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PART |
ITEM 1. BUSINESS

The Company, which was incorporated in 1947, imprily engaged in the marketing of fine and indastthemicals used principally in tl



agricultural, color producing, pharmaceutical andace coating industries. The Company sells 0@€rdhemicals used in these and other
fields.

Most of the chemicals distributed by the Comparymrrchased abroad mainly for sale throughout thieed States; to a minor extent, some
chemicals are sold abroad.

During the fiscal year ended June 30, 1999 appratéip 50% of the Company's purchases of chemieats'edrom Europe and approximat
35% from Asia.

There were no significant changes in the kindsrofipcts sold by the Company or in the markets seovamethods of distribution used by it.

The chemical industry is highly competitive. Mo$tloe chemicals that the Company sells are in caitiqe with the products of chemical
manufacturers, including the largest chemical camgs who have substantially greater resourcesttitm@ompany. However, in the
Company's opinion, based on reports from its custerand suppliers, its competitive position is ewlea by the following: the chemical
products that it offers are prime quality productsiny produced by major chemical companies, somehom are the largest chemical
companies in Europe and Asia, which products dexed by the Company attractive and competitive prices. For the most e Compan
warehouses the inventories of the chemicals whisalis at public warehouses strategically locéiedughout the United States, and can
therefore fill orders rapidly from inventory. Th@@pany has developed ready access to key purchassearch and technical executives of
both its customers and suppliers, and thereforeobiie salient competitive strengths is its apitib obtain quick decisions, when necessary,
because of such access. The technical supporteavides that the Company provides to its custonseatso a strength. The Company does
not consider itself to be a significant factorlie tthemical industry taken as a whole.

One of the Company's products accounted for 158%wafnues in fiscal 1999 and 1998; no product adeaufor as much as 10% of revenues
in fiscal 1997. One of the Company's customers,ddtiPharmaceuticals Company, purchasing primardyaforementioned product,
accounted for 16% and 15% of revenues in fiscal88l 1998, respectively. Again, no customer acealfor as much as 10% of revenues
in fiscal 1997. One of the Company's suppliers anted for 29%, 25%, and 22% of total purchasessoaf 1999, 1998 and 1997,
respectively.

Certain of the chemicals purchased by the Compemgugpplied to it on an exclusive basis, includimg aforementioned pharmaceutical
product. Based on its relationships with its vesdtite Company believes its vendors will contirmeupply such chemicals on an exclusive
basis.

The Company holds no patents, trademarks, licefregghises or concessions which it considers tmaterial to its operations.

Sales of certain of the Company's chemicals areehion the last six months of the fiscal year. ther most part, the Company warehouses the
products that it sells and fills orders from invamt It, therefore, does not consider information@erning backlogs to be applicable.

A subsidiary of the Company markets certain agtizal chemicals and contracts for the manufactfiheer agricultural chemicals which

are subject to the Federal Insecticide, FungicideRodenticide Act (FIFRA). FIFRA requires thatttdata be provided to the Environmental
Protection Agency (EPA) to register, obtain andntan approved labels for pesticide products. TRA Eequires that followon registrants ¢
these products compensate the initial registranthi® cost of producing the necessary test daelmasis prescribed in the FIFRA regulations.
Follow-on registrants do not themselves generatmoiract for the data. However, when FIFRA requiats mandate the generation of new
test data to enable all registrants to continueketarg a pesticide product, often both the iniéiatl follow-on registrants establish a task force
to jointly undertake the testing effort. The Comp@npresently a member of two such task force gsothe Company estimates the cost of
test data at the time it is first required, whishirmates are amortized over a period of up toywars, updated annually; and are included in
cost of sales.

Compliance with Federal, State and local provisiwhi&h have been enacted or adopted regulatindifobarge of materials into the
environment will have no material effect on theitapexpenditures and competitive position of ther@any. During fiscal 1993 the
Company announced the closing of its manufactwsingsidiary located in Carlstadt, New Jersey. Atsilume time an environmental
consultant was engaged by the Company to determéextent of contamination on the site and develpfan of remediation. Based on the
initial estimates from the consultant a liabilitysvestablished in fiscal 1993 for $1.5 million. Darfiscal 1997, after additional testing was
completed, the Company received a revised estifrmtethe consultant. As a result, the Company medran additional liability of
$800,000. At June 30, 1998 the remaining liabilys $1.4 million. The Company believes it is poesthat such amount may not be
sufficient to cover future environmental remediatiut does not believe there will be a materialease effect on the financial position or
liquidity of the company. However, depending on éimeount and timing of any required remediation e above the liability establishec
is possible that the Company's future results cbeldthaterially affected in a particular reportiregipd. Other than the aforementioned
remediation, the Company is not aware of any materivironmental liabilities.

At June 30, 1999, the Company employed approximai@b persons, none of whom were covered by aatdleebargaining agreement.
ITEM 2. PROPERTIES

The Company's general headquarters and main déites @accupy approximately 20,000 square feet ab&®l space in a modern off



building in Lake Success, New York. The lease egin April 2001.

The Company's former manufacturing facility is lmzhon an 11-acre parcel in Carlstadt, New Jemgged by the Company. This parcel
contains one building with approximately 5,000 gguaet of office space. The property is held fdes

In both January 1997 and July 1998 the Companysaicels located in Long Island City, New York. Bgarcel was comprised of a 5,000
square foot building.

ITEM 3. LEGAL PROCEEDINGS.
(None)
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
(None)
PART II
ITEM 5. MARKET FOR THE COMPANY'S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS.

The Company's common stock is traded in the Naltigiaaket System of NASDAQ (Symbol: ACET) and waotpd at prices* ranging as
follows:

FISCAL 1999 HIGH LOwW
First Quarter 15 15/16 127/8
Second Quarter 13 7/16 10 1/8
Third Quarter 13 13/16 11 3/4
Fourth Quarter 11 15/16 10 5/16
FISCAL 1998 HIGH LOW
First Quarter 12 7/8 91/2
Second Quarter 135/8 12 1/8
Third Quarter 151/4 131/8
Fourth Quarter 16 1/2 14 1/4

*Represents high and low prices for actual trarisast

A cash dividend of $0.12 per common share was ipaldnuary 1998. Cash dividends of $0.13 per comshane were paid in June 1998,
January 1999 and June 1999.

A 3 for 2 stock split was paid in April 1998. Thieawe prices and cash dividends have been adjusdexppropriate.
As of September 1, 1999, there were approximat@lyhblders of record of the Company's common stock.

Shares held by the nominee of the Depository T@ashpany, the country's principal central deposijtargre approximately 5,100,000 shares
and counted as owned by one holder. Additionaliddal holdings in street name result in a sizatimber of beneficial owners represented
on our records as owned by various banks and stoké&ts.

ITEM 6. SELECTED FINANCIAL DATA

(In thousands, except per share amounts)

YEARS ENDED JUNE 30 1999 1998 199 7 1996 1995

Net sales $169,189 $182,954 $169,38 7  $183,163 $164,783

Net income 6,091 7,557 6,22 8 (1)(2) 7,154 7,756

Net income per common $0.90 $1.08  $0.8 2 (1)(2) s0.88 $0.92
share - diluted (3)

Total assets 86,159 84,379 86,14 5 87,302 86,116

Working capital 49,459 54,423 48,92 7 50,907 48,289

Long-term liabilities 925 - 50 0 1,000 1,500

Redeemable preferred 750 750 75 0 750 821
stock

Shareholders' equity 63,982 63,261 60,43

S

63,161 60,143



Number of common 6,416 6,699 6,98 1 7,782 7,985
shares outstanding
at year end (3)

Book value per common $ 9.97 $ 9.44 $ 8.6 6 $ 812 $ 7.53
share (3)
Cash dividendsper $ 026 $ 025 $ 0.2 4 $ 023 $0.22

common share (3)

(1) Includes an after-tax charge of $187 ($.03fs}{8jin final settlement of a complaint by the UD@partment of Justice sent to the
Company on February 10, 1995. The complaint allageldtion of the Resource Conservation and Regodet (RCRA) by a then wholly
owned subsidiary in Waterbury, CT. This subsidiaas sold on June 19, 1996.

(2) Includes an after-tax charge of $480 ($.064s}{ajto cover a revised estimate for remediatiothefCompany's former manufacturing site
in Carlstadt, NJ.

(3) Adjusted for stock split and dividend, as ajpiate.

ITEM 7. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINA NCIAL CONDITION AND RESULTS OF OPERATIONS
LIQUIDITY AND CAPITAL RESOURCES:

The Company's primary source of liquidity is castvmded from operating
activities; $1.8 million in fiscal 1999 and $8.6lloin in fiscal 1998. Cash

and short-term investments totaled $11.4 and $2illidn and working capital
was $49.5 and $54.4 million at June 30, 1999 a8 1@&spectively. In
addition, the Company's long-term investments ¢ot&i11.9 and $8.0 million
for the same periods. These investments are highlid and can be used for
working capital if needed. The Company has sufficiames of credit available
with banks, should any additional funds be required

Two components of working capital had significanages. Inventory
increased $2.8 million to $29.6 million at June 3999 from $26.8 million at
June 30, 1998. This was the result of higher ptefesales in the first

quarter of fiscal 2000 compared to the first quantdiscal 1999. The
decrease of $9.6 million in cash and cash equitsend short-term
investments was the result of the following thr@gatives: The Company
continued its stock repurchase program and purdh23@,000 shares of common
stock for $4.3 million. It also acquired 100% oé thutstanding stock of CDC
Products Corp. (CDC) which required an initial casitlay of $2.1 million.
Lastly, the shifting of cash and short-term investits to longer maturities,
taking advantage of higher yields, increased l@rgitinvestments by $3.8
million.

Any funds required for additional acquisitions,citd®uybacks, o



environmental remediation will be funded by therafoentioned sources of
liquidity.

RESULTS OF OPERATIONS:

Net sales decreased 8% in fiscal 1999, to $169I®mfrom $183.C

million in fiscal 1998, returning sales to fisc&®9 levels. Continuing

erosion in selling prices of dye intermediates Waslargest factor causing

this decline in 1999, followed by the loss of salésvo very low profit
agricultural products and one biochemical prodinctreased sales of several
relatively new pharmaceutical intermediates offsehe of the decline. The 8%
increase in fiscal 1998 from 1997 was almost elgtilee to increased sales of
a pharmaceutical product first introduced in fist@97.

Volume decreased 7% in 1999, compared with 1998sistent with the

sales decrease. The decrease can be attributieel $ame factors as the

sales decline. In fiscal 1998, volume increased 2% fiscal 1997, compared
with a 7% sales increase. Many product lines saswedsing prices in 1998,
more than offsetting the effect on volume of theréases in sales of the
aforementioned pharmaceutical product, which iatietly high-priced.

Gross margins improved significantly in fiscal 1988ing to 13.4% from
12.2% in fiscal 1998. Freight and warehousing cdstseased considerably, as
a corporate initiative to lower costs was instituten addition, the
aforementioned decrease in sales of low marginstead a positive effect on
margins. Finally, we saw improved margins acrosayrad our product lines.
The decrease in margins in 1998 from 12.6% in 1983 due to increased freight
and warehousing (which led to the initiative) andreased sales of a low-
margin pharmaceutical product.

Selling, general and administrative expenses ise@dy $2.5 million to

$15.3 million from $12.8 million in fiscal 1999 cqrared to 1998. The
inclusion of CDC in the consolidated financial staents accounted for
$750,000 of this increase. A customer claim inghmunt of $237,000 was

recorded in March 1999. Compensation increasedlty0$,000 due to paymer



of bonuses, annual salary increases and additp@mabnnel. In addition,

there were increases in legal fees, bad debtsranmg fbenefits. Offsetting
some of these increases were decreases in remtsedeank charges, selling
expenses and consulting fees.

Selling, general and administrative expenses isealightly in fiscal

1998 compared to 1997. Selling expenses increas88®0,000 to $1.5 million
from $1.0 million. This was the result of an incsean the cost of business
travel along with the continued development of ioternational sales
activities. Consulting fees increased by $300,0@@arily due to consulting
agreements with recently retired senior executilreaddition, there were
modest increases in bank fees, office and telepbrpenses. Offsetting most
of these increases was a decrease in compensagiense resulting from the
aforementioned retirees, and a decrease in meahichbusiness insurance
expense. Interest expense, which primarily relitdgng-term debt, was
$18,000, $59,000 and $110,000 in fiscal 1999, 1881997, respectively. A
twelve year note, payable to the Prudential Instea@ompany of America, was
paid in full in December 1998.

Other income increased slightly in fiscal 1999 canag to 1998. Higher
average cash available for investments duringitfoalfyear resulted in a
slight increase in investment income. Royalty inedncreased significantly
due to increased sales of an agricultural produBiurope. Offsetting most

of these increases was a decrease in proceedsHeosale of inventory
relating to a subsidiary sold in June 1996. Alsong on marketable

securities decreased in fiscal 1999 compared t8.199

Other income decreased to $2.3 million in fiscd®8 8ompared to $2.5

million in fiscal 1997. Lower cash available fovastments during the fiscal
year due to the Company's continuing stock repweipaogram, along with low:
interest rates, caused a significant decreaseeneist income on

investments. This was partially offset by an insgem royalty income. The

sale of property held by a subsidiary resulted $#@0,000 gain during fisc



1997.

The effective tax rates were 37.5%, 35.6% and 38rBfiscal 1999, 1998

and 1997, respectively. Significant payments frosmm@ompany's non-qualified
retirement plan, which are deductible for tax pwgmon the date of
distribution, caused an unusually low tax ratetf@r year ended June 30,

1998.

IMPACT OF NEW ACCOUNTING PRONOUNCEMENTS:

In June 1999, the Financial Accounting Standardar8¢FASB) issued
Statement of Financial Accounting Standards (SHA&)137, "Accounting for
Derivative Instruments and Hedging Activities-De&iof the Effective Date of
FASB Statement No. 133." SFAS 137 amends SFAS"ER®ounting for Derivative
Instruments and Hedging Activities," which was sdun June 1998. SFAS 137
defers the effective date of SFAS 133 to all fispadrters of fiscal years
beginning after June 15, 2000. Earlier applicattopermitted. SFAS 133
establishes accounting and reporting standardddigvative instruments,
including certain derivative instruments embeddedther contracts and for
hedging activities. It requires that an entity mpuiae all derivatives as

either assets or liabilities in the statement w&ficial position and

measures those instruments at fair value. Whileagament has not determined
the impact of the new standard, it is not expetidae material.

YEAR 2000 DISCLOSURE:

During fiscal 1998, the Company determined thati&ded to modify or

replace significant portions of its customized waite so that its information
systems would function properly with respect teedah the year 2000 and
beyond. In addition, the Company has assessekeathtrd party hardware and
software it uses for Year 2000 compliance. The Camygpalso has initiated
discussions with its significant suppliers, custesnand financial

institutions to ascertain that those parties hayeapriate plans to

remediate Year 2000 issues where their systemdganewith the Company's

systems or otherwise impact its operations. The [@2om is continuing t:



monitor the extent to which its operations are etdble should those
organizations fail to properly remediate their cangp systems. The Company's
Year 2000 team includes both internal and extestadf. The team's activities
are designed to ensure that there is no adverset effi the Company's core
business operations and that transactions witltomests, suppliers, and
financial institutions are fully supported. The Guany has completed
implementation of its Year 2000 initiative. All sificant computer and
business systems are now compliant. While the Cagnpalieves its planning
efforts are adequate to address its Year 2000 cagicéhere can be no
guarantee that the systems of other companies ahwhie Company's systems
and operations rely will be converted on a timedgib. The Company believes
it unlikely that there will be a material effect tre Company.

The total cost of the Company's Year 2000 initetivas approximately
$100,000.

MARKET RISK:

The Company maintains foreign currency contradeslysto hedge open
purchase commitments. It has established polipiegedures and internal
processes governing the management of this hedgiregyluce market risks
inherent in foreign exchange. Also, the Companyih&sest rate exposure
relating to short and long term investments andmmahexposure in the equity
markets. Any change in these markets would not madlieaffect the
consolidated financial position, results of openasi or cash flows of the
Company.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements required by this itemeBsat forth at the end of this report. The follogvia the applicable supplementary data:

The following is a summary of the unaudited quéytezsults of operations for the years ended Jind 899 and 1998.

