of high pressure turbine
vanes for the F110 and F404 engines. Sales of spares parts sold directly to the
U.S. military services were approximately $37 million in 1996. The Compary's
manufacturing operations will capitalize on the opportunities in the military
market while focusing its efforts on building the commercial market.

4295 Comparsd With 1994

Revenues were §536.2 million in 1995 compared with $525.8 million in 1994,
an increase of $10.4 million (2%). This increase in revenues wae the result of
an increase of §25.7 million (29.4%) in international sales, offset by a
reduction in revenues due primarily to the closing of the overhaul facility
located in Burbank, California, and the sale of two operating businesses in
connection with the Company's 1994 restructuring program. Operating income was
§22.4 million in 1995 compared with an operating loss of $61.0 million in 1994.
Included in the 1994 results were a restructuring provision of $58.7 million, a
one-time charge of §9.6 mil. on for adjustments described below and a $14.0
million multi-employer pension withdrawal adjustment.

Revenues for the Garrett Businesses in 1995 increased $6.1 million (3.5%)
to §181.4 million. The higher revenues in 1995 were due to an increase in small
engine overhauls of $8.6 milliion, en increase of $3.9 million from the overhaul
and repalr of aircraft accessories for dowestic and international customers, an
increase of §4.3 million from the repsir of industrial turbins engines and §3.2
million from parts provisioaing due to increased volumes. These revenue
increases were partially offset by a lose of $1i.4 million in revenue resulting
from the closing of the engine overhaul facility in Burbank, California, at the
end of 1994, as part of the Company's reetructuring program. The 1994 period
also included $2.5 million from the leveraged lease of an aircraft which was sold
in December 1994. Operating income in 1995 was $8.8 million compared with a loss
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of $4.2 million in 1994. Included in the 1994 results were a $14.0 million non-
recurring charge for the withdrawal from & smlti-employer pension plan (see Note
14 of Notes to Consollidated Financial Statements) and a one~time charge of §$1.1
million for &n increase in the allowance for doubtful sccounts for receivables
related to litigation and the bankruptcy of certain customers.

Aviation Bervices business revenues of $251.2 million increased §5.1 million
(2%) in 1995. The increase in 1995 is due in part to higher revenues generated
on U.8. Government contracts for pilot training of §7.3 million, an increase in
contract field teams services of $1.8 million, and an increase of $4.0 million
for activities on an international contract that was awarded in the latter part
of 1994. These increases in revenues were partially offset by a reduction in
aircraft waintenance activities on U.8. Government contracts of $§3.3 million and
a loss of $4.7 million ir revenues due to the sale of UNC Helicopter in December
1994, as part of the Company's restructuring strategy. Operating income decreased
$1.9 million (17%) to §9.6 million in 1995 due to a nonrecurring credit in 1994
of $2.3 million related to certain insurance adjustments, §1.4 million to lower
margine on international contracts and $0.9 million to a reduction in aircraft
maintenance activities., These reductions were partially offset by a $2.7 million
increase in income from pilot training and contract field teams services.

The Company's Manufacturing business revenues in 1995 decreased §2.8 million
(3%) to $103.6 million compared witn 1994. The decrease in revenues is due to
lower volume at the Company's engine components manufacturing facility in Indiana
of $7.7 million and to & loss of $3.1 million of revenue attributable to the
Company's chemical milled aircraft and engine components facllity in Texaes, which
was sold in June 1995 as part of the Company's restructuring strategy. These
decreases were partially offset by higher volume at the Company's Michigan engine
component manufacturing facility of $3.1 million due to increased activities on
V.8. Government programs and higher volume of $4.9 million ai other manufacturing
facilities, principal'y due to new orders at the aerostructures manufacturing
facility in the State of Washingtor. Operating income was $10.7 miliion in 1995
compared with $6.6 million in 1994. The 1994 period included a one-time charge
«f $3.5 million for an adjustment to cost estimates on long-term manufacturing
cantracte. This chaijge resulted f.om a reevaluation of total coets to be
incurred under long-term production contracts with OEM customers, necessitated
by a reduced level of orders and the impact of recent price concessions that were
provided the OEM's undar these contracte. Ae & result of these events, it was
determined that the ir reasing overhead rates, resulting in higher overhead
charges to the contracts in conjunction with higher production cost: resulting
from these lower volumes, required an adjustment to the carrying value of
inventory under the contracts.

