MINUTES OF BUDGET AND CONTROL BOARD MEETING

OCTOBER 12 1971

The Budget and Control Board met in the Conference Room of the
State Auditor’s Office at 10:30 a. m. on Tuesday, October 12, 1971, for
the purpose of conducting budget hearings. Al Board members and Mr. P.
C. Smith, Secretary to the Board, were in attendance.
The heads of the following Departments appeared before the Board
to present their budget requests.
Department of Corrections
Probation, Parole & Pardon Board
Department of Juvenile Corrections
Board of Juvenile Placement & A ftercare
A fter the budget hearings, the Board received and approved a
petition of the governing body of Edgefield county for the issuance of
$1,500,000 of industrial revenue bonds. The proceeds of these bonds are

designated for Star Fibers, Inc.

There being no further business, the meeting was adjourned.
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PROCEEDING OF THE STATE BUDGET
AND CONTROL BOARD OF SOUTH CAROLINA
Re: $1,500,000
FIRST MORTGAGE INDUSTRIAL REVENUE
Bonds
(STAR FIBERS, INC. - LESSEE)
OF EDGEFIELD COUNTY, SOUTH CAROLINA

L- 1} in ]

FOR DENSITY TESTING PURPOSES ONLY



McNair. Konduros & Corley

ROBERT e McNAIR LAW OFFICES
JAMES S KONDUROS SUITE ONE - NINTH FLOOR
O WAYNC CORLEY

JEFFERSON SQUARE

Columbia South Carolina 20201
803 779 5026

October 14, 1971

Sir Patrick Pickens Smith
State Auditor

State Budget and Control Board
Wade Hampton Office Building
Columbia, South Carolina

Dear Sir Patrick:

I am enclosing the documents in connection with
the Star Fibers, Inc. bond issue.

Once again, thank you for your assistance in
helping to get the documents properly executed by Governor
West and the other members of the Budget and Control Board.

Sincerely,

0. Way fe Corley

OWC/abt
Enclosure



Columbia, South Carolina

October 12, 1971

The State Budget and Control Board of South Carolina
(uhe "Board”) convened in called session at the regular meeting
place of the Board at tne office of the State Auditor, in the
Wade Hampton Building, in the City of Columbia, South Carolina
an 10:30 o"clock A.M. , on October 12, 1971 with the fTollowing

members present:

John C. West, Governor of the State of South
Carolina and Chairman of the
Board

Grady L. Patterson, Jr. State Treasurer

John Henry Mills Comptroller General

Edgar A. Brown, Chairman, Senate Finance
Committee

Robert J. Aycock Chairman, House Ways and

Means Committee
ABSENT: None

There was also present, P. C. Smith, State Auditor and
Secretary to the Board.

After the meeting had been duly called to order by the
Chairman and the roll called with the above result, and after
tne minutes of the preceding meeting had been read and approved,
the Chairman announced that one purpose of the meeting was
to consider the adoption of a resolution approving the proposed
issuance by Edgefield County, South Carolina, of $1,500,000
principal amount First Mortgage industrial Revenue Bonds,
Series A (Star Fibers, Inc. - Lessee).

Thereupon, the following resolution was introduced 1in
written form by Mr. Patterson, was read in full, and after

due discussion, pursuant to motion made by Mr. Patterson
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and seconded by Mr  Mlls » wac adopted by the following

vote :

Aye: John C. West
Grady L. Patterson, Jr.
John Henry Mills

Edgar A. Brown
Robert J7

None .

The resolution was thereupon signed by the Chairman in
evidence of his approval, was attested by the Secretary and was
declared to be effective. The resolution is as follows:

A RESOLUTION approving the issuance hy
Edgefield County, South Carolina, of
$1,500,000 principal amount First Mort-
gage Industrial Revenue Bonds, Series A
(Star Fibers, Inc. - Lessee) pursuant to
the provisions of Act No. 103 of the Acts
of the General Assembly of the State of
South Carolina for 1967 (Chapter 8, Title

1~. Code of Laws of South Carolina, 1962,
1970 Cumulative Supplement).