QUARTERLY FINANCIAL DATA (Unaudited)
(In thousands except per share amounts)

Year ended June

Quarter E

SEPT.30,1998 DEC.31,1998 MAR
Net sales $36,365 $46,098
Gross profit 4,352 6,072

Net income 1,018 1,926

30, 1999
nded
.31,1999 JUNE 30,1999
$45,420 $41,306
6,704 5,612
1,646 1,501



Net income per

common share 0.15 0.28 0.25 0.23
Year ended June 30, 1998
Quarter E nded
SEPT.30,1997 DEC.31,1997 MAR .31,1998 JUNE 30,1998
Net sales $43,764 $40,671 $50,453 $48,065
Gross profit 5,169 5,528 5,690 5,921
Net income 1,533 1,974 2,112 1,938

Net income pe
common share* 0.22 0.28 0.30 0.28

* Adjusted for stock split, as appropriate.

Cost of sales during interim periods is determibgdjross profit rates based upon the mix of praglaotd during each quarter.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE.

None.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE CO MPANY

PART IlI

Company's proxy statement relating to the annuatimg of the Company's shareholders to be heldexebber 2, 1999, which will be filed
with the Commission not later than 120 days aftere@nd of the fiscal year covered by this Form 1@He€ Proxy Statement), is hereby
incorporated by reference.

Based solely on its review of the copies of sugimfreceived by it, the Company believes that dutfire fiscal year covered by this Form 10-
K all filing requirements applicable to its offiegirectors, and greater than ten-percent beaébeiners were complied with.

ITEM 11. EXECUTIVE COMPENSATION.
The Company's Proxy Statement is hereby incorpdtayeeference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT.
The Company's Proxy Statement is hereby incorpdtayeeference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT

The Company's Proxy Statement is hereby incorpdtayeeference.

PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K.

(@) See Index to Consolidated Financial Sta
included elsewhere herein.

(b) No reports on Form 8-K were filed durin
ended June 30, 1999.

© Exhibits

3(i) Restated Certificate of Incorporation (
reference to Exhibit 4(a)(iii) to Regis
Statement No. 2-70623 on Form S-8 (S-8

3(ii) Certificate of Amendment dated November
Restated Certificate of Incorporation (
reference to Exhibit 3(ii) to the Compa
Report on Form 10-K for the fiscal year
30, 1986).

3(iii)(c) By-laws, currently in effect (incorpora
Exhibit 3(iii)(c) to the Company's Annu
on Form 10-K for the fiscal year ended
(1998 10-K).

10(ii)(a) Profit Sharing Plan, as amended and res
effective July 1, 1989 (incorporated by

tements and Schedules

g the three months

incorporated by
tration
2-70623)).

21, 1985 to
incorporated by
ny's Annual
ended June

ted by reference to
al Report
June 30, 1998)

tated
reference to



Exhibit 10(iii)(a) to the Company's Ann
on Form 10-K for the fiscal year ended

10(iii)  401(k) Plan, effective August 1, 1997,
reference to Exhibit 10 (ii) to the 199

10(iv)(a) Supplemental Executive Retirement Plan,
June 30, 1985, as amended and restated,
July 1, 1992 (incorporated by reference
10(iv)(a) to the Company's Annual Repor
for the fiscal year ended June 30, 1993

10(v) 1980 Stock Option Plan (incorporated by
Item 4(a)(ii) of S-8 2-70623).

10(v)(a) 1980 Stock Option Plan (as amended and
effective as of September 19, 1990) (in
by reference to exhibit 4(c) to Registr
Statement No. 33-38679 on Form S-8).

10(v)(b) Aceto Corporation Stock Option Plan (as
Restated effective as of September 19,
further Amended effective June 9, 1992)
by reference to Exhibit 10(v)(b) to the
Annual Report on Form 10-K for the fisc
June 30, 1992).

10(v)(c) 1998 Aceto Corporation Omnibus Equity A

10(vi)  Lease between Aceto Corporation and M.
Construction Co., Inc. for office space
Hollow Lane, Lake Success, New York dat
1990 (incorporated by reference to Exhi
to the Company's Annual Report on Form
fiscal year ended June 30, 1990).

10(vii)  Stock Purchase Agreement between Windha
Partnership, Peter H. Kliegman, CDC Pro
Aceto Corporation.

21 Subsidiaries of the Company (incorporat
to Exhibit 21 to 1993 10-K).

24 Consent of KPMG LLP.
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ACETO CORPORATION
1998 OMNIBUS EQUITY AWARD PLAN

SECTION 1.
Purpose.

The purposes of the ACETO CORPORATION 1998 Omnibgsity Award Plan are to attract, retain and maévaligible Participants, as
defined below, to compensate them for their contitims to the Company's growth and profit and tocogmage them to own the Company's
Common stock, thereby promoting the interests efGbmpany and its stockholders.

SECTION 2.
Definitions.

As used in the Plan, the following terms shall htheemeanings set forth below:

"AFFILIATE" shall mean (i) any entity that, diregtbr indirectly, is controlled by the Company @isubsidiary of the Company and (iii) any
entity in which the Company has a significant egoit business interest, in any case as determin¢debBoard.

"AWARD" shall mean any Option, Restricted Stock Adjaor other stock-based Award.

"AWARD AGREEMENT" shall mean any written instrumesttdocument evidencing any Award, which may, lee&dnot be, executed by
Eligible Participant.

"BOARD" shall mean the Board of Directors of thenGmany.



"CHANGE IN CONTROL" shall be deemed to have occdiife(i) any "person™ as such term is used in Best 13(d) and 14(d) of the
Exchange Act (other than the Company, any trustedher fiduciary holding securities under any eoyple benefit plan of the Company,) is
or becomes the "beneficial owner" (as defined iteRi3d-3 under the Exchange Act), directly or indity, of securities of the Company
representing 20% or more of the voting power ofGeenpany's then outstanding securities; (ii) duang period of two consecutive years,
individuals who at the beginning of such periodgtidunte the Board of Directors, and any new dire@her than a director designated by a
person who has entered into an agreement with dingp@ny to effect a transaction described in cléi)séii), or (iv) of this paragraph) who
election by the Board of Directors or nominationétection by the Company's stockholders was apgatdy a vote of at least two-thirds of
the directors then still in office who either wetieectors at the beginning of the two year period/bose election or nomination for election
was previously so approved, cease for any reasoartstitute at least a majority of the Board ofddtors; (jii) the stockholders of the
Company approve a merger or consolidation of thea@my with any other corporation, other than a meay consolidation that would res
in the voting securities of the Company outstandimmediately prior thereto continuing to repres@ither by remaining outstanding or by
being converted into voting securities of the suing entity) more than 50% of the combined votirogver of the voting securities of the
Company or such surviving entity outstanding imragsly after such merger or consolidation; providemlyever, that a merger or
consolidation effected to implement a recapitaicrabf the Company (or similar transaction) in whito person acquires more than 20% of
the combined voting power of the Company's thestantling securities shall not constitute a chandgointrol of the Company; or (iv) the
stockholders of the Company approve a plan of cetapiquidation of the Company or an agreementffersale or disposition by the
Company of all or substantially all of the Comparsssets. If any of the events enumerated in daistrough (iv) occur the Board shall
determine the effective date of the Change in @bnésulting therefrom, for purposes of the Plan.

"CODE" shall mean the Internal Revenue Code of 188Gmended from time to time, and the rules agdlations promulgated thereunder.

"COMMITTEE" shall mean a committee of the Boardigeated by the Board to make recommendations t®t@d with regard to Awards.
Until otherwise determined by the Board, the ExeeuCommittee of the Board (which serves as thecHtiee Compensation Committee)
shall be the Committee under the Plan.

"COMPANY" shall mean ACETO CORPORATION.

"ELIGIBLE PARTICIPANT" shall mean an employee (inding an officer, Executive Officer or director)thie Company or any Affiliate.
Such term shall also mean any non-employee direativiser, consultant or independent contractéhédCompany or any Affiliate, and any
reference to employment or termination of employtnerder the Plan shall be deemed to apply to suektdr, adviser, consultant or
independent contractor, for the purpose of the By, as if the services of such person consteumt@loyment services.

"EXCHANGE ACT" shall mean the Securities Exchange #f 1934, as amended.

"EXECUTIVE OFFICER" shall mean, at any time, aniuidual who is an executive officer of the Compamyhin the meaning of Exchange
Act Rule 3b-7 promulgated and interpreted by th€ $SiEder the Exchange Act, or any successor ruleguiation thereto as in effect from
time to time, or who is an officer of the Companighin the meaning of Exchange Act Rule 16a-1(fpemmulgated and interpreted by the
SEC under the Exchange Act, or any successor rukegalation thereto as in effect from time to time

"FAIR MARKET VALUE" Shall mean with respect to amyven day, the average of the mean between theigind lowest reported sales
prices on the principal national stock exchang&hith the Common Stock is traded, or if such exgeanas closed on such day or, if it was
open but the Common Stock was not traded on sughtlilen on the preceding day that the Common Siasktraded on such exchange.

"NON-QUALIFIED STOCK OPTION" shall mean an Optiorhigh does not meet the requirements of Sectionod22e Code.
"OPTION" shall mean a Non-Qualified Stock Option.
"PARTICIPANT" shall mean any Eligible Participar@lected by the Board to receive an Award undePihe.

"PERSON" shall mean any individual, corporatiomtparship, association, joint-stock company, trusincorporated organization,
government or political subdivision thereof or atkatity.

"PLAN" shall mean this ACETO CORPORATION 1998 OMNIB US EQUITY AWARD PLAN.

"QDRO" shall mean a domestic relations order meedimch requirements as the Committee shall deteriririts sole discretion.
"RESTRICTED STOCK" Shall mean any Share granteceuection 7 of the Plan.

"SEC" shall mean the Securities and Exchange Cosion®r any successor thereto and shall includsttféthereof.
"SHARES" shall mean shares of the common stoc1$ar value, of the Company.

SECTION 3.



Administration.

(2) AUTHORITY OF COMMITTEE. The Committee shall,lgact to the terms of the Plan and applicable laake recommendations to the
Board with regard to (i) designation of Participar(ti) the type or types of Awards to be grantedum Eligible Participant; (iii) the number of
Shares to be covered by Awards;

(iv) terms and conditions of Awards; and (v) unletiserwise expressly provided in the Plan, designaf determination, interpretations, and
suggested decisions with respect to the Plan oAargrd.

(b) AUTHORITY OF BOARD. All Awards under the Plahal be made by the Board, which shall have futhatity to accept, reject or
modify any recommendations of the Committee. ABigaations, determinations, interpretations, ameotlecisions under or with respect to
the Plan or any Award shall be within the sole idison of the Board, may be made at any time asmdl bl final, conclusive, and binding
upon all Persons, including the Company, any Adfdi any Participant, any holder or beneficiaraf Award, and any stockholder.

SECTION 4.
Shares Available for Awards.

(a) SHARES AVAILABLE. Subject to adjustment as pided in Section 4(b), the number of Shares witpeesto which Awards may be
granted under the Plan shall be five hundred thwai$a00,000).

If, after the effective date of the Plan, any Skarevered by an Award granted under the Plan afeitted, or if such an Award terminates or
is canceled without the delivery of shares, thenShares covered by such Award, or the number afeShotherwise counted against the
aggregate number of Shares with respect to whichrdsymay be granted, to the extent of any sucfeifare, termination or cancellation,
shall again become Shares with respect to whichrdsvanay be granted. In the event that any Optiastleer Award granted hereunder is
exercised through the delivery of Shares or inethent that withholding tax liabilities arising frosach Award are satisfied by the withhold
of Shares by the Company, the number of Sharetablaior Awards under the Plan shall be incredsethe number of Shares so
surrendered or withheld.

(b) ADJUSTMENTS. In the event that any dividench@tthan regular dividends) or other distributiaéther in the form of cash, Shares,
other securities, or other property), recapitalmgtstock split, reverse stock split, reorganmatimerger, consolidation, split-up, spin-off,
combination, repurchase, or exchange of Sharesther similar corporate transaction or event affélse Shares such that an adjustment is
appropriate in order to prevent dilution or enlangat of the benefits or potential benefits intentbele made available under the Plan, then
adjustment shall be made, in such manner as shaijbitable, of (i) the number of Shares with respgwhich Awards may be granted, (ii)
the number of Shares subject to outstanding Awams (i) the grant or exercise price with respecany Award, provided, that with respect
to any Award no such adjustment shall be madede@xtent that such adjustment would be inconsistéhtthe Plan's meeting the
requirements of Section 162(m) of the Code, as ftiore to time amended.

(c) SOURCES OF SHARES DELIVERABLE UNDER AWARDS. ABhares delivered pursuant to an Award may consisthole or in
part, of authorized and unissued Shares or ofurgashares.

SECTION 5.
Eligibility.

Any employee (including an officer, Executive Officor director) of the Company or any Affiliatecinding any non-employee director,
advisor, consultant or independent contractor é¢o0@bmpany or any Affiliate, shall be an EligiblerfRapant. To the extent the Board deern
necessary, appropriate or desirable to comply feithign law or practice and to further the purpokthis Plan, the Board may, without
amending this Plan, (i) establish rules applicabldwards granted to Participants who are foreigtiomals, are employed outside the United
States, or both, including rules that differ framoge set forth in this Plan, and (ii) grant Awa@such Participants in accordance with those
rules.

SECTION 6.
Stock Options. - TERMS AND CONDITIONS.

All Options granted under the Plan shall be Nonli§jgd Stock Options and shall be evidenced by AdvAgreements which shall be subject
to applicable provisions of the Plan and such opinevisions as they may contain including:

(a) PRICE. The exercise price per Share shall ead¢ss than 100% of the Fair Market Value of a Sloarthe date of Award.

(b) PERIOD. The Board, upon recommendation of thenfittee may establish the term of any Option awender the Plan, provided,
however, that an Option shall expire no later th@ryears from the date of Award.

(c) TIME OF EXERCISE. The Board, upon recommendatbthe Committee, may establish installment egerterms in Awards to
Participants based on the Company's publicly tré&feate price, and may establish installment exeteisns based on the passage of time or
otherwise, such that the Option becomes fully ézabde in a series of cumulating portions, and @ilag establish other conditions of exer

as it shall determine and may accelerate the esaditity of any Option granted to a Participant enthe Plan



(d) PAYMENT. No Shares shall be delivered pursuarany exercise of an Option until payment in fflthe option price in cash, or its
equivalent, or by exchanging Shares owned by tiierage (which are not the subject of any pledgetber security interest), or by a
combination of the foregoing, provided that the bamed value of all cash and cash equivalents amér&ir Market Value of any such Shares
so tendered to the Company as of the date of sunctet is at least equal to such option price.

(e) EXERCISE. An Option, or portion thereof, shadl exercised by delivery of a written notice ofreige to the Company, and payment of
the full price of the Shares being exercised. AiBipant shall not have any of the rights or pegeés of the holder of Common Stock until
such time as Shares of Common Stock are issuedraférred to the Participant.

SECTION 7.
Restricted Stock

(2) GRANT. Subject to the provisions of the Pldng Board, upon recommendation of the Committed| Bhae authority to determine the
Participants to whom Shares of Restricted StocK bbagranted, the number of Shares of RestrictedkXto be granted to each Participant,
and the other terms and conditions of such Awards.

Restricted Stock may be awarded to an Eligiblei€gant in lieu of a portion, as determined by Bward, of any annual cash bonus earne
such Participant, which will vest ratably over aipeé of years determined by the Board on each amnsary of the date of Award. Such
Restricted Stock so awarded, as set forth in thar@wAgreement may have a premium in Shares gréserthe portion of the bonus to be
paid in Restricted Shares, which Premium shardslsihaelivered to the Participant when the Awardlilly vested, provided that the
Participant is in the employ of the Company whesting occurs.

(b) TRANSFER RESTRICTIONS. Upon the lapse of trerietions applicable to Shares of Restricted Sttok Company shall deliver
certificates for same to the Participant or thetiBigant's legal representative.

(c) PAYMENT. Each share of Restricted Stock shelplid in Shares, upon the lapse of the restristagplicable thereto, or otherwise in
accordance with the applicable Award Agreement.

(d) DIVIDENDS AND DISTRIBUTIONS. Dividends and othéistributions paid on or in respect of any SharieRestricted Stock shall be
paid to the Participant.