Selling, general and administrative expenses in 1995 were $57.0 million or
10.6% of sales compared with $69.8 million or 13.3% of sales in 1994. The
decrease in selling, genscel and sdministrative expensss in 1995 ie due to the
closing of the Burbank engine overhaul facility, the sale of UNC Hellicopter in
December 1994, the sale of the Texas chemical milled aircraft and engine
components facility in June 1995 and other cost savinge resulting from the
restructuring program initiaced in the second quarter of 1994. Also included in
1994 was a one~time charge of approximately § ¢.1 million for an increase in the
allowance for doubtful notee and accounte (included in tuile amount are the
allowanve adjustments described above) and the writeoff of expenses incurred in
connection with an acquisition that wa: not consummated. Selling general and
administrative coste also include an investment for increassd international
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marketing efforts by the Company's international offices. As a result,
internationsl sales have increased $25.7 million (29.4%) and $27.9 miliion
(47.1%) in 1995 and 1994, respectively. (See Note 17 of "Notes to Consoclidated
Financial Statements.”)

Interest expense increased §$1.0 million (5.2%) in 1995, principally due to
higher average debt levels.

The income tax provision for 1995 of $1.0 million results from the Company
reporting $3.0 million ir earnings before income taxes and extraordinary item.
In 1994, the Companv recognized an income tax benefit of $13.5 million as a
rasult of incurring a loss before income taxes and extraordinary item of §$81.4
million. (See Mote 12 of "Notee to Consolidated Financial Statements” for a
reconciliation of the statutory federal income tax rate to the Company's
effective tax rate.)

g

The Company's operating activities used $§5.7 million in 1996, which consists
of $26.7 million generated by earnings after adjusting for noncash items, offset
by a $27.6 million investment in additional working capital and an investment of
$4.8 million related to changes in noncurrent assets and liabilities. Investing
activities used $158.8 million during 1996 of which §149.9 million related to the
Garrett Acquisition, including transaction costs, $6.0 million related to the
acquisition of Stearns, $2.0 million in payments under the terms of earn-out
provisions of an agreement related to a prior acquisition and §9.6 million for
capital expenditures. Cash of §8.7 million was generated from the sale of
assetes. Net cash provided by financing activities of $181.2 million includes
proceeds from the issusnce of 11% Senior Subordinated Notes and Convertible
Preferred 8tock used in the Garrett Acquisition and an increase in revolving
credit borrowings, which were used to pay certain transaction coste related to
the Garrett Acquisition, to fund the acquisition of the Stearns Company and to
provide the funds used by operating activities.

The Company has approximately $36.2 million of net operating loss carry-
forwards that can be applied againet future taxable income, which the Company
expects wil) significantly reduce its future federal income taxes.

The Company's debt-to-capitalization ratio at December 31, 1996 was 73.2%
compared witih 67.2% at Decemb: r 31, 1995. At December 31, 1996, the Ctmpany's
working capital wae $176.7 million, with a current ratio of 1.9 to 1 compared
with §$124.1 mi.lion with a current ratio of 2.3 to 1 at December 31, 1995.
Capital expenditures in 1996 amounted to §9.6 miliion compared with $6.8 million
in 1995.

The Company's Amended and Restated Revolving Credit Agreement provides for
& borrowing capacity of up to $112 million through May 2000 and is subject to
borrowing base limitaticns as defined in the agreement and reduced by outstanding
letters of credit. In addition to the $18.4 million in cash on hand, the
Company 's unusud avallability under the credit line was $21.8 million at December
31, 1996. In February 1997, the Company received a conmitment from “he lead bank
uoder ite revolving credit facility to issue a secured standby letter of credit
not to exceed §13.2 million. The Company considers these resources, coupled with
cash expected to be genercted by borrowings adjusted for noncash items, to be
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sufficient to meet ite foreseeable funding needs, including anticipated capital
expendituree.