< falaiel #*

WHEREAS the Edgefield County Council of Edgefield County,
South Carolina (the "County Council’) has heretofore, by submit-
ting a petition under and pursuant to the provisions of Section
1 of Act No. 103 of the Acts of the General Assembly of the
State of South Carolina for 1967 (Chapter 8, Title 14, Code of
Laws of South Carolina, 1962, 1970 Cumulative Supplement) (the
"Act”), requested the approval by the State Budget and Control
Board of the issuance by Edgefield County pursuant to the Act
of its First Mortgage Industrial Revenue Bonds, Series A (Star
Fibers, Inc. - Lessee) in the aggregate principal amount of
$1,500,000 (the "Bonds™”); and

WHEREAS the County proposes to issue the Bonds for the
purpose of financing the acquisition, construction and equipping

of an industrial development project under the Act, consisting
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of certain land and buildings located in Edgefield County and

a manufacturing plant addition, machinery, equipment and related
facilities to be constructed and equipped thereon (collectively
referred to as the "Project”); and

WHEREAS the Project is to be leased to Star Fibers, Inc.,
a Delaware corporation at a rental sufficient to pay the principal
of and interest on the Bonds and the costs and expenses related
to the issuance of the same; and

WHEREAS it is proposed that the Bonds will be secured by
a pledge of the revenues to be derived from the leasing of the
Project, and in addition by a pledge of the Lease of the Project
and a first mortgage on the real property and improvements con-
stituting the Project; and

WHEREAS the County has submitted with said petition, for
review by the State Budget and Control Board, drafts of (1) Agree-
ment of Intent dated September 7, 1971 by and between the County
and Star Fibers, Inc., (ii) Preliminary Offering Prospectus, and
(Hi) a certified copy of a resolution adopted by the Edgefield
County Council of the County on September 30 » 1971, and this Board
has reviewed and considered each of said documents in its consider
ation of said petition by the County;

NOWV THEREFORE, BE IT RESOLVED by the State Budget and Con-
trol Board of the State of South Carolina, as follows:

Section 1. That this Board has made an Independent inves-
tigation of the matters set forth in the petition of the County
Council referred to in the preamble hereto, and on the basis of
such investigation it is hereby found, determined and declared:

(a) That the facts set forth in said petition, and in
the preamble hereto, are in all respects true and correct;

(b) That the petition filed by the County Council con-
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tains all matters required by law and the rules of this Board to
be set forth therein, and that in consequence thereof the jurisdic-
tion of this Board has been properly invoked under and pursuant

to Section 14 of the Act; and

(c) That the Project referred to in the petition of
the County Council and in the preamble hereto is intended to pro-
mote the purposes of the Act and is reasonably anticipated to
effect such result.

Section 2. That in consequence of the foregoing, the pro-
posal of the County to acquire, construct and equip the Project,
to lease the Project to Star Fibers, Inc. and to finance the cost
thereof and expenses incidental thereto by the issuance of Bonds
secured by a pledge of the revenues to be derived from the leas-
ing of the Project, and in addition by a pledge of the Lease of
the Project, the Guaranty Agreement of Allen Industries, Inc. and a
first mortgage on the real property and Improvements constituting
the Project, be and the same is hereby in all respects approved.

Section That the Secretary of the State Budget and
Control Board is hereby directed to publish one time in
THE ridge CITIZEN? a newspaper having general circulation in
Edgefield County, the following notice of approval by this Board:

NOTICE PURSUANT TO ACT NO. 103 OF THE ACTS OF THE GENERAL

ASSEMBLY OF THE STATE OF SOUTH CAROLINA FOR 1967 (CHAPTER

8, TITLE 14, CODE OF LAWS OF SOUTH CAROLINA, 1962. 1970

CUMULATIVE SUPPLEMENT)

Notice Is hereby given pursuant to the provisions and re-
quirements of Section 14 of Act No. 103 of the Acts of the General
Assembly of the State of South Carolina for 1967 (Chapter 8,

Title 14, Code of Laws of South Carolina, 1962, 1970 Cumulative

Supplement), that the State Budget and Control Board of South
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Carolina, pursuant to petition duly filed by the Edgefield County
Council of Edgefield County, has given its approval to the fol-
lowing undertaking by Edgefield County, South Carolina:

The issuance by Edgefield County of $1,500,000 aggregate
principal amount of its First Mortgage Industrial Revenue Bonds,
Series A (Star Fibers, Inc. - Lessee) to finance the acquisition
of certain land and buildings and the construction and equipping
thereon of a manufacturing plant addition and related facilities
(the "Project”), to be located within the County of Edgefield.
The Project will be leased to Star Fibers, Inc., a Delaware cor-
poration, which will unconditionally covenant to pay rentals suf-
ficient to pay the principal of, premium, if any, and interest
on the Bonds. Allen Industries, Inc., a Delaware corporation,
has guaranteed to the County the payment of all such rentals by
Star Fibers, Inc. The Bonds will be payable solely and exclu-
sively out of revenues to be derived from the leasing of the
Project to Star Fibers, Inc., and are to be additionally secured
by a pledge of the Lease of the Project and a first mortgage on
the Project property.