SECTION 8.
Termination of Employment.

The following provisions shall apply in the evelfitlee Participant's termination of employment usletherwise provided in the Award
Agreement:

(2) NON-QUALIFIED STOCK OPTIONS. (i) Termination &mployment. If the Participant's employment whik Company or its Affiliates
is terminated for any reason other than death, peemt and total disability, or retirement, the Raréant's right to exercise any Non-Qualified
Stock Option shall terminate, and such Option sgbire, on the earlier of (A) the first annivessaf such termination of employment or (B)
the date of such Option would have expired hadttxeen for the termination of employment. The igant shall have the right to exercise
such option prior to such expiration to the exientas exercisable at the date of such terminatfcemployment and shall not have been
exercised.

(i) DEATH, DISABILITY OR RETIREMENT. If the Partigpant's employment with the Company or its Affiiatis terminated by death,
permanent and total disability, or retirement, Bagticipant or his or her estate representativenfiployment is terminated by death) shall t
the right, within three (3) months from the datelefermination of permanent and total disabiligtirement, or the appointment of an estate
representative, to exercise any Non-Qualified Stopkion to the extent it was exercisable at the déasuch termination of employment and
shall not have been exercised, but in no event shah option be exercisable later than the daeéxhtion would have expired had it not been
for the termination of such employment.

(b) RESTRICTED STOCK. In the event of a Particitgmngétirement, permanent and total disability, @atti, or in cases of special
circumstances, the Board may, when it finds thatever would be in the best interest of the Compavaive in whole or in part, any or all
remaining restrictions with respect to such Payéint's entitlement to shares of Restricted Stock.

SECTION 9.
Change in Control.

Notwithstanding any other provision of the Plarthite contrary, upon a Change in Control all outstaméwards shall vest, becon
immediately exercisable or payable and have alliotions lifted as may apply to the type of Award.

SECTION 10.
Amendment and Terminatio



(a) AMENDMENTS TO THE PLAN. The Board may amendgeal suspend, discontinue, or terminate the Plaangmortion thereof at any
time; provided that no such amendment, alteragaspension discontinuation or termination shaliaele without stockholder approval to:
increase the number of shares issuable; reduax#reise price of Options;

or extend the termination period of the Plan. Tloar, however, may not amend or terminate the Widout a Participant's consent insofar
as it would adversely affect a Participant's rightpreviously granted Awards.

(b) CANCELLATION. Any Award Agreement to the contyanotwithstanding, any Award granted hereunder magancelled with the
approval and agreement of the Participant in camaitbn of a cash payment or alternative Award madbe holder of such cancelled Award
equal in value to the Fair Market Value of suchoedled Award.

SECTION 11.
General Provisions

(2) NONTRANSFERABILITY. No Award shall be assignedienated, pledged, attached, sold or otherwésesterred or encumbered by a
Participant, except by will or the laws of descand distribution or pursuant to a QDRO.

(b) NO RIGHTS TO AWARDS. No Participant or otherr§an shall have any claim to be granted any Awand, there is no obligation for
uniformity of treatment of Participants, or holdersbeneficiaries of Awards. The terms and condgiof Awards need not be the same with
respect to each recipient.

(c) SHARE CERTIFICATES. All certificates for Sharesother securities of the Company delivered unlderPlan pursuant to any Award or
the exercise thereof shall be subject to suchtstmsfer orders and other restrictions as the Boaygd deem advisable under the Plan or the
rules, regulations, and other requirements of #neuSties and Exchange Commission, any stock exgghapon which such Shares or other
securities are then listed, and any applicable fe¢de state laws, and a legend or legends mayiberpany such certificates to make
appropriate reference to such restrictions.

(d) WITHHOLDING. A Participant may be required taypto the Company and the Company shall have ¢ aind is hereby authorized to
withhold from any Award, from any payment due ansfer made under any Award or under the Planoon iny compensation or other
amount owing to a Participant the amount (in castghares), of any applicable withholding taxeeegpect of an Award, its exercise, or any
payment or transfer under an Award or under tha Bial to take such other action as may be neceisstiny opinion of the Company to
satisfy all obligations for the payment of suchesix

(e) AWARD AGREEMENTS. Each Award hereunder shalebvalenced by an Award Agreement that shall berdedd to the Participant a
shall specify the terms and conditions of the Awand any rules applicable thereto.

() NO RIGHT TO EMPLOYMENT. The grant of an Awardial not be construed as giving a Participant ifletito be retained in the
employ of the Company or any Affiliate. Furtheret@ompany or an Affiliate may at any time dismid2aaticipant from employment, free
from any liability or any claim under the Plan, esdé otherwise expressly provided in the Plan aninAward Agreement.

(9) RIGHTS AS STOCKHOLDER. No holder of an Awardstbck options or beneficiary of any such Awardlidhave any rights as a
stockholder with respect to such options until hetee has exercised such option and become therhmi®hares. In connection with each
grant of Restricted Stock hereunder, the applicAllard shall be entitled to the rights of a stodklleo in respect of such Restricted Stock,
except for such transfer restrictions as may béicaipe thereto.

(h) GOVERNING LAW. The validity, construction, amdfect of the Plan and any rules and regulatiotating to the Plan and any Award
Agreement shall be determined in accordance weHatvs of the State of New York.

() SEVERABILITY. If any provision of the Plan omg Award is or becomes or is deemed to be invdl&fal, or unenforceable in any
jurisdiction or as to any Person or Award, or wodisualify the Plan or any Award under any apfliedaw, such provision shall |
construed or deemed amended to conform to thecaiybdi laws, or if it cannot be construed or deearadnded without, in the determination
of the Board, materially altering the intent of fhkan or the Award, such provision shall be stricks to such jurisdiction, Person or Award
and the remainder of the Plan and any such Awaatl sdmain in full force and effect.

(j) OTHER LAWS. The Company may refuse to issu&ransfer any Shares or other consideration undéweard if, it determines that the
issuance or transfer of such shares might violayeapplicable law or regulation or entitle the C@nyp to recover the same under Section 16
(b) of the Exchange Act, and any payment tendeyédde Company by a Participant, other holder oelieiary in connection with the
exercise of such Award shall be promptly refundethe relevant Participant, holder, or beneficidthout limiting the generality of the
foregoing, no Award granted hereunder shall betcoed as an offer to sell securities of the Compang no such offer shall be outstanding,
unless the Board has determined that any such dffaade, would be in compliance with all appliabequirements of the U.S. federal
securities laws any other laws to which such offenade, would be subject.

(k) NO TRUST FUND CREATED. Neither the Plan nor akyard shall create or be construed to createst tnuseparate fund of any kind
a fiduciary relationship between the Company aR@uicipant or any other Person. To the extentahgtPerson acquires rights pursuar



an Award, such rights shall be no greater thamigies of any unsecured general creditor of the Qamy.

() NO OBLIGATION TO EXERCISE OPTIONS. The grantimd an Option shall impose no obligation upon tletiBipant to exercise such
Option.

(m) PLAN EXPENSES. Any expenses of administeririg Bian shall be borne by the Company.

(n) NO WARRANTY OF TAX EFFECT. Except as may be tained in any Award Agreement, no opinion shaltbemed to be expressed
or warranties made as to the effect of foreignefel state, or local tax on any Awards.

SECTION 12.
Share Ownership Guidelines.

It is an objective of this Plan that designatedjible Participants be owners of Shares.

(a) APPLICABILITY. Share ownership guidelines appbcable to the Chief Executive Officer ("CEO")dato managerial Participants
designated by the Board ("Designated Participants")

(b) BASIS. Share ownership guidelines are in teofriSair Market Value of Shares to be owned relativéhe positions held and base salaries
of Designated Participants. Ownership levels anidejmes will be reviewed (and if advisable modifjdy the Board (upon recommendation
of the Committee) periodically, based on interegilarts and overall operations of the Company.

(c) TARGETED GUIDELINE LEVELS. Designated Particigia will either from inception of the Plan or commsement of employment ha
five (5) years to reach the targeted guidelinelkewé Share ownership, which levels can be changediified, or suspended due to individual
or group circumstances. Restricted Stock awardedRarticipant shall be included in calculating r@sawned.

(d) GUIDELINES.

POSITION/BASE SALARY GUIDELINES, AS A MULTIPLE
("X") OF SALARY
CEO 2X
Base Salary of $100,000.00 or more 1X
Base Salary of under $100,000.00 1/2X

SECTION 13.
Stockholder Approval and Effective Dates.

This Plan shall become operative and in effectumh slate as it shall be approved by the stockhsloethe Company. No option or Award
shall be granted hereunder after the expiratidemfyears after the date that it shall have beagpeeative and in effect.

Exhibit 10 (vii)
STOCK PURCHASE AGREEMENT

AGREEMENT ("Agreement") dated the 16th day of Oeigld 998, by and among Windham Family Limited Renghip, a New York limited
partnership with its address at 5 Shore Park RGaekt Neck, New York 10023 ("Windham"), Peter Hielgiman, residing at 5 Shore Park
Road, Great Neck, New York 11023 ("Kliegman" andemively with Windham, "Seller"), CDC Products o, a New York corporation,
with its principal place of business at 74-16 Gréawenue, ElImhurst, New York 11373-4127 (the "Compaand Aceto Corporation, a New
York corporation with its principal offices at Ohtollow Lane, Lake Success, New York 11042-1215 (¢Raser").

WITNESSETH:

WHEREAS, Windham owns 2,000 shares of common stéthe Company, without par value, which constiua# of the issued and
outstanding common stock shares of the Companykéiegman owns all of the issued and outstandirayes$ of the preferred stock, par
value $100 per share, of the Company (the aforezaitmon and preferred shares collectively the "&igrand

WHEREAS, Seller desires to sell and Purchaser eesir purchase the Shares on the terms and corgdgéd forth herein; and

WHEREAS, Purchaser wishes that the company empl@gian and Kliegman wishes to be so employed puntsio an employment
agreement to be executed by Company and Kliegmateegporaneously with the closing of the transactiontemplated hereby; and

WHEREAS, Purchaser desires that the Company |basgrémises at 74-16 Grand Avenue, Elmhurst, Nevk ftbe "Premises") which
constitute the Company's principal place of busirfeam the owner of the Premises, Monitor Holdimayiration, a New York corporatic



("Monitor") wholly owned by Kliegman; and

WHEREAS, The Company with consent of Purchaser egigh lease the Premises and Seller and Monitdr teitease the Premises to the
Company pursuant to a lease which the Companyewx@tute and Kliegman will cause Monitor to exeaastemporaneously with the
closing of the transaction contemplated hereby.

NOW, THEREFORE, in consideration of the mutual pisee and covenants contained herein, the partreschagree as follow:

SECTION 1. PURCHASE AND SALE OF SHARES.
Seller agrees to sell and Purchaser agrees togmedil of the Shares.

SECTION 2. PURCHASE PRICE.

The total purchase price for the Shares shall b OTWLLION THREE HUNDRED NINETY FIVE THOUSAND ($2,39,000) DOLLARS
of which THREE HUNDRED THOUSAND ($300,000) DOLLARsall be payable to Kliegman for the preferredisi@Preferred Stock
Purchase Price") and the balance of TWO MILLION EMN-FIVE THOUSAND ($2,095,000) DOLLARS shall be @yle to Windham for
the common stock ("Common Stock Purchase Pricéi®. Gommon Stock Purchase Price shall be subjeldwmward adjustments as
hereinafter provided. The purchase price shalldyabple as follows:

2.1 Amount Due at Closing. The aggregate sum wRistthaser shall pay at closing shall be ONE MILLISNX HUNDRED FORTY FIVE
THOUSAND ($1,645,000) DOLLARS which shall be paidfze Closing by certified check, a bank cashiéexk or electronic fund transfer
of which THREE HUNDRED THOUSAND ($300,000) DOLLARsall be payable to Kliegman in full payment of Breferred Stock
Purchase Price, and the balance of ONE MILLION THREJNDRED FORTY-FIVE THOUSAND ($1,345,000) DOLLARShich shall be
paid to Windham as the down payment for and pgragiment of the Common Stock Purchase Price.

2.2 Balance. The balance of the Common Stock PsecRace, SEVEN HUNDRED FIFTY THOUSAND ($750,000pDLARS, shall be
payable to Windham on the first business day ofaly, 2000, 2001, and 2002, in equal, consecuitigtallments of TWO HUNDRED
FIFTY THOUSAND ($250,000) DOLLARS each, subjectimvnward adjustment in each instance, as provid&ection 2.3.

2.3 Adjustment of Common Stock Purchase Price. Hathliment of the Common Stock Purchase Pricalpi@ypursuant to Section 2.2 shall
be subject to a non-cumulative downward adjustragoal to fifty percent (50%) of the amount by whibke Company's earnings before
interest, income taxes, depreciation and amortingiEBITDA") is less than FIVE HUNDRED THOUSAND %$0,000) DOLLARS for the
calendar year immediately preceding the paymemt, gmbvided however, that in no event shall anyhqayment be less than ONE
HUNDRED TWENTY FIVE THOUSAND ($125,000) DOLLARS. EBITDA in any year is less than TWO HUNDRED FIFTY
THOUSAND ($250,000) DOLLARS (resulting in the paymef the minimum required payment of ONE HUNDRERVENTY FIVE
THOUSAND ($125,000) DOLLARS), there shall be no dovard adjustment in subsequent years based uposuahyEBITDA shortfall in
prior year. EBITDA shall be determined by the Pasdr's accounting department, subject to revieKliggman and the Company's
accountants, using generally accepted accountingiples applied in a consistent basis with prieripds and shall be calculated to includ:
revenues derived from the Company's operationsolelysoperating expenses directly, reasonably auessarily incurred in the Company's
operations before interest on debt service, deptieni amortization and income taxes. No amounit lkeaincluded in such expenses for
Purchaser's overhead or for salaries, managemebfeother like payment to persons or entitiestedl to or affiliated with Purchaser who
are not involved exclusively in the day to day @tiens of the Company, nor shall any expensesdadad which are extraordinary, non-
recurring, or outside of the ordinary course ofibess or, unless expressly agreed to in writingélers, inconsistent with prior practices of
the Company.

2.4 Debt Satisfaction; Kliegman Guaranties:

Set forth in Schedule 2.4 are:

(a) The Company's remaining obligations as of Seper 30, 1998, to Messrs. Chanes and Cort pursodinéir respective employment and
retirement compensation agreements with the Company

(b) All indebtedness owing by the Company to EuespAmerican Bank ("EAB") pursuant to (i) the Comyparterm loan agreement, and (ii)
its revolving credit line as presently in effect;

(c) All Uniform Commercial Code Financing StatemseRbrm UCC-1 with respect to security interest tgerio EAB pursuant to its
agreements with the Company; and

(d) All equipment leases with respect to which Ktiean is a guarantor.

Contemporaneously with the Closing, Purchaser $hiifl pay and satisfy the Company's obligationdfessrs. Chanes and Cort due and
owing as of the Closing Date, pursuant to theipeetive employment and retirement compensationeageats with the Company each dated
December 1, 1991 and all indebtedness owing b trapany to European American Bank ("EAB") pursuarthe Company's term loan
agreement dated August --, 1995 and its revolvieditline as presently in effect pursuant to agrelet dated March --, 1998. Seller will
cooperate with Purchaser in causing to be execdtdiyered and filed termination statements on faf@C-3 with respect to all security
interests granted to EAB to secure the indebtedioelSAB pursuant to its agreements with the Compémgddition, Purchaser will
contemporaneously with the closing cause Kliegnoametremoved as personal guarantor with respaegjugpment leases set forth in
Schedule 2.4 hereto, or failing that, shall indefgnKiliegman and hold him harmless from any claim#wespect thereto.

SECTION 3. CLOSING.
3.1 Closing. The closing of the transactions compiated hereby shall take place at the offices of@&leSuozzi, English & Klein, P.C., 1505
Kellum Place, Mineola, New York 11501, at 10:00 A.&m November 24, 1998, or at such other time dackpas the parties may mutuz



agree (the "Closing Date").
3.2 Transfer of Stock. At the closing, Seller shl@liver to Purchaser certificates representingfathe Shares, accompanied by stock powers
duly endorsed for transfer to Purchaser, free et of all liens, claims, encumbrances and rdgiris.