On May 29, 1996, the Company acquired substantially all of the assets and
certain liabilities of Garrett, a leading provider of aviation services in the
business aviation aftermarket. The purchase price of approximately $145 million
was paid in cash. The financing of the acquisition was accomplished through the
iesuance of $125 million in 1i% Senior Subordinated Notee due 2006 and §$25
million in Convertible B8.5% Preferred Stock. In addition, borrowinge were made
under the Company's revelving credit facility for various transaction costs
which, combined with the purchase price, exceeded the amount of funds generated
from the issmuance of the Notes and Preferred Stock.

In September 1996, the Company acquired substantially all of the assets and
certain lisbilities of the Stearns Company, a manufacturer and supplier of
eircraft parts, primarily to original equipment manufacturere. The purchase
price was $6.0 million, which was funded through a borrowing under the Company's
revolving credit facility.

Many of the Company's reetructuring goals have been achieved since the
program was implemented in June 1994. The Company has gene 'ited $49.5 million
from the sale of assets, including $25.0 million from the sale of the Company's
Connecticut property, $12.1 million from the sale of other under-utilized
property and equipment, $12.4 million from the sale of other assets, including
its helicopter overhaul and refurbishing business in Ozark, Alabama and ite
chemical milled aircraft and engine component business in Weatherford, Texas.
In addition, the Company has closed its JT8 engine overhaul facility in Burbank,
California, and consolidated the engine overhaul business at ite facilities in
Millville, New Jersey, and Miami, Florida. Two accessory services facilities in
Long Island, New York, have also been consolidated. The disposal of these assets
and consolidation of operations, along with implementation of productivity
enhancements and staff reductiors, have resulted in a reduced cost structure for

the Company.

In addition to the cash described above, since June 30, 1994 the Company
generated approximately $9.1 million of proceeds from the collection of certain
disputed receivables and notes that were written down at the time of the
restructuring in connection with efforts made by the Company to accelerate the
collection of these receivables and generate additional cash.

Since the restructuring program was implemented, the Company hae incurred
$21.8 million of cash expenditures against its restructuring accrual. These cash
expenditures include employee severance and related coste of $2.5 million, $19.3
million of coste associated with the sale, closing and consolidation of
businesses and operations, including $3.8 million of third-party costs associated
with shutdowns, consolidations and sales programs. The Company believes that
adequate accruale are available to complete the program.

The Company discontinued ite minerals and offshore products and services
operations in 1984, its telecommunications operation in 1988 and its submarine
propulsion unit manufacturing operation and ite environmental services operation
in 1990. 1In connection with these actions, the Company has approximately $11.5
million accrued to cover the cost of certain long-term remediation activities,
wind down and final closure of certain long-term U. § Government contracts,
resolution of certain litigation and dieposition of remaining properties. The
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Company anticipates that these activities will be completed over the next three
years.

On February 13, 1997, the Company entered into an Agreement and Plan of
Reorganization (the “Original Merger Agreement”) with Greenwich Air Services,
Inc. ("Greenwich”) pursuant to which the Company would be merged into, and
thereby become, a wholly-owned subsidiary of Greenwich. Under the Original *>rger
Agreement, each of the Company's "Common Stock Equivalente” (as defined in the
Original Merger Agreement) would be valued at not less than $14.00 and each
hoider of the Company's Common Stock Equivalents would be entitled to receive
that number of shares of Class B nonvoting Common Stock, par value §.01 per
share, of Greenwich ("Greenwich Class B Stock") as is determined by multiplying
the number of shares of the Company's Cormon Stock Equivalents held by such
holder by the Exchange Ratio.

Subject to adjustment upon the oc .rence of certain events set forth in the
Original Merger Agreement, “Exchange Ratio” meane the fraction (expressed as a
decimal to the nearest ten thousandth) determined as follows:

{a) if the average of the cloeing prices of & share of Greenwich Claes B
Stock, as reported on The Nasdaq National Market, for the twenty trading daye
immediately preceding the closing date(the “Closing Date Market Value®) is less
than or equal to §24.86, the Exchange Ratic is $14.00 divided by the Closing Date
Market Value;

(b) if the Closing Date Market Value exceede $24.86, but ie less than or
equal to §28.59, the Exchange Ratio ie 0.5632; and

(¢) if the Closing Date Market Value exceeds $28.59, then the Exchange Ratio
is §16.10 divided by the Closing Date Market Value.