In addition, Star Fibers, Inc. has agreed to pay, as ad-
ditional rentals, to Edgefield County, the school district or
school districts, and all other political units wherein the Pro-
ject is located, in lieu of taxes, such amounts as would result
from taxes levied on the Project by Edgefield County, said
school district or school districts and other political units
wherein the Project is located, if the Project were owned by
Star Fibers, Inc., but with appropriate reductions similar to
the tax exemptions, if any, which would be afforded to Star
Fibers, Inc. if it were the owner of the Project.

Notice is further given that any interested party may



at any time within twenty (20) days after the date of the pub-
lication of this notice, challenge the validity of the State
Budget and Control Board’s approval of the Project and the
issuance of the Bonds by Edgefield County to finance the same,
by action de novo instituted in the Court of Common Pleas for
Edgefield County, South Carolina.

STATE BUDGET AND CONTROL BOARD

By P. C. Smith, Secretary
Section 4. That all orders and resolutions and parts
thereof in conflict herewith are to the extent of such conflict
hereby repealed, and this resolution shall take effect and be in
full force from and after its passage and approval.

Passed and approved October 12 , 1971

</

Chairman /"state Budget and
Control Board

A ttest:

Secretary, State -tmdget and
Control Board

(Other business not pertinent to the above appears in
the minutes of the Meeting.)
Pursuant to motion duly made and carried, the meeting

was adjourned.

Chairman



STATE OF SOUTH CAROLINA )
COUNTY OF RICHLAND g

I, P. C. Smith, do hereby certify that | am the duly
qualified and acting Auditor of the State of South Carolina and
Secretary to the State Budget and Control Board. | further cer-
tify, according to the records of said board in my official pos-
session, as follows:

1. That the above and foregoing constitutes a true and
correct copy of excerpts from the minutes of a meeting of the
State Budget and Control Board held on October 12 > 1971 and of
a resolution adopted at said meeting, as said minutes and resolu-
tion are officially of record in my possession.

2. That attached hereto is a true and correct copy of
a petition filed with the State Budget and Control Board of the
Edgefield County Council of Edgefield County, South Carolina,
which petition is the same petition referred to in the foregoing
resolution of the State Budget and Control Board.

3. That the names of the members of the State Budget
and Control Board, in office on the date of adoption of the fore-

going resolution and on the date hereof, are as follows:

Name O ffice
John C. West Governor of the State of South
Carolina and Chairman of the Board
Grady L. Patterson, Jr. State Treasurer and Member of the
Board
John Henry Mills Comptroller General of South
Carolina and Member of the Board
Edgar A. Brown Chairman of the Senate Finance Com-
m ittee and Member of the Board
Robert J. Aycock Chairman of the House Ways and Means
Committee and Member of the Board
IN WITNESS WHEREOF, | have hereunto suty Ned my official
signature this 12th day of October , 1971,



STATE OF SOUTH CAROLINA )

COUNTY OF EDGEFIELD 3
TO THE STATE BUDGET AND CONTROL
BOARD OF SOUTH CAROLINA ) PETITION

I
Statement of facts

1. Jurisdiction of State Budget and Control Board.
Edgefield County, South Carolina (the ”County"), acting by and
through its Edgefield County Council (the "County Council"), re-
spectfully submits this petition to the State Budget and Control
Board (the "State Board"”) under and pursuant to the provisions
and requirements of Act No. 103 of the Acts of the General Assem-
bly of the State of South Carolina for 1967 (Chapter 8, Title 14,
Code of Laws of South Carolina, 1962, 1970 Cumulative Supplement)
(the "Act") and in particular Section 1" thereof, and respectfully
requests the approval by the State Board of the issuance by the
County of its First Mortgage Industrial Revenue Bonds, Series A
(Star Fibers, Inc. - Lessee) in the aggregate principal amount
of $1,500,000 (the "Series A Bonds").

The following documents are submitted herewith as exhibits
to the Petition:

EXHIBIT 1 - Agreement of Intent dated September 7,

1971 by and between the County and Star
Fibers, Inc.

EXHIBIT 2 - Resolution of the Edgefield County Coun-
cil adopted September 30 , 1971.

EXHIBIT 3 - Preliminary Offering Prospectus

It is expected that the transaction as finally consummated
will conform in all substantive respects with summary thereof con-
tained in the enclosed Preliminary Offering Prospectus; however,
it may be anticipated that formal changes will occur as Is usual

in cases of this sort; matters of maturities, interest rates,
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redemption premiums and the like which depend upon marketing fac-
tors will not be finally determined until shortly before the Series
A Bonds are delivered.