SECTION 4. INSPECTION CONFIDENTIALITY.

4.1 Inspection. Purchaser and its agents shall tievaght to inspect the Company's books, recardspremises at any time during the
regular business hours of the Company, on reasemaltice, or at any other time upon mutual agre¢mikethe parties.

4.2 Confidentiality. Purchaser shall keep config#rall information it obtains about Seller or abtiue Company, or about any of the
Company's officers, employees or agents, that Rsetacquires as a result of such inspection, siadresult of its due diligence in
connection herewith, all pursuant to that certaimf@@lentiality and Non-Disclosure Agreement whialréhaser has executed and delivered to
the Company contemporaneously herewith, a copyhiéiwis annexed hereto as Exhibit A.and will natcthse same if Closing does not take
place.

SECTION 5. EXECUTION OF EMPLOYMENT AGREEMENT AND LASE.

5.1 Employment Agreement. At the closing, Compamy iiliegman with the consent of Purchaser shaktreinto an Employment Agreement
in form annexed hereto as Exhibit B, pursuant tictviiKliegman shall serve as the Company's PresiestChief Executive officer, to be
negotiated prior to the Closing date to the musadisfaction of the parties.

5.2 Lease. At the Closing, Company and Monitor withsent of Purchaser shall enter into a leasthéoPremises in the form of lease
annexed hereto as Exhibit C. to be negotiated poitiie Closing date to the mutual satisfactiothefparties.

SECTION 6. REPRESENTATIONS AND WARRANTIES OF SELLE®Reller hereby represents and warrants as follows:

6.1 Corporate Status.

6.1.1 The Company is a corporation duly organizatidly existing and in good standing under thedavthe State of New York and has the
corporate power and authority to own its propertgt to carry on its business as and where suchviscooducted;

6.1.2 The Company is duly qualified as a foreigrpooation in all jurisdictions in which the owneiglof its properties or the conduct of its
business requires qualification and all such juctsohs are set forth on Schedule 6.1.2 heretoraade a part hereof.

6.1.3 The Company has no subsidiaries.

6.1.4 The capitalization of the Company consist§wénty Thousand (20,000) authorized shares of comstock, with no par value, of
which Two Thousand (2,000) shares are issued arsthoding and shares of preferred stock, par VBLO® per share, of which shares are
issued and outstanding. The Company has no treabargs. All of the issued and outstanding sh&freok are duly authorized, validly
issued, fully paid and nonassessable and are oamidtield by Windham, with respect to the commod,iregman, with respect to the
preferred, free and clear of all liens, chargesemmimbrances, restrictive agreements and assessm@aet are not subject to any restrictions
with respect to transferability. There are no anding options, calls, subscriptions, warrantftsgagreements, commitments or obligations
of any kind with respect to the issuance or saleddfitional shares of the Company's stock;

6.1.5 The Certificate of Incorporation and By-laavs] lists of the officers and directors of the Camy copies of which shall have been
delivered to Purchaser, are true and correct amplate in all respects and no proceedings have insétuted or authorized with respect to
their modification, amendment or alteration;

6.1.6 All approvals or consents required for Setbeconsummate the transactions contemplated hieagi@ been obtained and the
consummation of the transactions contemplated isyAf@reement will not violate any provisions of day or any of the provisions of the
Company's Certificate of Incorporation or By-Lawsesult in the breach or termination of any pranisof, or constitute a default, under any
indenture, agreement or other instrument to whiglleSor the Company is a party or by which anyhaf Company's properties may be
bound, and which, if violated would materially detr from the value of the Shares in the hands oftser;

6.1.7 This Agreement constitutes the valid and ibip@bligation of Seller enforceable in accordanith its terms except to the extent
enforceability may be limited by principles of etyudr bankruptcy, insolvency, moratorium or othienitar laws affecting the enforcement of
creditors' rights generally.

6.2 Financial.

6.2.1 The audited balance sheets of the CompaaySsptember 30, 1997, 1996 and 1995 and the dadi#wiew at September 30, 1998 and
the statement of earnings and profits for the figears then ended (the "Financials"), copies ofttvishall be provided to the Purchaser in
Schedule 6.2, are true and correct reports ofittam€ial condition and results of operations of @@mpany and were prepared in accordance
with generally accepted accounting principles agaptin a basis consistent with the methods useehftit preceding period;

6.2.2 Since September 30, 1998, there has not Kigamy material adverse change in the finanaiadition or in the operations of the
business of the Company; (ii) any damage, destmicti loss (whether or not covered by insurance}enally and adversely affecting the
Premises, business, property or assets of the Gompua any proceedings in eminent domain (or puseha lieu thereof), commenced or
consummated with respect to any property or buiilifor any portion thereof) owned by the Companpionitor; (iii) any increase in the
compensation payable to or to become payable bgdmepany to officers or key salaried employeesgenss or in any bonus (over that paid
in the previous year), insurance, pension or dieeefit plan, payment or arrangement made topfowith any such officers, key salaried
employees or agents; (iv) any labor disputes; iy) @eclaration, setting aside, or payment of amddnd or any distribution by the Company
in respect of its stock, or any redemption, puret@sother acquisition by the Company of any ofitgres; (vi) any cancellation of any of the
debts or claims of the Company or of the Sellecepxkin the ordinary course of business, or wabfemy rights of value, or any discharge or
satisfaction by Seller or the Company of any lieeecumbrance, or payment of any obligation oriliigh{other than current liabilities as
shown on the most recent Financials) and currahiliiies incurred since the date in the ordinasyrse of business; (vii) any amendment or
termination or threatened termination of any caritoa lease agreement; (viii) any mortgage, deecied debt (other than purchase money
equipment financing), pledge or subjection to [iexcept liens for taxes not yet due and excepli¢as in respect of purchase money
equipment financing), charge or any other encuntdmari any property, tangible or intangible of Setiethe Company; (ix) any other eve



or condition of any character, other than geneunalriess conditions, pertaining to the Company aatérnally and adversely affecting the
results of operations or business or financial dmrdof the Company.

6.3 Liabilities Fully Disclosed. Except to the extteeflected or reserved against in the Finan@alscurred in the ordinary course of
business, or disclosed in this Agreement or onszimedule hereto, the Company has no materialitiabibf any nature, whether accrued,
absolute, contingent or otherwise, whether due twetome due.

6.4 Taxes. Except as set forth on Schedule 6.4daxk federal, state and local tax returns amqeres required by law to be filed by the
Company have been filed and paid or reserved agains

6.5 Litigation. Except as set forth on Schedulel&geto, there is no claim, administrative proceggiitigation proceeding or governmental
investigation pending or, to the knowledge of Selliereatened against or relating to the Companiglmvould materially detract from the
value of the Shares in the hands of Purchaser.

6.6 Title to Personal Property.

6.6.1 Except as set forth on Schedule 6.6 hefetoCbmpany has good and marketable title to atsqfersonal property, machinery,
equipment and other tangible and intangible agestsand clear of any mortgages, liens, pledgemoumbrances of any nature whatsoever;
6.6.2 All currently used machinery, equipment atiteopersonal property of the Company is complateia working order and has been
routinely maintained.

6.6.3 Seller has no knowledge of any infringemerdl@ms of infringement by or against Seller cg tompany of patents, trademarks,
tradename rights, copyrights or publication rightsonnection with any products, equipment, matetigupplies used or sold by the
Company.

6.7 Contracts. All contracts, licenses and otheeagents set forth on Schedule 6.7(i) hereto angeent leases listed on Schedule 6.7(ii)
hereto are valid and binding upon the parties tbeaad enforceable in accordance with the termetieThe Company has complied with all
material provisions of and is not in material déffamnder any such agreements, leases or commitireamdsthe continued validity and
enforceability of such agreements, leases and ctmenis will not be effected by the consummatiotheftransactions contemplated by this
Agreement.

6.8 Inventory. All the inventory of the Companyleeted in the Financials, or thereafter acquiredheyCompany consists of a quality and
guantity salable in the ordinary course of the Canys business, and all such inventory is valudavedr of cost or market on a basis
consistent with prior years; and the values at Winiwentories are carried in the Financials reftaetnormal inventory valuation policy of the
Company, consistent with prior years.

6.9 Real Property. Annexed hereto as Schedulegédnis a true and complete list and brief detoripof all real properties leased or owned
by the Company, including all significant structsifecated thereon.

6.9.1 The Company has valid and enforceable leatkgespect to the Premises except as enforcgabiiainst the other party to any such
lease may be limited by general equitable prinsiglebankruptcy or insolvency laws as the samestfife rights of creditors generally, has
all material effects performed all the obligatigrguired to be performed by it to the date hereafen said leases, and possesses and quietly
enjoys possession of said premises under saidslease

6.9.2 Except as set forth on Schedule 6.9.2 hettedoCompany owns all real property identifiedhie Schedule as being owned by it, free
clear of any mortgage, lien, pledge or encumbrafi@éay nature whatsoever.

6.9.3 Each of the major improvements located ot seal property and the use thereof by the Comganjorms in all material respects to
applicable zoning, building, environmental, worlkg# and other federal, state and local laws artd &aguch major improvements is
substantially in good condition, ordinary wear aear accepted and requires no material capitalrelpees for the satisfactory continuation
of its present uses.

6.10 Insurance. Schedule 6.10 hereto is a lisll @isurance policies currently in force with resp# the business of the Company, together
with the premiums currently paid or payable thergdopies of all such policies shall have been nsadéable to Purchaser for examination.
6.11 Labor Matters. Except as set forth on Sche@ulg hereto, the Company does not have any widttemal contract with, or commitment
or liabilities to, any labor organization or asstitin of employees, or pending or contemplated tigin with any such organization or
association.

6.12 Employee Benefit Plans, Employment Agreemdiitsept as set forth in Schedule 6.12.1 heretdeiSébes not maintain nor sponsor,
nor contribute to, any pension, profit-sharing,isgs, bonus, incentive or deferred compensatiorgragmce pay, medical, life insurance,
welfare or other employee benefit plan. All pensiomofit-sharing, savings, bonus, incentive or deferred @arsation, severance pay, med
life insurance, welfare or other employee bendéihp within the meaning of

Section 3(3) of the Employee Retirement Income 8cact of 1974, as amended (hereinafter refetceds "ERISA™), in which the
employees participate (such plans and relatedstringurance and annuity contracts, funding meaiibrelated agreements and arrangements
being hereinafter referred to as the "Benefit Plaosmply with all requirements of the Departmeht.abor and the Internal Revenue Sen
and with all other applicable law, and Seller hastaken or failed to take any action with resgedhe Benefit Plan which could reasonably
be expected to create any liability on the pa$eller or Purchaser. Each "fiduciary" (within theaning of Section 3(21)(A) of ERISA) as to
each Benefit Plan has complied with all requirers@fitERISA and all other applicable laws in respgaach such Benefit Plan. Seller has
furnished to Purchaser copies of all Benefit Plamdg all financial statements, actuarial reportsamtlal reports and returns filed with the
Internal Revenue Service with respect to such BeRkins for a period of three years prior to théechereof. Such financial statements and
annual reports and returns are true and correadt material respects, and none of the actuarglraptions underlying such documents has
changed since the respective dates thereof.

In addition:

(i) Each Benefit Plan intended to qualify undert#er401(a) of the Code has received a favorabierdenation letter from the Internal
Revenue Service as to its qualification;

(i) Seller does not maintain, sponsor or contrbiat, and has never maintained, sponsored or baied to a "defined benefit plan” (within
the meaning of Section 3(35) of ERISA) or a Multf@ayer Plan (within the meaning of Section 3(37E&ISA);

(iii) No "prohibited transaction" (within the meang of Section 406 of ERISA or Section 4975(c) & €ode) has occurred with respect to
Benefit Plan;

(iv) No provision of any Benefit Plan or of any agment, and no act or omission of Seller or the fizom in any way limits, impair:



modifies or otherwise affects the right of SellePairchaser unilaterally to amend or terminate Bewgefit Plan after the closing, subject to
requirements of applicable law;

(v) there are no contributions which are or hemaftill be required to have been made to trustoimection with any Benefit Plan that wao
constitute a "defined contribution plan” (withiretmeaning of Section 3(34) of ERISA);

(vi) Other than claims in the ordinary course fenbfits with respect to the Benefit Plans, theeerar actions, suits or claims (including
claims for income taxes, interest, penalties, fimesxcise taxes with respect thereto) pending vésipect to any Benefit Plan, or any
circumstances which might give rise to any suckoacsuit or claim (including claims for income & interest, penalties, fines or excise
taxes with respect thereto);

(vii) All reports, returns and similar documentdtwiespect to the Benefit Plans required to bel filith any governmental agency have been
so filed on or before their due date; and

(viii) Seller has no obligation to provide healthather welfare benefits to former, retired or tarated employees, except as specifically
required under

Section 4980B of the Code or Section 601 of ERIS&ller has complied with the notice and continuatEquirements of Section 4980B of
the Code or

Section 601 of ERISA and the regulations thereunder

6.12.2 Except as set forth on Schedule 6.12.2 tyettet Company has no written or oral employmeré@gents with any of its employees
other than routine month to month arrangementsitetote by the Company without penalty.

6.13 Banking Facilities; Powers of Attorney. ScHedii13 hereto sets forth a complete and accusitefi

6.13.1 Each bank and safety deposit facility inahiithe Company has an account or safety depositamak

6.13.2 The names of all persons authorized to drawach such account or to have access to anysatetly deposit box facility, together w
the description of the authority (and conditionsréof, if any) of each such person with respeattioe and

6.13.3 The names of all persons holding a Powéttoiney from, on behalf of or relating to the Caanpy, together with a description of the
authorities (and conditions thereof, if any) corddrby such Power of Attorney.

6.14 Environmental Matters.

6.14.1 Except as set forth on Schedule 6.14.1 t\eBetler, the Company and any other person otyeioti whose conduct they are or may be
responsible, has not generated, manufacturedegfiransported, treated, stored, handled, disptsedferred, produced, processed or used
any Hazardous Materials (as hereinafter definedaandkefined to include oils and petroleum produatsny solid waste in or at any of the
Facilities (as hereinafter defined) or in connattigth any of the Company's operations, or at ahgroreal property currently or previously
owned, occupied, leased, operate or subleasecebidmpany (collectively, for purposes of this Sattithe "Facilities"), except in
compliance with all applicable Environmental Laws fiereinafter defined).

6.14.2 There has been no release or threat oselfaany Hazardous Materials on, under or fromdadrtize Facilities, except for (i)
authorized discharges complying with all applicabterironmental Laws, or (ii) releases or dischadgethird-parties not under contract with
the Company or third- parties not acting or failingact at the request or direction of the Company.

6.14.3 No portion of any of the Facilities has bésted, designated or identified in the NationdbFRties List ("NPL") or the CERCLA
Information System ("CERCLIS"), or on any similéstlof locations to be investigated or disposa@ssjtublished under federal or state law
purposes of requiring investigation, cleanup, onedial or corrective action under any Environmehtak.

6.14.4 No transportation, disposal or reclamatiompany used by the Company to transport, dispose r@&claim Hazardous Materials has
been cited by any governmental entity or has beealved in any private litigation as a result &f itansportation, disposal or reclamation of
any Hazardous Materials.

6.14.5 Except as set forth on Schedule 6.14.5 tyemetnotice of violation, lien, complaint, suitder or other notice or communication
concerning any alleged violation of any Environnaéhiaw with respect to any of the Facilities haeeb received by the Company, nor has
the Company received any document or informatiguest, notice, demand letter, or administrativelingfrom any governmental entity
under CERCLA (as hereinafter defined) or any comlplarstate or local law in connection with any sife hazardous waste site, nor has the
Company been informed that the Company might betentially responsible or liable party in connentigith any such site.

6.14.6 Except as set forth in Schedule 6.14.6Chmpany has all permits, approvals and licensesnejunder any applicable
Environmental Laws to be issued to the Companyimection with its operations at any of the Fdesit and the Company is in full
compliance with the terms and conditions of suaimits, approvals and licenses and such permitspapfs and licenses are in full force and
effect.