In general, the merger consideration would be payable to the holdere of the®
Company 's Common Stock Equivalents solely in shares of Greenwich Class B fcok.
Subject to the limitations and conditions set forth in the Original Merger
Agreement, however, such holders would be entitled, in accordance with the
procedures set forth in the Original Merger Agreement, to elect to receive all
or & portion of the merger consideration in cash; provided, however, that
Greenwich would not be obligated to pay in cash an aggregate amount which exceede
fifty (508%) percent of the aggregate merger consideration payable to all holders
of the Company's Common Stock Equivalents computed at $14.00 per share.

On March 9, 1997, the Company entered into an Amended and Restated Agreement
and Plan of Merger (the “Amended Merger Agreement”) modifying and restating the
terms of the Original Merger Agreement. The Amended Merger Agreement modifies,
among other things, the consideration to be received by holdere of sharee of the
Company's Common Stock and Series B Preferred Stock by virtue of the UNC-
Greenwich Merger. Pursuant to the Amended Merger Agreemert, holders of the
Company's Common Stork will be entitled to receive at the Effective Time (as
defined in the Amended Merger Agreement) $15.00 in cash for each share of Common
Stock then currently issued and outstanding and holders of the Company's Series
B Preferved Stock will be entitled to receive an amount equal to $15.00
multiplied by the number of shares of the Company's Common Stock into which such
Series B Preferred Stock ie convertible immediately before the Effective Time.
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Concurrently with the execution and delivery of the Amended Merger
Agreement, Greenwich, General Electric Company, a New York corporation (“GE"),
and GB Msrger Corp., a wholly-owned subsidiary of GE, entered into an Agreement
and Plan of Merger pursusnt te which those parties have agreed that Greenwich
will merge with GB Merger Corp. (the “GE~Greenwich Merger”), thereby becoming a
wholly-owned subsidiary of GE.

Consummation of the UNC-Greenwich Merger pursuant to the Amended Merger
Agreement is subject to a number of conditions, including approval by the
stockholders of the Company entitled to vote thereon, certain regulatory
approvale, and sacisfaction of waiver of all conditions to the GE-Greenwich
Merger. The GE~Greenwich Merger ie, in turn, subject to a number of conditions,
including approvil by the Greenwich ctockholders entitled to vote thereon and
certain regulatory approvale. If the GE~Greenwich Marger is terminated for any
reason, the Amended Merger Agreement provides, in effect, that the terms of the
Original Merger Agroement will once again become effective, with certain
modifications.

Enviroomental

The Company's operaticns are subject t> a variety of federal, state and
local lawe and regulations relating to the snvironment. The Company believes
that its facilities are operated substantivlly in compliance with applicable
environmental laws and regulations on an overall basis. However, as described
below, some areas require remedial action.

A subsidiary of the Company, Pacific Airasoctive Corporation ("PAC"), acquired
by the Company in 1985 from Purex Corporati . conducted aircraft engine overhaul
operations on two adjacent parcels (the “PAC parcels”) in Burbank, California.
In 1994, Lockheed Martin Corporation {“Lockheed”) commenced an action against PAC
and other parties in United States District Court for the Central District of
California under the Comprehensive Environmental Response, Compensation and
Liability Act, as amended, to allocate and recover environmental response costs
Lockheed alleged it incurred and would incur in remediating groundwater in the
vicinity of the parcels as reguired by the U.S. Environmental Protection Agency.
In December 1995, Lockheed amended ite complaint to include remediation of scil
and grourdawater with respect to a third Burbank parcel that Lockheed had
purchase: in 1981 from a subsidiary of Purex Corporation (the “"Lockheed parcel”)
and to add the Company and another subsidiary as parties to the case. Trial on
the Lockheed claims was held in August 1996. On October 25, 1996, the trial
court fosuad proposed findings of fect which, if not substantially altered, could
lead to a judicial determination that PAC is lisble for contamination on and from
the Lockheed parcel, bas