2. The County and Its Governing Body. The County, one of
the forty-six counties of the State of South Carolina, Is a body
politic and corporate and a political subdivision of the State of
South Carolina. Pursuant to Section 3, Article No. 1104 of the Acts
of the General Assembly of the State of South Carolina for 1966, the
County Council is the governing body of the County and, as such, is
the "County Board" referred to and defined in Section 2(2) of the Act

3. Statutory Authority . The County, subject to the ap-
proval of the State Board and to compliance in all other respects
with the terms and provisions of the Act, is authorized and em-
powered by the Act to acquire, own, lease, dispose of and mortgage
industrial development "projects” and to issue revenue bonds to
finance the cost of acquisition or construction of such projects
and expenses incidental thereto.

4. The Proposed Lessee. Star Fibers, Inc. a Delaware
corporation with its principal office now located in the City of
New York, New York, and duly authorized to conduct business in
the State of South Carolina presently owns and operates a manufac-
turing plant and related facilities located on certain land in the
County and has determined that it is necessary to expand its manu-
facturing capacity and facilities through the construction and
equipping of a substantial addition to the existing facilities
(the land, buildings, equipment and machinery located and to be
constructed thereon is hereinafter collectively referred to as the
"Project”) provided that the Project and expenses incidental
thereto may be financed by the issuance by the County of its

revenue bonds under and pursuant to the Adct.



5. The Agreement of Intent. Star Fibers, Inc. and the
County have agreed, subject to the conditions set forth herein and
in the Act, that the County will issue its revenue bonds pursuant
to the Act to finance the Project, and that Star Fibers, Inc. will
lease the Project from the County at rentals sufficient to pay
principal of and interest on the Series A Bonds.

6. Findings of the County Council. By resolution duly
adopted on September 22* 1971, a certified copy of which is sub-
mitted herewith as Exhibit 2, the County Council has formally
found, determined and declared:

(a) That the Project will constitute a “project"™ as
said term is referred to and defined in Section 2(3) of the Act,
and that the issuance of the Series A Bonds in the aggregate prin-
cipal amount of $1,500,000 to finance the acquisition, construc-
tion and equipping of the Project will subserve the purposes and
in all respects conform to the provisions and requirements of the
Act;

(b) That neither the Project, the Series A Bonds proposed
to be issued by the County to finance the cost thereof, nor any
documents or agreements entered into by the County in connection
therewith will constitute or give rise to any pecuniary liability
of the County or a charge against its general credit or taxing
power;

(c) That the Issuance of the Series A Bonds by the County
In the aggregate principal amount of $1,500,000 will be required
to finance the cost of the Project;

(d) That the amount necessary in each year to pay the
principal of and Interest on the Series A Bonds proposed to be
Issued by the County is presently estimated at approximately

$ 122.985.QQ--—-- , said amount to be fixed shortly prior to the
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issuance of the Series A Bonds when the maturities and interest
rate or rates shall have been finally determined in accordance
with market conditions prevailing at that time, and to be set
forth in the proceedings of the Edgefield County Council author-
izing the issuance of the Series A Bonds;

(e) That inasmuch as Star Fibers, Inc. is a corporation
with established credit, the establishment of reserve funds in
connection with the retirement of the Series A Bonds and the main-
tenance of the Project is deemed unnecessary;

(f) That the Project will be leased by the County to
Star Fibers, Inc. upon terms which will require Star Fibers, Inc.
at its own expense, to maintain the Project in good repair and
to carry all proper insurance with respect thereto, and will re-
quire Star Fibers, Inc. to make the payments in lieu of taxes re-
ferred to in Section 6 of the Act.

Il

Additional Information Furnished Pursuant
to Section 14 of the Act

1. Brief Description of the Project. The Project will
consist of land, buildings, equipment and machinery constituting

synthetic fibers
a plant for the manufacturing of / and/or other pro-

ducts which may be lawfully manufactured or processed at the Pro-
ject.
2. Anticipated Effect of the Project upon Economy of the
County and Adjacent Areas. In addition to the employment pro-
vided for those engaged in the construction of the Project, It
is anticipated that after the Project shall have been completed
and the additional manufacturing facilities placed in operation,
the Project will provide permanent employment for approximately
220 persons from the County and elsewhere in said area with

a resulting alleviation of unemployment, and a substantial increase
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in payrolls and other public benefits flowing from the conducting
of industrial operations.

3. Reasonable Estimate of Cost of Project. A reasonable
estimate of the cost of the Project including necessary expenses
incident thereto is $1,500,000.

4. General Summary of the Terms and Conditions of the
Proposed Lease, Guaranty Agreement and Indenture. A general sum-
mary of the terms and conditions of the proposed Lease, Guaranty
Agreement and Indenture are contained in the Preliminary Offering
Prospectus which is attached hereto as Exhibit 3 and incorporated
herein by reference as if set forth herein in its entirety.