6.14.7 For purposes of this Agreement, the follgaierms shall have the following meanings:

(i) "Environmental Laws" shall mean all Federatstor local laws, rules, regulations, codes, @miies, or by-laws, and any judicial or
administrative interpretations thereof, includingers, decrees, judgments, ruling, directives dices of violation, that create duties,
obligations or liabilities with respect to: (i) ham health; or (ii) environmental pollution, impa&nt or disruption, including, without
limitation, laws governing the existence, use,aer, treatment, discharge, release, containmansgortation, generation, manufacture,
refinement, handling, production, disposal, or nigemaent of any Hazardous Materials, or otherwiseleting or providing for the protection
of the environment, and further including, withdiatitation, the Comprehensive Environmental Respo@mpensation and Liability Act
(42 U.S.C. <section>9601 et seq.) ("CERCLA"), trezbrdous Materials Transportation Act (49 U.S.@ctien>1801 et seq.) the Public
Health Service Act (42 U.S.C. <section> 300 et)séle Pollution Prevention Act (42 U.S.C. <sectidr8101 et seq.), the Federal Insectic
Fungicide and Rodenticide Act (7 U.S.C. <sectio36 &t seq.), the Resource Conservation and Recéarid2 U.S.C. <section> 6901 et
seq.), the Safe Drinking Water Act (21 U.S.C. <t 349, 42 U.S.C. <section><section>201, 300@, Toxic Substance Control Act (15
U.S.C. 2601 <section> et seq.), the Clean Watel(2&1.S.C. <section> 1251 et seq.), the Cleam&ir(42 U.S.C. <section>7401 et seq.),
and similar New York State and local statutes, @hdegulations adopted pursuant thereto.

(i) "Hazardous Materials" means (i) any "hazardmagerial," "hazardous substance," "hazardous wdst&" "regulated substance," "toxic
substance" or words of similar import as definedarany of the Environmental Laws, (ii) asbestoarig form; (iii) urea formaldehyde foam
insulation; (iv) polychlorinated biphenyls; (v) @ugas; (vi) flammable explosives; (vii) radioaetimaterials; (viii) any chemical,
contaminant, solvent, material, pollutant or subsgathat may be dangerous or detrimental to anlyeoFacilities, the environment or the
health and safety of employees or other occupdranyof the Facilities; and (iv) any substance, generation, storage, transportation,
utilization, disposal, management, release or lopaif which, on, under or from any of the Faaddiis prohibited or otherwise regulated
pursuant to any of the Environmental Lz



6.15 Disclosure. No representation or warrantyia Agreement, nor any statement, certificate,dsdbeor exhibit furnished or to be furnist
by or on behalf of Seller pursuant to this agreaymsor any document or certificate delivered todhaser pursuant to this agreement or in
connection with actions contemplated herein, costar shall contain any untrue statement of a nzteict.

SECTION 7. REPRESENTATIONS AND WARRANTIES OF PURCHER. Purchaser hereby represents and warranti@agsio

7.1 Corporate. Purchaser is a corporation dulyrargal, validly existing and in good standing untter laws of the State of New York, has
full power and lawful authority to carry on the imess which it is now conducting and which it vednduct after the closing of this
Agreement, and to own the assets and propertiesomowed by it or to be acquired by it pursuant ie #hgreement. Purchaser is duly
qualified to do business and is good standinglijuasdictions in which it is required to be soalified. Purchaser's subsidiaries are listed on
Schedule 7.1 hereto.

7.2 Acquisition of Stock. Purchaser is acquiring 8hares for Purchaser's own account in ordercoirgcthe business of the Company.

7.3 Authority Relative to this Agreement. Purchéses full power to enter into this Agreement anaycaut its obligations hereunder. The
execution and delivery of this Agreement and thesconmation of the transactions contemplated hér@we been duly and validly authorized
by the Board of Directors of Purchaser. No othés ac proceedings on the part of Purchaser areseapeto authorize this Agreement or the
transactions contemplated herein and, when dulgwggd and delivered, this Agreement will constitaitealid and legally binding obligation
of Purchaser. The Purchaser has complied withistlasure requirements under all federal and stagerities laws with respect to the
transaction contemplated hereby, it is not requiogfile with the Securities and Exchange Commissidormation on form 8-K with respect
to this Agreement and the transactions contemplageeby. Neither the execution and delivery of tggeement or the consummation of the
transactions contemplated herein nor complianceurghaser with any of the provisions hereof witllate any provisions of the law or of
Purchaser's certificate of incorporation or by-lawsesult in the breach or termination of any [smn of, or constitute a default under any
indenture, agreement or other instrument to whicha party or by which any of its properties nieybound.

7.4 Litigation. To the knowledge of Purchaser, ¢hisrno claim, administrative proceeding, litigatjgroceeding or governmental investiga
pending or, to the knowledge of Purchaser, threategainst or relating to Purchaser or its progexir business which could prevent or
interfere with the consummation of the transactiomstemplated by this Agreement.

7.5 Disclosure. No representation or warranty is fkgreement, nor any statement, certificate, saleedr exhibit furnished or to be furnished
by or on behalf of Purchaser pursuant to this A, nor any document or certificate delivere&edler pursuant to this Agreement or in
connection with actions contemplated herein, costar shall contain any untrue statement of a risdtiict.

SECTION 8. CONDITIONS TO PURCHASER'S OBLIGATIONS.

The obligation of Purchaser to complete the traisas contemplated herein shall be subject tofsatisn of the following conditions on or
before the Closing Date, each of which may be whhlwe Purchaser in a written document signed by laser specifically identifying the
condition waived. Seller agrees to use its bestreffto see that all of such conditions are satisfi

8.1 Representations and Warranties. The repregergatnd warranties of Seller set forth hereinldhambccurate in all material respects or
Closing Date, and Seller shall have duly performkdbligations undertaken by or imposed upon refre

8.2 Litigation. No action, claim or proceeding slelve been made or instituted, or to the knowlenfgeeller, threatened, and no order,
decree or judgment of any court, agency, commissiauthority shall be subsisting, questioning\hkdity of this Agreement or seeking to
restrain the consummation thereof, which in thenigmi of counsel for any of the parties affected vahder it impossible or inadvisable to
consummate the transaction provided for in thisegrent.

8.3 Monitor's Estoppel Certificate, Certificate@bod Standing Purchaser has received: (a) theekdguted estoppel certificate of Monitor
with regard to the matters set forth in paragrajghléhereof; and (b) a long form Certificate of @d&tanding of the Company issued by the
New York Department of Stat

8.4 Opinion of Counsel. Purchaser shall have reckan opinion of Seller's counsel, dated as o€fbsing Date, which may rely upon
opinions of special counsel and upon the representaof Seller and shall provide that:

8.4.1 Company is a corporation duly organized atistiag and in good standing under the laws ofStete of New York and has no
subsidiaries;

8.4.2 Counsel knows of no pending litigation to e¥hEeller or Company is a party or any threateitigghfion against any of them other than
as disclosed in this Agreement;

8.4.3 Seller owns and holds all of the issued andtanding Shares of the Company and has full pewdrauthority to sell, assign, transfer,
convey and deliver to Purchaser the Shares, fréelaar of any liens, charges, encumbrances, cég&riagreements and assessments and to
counsel's knowledge the shares are not subjeciytother restriction with respect to transferapiihd upon the consummation of the
transactions contemplated by this Agreement, Psaghaill receive good and absolute title theree® ffrom all liens, charges, encumbrances,
restrictive agreements, equities and claims whatsge

8.4.4 This Agreement is a valid and binding obigabf Seller, enforceable in accordance withetsits, except as limited by the laws of
general application to the rights and remediegeditors and as limited by principles of equity.

8.5 Satisfaction of Purchaser's Counsel. All tratisas contemplated hereby and the form and substahall legal proceedings and of all
documents used and delivered hereunder, shalldsemably satisfactory to Samuel I. Hendler, Esgr¢ifaser's counsel.

8.6 Transfer Instruments. Seller shall have dedisiéo Purchaser the certificates evidencing theeShahich are the subject hereof,
accompanied by stock powers duly executed for teard the Shares to Purchaser, in form and substaatisfactory to Purchaser's counsel,
as shall be effective to vest in Purchaser goodnaaudketable title, in the Shares free of all liansl encumbrances.

SECTION 9. CONDITIONS TO SELLER'S OBLIGATIONS.

The obligations of Seller to complete the transaxicontemplated by this Agreement shall be sulbgesatisfaction of the following
conditions on or before the Closing Date each dttwmay be waived by Seller in a written documeghed by Seller specifically identifyir
the conditions waived. Purchaser agrees to usesefforts to see that all of such conditionssatésfied.

9.1 Representations and Warranties. The repregargatnd warranties of Purchaser set forth hetifl be accurate in all material respects
and on the Closing Date, and Purchaser shall halyepgrformed all obligations undertaken by it mpiosed upon it herein, including without
limitation, the consent of the Purchaser to thecatien and delivery of the Employment Agreement trelLease



9.2 Litigation. No action, claim or proceeding dlielve been made or instituted, or to the knowleafgbe Purchaser, threatened, and no
order, decree or judgment of any court, agency,neimsion or authority shall be subsisting, questigrthe validity of this Agreement or
seeking to restrain the consummation thereof, wiriche opinion of counsel for any of the partifeeted will render it impossible or
inadvisable to consummate the transaction provideth this Agreement.

9.3 Opinion of Counsel. Seller shall have recei@edpinion of Purchaser's counsel dated as of ibging Date, which shall provide that:
9.3.1 Purchaser is a corporation duly organizeliflysexisting and in good standing under the lafshe State of New York;

9.3.2 All corporate and other proceedings requiodok taken by or on the part of Purchaser to aizth®urchaser to carry out this Agreen
and to make payment as herein provided have daypesperly been taken;

9.3.3 This Agreement is a valid and binding obigaibf Purchaser enforceable in accordance witteitss, except as limited by laws of
general application as to the rights and remedieseglitors and as limited by principles of equiyd

9.3.4 Any action required to be taken under statefaderal securities laws has been properly taktmrespect to the Agreement and the
transactions contemplated thereby; and

9.3.5 None of the transactions contemplated hev#ito Counsel's knowledge be a violation congtitg a default or grounds for revocation
under any provision of any contract, agreemengfare, license or any instrument to which Seltehe Company is a party or by which
Purchaser is bound.

9.4 Satisfaction of Seller's Counsel. All transaiesi contemplated hereby, and the form and substdratelegal proceedings and of all
documents used or delivered hereunder, shall s®nehly satisfactory to Messrs. Meyer, Suozzi, Bhgh Klein, P.C., Seller's counsel.

SECTION 10. FURTHER ASSURANCES.

After the Closing Date, and at any time and frometito time, at the request of Purchaser, Sellérewécute and deliver to Purchaser any and
all further instruments and assurances and takeadll other actions as may be reasonably reggiést Purchaser in order to effectively
transfer and convey to Purchaser all rights contatag to be acquired by it under this AgreementhWlit limiting the generality of the
foregoing, Seller shall;

10.1 Make available to Purchaser such files, rexdristorical sales data and other informationtirgdeto the conduct of the Company as
Purchaser may reasonably request;

10.2 Cooperate with Purchaser at Purchaser's rablsorequest in notifying employees, customerssampliers of the transfer of the
Company to Purchaser;

10.3 Refer all inquiries relating to the Compangeiged after the Closing Date to Purchaser; and

10.4 Afford Purchaser reasonable assistance ioteféean orderly transfer of the Company.

SECTION 11. INDEMNIFICATION.

11.1 Seller's Indemnification of Purchaser. Sellgnrees to indemnify and hold Purchaser harmlesagtgany and all loss, damages, costs and
expenses (including reasonable counsel fees) itumrrespect of:

11.1.1 The breach of any representation, warramtggreement of Seller in this Agreement;

11.1.2 Any and all liabilities and obligations dafl@r and the Company, including any and all takilities, arising from any actions of Seller
with respect to the operation of the Company pdahe Closing Date with the exception of any fakilities accrued and disclosed to
Purchaser by Seller to date; and

11.1.3 Any and all liabilities or obligations arigion or after the Closing Date for claims agaBsiter or the Company based on events
occurring on or before the Closing Date regardiéghe nature of the claim.

11.2 Purchaser's Indemnification of Seller. Purehagrees to indemnify and hold Seller harmlesgagany and all loss, damage, costs and
expenses (including reasonable counsel fees) itumrrespect of:

11.2.1 The breach of any representation, warramtggreement of Purchaser in this Agreement;

11.2.2 Any and all liabilities and obligations bEtCompany which arise subsequent to the Closing &fahe Agreement;

11.2.3 Any and all liabilities or obligations ofetfCompany arising from any actions of Purchasen waspect to the operation of the Comp
after the Closing Date, including any and all tabilities or recapture of taxes resulting fromgithange effected in the basis of the
Company's assets by Purchaser; or (ii) any otherrecof the Purchaser;

11.2.4 Any and all liabilities or obligations arigi after the Closing Date for claims arising fromemts occurring after the Closing Date; and
11.2.5 Any and all obligations of the Company setifin Schedule 11.2.5 herein for which Seller égscuted and given personal guaran

11.3 Notice. Each party seeking indemnity hereustatl give the indemnifying party prompt noticeamfy claim. The indemnifying party
may assume the defense of such action or negatitticsettlement of any such claim. If the indemimify party assumes such defense, the
party seeking indemnification shall have the rigghparticipate therein at its own expense.

SECTION 12. CONDUCT OF BUSINESS PENDING CLOSING.

Pending the Closing Date of the transactions coplaied herein, Seller hereby agrees:

12.1 The business of the Company shall be condwatldin its ordinary course;

12.2 No dividend or other distribution or paymemals be declared or paid with respect to the Comjgashares and that the Company shall
not redeem, purchase or otherwise acquire suckeshar

12.3 No salary or wage increases shall be dectarpdid by the Company except in the usual ancharglicourse of business, consistent with
prior established practice.

12.4 Seller shall not modify, discharge or otheenagter any of the Company's contracts or commitsnexcept as such occur in the ordinary
course of the Company's business;

12.5 The Company shall not enter into any new eatdéror commitments, except contracts in the orgdinaurse of business; and

12.6 Seller or the Company shall make no experafittor any alterations, additions or improvemeatarty of the Company's assets or
property, whether leased or owned, except with fRaser's approval.

SECTION 13. SURVIVAL OF REPRESENTATIONS AND WARRANHS.



All representations and warranties made hereirumyant to this Agreement or in any schedule, axbitagreement executed in connection
herewith shall be deemed material and shall sutvigeclosing hereunder for a period of two (2) gdz@yond the Closing Date.

SECTION 14. BROKERS.

No broker has been employed or engaged by any wétiyrespect to this Agreement and the transastammtemplated hereby. Seller v
indemnify Purchaser and Purchaser will indemnifijeé8evith respect to claims for brokerage commissior fees alleged to be owing, arising
from this Agreement.

SECTION 15. SCHEDULES AND OTHER ITEMS.

All schedules hereto and other items required tprbgided hereunder, shall be provided to the gplaety by the party required to provide
same within two

(2) weeks from the date hereof. the due diligereréop provided for in

Section 16.

SECTION 16. DUE DILIGENCE PERIOD.

Within four (4) weeks from the date hereof (the &lniligence Period"), Purchaser shall have the dppay to examine, review and evalu
the schedules hereto and other items required pydwded to purchaser hereunder. Additionally imyithe Due Diligence Period, Purchaser
shall have the opportunity to evaluate: the Finalscthe Company's customers and the market situfdi the Company's products; the
Company's equipment and inventory, and the Compamy/ironmental liabilities. Additionally, duringisl period the parties shall attempt to
negotiate the Lease and the Employment Agreement.