5. Payments in Lieu of Taxes By Lessee. As is required
by Section 6 of the Act, Section 6.02 of the proposed Lease re-
quires Star Fibers, Inc. to make payments to the County and to
the school district or school districts and other political units
wherein the Project is located, in lieu of taxes, in such amounts
as would result from taxes levied if Star Fibers, Inc. were the
owner of the Project, but with appropriate reductions similar to
the tax exemptions, if any, which would be afforded Star Fibers,
Inc. if it were the owner of the Project.

11
Request for Approval

WHEREFORE, the County Council respectfully prays:

1. That the State Board accept the filing of this petition

2. That thereafter, as soon as may be practicable, the
State Board make such independent investigation as it deems ad-
visable ;

3. That, on the basis of such investigation and the
Information submitted herewith, the State Board make a finding

that the Project is intended to promote the purposes of the Act
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and is reasonably anticipated to effect such result, and that the
State Board, on the basis of such finding, issue its order approv
ing the Project and the issuance of the Series A Bonds: and
That the State Board cause notice of its approval
to be published in the manner specified in Section 1~ of the Act.
Respectfully submitted,
EDGEFIELD COUNTY, SOUTH CAROLINA

County Council
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ACRERVENT OF INTENT

M S AGREEVENT, made and entered into as of this / ~ . day of

"3 /vw , 1971, by and between Edgefield County, South Carolina
a/oliticai- subdivision of the State of South Carolina, ("County”)

and Star Fibers, Inc., a Delaware corporation, duly authorized to
conduct business in the State of South Carolina, ("Star Fibers").

WITNESSETH:

WHEREAS the County is authorized under . - p..-suant a: t..e pro-
visions of Act No. 105 of the Acts of the General .l of the
State of South Carolina for 1967 (Chapter 8 Ath ffr Of
Lawns of South Carolina, 1962, 1909 Cumulative Supp- here-
inafter referred to as the "Act") to acquire, c d dis-
pose of properties through which the industria . v .- of the
State of South Carolina will be promoted anu not cp~ by
inducing manufacturing enterprises to locate ir. <. ' n the

State of South Carolina and thus utilize and employ tr.e manpower,
agricultural products and natural resources of the Etc 3* Uv*

WHEREAS Star Fibers presently owns certain ret. ,rtpert» - - a
manufacturing plant located thereon (sue. r<a x>er< .. . ar.u-
facturing plant is hereafter called the "Fac® y") .coated n
Edgefield County, South Carolina and has deterr-.ie~ that it is
necessary to expand its manufacturing capacity in Ecoafield Coir -y,
through the construction and equipping of a substantial addition

to the Facility; and

WHEREAS, in order to implement the public purposes rtuin
the Act and in furtherance thereof to induce Sta. =- lo-
cate additional manufacturing facilities within X a of

South Carolina and to remain in the State of South C rf? ' die
County has been requested to issue approximate.y CI50Cx0. gre-
gate principal amount Industrial Revenue Bonn E-ries A tr
Fibers) (the "Series A Bonds") under and pu~* . ' W? X

to finance the cost of acquiring, constructs. a .e rpp.. t; <
manufacturing plant addition and related fac t. s ft'i. n ter
collectively referred to as the "Additior’(? i1-al - Edc.
field, South rirolina and to lease the Audi .io.. ** Stu f. s
under and pursuant to the terms of a lease (. .-.r after ref re-
to as the "Lease"j;

That for t . . deration of : warranties
ane die se < .. mutual covenu  of fie r s ive parties
hereto, u purs;.... to the provi*vns . Sect-u. S oi the Act

it is agreeu as r.-ows.
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ARTICLE |

Star Fibers represents that it desires to operate the Addition,
.including machinery and equipment installed therein to be located
on certain land within the County of Edgefield, South Carolina,
adjacent to the Facility as hereinafter more fully described.
Star Fibers further represents that it has requested the County
to issue the Series A Bonds in an aggregate principal amount of
approximately Ore Million Five Hundred Tnousand ($1,500,000)
Dollars, for the purpose of financing the cost of constructing
and equipping the Addition.

ARTICLE 11

County represents that U|Ioon the written request of Star Fibers

it will acquire certain land located within the County of Edge-
field, South Carolina comprising approximately two (2) acres,
more or less, which is more fully identified and described

on Exhibit Ato this Agreement and to erect and install thereon
the aforementioned manufacturing plant addition, equipment and
other facilities and improvements includin% necessary site prepar-
ation and parking areas, in accordance with plans prepared and
approved by Star Fibers, and to lease the Addition to Star Fibers
upon terms and conditions mutually satisfactory to the County
and Star Fibers.

ARTICLE 111

County agrees, subject to the requirements of law, that in order
to finance the acquisition and construction of the Addition, it
will issue its Industrial Revenue Bonds in an approximate amount
of $1,500,000 pursuant to and in accordance with the provisions
of the Act. The terms, conditions and interest rate of the Series
A Bonds shall be approved by County and Star Fibers.