SECTION 17. TERMINATION

17.1 Grounds for Termination. This Agreement maydsminated at any time prior to Closing:

a) By mutual written consent of Purchaser and 8elle

b) By Purchaser or Seller if the Closing shall nate occurred on or before January 31, 1999;

¢) By Purchaser if there is a material breach gfrapresentation or warranty set forth in Secti@f this Agreement or any covenant or
agreement to be complied with or performed by $ellesuant to the terms of this Agreement or tlileraof a condition set forth in Section
8 to be satisfied (and such condition is not waiwvedriting by Purchaser) on or prior to the Clagibate, or the occurrence of any event
which results or would result in the failure of@ndition set forth in Section 8 to be satisfiedoorprior to the Closing Date; provided,
however,that Purchaser may not terminate this Agese prior to the Closing if Sellers have not hddguate opportunity to cure such failt

d) By Seller if there are any material breacheepfesentation or warranty set forth in Sectiorf this Agreement or of any covenant or
agreement to be complied with or performed by Pasehpursuant to the terms of this Agreement ofdihgre of a condition set forth in
Section 9 to be satisfied (and such condition tswaived in writing by Seller) on or prior to thédSing Date, or the occurrence of any event
which results or would result in the failure of@ndition set forth in Section 9 to be satisfiedoorprior to the Closing Date; provided,
however, that Seller may not terminate this Agrestpeior to the Closing if Purchaser has not ha@@equate opportunity to cure such
failure;

e) By Purchaser if during the Due Diligence Perdrchaser in its sole discretion determines tiebtisiness or affairs of the Company or
the market for its products, or the business outfoo the Company or its products, are not up tcRaser's expectations.

f) By either party if the parties cannot negotigtehe satisfaction of each party the Lease andi@mpent Agreement prior to the Closing.
17.2 Effect of Termination. In the event of terntioa of this Agreement:

a) Each party will redeliver all documents, worlppes and other material of the other party relatinthe transactions contemplated by this
Agreement, whether obtained before or after thewi@n of this Agreement, to the party furnishihg same;

b) The confidentiality provisions of Section 4.2dhe Confidentiality and Non-Disclosure agreenreferred to therein shall continue in full
force and effect.

c) Neither party shall have any liability or furtt@bligation to any other party, except as stateslibsections (a), (b), and (d) of this Section,
and except for any willful breach of this Agreemeanturring prior to the proper termination of tli\greement; and

d) Each party shall pay the fees and expenses ofiih advisors including accountants and attornaysreparing and negotiating this
Agreement.

SECTION 18. MISCELLANEOUS.

18.1 Notices. Any notice required by this Agreensrdll be in writing, and shall be deemed to bg diten when sent by facsimile
transmission, delivered by overnight courier orletacertified mail, return receipt requested, vétbopy sent by first class mail, to the
addresses set forth above or to such other addsesither party shall designate in writing fromeito time or to the fax numbers set forth
herein, as the case may be. All notices to Se{leggman, Windham or Monitor shall be accompanigdbpy to Counsel:

Murray D. Schwartz, Esq.

Meyer, Suozzi, English & Klein, P.C.
1505 Kellum Place

Mineola, New York 11501

Fax #: (516) 741-6706

All notices to Purchaser shall be accompanied Ipy ¢o Counsel:
Samuel I. Hendler, Esq.

1983 Marcus Avenue

Suite 121



Lake Success, New York 11042
Fax #: (516) 616-1852

18.2 Captions. The captions and section headingsrhare for convenience only, and in no way defiimait or describe the scope or intent
thereof, or in any way affect the constructionho$ tAgreement.

18.3 Entire Agreement. This Agreement sets foréhethtire understanding of the parties with resfmetiie subject matter hereof and may not
be amended nor modified except in writing signealbyhe parties hereto.

18.4 Governing Law. This Agreement shall be goveime and interpreted in accordance with the lawthefState of New York.

18.5 Arbitration. Disputes arising out of this Agneent, or the relationships of the parties to edbhbr shall be submitted to the American
Arbitration Association ("AAA") for determinatiomiNassau County, New York, in accordance with thesrand regulations of the AAA. If
Purchaser and Seller fail to agree on the selecfi@am arbitrator or arbitrators from the initigdtlof arbitrators submitted to them by AAA, 1
AAA shall appoint an arbitrator or arbitrators vatit the submission of additional lists to Purchase®eller. The arbitrator or arbitrators st
resolve all submitted matters, and his [or heitheir determination with respect to such matteedldie conclusive, binding and final upon
Purchaser and Seller. Purchaser and Seller stalitheir own costs of arbitration including legaé$. The fees and disbursements of the |
shall be shared equally by Purchaser and Seller.

18.6 Waiver. The failure of any party to insist ngirict performance of any of the provisions d$ thgreement shall not be construed as a
waiver of any subsequent default.

18.7 Non-Exclusive Remedies. No remedy conferredryyprovision hereof shall be exclusive of anyeotfemedy, and each and every
remedy shall be cumulative and in addition to evergedy given hereunder or now or hereafter exjsairaw or in equity. The election of
any one or more remedies by any party shall nostitote a waiver of the right to obtain other azhbié remedies.

18.8 Modification. This Agreement contains the entigreement of the parties and supersedes amyopriontemporaneous negotiations,
understandings or agreements between the partigtenor oral, with respect to the transactionteamplated by this Agreement. This
Agreement may not be changed or terminated otaliymay only be changed by an agreement in wriigged by the party against whom
enforcement of any waiver, change, modificationgesgion, discharge or termination is sought.

18.9 No Rule of Construction. All parties and thespective counsel have read, negotiated anctipatied in the drafting of the language :
terms used in this Agreement. Accordingly, no fleonstruction shall apply to this Agreement whidmstrues any language, whether
ambiguous, unclear or otherwise, in favor of, aaiagt any party by reason of that party's roleraftihg this Agreement.

18.10 Severability. A determination by the arbitratthat a provision or part of any provision détAgreement is invalid or unenforceable
shall not affect the remaining parts or provisiohghis Agreement that shall continue in full foraed effect.

18.11 Benefit and Burden. This Agreement shallibdibhg upon and inure to the benefit of the partiessto and their respective successors
and assigns, but may not be assigned by eithey wétiout the express written consent of the othdrich consent shall not be unreasonably
withheld or delayed.

18.12 Counterparts. This Agreement may be exednteeveral counterparts, each of which shall bergkekan original, but all of which
together will constitute one and the same instrumen

IN WITNESS WHEREOF, the parties hereto have catiseaxecution of this Agreement as of the dateyaad first above written.
SELLER: WINDHAM FAMILY LIMITED PARTNERSHIP

By: Retdeigman, General Partner By:

Peter H. Kliegman
CDC PRODUCTS CORP.

By:
PURCHASER:

ACETO CORPORATION
By:

Exhibit 24
INDEPENDENT AUDITORS' CONSENT

The Board of Directors
Aceto Corporation:

We consent to incorporation by reference in théstegfion statement (No. 33-38679) on Form S-8 cété Corporation of our report dated
August 18, 1999, relating to the consolidated badasheets of Aceto Corporation and subsidiaries dsne 30, 1999 and 1998, and the
related consolidated statements of income, shatet®lequity and cash flows for each of the yeathé three-year period ended June 30,
1999, and the related financial statement schedii&h report appears in the June 30, 1999 anepalrt on Form 10-K of Aceto
Corporation.



/'s/ KPMG LLP

Mel ville, New York
Sept enber 28, 1999

SIGNATURES

Pursuant to the requirements of Section 13 or Bfthe Securities Exchange Act of 1934, the Compgeas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

ACETO CORPORATION

(Company)
ACETO CORPORATION
(Company)
By /S/LEONARD S. SCHWARTZ /' S/ DONALD HOROW TZ
Leonard S. Schwartz Donal d Horowitz
Chai rman, President Secretary/ Treasurer and
and Chi ef Executive O ficer Chi ef Financial Oficer

Dat e: Sept enber 23, 1999

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the Company and in the capacities and on the dalesated.

S| GNATURES TITLE DATE

/' SI LEONARD S. SCHWARTZ Chai rman, President and 9-23-99
Leonard S. Schwartz Chi ef Executive O ficer

/' S/ DONALD HOROW TZ Secretary/ Treasurer, 9-23-99
Donal d Horowitz Chi ef Financial Oficer

/ S/ ANTHONY BALDI Director 9-23-99
Ant hony Bal di

/ SI Rl CHARD AM TRANO Di rector 9-23-99

Ri chard Amitrano

/' SI SAMUJEL |. HENDLER Di rector 9-23-99
Sanmuel |. Hendl er



ACETO CORPORATION AND SUBSIDIARIES

Index to Consolidated Financial Statements

Independent Auditors' Report

Consolidated financial statements:
Consolidated balance sheets as of June 30, 1999%&IConsolidated statements of income for thesyeaded June 30, 1999, 1998 and

1997
Consolidated statements of cash flows for the yeaded June 30, 1999, 1998 and 1997
Consolidated statements of shareholders' equitthioyears ended June 30, 1999, 1998 and 1997 Motessolidated financial statements

Schedules:
Il - Valuation and qualifying accounts

All other schedules are omitted because they aresgaired or the information required is giverthie consolidated financial statements or
notes theretc



INDEPENDENT AUDITORS' REPORT

The Board of Directors
Aceto Corporation:

We have audited the accompanying consolidated balsineets of Aceto Corporation and subsidiaried dane 30, 1999 and 1998, and the
related consolidated statements of income, shatet®lequity, and cash flows for each of the yeatise three-year period ended June 30,
1999. These consolidated financial statementsharestsponsibility of the Company's management.régponsibility is to express an opinion
on these consolidated financial statements basedioaudits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the financial position of Aceto
Corporation and subsidiaries at June 30, 1999 888,1and the results of their operations and ttesh flows for each of the years in the
three-year period ended June 30, 1999 in conforwiity generally accepted accounting principles.

Mel vill e, New York / s/ KPMG LLP
August 18, 1999



ACETO CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
YEARS ENDED JUNE 30, 1999 AND 1998

19
ASSETS
Current assets:
Cash and cash equivalents $3
Short-term investments 7
Receivables:

Trade, less allowance for

doubtful accounts:

1999, $219; 1998, $219 26
Other

27

Inventory 29
Prepaid expenses
Deferred income tax benefit, net 1
Property held for sale

Total current assets 69

Long-term investments 11
Long-term notes receivable

Property and equipment:
Machinery and equipment
Leasehold improvements

Computers 1
Furniture and fixtures
Automobiles
2
Less accumulated depreciation 2
Goodwill, less accumulated amortization 2

(1999, $76, 1998, $0)
Other assets

Total Assets $86

See accompanying notes to consolidated finanasdsients

99

1998

(In thousands)

,991
427

,073
942
,015

,644
240
,188
456
,961

,852
976
639

,085

$9,178
11,862

23,986
1,502
25,488

26,783
233
754
493

74,791

8,025
902

812
599
158
1,569
1,189
380

281

$84,379



1
(In thou

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Drafts and acceptances payable $
Current installments
on long-term liabilities
Accounts payable 2,
Accrued merchandise purchases 9,
Accrued compensation 2,
Accrued environmental remediation 1,
Accrued income taxes
Other accrued expenses 2,
Total current liabilities 20,

Long-term liability, excluding
current installments

Redeemable preferred stock,
$2.50 par value per share;
Authorized 2,000 shares;
issued and outstanding:
300 shares

Shareholders' equity:
Common stock, $.01 par value per share;
Authorized: 1999, 20,000 shares; 1998,
10,000 shares; issued: 1999, 9,001
shares; 1998, 9,001 shares

Capital in excess of par value 57,

Retained earnings 31,
88,

Less:

Cost of common shares held in treasury;

1999, 2,585 shares; 1998, 2,302 shares 24,

Total shareholders' equity 63,
Commitments and contingencies

Total Liabilities and Shareholders' Equity $ 86,

999

1998

sands except par value)

750

125
972
447
569
323
956
360
502

925

750

90
637
224
951
969

982

159

$ 549

250
2,195
10,905
2,549
1,378
716
1,826
20,368

750

90
57,531
26,888
84,509
21,248

63,261

$ 84,379



ACETO CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED JUNE 30, 1999, 1998 AND 1997

1999 1998 1997
(In thousan ds except per share amounts)
Net sales $169,18 9 $182,954 $169,387
Cost of sales 146,45 0 160,645 148,053
Gross profit 22,73 9 22,309 21,334
Selling, general and
administrative expenses 15,32 8 12,816 12,719(1)
Provision for environmental remediation - 800(2)
Operating profit 7,41 1 9,493 7,815
Other income (expense):
Interest expense 1 8) (59) (110)
Interest and other income 2,35 7 2,309 2,496
2,33 9 2,250 2,386
Income before income taxes 9,75 0 11,743 10,201
Income taxes:
Federal:
Current 3,63 4 3,299 3571
Deferred (36 9) 424 (121)
State and local:
Current 45 9 388 544
Deferred 6 5) 75 (21)
3,65 9 4,186 3,973
NET INCOME $6,09 1 $7,557 $6,228(1)(2)

Net income per common share:

Basic $0.9 2 $ 111 $0.83(1)(2)

Diluted 0.9 0 1.08  0.82(1)(2)
Weighted average shares outstanding:

Basic 6,54 3 6,732 7,458

Diluted 6,78 8 6,983 7,625

See accompanying notes to consolidated financsistents.

(1) Includes an after-tax charge of $187($.03/sh&225 pre-tax in final settlement of a compldigtthe U.S. Department of Justice sent to
the Company on February 10, 1995. The complaiagetl violation of the Resource Conservation andiRay Act (RCRA) by a then
wholly owned subsidiary in Waterbury, CT. This sdiery was sold on June 19, 1996.

(2) Includes an after-tax charge of $480($.06/9h&&00 pre-tax to cover a revised estimate forediation of the Company's former
manufacturing site in Carlstadt,



ACETO CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 1999, 1998 AND 1997

19 99 1998 1997
(In thousands)
Operating activities:
Net income $6, 091 $7,557 $6,228
Adjustments to reconcile net income to
net cash provided by operating activities:

Depreciation and amortization 355 192 179
Gain on sale of assets ( 178) - (198)
Provision for doubtful accounts 213 27 80

Changes in assets and liabilities,
net of effect of the purchase of CDC
Products Corp.:

Investments - trading securities ( 258) (774) (437)
Deferred tax benefit ( 434) 499 (142)
Trade accounts receivable (1, 877) 614 32
Other receivables 568  (139) (773)
Inventory (2, 481) 4,427  (1,054)
Prepaid expenses 56 7 (136)
Other assets 12 30 (120)
Drafts & acceptances payable 201  (194) (259)
Accounts payable 501 (1,744) 892
Accrued merchandise purchases (1, 458) (815) 518
Accrued compensation 20  (906) 125
Accrued environmental remediation (55) 9) 597
Accrued income taxes 296 (70) 282
Other accrued expenses 205  (107) (26)
Net cash provided by operating activities 1, 777 8,595 5,788
Investing activities:
Purchases of investments-held-to-maturity (10, 703) (4,732) (6,186)
Proceeds from investments-held-to-maturity 11, 568 6,844 8,728
Issuance of notes receivable ( 159) - (192)
Payments received on notes receivable 85 46 34
Purchases of property and equipment ( 138) (253) (155)
Proceeds from sale of property 183 - 259
Payments for purchase of CDC Products Corp. (2, 111) - -
Net cash provided by (used in)
investing activities (1, 275) 1,905 2,488
Financing activities:
Payments of debt ( 250) (500) (500)
Proceeds from exercise of stock options 137 433 138
Payments for purchases of treasury stock (4, 252) (3,649) (7,357)
Proceeds from issuance of treasury stock
to employees 431 - -
Payments of cash dividends (1, 755) (1,748) (1,795)
Net cash used in financing activities (5, 689) (5,464) (9,514)
Net increase (decrease) in cash and
cash equivalents (5, 187) 5,036  (1,238)
Cash and cash equivalents at beginning of year 9, 178 4,142 5,380
Cash and cash equivalents at end of year $3, 991 $9,178  $4,142

See accompanying notes to consolidated financitéstents



ACETO CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS)
(UNADJUSTED FOR STOCK SPLIT PAID IN APRIL 1998)

Capital in Common
Common Excess of Re tained Stock Held in
STOCK ISSUED PAR VALUE EA RNINGS TREASURY  TOTAL
BALANCE AT JUNE 30, 1996 $ 60 $57,387 $ 16,646 $(10,932) $63,161
Net income - - 6,228 - 6,228
Cash dividends:
Common stock
($0.36 per share) - - ( 1,725) - (1,725)
Preferred stock - - (70) - (70)
Exercise of stock options
(19 shares) - (46) - 203 157
Federal income tax benefit
from 1980 stock option plan - 40 - - 40
Purchase of treasury stock
(552 SHARES) - - - (7,357) (7,357)
BALANCE AT JUNE 30, 1997 60 57,381 21,079 (18,086) 60,434
Net income - - 7,557 - 7,557
Stock split - 3 for 2 30 (30) - - -

Cash dividends:
Common stock ($0.31

per share) - - ( 1,678) - (1,678)

Preferred stock - - (70) - (70)
Exercise of stock options

(47 shares) - 24 - 487 511
Federal income tax benefit
from 1980 stock option plan - 156 - - 156
Purchase of treasury stock

(250,000 SHARES) - - - (3,649) (3,649)
BALANCE AT JUNE 30, 1998 90 57,531 26,888 (21,248) 63,261
Net income - - 6,091 - 6,091

Stock distribution to
employees (33 shares) - 117 - 312 429

Cash dividends:
Common stock ($0.26

per share) - - (1,685) - (1,685)
Preferred stock - - (70) - (70)
Exercise of stock options
(23 shares) - (60) - 219 159
Federal income tax benefit
from 1980 stock option plan - 49 - - 49
Purchase of treasury stock
(339 SHARES) - - - (4,252) (4,252)
BALANCE AT JUNE 30, 1999 $ 90 $57,637 $ 31,224 $(24,969) $63,982

See accompanying notes to consolidated financitéstents



ACETO CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 1999, 1998 AND 1997

(IN THOUSANDS EXCEPT PER SHARE AMOUNTS)
(1) DESCRIPTION OF BUSINESS

Aceto Corporation and subsidiaries (the Companpyiisarily engaged in the marketing of fine andustlial chemicals used principally in
the agricultural, color producing, pharmaceuticad aurface coating industries. Most of the chersidétributed by the Company are
purchased abroad mainly for sale throughout theéddrStates; to a minor extent, some chemicalscddeadproad.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION
The consolidated financial statements include ithential statements of the Company and its wholiyred subsidiaries. All significant
intercompany balances and transactions are eligdriatconsolidation.

USE OF ESTIMATES

The preparation of financial statements in confoymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and the disclosure of ogreint assets and liabilities at the date of the
financial statements and the reported amountsveimees and expenses during the reported periodaAetsults could differ from those
estimates.

CASH EQUIVALENTS
The Company considers all highly liquid debt instants with original maturities of three monthsesd to be cash equivalents. There we
cash equivalents at June 30, 1999 and $1,000 at3yrl998.

INVESTMENTS

The Company classifies investments in marketaldarg@es as trading, available-for-sale or held+taturity at the time of purchase and
periodically re-evaluates such classifications.réhgere no securities classified as available-éde-as of June 30, 1999 and 1998. Trading
securities are carried at fair value, with unreadiholding gains and losses included in earning&d-tb-maturity securities are recorded at
cost and are adjusted for the amortization or giceref premiums or discounts over the life of teéated security. In determining realized
gains and losses, the cost of securities soldssdan the specific identification method. Intesrsd dividends on the investments are accruec
at the balance sheet date.

INVENTORY
Inventory consists primarily of finished goods asdtated at the lower of cost (principally on adfic identification basis) or market (net
realizable value).

ENVIRONMENTAL REMEDIATION
The Company accrues for losses associated witli@maental remediation obligations when such lossegrobable and can be reasonably
estimated. Such accruals are adjusted as furtf@mation develops or circumstances change.

STOCK OPTIONS

Prior to July 1, 1996 the Company accounted fostidgk option plan in accordance with the provisioh Accounting Principles Board (APB)
Opinion No. 25, "Accounting for Stock Issued to Hayees", and related interpretations. As such, amagtion expense recorded on the date
of vesting only if and to the extent that the magkiéce of the underlying stock at date of granteeded the exercise price. On July 1, 1996,
the Company adopted Statement of Financial Accogrtandards (SFAS) No. 123, "Accounting for StBelsed Compensation”, which
permits entities to recognize as expense overdl#ng period the fair value of all stock-basedmsan the date of grant. Alternatively,
SFAS 123 also allows entities to continue to apipé/provisions of APB 25 and provide pro formainebme and pro forma earnings per
share disclosures for employee stock option granifthe fair-value-based method defined in SF2S Had been applied. The Company has
elected to continue to apply the provisions of ABBand provide the pro forma disclosure provisiohSFAS 123.

COMMON STOCK
On December 10, 1998, the shareholders approvenpagal to amend the Company's Certificate of Iporation to increase the number of
authorized shares of common stock from 10,000 160D

On March 18, 1998, the Board of Directors authatiaghree-for-two stock split effected in the foofra stock dividend, which was payable
April 13, 1998, to shareholders of record on Ma36h1998. In accounting for the stock split, an anteequal to the par value of the common
shares issued was transferred from capital in exaegar value to common stock. This transfer veflected on the consolidated balance <
as of June 30, 1998. Par value remained unchange@laper share. Unless otherwise noted, refesetacghares, share prices and per share
amounts have been adjusted retroactively to refitecstock split



NET INCOME PER COMMON SHARE

Effective December 31, 1997, the Company adoptelSSE28, "Earnings Per Share". In accordance wigirélguirements of SFAS 128, net
income per common share amounts (basic EPS) werputed by dividing net income after deducting pmefe stock dividends on the
Company's $2.50 cumulative redeemable preferredk $tp the weighted average number of common sharessanding and excluded any
potential dilution. Net income per common share anm®, assuming dilution (diluted EPS), were comghtig reflecting potential dilution

from the exercise of stock options and conversigoreferred stock. Income per share amounts fqueaiods presented have been restated to
conform with the provisions of SFAS 128.

INCOME TAXES

Income taxes are accounted for under the assdiadnility method. Deferred tax assets and liakahtiare recognized for the future tax
consequences attributable to differences betweefirthncial statement carrying amounts of existingets and liabilities and their respective
tax bases. Deferred tax assets and liabilitiesrer@sured using enacted tax rates expected to &pfalyable income in the years in which
those differences are expected to be recovereetided The effect on deferred tax assets andiliakiof a change in tax rates is recognized
in income in the period that includes the enactnoleit.

PROPERTY HELD FOR SALE
Property held for sale, which includes land anddigs, is stated at cost. Impairment, if any gsagnized if the estimated fair value less
costs to sell is lower than the carrying value.

PROPERTY AND EQUIPMENT
Property and equipment are stated at cost andepreciated using sum-of-the- years and decliningrca methods. The estimated useful
lives range from three to ten years.

GOODWILL

Goodwill is amortized on a straight-line basis oadwenty-year period. The recoverability of gooltlisi assessed by determining whether the
amortization over its remaining life can be recegkethrough undiscounted future operating cash floftbe acquired operation. The amount
of impairment, if any, is measured based on prepdiscounted future operating cash flows usingeodint rate reflecting the Company's
average cost of funds. The assessment of the nextoiliy of the excess cost over fair value of &ssequired will be impacted if estimated
future operating cash flows are not achieved.

IMPAIRMENT OF LONG-LIVED ASSETS AND LONG-LIVED ASSES TO BE DISPOSED OF Long-lived assets and certntifiable
intangibles are reviewed for impairment whenevemgs or changes in circumstances indicate thatdhging amount of an asset may not be
recoverable. Recoverability of assets to be hettused is measured by a comparison of the cargyimgunt of an asset to future net cash
flows expected to be generated by the asset. If assets are considered to be impaired, the impairto be recognized is measured by the
amount by which the carrying amount of the asseteed the fair value of the assets. Assets tospoded of are reported at the lower of the
carrying amount or fair value less costs to sell.

DERIVATIVE FINANCIAL INSTRUMENTS

The Company purchases inventory in several foreigrencies and, as a result, is subject to foreigrency fluctuations. To minimize the
effects, the Company enters into future foreigrhexge contracts. The Company, as a policy, doesniet into these contracts for trading
purposes. The contracts are entered into as hedgasentory purchase commitments. Gains and losadsture foreign exchange contracts
are reported as a component of the underlying aictios.

In June 1999, the Financial Accounting Standardsr8¢FASB) issued SFAS 137, "Accounting for Deriwvatnstruments and Hedging
Activities - Deferral of the Effective Date of FASB Statememat N33." SFAS 137 amends SFAS 133, "Accountindferivative Instrument
and Hedging Activities," which was issued in JuB88 SFAS 137 defers the effective date of SFASt®38l fiscal quarters of fiscal years
beginning after June 15, 2000. Earlier applicattopermitted. SFAS 133 establishes accounting epdrting standards for derivative
instruments, including certain derivative instruise@mbedded in other contracts and for hedgingities. It requires that an entity recognize
all derivatives as either assets or liabilitieshie statement of financial position and measureselinstruments at fair value. While
management has not determined the impact of thestevdard, it is not expected to be material.

COMPREHENSIVE INCOME

The Company adopted the provisions of SFAS 130ptiRang Comprehensive Income", effective July 198.9This Statement requires that
all items recognized under accounting standard®amponents of comprehensive income be reported anaual financial statement that is
displayed with the same prominence as other arfmaadcial statements. Other comprehensive incomginwude foreign currency
translation adjustments, minimum pension liabiéitljustments, and unrealized gains and losses dretahte securities classified as
available-for-sale. The Company has no items ofotomprehensive income, therefore there is nemiffce between the Company's
comprehensive income and net income.

RECLASSIFICATIONS
Certain reclassifications have been made to th8 488 1997 consolidated financial statements téoconto the 1999 presentation.

(3) BUSINESS ACQUISITION On November 24, 1998 thengpany purchased all the capital stock of CDC PetsdGorp. (CDC) for a
purchase price of $3,161. Of the purchase pricd, 142was paid at closing and the balance of $1i®56heduled to be paid in equal
installments of $125 in January 2000, 2001 and 20@P$225 in August 2000, 2001 and 2002. The patsrterbe made in August 20C



2001 and 2002 are subject to downward adjustmeiieievent certain earnings, as defined in thelfas®e agreement, are not achieved. In the
event the August payments are adjusted downwaild atjostments will be recorded as reductions talgdb

The acquisition was accounted for as a purchasgaacdrdingly, the cost of the acquisition wascadted to the net assets acquired, based
upon their estimated fair values. The excess df@eey the fair value of net assets acquired anealitd $2,590 and is being treated as
goodwill. Amortization of goodwill amounted to $7& the year ended June 30, 1999. The assets adqonsisted primarily of inventory,
accounts receivable and fixed assets. The redutigavations of CDC have been included in the aqmamging consolidated statements of
income from the date of acquisition. Proforma rissaf operations were not provided as their effecthe consolidated results of operations
were not material.

In connection with the acquisition the Company srdento a non-competition agreement, which valas estimated to be $75. The non-
competition agreement is being amortized on agditdine basis over three years.

(4) INVESTMENTS A summary of trading securitiesassified as short-term, follows:

JUNE 30, 1999 JUNE 30, 1998

Cost Cost
FAIR VALUE BASIS FAIR VALUE BASIS
U.S. Treasury securities $2,731 $2,705 $2,874 $2,800
Corporate securities 1,602 1,153 1,201 817

The change in the net unrealized holding gainsésfson trading securities was $17, $103 and $@1he years ended June 30, 1999, 1998
and 1997, respectively.

A summary of held-to-maturity securities as of J801999 and 1998 follows:

JUNE 30, 1999

Gross Gross
Amortized  Unreali zed Unrealized Fair
COST OR COST GAINS LOSSES VALUE
Held-to-maturity securities:
Short-term investments:
Corporate securities $2,014 $ 5 $- $2,019
U.S. treasury securities 999 2 - 1,001
Municipal obligations 81 - - 81
Long-term investments:
Corporate securities 10,630 - 71 10,559
U.S. treasury securities 1,000 6 - 1,006
Municipal obligations 222 - 2 220
JUNE 3 0, 1998
Gross Gross
Amortized Unrealiz ed Unrealized Fair
COST OR COST GAINS LOSSES VALUE
Held-to-maturity securities:
Short-term investments:
Corporate securities $7,280 $18 $- $7,298
Municipal obligations 507 - 4 503
Long-term investments:
Corporate securities 6,029 41 - 6,070

U.S. treasury securities 1,996 18 - 2,014
The contractual maturities on the long-term invesita range between one and three years.

(5) NOTES RECEIVABLE The Company currently holdgefinotes receivable with outstanding balances gggjrey $1,062 and $948 at Jt
30, 1999 and 1998, respectively, which have arfisen sales of property. The notes are either selchyea first mortgage on the real property
sold or collateralized by a security interest ia #sset sold. The notes range in length from sevementy-five years and pay interest at either
a fixed or variable rate. The fixed rates on thretes are 8.00%, 9.25% and 9.50%. The variable matdhe other two notes, which are based
on either 1% or 2.5% over prime, were 9.00% an80%. at June 30, 1999 and 9.50% and 11.00% at Jyrk998. Included in current
asssets are notes receivable due within one yiding$86 and $46 at June 30, 1999 and 1998, ctsph.

(6) ENVIRONMENTAL REMEDIATION During fiscal 1993 th Company announced the closing of its manufagjsubsidiary located i



Carlstadt, New Jersey. At the same time an envisstiahl consultant was engaged by the Company tordiete the extent of contamination
on the site and develop a plan of remediation. @asethe initial estimates from the consultanghility was established in fiscal 1993 for
$1,500.

During fiscal 1997 after additional testing was @bated, the Company received a revised estimate fhe consultant. As a result, the
Company recorded an additional liability of $80@€eTremaining liability was $1,300 and $1,400 ate]&@, 1999 and 1998, respectively. The
Company believes it is possible that such amourytmad be sufficient to cover future environmentahediation but does not believe there
will be a material adverse effect on the finanpiasition or liquidity of the Company. However, dag&g on the amount and timing of any
required remediation over and above the liabilgitablished, it is possible that the Company's &ugarnings could be materially affected in a
particular reporting period. Other than the aforetiomed remediation, the Company is not aware gfraaterial environmental liabilities.

(7) FINANCING ARRANGEMENTS At June 30, 1999 and B8e Company had available two lines of credihiiihancial institutions
totaling $15,000. The Company maintains compengdtalances under informal arrangements. There m@short-term loans outstanding
under the lines of credit at any time during the¢hyear period ended June 30, 1999. The linesedftcan be withdrawn by the financial
institutions at any time.

(8) NET INCOME PER COMMON SHARE A reconciliation taeeen the numerators and denominators of the lbasidiluted income per
share computation for net income follows:

1999 1998 1997

Net income $ 6,091 $ 7557 $6,228
Preferred stock dividends (70) (70) (70)
Net income available for common

shareholders 6,021 7,487 6,158
Weighted average common shares 6,543 6,732 7,458
Effect of dilutive securities:

Stock options 106 112 28

Convertible preferred stock 139 139 139

Weighted average common and
potential common shares

outstanding 6,788 6,983 7,625
Basic income per share $ 0.92 $111 $0.83
Diluted income per share 0.90 1.08 0.82

Employee stock options of 232, 280 and 280 forsémond, third and fourth quarters, respectivelfisofl 1999 were not included in the net
income per share calculation because their effecidvhave been anti-dilutive. For fiscal years 1888 1997, all employee stock options
were included.

(9) REDEEMABLE PREFERRED STOCK The Company has @ @0thorized shares of redeemable preferred stidbkanpar value of $2.50
per share. The stock is redeemable at the optieittdr the holder or issuer at par. All of thesbamding preferred stock is held by the Aceto
Corporation Profit Sharing Plan. Redeemable prefestock outstanding at both June 30, 1999 and ¢88@8isted of the following:

SHARES PAR VALUE

Third series 100  $250

Fourth series 40 100

Fifth series 40 100

Sixth series 40 100

Seventh series 40 100

Eighth series 40 100
300 $750

The third, fourth, fifth, sixth, seventh and eiglstéries of preferred stock are convertible begigoin the date of issue into the Company's
common stock at ratios of 6.4, 6.4, 5.1, 6.0, 6@ 4.2 shares of preferred stock to 1 share of comstock, respectively, subject to
antidilution provisions. The third and sixth senes/ 10%, the fourth and fifth series pay 8%, theesth series pays 9.5% and the eighth
series pays 9% annual cumulative cash dividendsaoralue. All series have voting rights. In thertvof liquidation of the Company, all
series share ratably in the remaining proceeds.