ARTICLE IV

Star Fibers agrees to lease the Addition for a term commencing
upon the date of issuance of the Series A Bonds, and terminating
with the last maturity of the Series A Bonds and to pay for the
use of the Addition a rental in an amount sufficient to retire
the principal and interest on the Series A Bonds as they mature
and such other amounts including payments in lieu of taxes as re-
quired by law and the Act. The rent shall be paid semi-annually;
and the Lease shall contain options to renew and/or purchase for
a nominal consideration.

ARTICLE V
County agrees, upon the written request of Star Fibers to inau-

gurate the procedures required of it and to prosecute them with
ue diligence, including but not limited to the following:
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1. Issuance and sale of the Series A Bonds upon terms
mutually agreeable to County and Star Fibers.

2. Upon the issuance of the Series A Bonds, to pur-
chase the Addition site, at a price not to exceed
$ , free and unencumbered, except
for such easements and other exceptions as are
approved by County and Star Fibers.

3. Authorize Star Fibers to enter into agreements
for the construction and equipping of the Addi-
tion (all in such form and with contractors and
suppliers approved by County) to insure full oc-
cupancy and use of the Addition by Star Fibers
in accordance with its manufacturing requirements.

County and Star Fibers hereby agree that to assure comletion and
availability of the Addition to Star Fibers at an early date

Star Fibers is hereby authorized by County, to enter into an
acT;reement with a reputable general contractor for the construction
of the Addition and enter into such other related and necessary
agreements with other contractors and suppliers for the equipping
of the Addition which agreement or agreements and all of Star
Fibers' right, title and interest in the Addition whether completed
or in process shall be assigned to County upon issuance and sale
of the Series ABonds. Any sums expended or paid by Star Fibers
to contractors and/or suppliers prior to assignment of such agree-
ments shall be reimbursed to Star Fibers from the proceeds of the
sale of the Series A Bonds.

ARTICLE VI

Star Fibers is aware of the requirements for the issuance of the
Series A Bonds under the provisions of the Act, and recognizes
that this Agreement of Intent is subject to the conditions and
limitations therein contained. This Agreement of Intent may be
terminated at any time by Star Fibers or the Coun(tjy in the event
that the terms and provisions of the Series A Bonds, the Lease
or the mortgage pursuant to which the Series A Bonds are to be
secured shall not be satisfactory to Star Fibers or County.

ARTICLE VII

It is understood and agreed by County and Star Fibers that (un-
less otherwise specified herein) any and all costs of the Addi-
tion and equipment, bond issuance, accrued interest during con-
struction, reasonable attorneys’ fees of County and for local or
national attorneys, if any, will be subject to approval of Star
Fibers and will be paid from the proceeds of the sale of the
Series A Bonds.
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IN WITNESS WHERECF, County and Star Fibers have caused this
Agreement to be executed In their respective names, have caused
their Seals to be affixed hereunto, have caused this Agreement
to be attested, all by their duly authorized officers, in a num-
ber of counterparts, each of which is deemed an original, all
being done on the day and the date first above written.

EDGEFIELD COUNTY, SOUTH CAROLINA

Reter G. Casabonne
Executive Vice President



Edgefield, South Carolina

September 30 , 1971

The Edgefield County Council of Edgefield County, South
Carolina, convened In public session at the regular meeting place
of the Council In the County Courthouse In the City of Edgefield,
South Carolina, at 1:00 o’clock P.M. on September30., 1971, with
the following members present:

Charles E. Lybrand, Chairman

E. G. Huiet, Councilman

W alter E. Morgan, Councilman

There were also present Perry L. Howard > County Man-
ager and Charles W. Coleman , County Attorney.

After the meeting had been duly called to order by the
Chairman and the roll called with the above result, and after the
minutes of the preceding meeting had been read and approved, the
Chairman announced that one purpose of the meeting was to consider
the adoption of a resolution making application to the State Bud-
get and Control Board (the “State Board") for the approval by the
State Board of the Issuance by Edgefield County of Its First Mort-
gage Industrial Revenue Bonds, Series A (Star Fibers, Inc. -
Lessee) In the aggregate principal amount of $1,500,000.

Thereupon, the following resolution was Introduced in
written form by Councilman Charles E. Lybrar\dwas read in full,
and, after due discussion, pursuant to motion made by Councilman

E. G. Huiet and seconded by Councilman Charles E. Lybrand

was adopted by the following vote:

Aye:
Charles E. lybrand
E. G. Huiet

Walter E. Morgan
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Nay:

The resolution was thereupon signed by the Chairman of
the Edgefield County Council in evidence of his approval, was
attested by the County Manager and was declared to be effec-
tive.

The resolution is as follows
A RESOLUTION making application to the State
Budget and Control Board of South Carolina
for the approval by the Board of the issu-
ance by Edgefield County, South Carolina, of
its First Mortgage Industrial Revenue Bonds, Ser-
ies A (Star Fibers, Inc. - Lessee) in the aggre-
gate principal amount of $1,500,000 pursuant to
the provisions of Act No. 103 of the Acts of the
General Assembly of the State of South Carolina
for 1967 (Chapter 8, Title 14, Code of Laws of

South Carolina, 1962, 1970 Cumulative Supplement)
/

WHEREAS, Edgefield County, South Carolina (the ”County™)
is authorized and empowered under and pursuant to the provisions
of Act No. 103 of the Acts of the General Assembly of the State
of South Carolina for 1967 (Chapter 8, Title 17, Code of Laws of
South Carolina, 1962, 1970 Cumulative Supplement) (hereinafter
referred to as the "Act") to acquire, own, lease and dispose of
properties through which the industrial development of the State
of South Carolina will be promoted and trade developed by induc-
ing manufacturing enterprises to locate in and remain in the
State of South Carolina and thus utilize and employ the manpower,
agricultural products and natural resources of the State; and

WHEREAS, the County is further authorized by the Act to
issue revenue bonds payable solely from the lease rentals, re-
venues and receipts from any such project and secured by a pledge
of said lease rentals, revenues and receipts and by a mortgage on

the land, buildings, improvements, machinery and equipment so ac-

quired; and
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WHEREAS, Star Fibers, Inc., a Delaware corporation, pre-
sently owns and operates a manufacturing plant and related fac-
ilities located on certain real property In Edgefield County,

South Carolina, and has determined that it is necessary to ex-
pand its manufacturing capacity in Edgefield County, South
Carolina, through the construction and equipping of a substantial
addition to its existing facilities; and

WHEREAS, in order to implement the public purposes enum-
erated in the Act and In furtherance thereof to induce Star Fibers,
Inc. to locate additional manufacturing facilities within the State
of South Carolina and to remain in the State of South Carolina, the
County proposes to issue approximately $1,500,000 aggregate principal
amount First Mortgage Industrial Revenue Bonds, Series A (Star Fibers,
Inc. - Lessee) (the ’Series A Bonds”) under and pursuant to the Act
to finance the cost of acquiring the real property and manufacturing
plant and constructing and equipping the manufacturing plant ad-
dition and related facilities (hereinafter collectively referred
to as the ”Project”) in the County of Edgefield, South Carolina
and to lease the Project to Star Fibers, Inc. under and pursuant
to the terms of a lease to be entered Into between the County and
Star Fibers, Inc; and

WHEREAS it is now deemed advisable by this Edgefield
County Council to file with the State Budget and Control Board
of South Carolina, in compliance with Section 1" of the Act, the
petition of the County requesting approval of the proposed financ-
ing by the State Budget and Control Board;

NOW, THEREFORE, BE IT RESOLVED by the Edgefield County
Council of Edgefield County, South Carolina, as follows:

Section 1. That It Is hereby found, determined and de-

clared by this Edgefield County Council, as follows:
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(a) That the Project will constitute a "project” as
said term is referred to and defined in Section 2(3) of the Act,
and that the issuance of the Series A Bonds in the aggregate prin-
cipal amount of $1,500,000 to finance the acquisition, construc-
tion and equipping of the Project will subserve the purposes and
in all respects conform to the previsions and requirements of the
Act;

(b) That neither the Project, the Series A Bonds proposed
to be issued by the County to finance the cost thereof, nor any
documents or agreements entered into by the County in connection
therewith will constitute or give rise to any pecuniary liability
of the County or a charge against its general credit or taxing
power;

(c) That the issuance of the Series A Bonds by the County
in the aggregate principal amount of $1,500,000 will be required
to finance the cost of the Project;

(d) That the amount necessary in each year to pay the
principal of and interest on the Series A Bonds proposed to be
issued by the County is presently estimated at approximately
$ 122,985.00—--, said amount to be fixed shortly prior to the
issuance of the Series A Bonds when the maturities and interest
rate or rates shall have been finally determined in accordance
with market conditions prevailing at that time, and to be set
forth in the proceedings of this Edgefield County Council author-
izing the issuance of the Series A Bonds;

(e) That inasmuch as Star Fibers, Inc. is a corporation
with established credit, the establishment of reserve funds in
connection with the retirement of the Series A Bonds and the main-
tenance of the Project is deemed unnecessary;

(f) That the Project will be leased by the County to
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Star Fibers, Inc. upon terms which will require Star Fibers, Inc.
at its own expense, to maintain the Project in good repair and
to carry all proper insurance with respect thereto, and will re-
quire Star Fibers, Inc. to make the payments in lieu of taxes re-
ferred to in Section 6 of the Act.