(10) STOCK BASED COMPENSATION PLANS In December 89¢the Company adopted the Aceto Corporation 1998i0us Equity
Award Plan (1998 Plan). In accordance with the 1B@# the Company's Board of Directors may grartoup00 shares of common stock in
the form of stock options or restricted stock figible participants. The exercise price per shdetermined by the Board, for options granted
cannot be less than the fair market value of theksbn the date of grant. The options vest as ohétexd by the Board and expire no later than
ten years from the date of grant. Restricted stoal be granted to an eligible participant in lidagortion of any annual cash bonus earned
by such participant. Such award may have a prenmiushares greater than the portion of bonus paidstricted stock. The award vests
ratably over a period of years as determined byBiberd. The premium vests when the award is fuligted, provided that the participant is in
the employ of the Company when vesting occurs.ueJ30, 1999, under the 1998 Plan, 267 sharesnofom stock were available for grant
as either options or restricted stock. Under theseof the Company's 1980 Stock Option Plan (1988)Poptions may be issued to offici



and key employees. The exercise price per sharbegneater or less than the market value of theksin the date of grant. The options vest
either immediately or over a period of years anpirexno later than five or ten years from the dhaty are fully vested. At June 30, 1999 and
1998, under the 1980 Plan, options to purchasesBags of common stock were available for grang. Bbard does not intend to issue
additional options from this Plan.

The following tabulations summarize the sharesoofimon stock under option for both plans at Junel909, 1998 and 1997, and the acti
with respect to options for the respective yeaes thnded.

Shares Weighted Average

subjectto exercis e price

OPTION PER S HARE
Balance at June 30, 1996 343 $7. 08
Granted 225 8. 93
Exercised (29) 4. 86
FORFEITED 12) 7. 99
Balance at June 30, 1997 527 $7. 96
Granted 81 10. 00
Exercised (66) 6. 54
FORFEITED - -
Balance at June 30, 1998 542 $8. 44
Granted 211 12. 50
Exercised (23) 5. 84
FORFEITED 12) 12. 52
Balance at June 30, 1999 718 $09. 65

Options exercisable at June 30, 1999, 1998 and W@9& 283, 245 and 228, respectively. At June 9091 outstanding options had expira
dates ranging from December 31, 1999 to Decemhe2(BI5.

Under the 1980 Plan, during the period options brexexercisable, compensation is charged to opasatar the excess of fair market value
over the option price at the date of grant. Sucrgéds to operations were $108, $121 and $121dalfl999, 1998 and 1997, respectively.
Under the 1998 Plan, compensation is recordechtowvalue of restricted stock granted. During 19832bwas charged to operations for gr
of restricted stock.

The per share weighted average fair value of stptions granted during 1999, 1998 and 1997 was0$3$4.07 and $2.81, respectively, on
the date of the grant using the Black-Scholes appidcing model with the following weighted averaggsumptions:

Ris k-free

Date of Expected Expected int erest Dividend

GRANT  VOLATILITY(%) LIFE(YEARS) RA TE(%) YIELD(%)
1999

12/10/99 20 7.5 453 2.08
1998

1/26/98 20 5.0 6.22 190

1/26/98 20 16.5 6.25 1.90
1997

1/24/97 20 5.0 6.19 2.62

6/05/97 20 13.4 6.52 2.67

The Company applies APB 25 in accounting for it&ktoption grants and, accordingly, no compensatast has been recognized in the
financial statements for its stock options whickidhan exercise price equal to or greater thandinerélue of the stock on the date of the
grant. Had the Company determined compensationbesstd on the fair value at the grant date fastidsk options under SFAS 123, the

Company's net income and income per share would begn reduced to the pro forma amounts indicatkmb

1999 1998 1997

Net income:

As reported $6,091 $7,557 $6,228

Pro forma 5,808 7,281 5,983
Income per share-basic:

As reported $0.92 $1.11 $0.83

Pro forma 0.88 1.07 0.79
Income per share-diluted:

As reported $0.90 $1.08 $0.82

Pro forma 0.86 1.04 0.79

Pro forma net income reflects only options grarteginning in fiscal 1996. Therefore, the full impa€ calculating compensation costs for
stock options under SFAS 123 is not reflected enpito forma net income amounts presented aboveibec@mpensation costs are reflected
over the options' vesting period and compensatish for options granted prior to July 1, 1995 i$ cansidered



Summarized information about stock options outstamend exercisable at June 30, 1999 was as fallows

Outstanding Exercisa ble
Exercise Number of Average Average Number of Average
PRICE RANGE SHARES LIFE(1) PRICE(2) SHARE S PRICE(2)
$4-8 203 32 $750 163 $7.43
8-12 295 11.3 8.98 100 8.94
12-14 220 8.9 1254 20 12.92

(1) Weighted average contractual life remainingyears.
(2) Weighted average exercise price.

(11) INTEREST AND OTHER INCOME Interest and othecome earned during the fiscal years ended Jun9389, 1998 and 1997 were
comprised of the following:

1999 19 98 1997
Dividends $ 142 $1 40 $ 19
Interest 1,375 1,3 14 1,595
Net gain on investments 62 1 14 105
Net gain on sale of assets 16 - 198
Royalty income 539 4 27 248
Miscellaneous 223 3 14 331
$2,357 $2,3 09 $2,496

(12) INCOME TAXES The tax effects of temporary difénces that give rise to the deferred tax assetfiabilities at June 30, 1999 and
1998 are presented below:

1999 1998
Deferred tax assets:
Accrued environmental remediation
liabilities not currently
deductible $ 529 $ 551
Accrued retirement plan 361 -
Accrued compensation 197 314
Additional costs inventoried for
tax purposes pursuant to the
Tax Reform Act of 1986 188 125
Allowance for doubtful accounts
receivable 88 88
Differences in depreciation of
property and equipment 14 31
Total gross deferred tax assets 1,377 1,109
Deferred tax liabilities:
Accounts receivable 475 election - 172
Other 189 183
Total gross deferred tax liabilities: 189 355
Net deferred tax assets $1,188 $ 754

In assessing the realizability of deferred tax ssspanagement considers whether it is more likedy not that some portion or all of the
deferred tax assets will not be realized. The altenrealization of deferred tax assets is depengwont the generation of future taxable
income during the periods in which those tempodiifigrences become deductible. Management consillerscheduled reversal of deferred
tax liabilities, projected future taxable incomaddax planning strategies in making this assestrirenrder to fully realize the deferred tax
asset, the Company will need to generate futurabf@xncome of approximately $3,400. Taxable incdonehe years ended June 30, 1999
and 1998 was approximately $9,600 and $10,900entisely.

Based upon the level of historical taxable income projections for taxable income over the perietigch the deferred tax assets are
deductible, management believes it is more likegntnot the Company will realize the benefits elsthdeductible differences.

Reconciliation of the statutory Federal incomerte and the effective tax rate for the fiscal gearded June 30, 1999, 1998 and 1997
follows:

1999 1998 1997
Federal statutory tax rate  34.0% 34.0% 34.0%
State and local taxes, net
of Federal income tax
benefit 2.7 3.0 34



Other 0.8 (1.4) 15
Effective tax rate 37.5% 35.6% 38.9%

(13) SUPPLEMENTAL CASH FLOW INFORMATION Cash paidrfinterest and income taxes during the years edded 30, 1999, 1998
and 1997 was as follows:

1999 1998 1997
Interest $ 18 $ 59 $ 110
Income taxes 3,841 3,759 5,024

In connection with the acquisition of CDC, the Canp recorded $1,050 of amounts due the previougpas a liability.

In January 1997, the Company received a note iauheunt of $206, and in July 1998, the Companyivedea note in the amount of $170 in
connection with the sale of buildings and land.

(14) RETIREMENT PLANS The Company has retiremeninglin which employees are eligible to participatee Company's annual
contribution per employee, which is at managemeligaretion, is based on a percentage of compemspéiid. The Company's provisions for
contributions amounted to $725, $607 and $607sicafi 1999, 1998 and 1997, respectively.

(15) SEGMENT INFORMATION The Company has five rejadte segments which are organized by productAgtdchemicals, whose
products include herbicides, fungicides and insat#s, as well as a sprout inhibitor for potat¢2s)ndustrial Chemicals, whose products
include a variety of specialty chemicals used inemives, coatings, food, fragrance, cosmetics aatyrather areas, (3) Organic Intermedi
and Colorants, whose products include dye and pigineermediates used in the color-producing indestike textiles, inks, paper and
coatings, as well as intermediates used in prodouaf agrochemicals, (4) Pharmaceutical Biochersiaald Nutritionals products, which
include the active ingredients for generic pharmécels, vitamins and nutritional supplements, és)dPharmaceutical Intermediates and
Custom Manufacturing products, used in preparaifgsharmaceuticals, primarily by major ethical dammpanies. The Company does not
allocate assets by segment as they are not protadidé chief operating decision maker. The Compsy does not have any significant
assets outside the United States. The Companyatealperformance of the segments based on grdits fedes to customers located in
foreign countries, primarily Canada, Mexico, Bra&ifgentina, United Kingdom and Germany, totale8,800, $23,400 and $20,000 for the
years ended June 30, 1999, 1998 and 1997, resglgctdne customer of the Pharmaceutical Intermediahd Custom Manufacturil
Segment accounted for 16% and 15% of net salésdalf1999 and 1998, respectively. No customeraueal for as much as 10% of net
sales in fiscal 1997. Summarized financial inforimrafor each of the segments for years ended 18838 and 1997 follow:



Indust- Organic  Pharma-

trial  Inter- ceutical Pharma-
Agro- Chem- mediates Bio- ceutical
Chemicals icals & Colorants chemicals & Inter-
Nutritiona Is mediates
& Custom

Mfging. Other Totals

1999

Net

sales $10,377 44,722 38,946 28,272 44,255 2,617 $169,189
Gross

Profit $ 3,740 7,703 5,397 4,769 3,331 1,354 $26,294
Unallocated

cost of sales(1) 3,555

Net gross

profit $22,739

1998
Net
sales $14,588 44,940 53,002 31,724 38,342 358 $182,954
Gross
Profit$ 3,746 8,023 6,813 4,970 2,961 21 $26,534

Unallocated

cost of sales(1) 4,225
Net gross

profit $ 22,309

1997
Net
sales $17,239 44,762 48,690 36,619 21,744 333 $169,387
Gross
Profit $ 3,330 7,087 6,304 5,358 2,497 267 $24,843

Unallocated

cost of sales(1) 3,509
Net gross

profit $21,334

(1) Represents freight and storage costs thatarallocated to a segmel



(16) FINANCIAL INSTRUMENTS

DERIVATIVE FINANCIAL INSTRUMENTS

At June 30, 1999 and 1998 the Company had futusdgio exchange contracts in the amount of $6,1@0$410,800, respectively. The
contracts have varying maturities extending to Eafyr 2000. At June 30, 1999 and 1998 the Compadyhbahedged open purchase
commitments of approximately $600 and $1,300, retsgaly. For fiscal 1999, 1998 and 1997, gains ksdes on foreign currency
transactions, including terminated hedges thatmeduprior to the transaction date, were not

material.

The Company is exposed to credit losses in thetefaron-performance by the financial institutiong)o are the counter parties, on its future
foreign currency contracts. The Company anticipates/ever, that the financial institutions will Bble to fully satisfy their obligations under
the contracts. The Company does not obtain codlbtersupport financial instruments, but monitdrs tredit standing of the financial
institution.

OFF-BALANCE SHEET RISK

Commercial letters of credit are issued by the Camypduring the ordinary course of business thrangjor domestic banks as requested by

certain suppliers. The Company had open lettecseafit of approximately $5,700 and $5,000, as okJ80, 1999 and 1998, respectively. The
terms of these letters of credit are all less thaam year. No material loss is anticipated due toperformance by the counter parties to these
agreements.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying values of all financial instrumentasdified as a current asset or current liabilisydgemed to approximate fair value because of
the short maturity of these instruments. The falug of foreign currency contracts (used for heggiarposes) was estimated by obtaining
guotes from brokers and the difference betweeffidihealue and contract value was not material. difference between the fair value of
long-term financial instruments and their carryiredue at both June 30, 1999 and 1998 was not mht&he fair value of the Company's
long-term debt and notes receivable was based cpwent rates offered for similar financial instremnts to the Company.

BUSINESS AND CREDIT CONCENTRATION

Financial instruments, which potentially subjea@ ompany to concentrations of credit risk, cormistcipally of trade receivables. The
Company's customers are dispersed across manytriediend are located primarily in the United Stathe Company estimates an
allowance for doubtful accounts based upon theitevedhiness of its customers as well as generahemic conditions. Consequently, an
adverse change in those factors could affect thepgany's estimate of this allowance. The Compargy @dicy does not require collateral
from its customers, however it maintains creditimasice covering certain non-United States recedsl#t June 30, 1999, three customers
accounted for 18% and, at June 30, 1998, four mmt® accounted for 33% of net accounts receivable.

One of the Company's products accounted for 158wafnues in fiscal 1999 and 1998; no product adeaufor as much as 10% of revenues
in fiscal 1997. One of the Company's suppliers anted for 29%, 25% and 22% of total purchasessitafi 1999, 1998 and 1997,
respectively.

(17) COMMITMENTS AND CONTINGENCIES A subsidiary dfie Company markets certain agricultural chemiadieh are subject to the
Federal Insecticide, Fungicide and Rodenticide (RtERA). FIFRA requires that test data be provittethe Environmental Protection
Agency (EPA) to register, obtain and maintain apptblabels for pesticide products. The EPA requinasfollow-on registrants of these
products compensate the initial registrant forabst of producing the necessary test data on a pesscribed in the FIFRA regulations.
Follow-on registrants do not themselves generatmoiract for the data. However, when FIFRA requiats mandate the generation of new
test data to enable all registrants to continueketarg a pesticide product, often both the iniéiatl follow-on registrants establish a task force
to jointly undertake the testing effort. The Comp@npresently a member of two such task force ggofhe Company estimates the cost of
test data at the time it is first required, whichimates are amortized over a period of up to ywars, updated annually, and are included in
cost of sales.

The Company and its subsidiaries are subject towsiclaims which have arisen in the normal coofdausiness. The impact of the final
resolution of these matters on the Company's esiilbperations or liquidity in a particular repog period is not known. Management is of
the opinion, however, that the ultimate outcomsuwfh matters will not have a material adverse effpon the Company's financial condition
or liquidity.

The Company currently leases an office facility @nan operating lease expiring April 2001. In addit a subsidiary leases a manufacturing
facility. The lease has a remaining life of onery@d June 30, 1999, future minimum lease paymantie aggregate and for each of the five
succeeding years are as follows:

Fiscal year

ending

JUNE 30 AMOUNT
2000 $ 727
2001 422

2002 -

2003



2004 -
$1,149

Total rental expense amounted to approximately $$380 and $490 for fiscal 1999, 1998 and 199 heaetively.



Schedule Il
ACETO CORPORATION AND SUBSIDIARIES
VALUATION AND QUALIFYING ACCOUNTS

Years ended June 30, 1999, 1998 and 1997

Balance at Charged to Balance
beginning costs and Deduc- at end
DESCRIPTION OF YEAR EXPENSES TIONS OF YEAR

Year ended June 30, 1999:
Allowance for doubtful
accounts $219,366 212,808 212,808(a) $ 219,366

Year ended June 30, 1998:
Allowance for doubtful
accounts $219,366 26,857 26,857(a) $ 219,366

Year ended June 30, 1997:

Allowance for doubtful
accounts $ 207,366 80,379 68,379(a) $ 219,366

(a) Specific accounts written off as uncollectit



ARTICLE 5
MULTIPLIER: 100C

PERIOD TYPE 12 MO¢S
FISCAL YEAR END JUN 30 199
PERIOD END JUN 30 199
CASH 3,991
SECURITIES 7,42
RECEIVABLES 26,29:
ALLOWANCES 21¢
INVENTORY 29,64
CURRENT ASSET¢ 69,96
PP&E 2,78
DEPRECIATION 2,23¢
TOTAL ASSETS 86,15¢
CURRENT LIABILITIES 20,50:
BONDS 0
COMMON 90
PREFERRED MANDATORY 0
PREFERREL 75C
OTHER SE 63,89:
TOTAL LIABILITY AND EQUITY 86,15¢
SALES 169,18
TOTAL REVENUES 169,18¢
CGS 146,45(
TOTAL COSTS 146,45(
OTHER EXPENSE! 0
LOSS PROVISION 0
INTEREST EXPENSE 18
INCOME PRETAX 9,75(
INCOME TAX 3,65¢
INCOME CONTINUING 6,091
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 6,091
EPS BASIC .92
EPS DILUTED .9C
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