(g) That the Project will consist of land, buildings,
equipment and machinery constituting a plant for the manufacturing

synthetic fibers
of / and/or other products which may be lawfully

manufactured or processed at the Project.

(h) That a reasonable estimate of the cost of the Pro-
ject including necessary expenses Incident thereto is $1,500,000.

(i) In addition to the employment provided for those
engaged in the construction of the Project, it is anticipated
that after the Project shall have been completed and the addi-
tional manufacturing facilities placed In operation, the Project
will provide permanent employment for approximately 220 persons
from the County and elsewhere in said area with a resulting allevia
tion of unemployment, and a substantial Increase in payrolls and
other public benefits flowing from the conducting of industrial
operations.

Section 2. That there be and there is hereby authorized
and directed the submission, on behalf of Edgefield County, of a
petition by this Edgefield County Council requesting the approval
of the proposed financing by the State Budget and Control Board of
South Carolina pursuant to the provisions of Section 1 of the Act
said petition, which constitutes and is hereby made a part of this
authorizing resolution, to be in substantially the form attached
hereto as Exhibit A

Section J. That the Chairman of the Edgefield County

Council be and is hereby authorized and directed to execute said
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petition in the name and on behalf of the Edgefield County Coun-
cil; and that the County Manager be and is hereby authorized

and directed to affix the seal of the Edgefield County Coun-

cil to said petition and to attest the same and thereafter to sub-
mit an executed copy of said petition, together with a properly
certified copy of this resolution, to the State Budget and Control
Board, in Columbia, South Carolina.

Section 4. That all orders and resolutions and parts there-
of in conflict herewith are to the extent of such conflict hereby
repealed, and this resolution shall take effect and be in full force
from and after its passage and approval.

Passed and approved September 30 , 1971.

Chairmam, EdgefZeld
County Council

A ttest:

(/county Manager,
Edgefield County

(Other business not pertinent to the above appears in
the minutes of the meeting.)
Pursuant to motion duly made and carried, the meeting was

adjourned.

Chairman/

A ttest :

Gjdunty Manager
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STATE OF SOUTH CAROLINA )
COUNTY OF EDGEFIELD g

I, Perry L. Howard |, do hereby certify that | am the
duly qualified and acting County Manager of Edgefield County,
South Carolina.

I further certify that the above and foregoing constitutes
a true and correct copy of excerpts from the minutes of a meeting
of the Edgefield County Council of Edgefield County hald on Septem
ber 30, 1971, and of a resolution, together with Exhibit A annexed
thereto, adopted at said meeting, as said minutes, resolution and
exhibit are officially of record in my possession.

IN WITNESS WHEREOF, | have hereunto subscribed my official
signature and impressed hereon the official seal of the Edgefield

County Council this 30thday of September, 1971.

(A ffix)
(Seal)
(Here)
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OFFERING PROSPECTUS

In the opinion of Bond Counsel (i) interest on the Bonds
will be excludable from the gross Income of the recipients there-
of for Federal income tax purposes under existing statutes, regu-
lations and court decisions, except possibly as provided by Sec-
tion 103(c) of the Internal Revenue Code of 1957, as amended, as
to any Bond during such period when such Bond Is held by a ”person”
who is a substantial user of the Project, or by a "related person”,
and (ii) interest on the Bonds will be exempt from all taxation in
;tche State of South Carolina except for Inheritance, estate or trans
er taxes.

$1,500,000
COUNTY OF EDGEFIELD, SOUTH CAROLINA
FIRST MORTGAGE INDUSTRIAL REVENUE BONDS, SERIES A
(STAR FIBERS, INC. - LESSEE)

Payable solely from and secured by the Trust Estate, which includes
lease rentals and other revenues and receipts derived under a
Lease with Star Fibers, Inc. and the Project deeded in trust to
the Trustee.

The payment of all amounts due under the Lease and the
performance and observance of all other obligations of Star Fibers,
Inc., under the Lease have been unconditionally guaranteed by Allen
Industries, Inc.

Dated: October 1, 1971 Due: October 1, 1973 to 1996,
inclusive.

Principal and semi-annual interest (October 1 and April 1)
are payable at the principal office of Michigan Bank, National As-
sociation, as Trustee. The Bonds are issuable as coupon bonds In
the denomination of $5,000, registrable as to principal only, and
as fully registered bonds registrable as to both principal and in-
terest in the denomination of $5,000 and any multiple thereof.

The Bonds are subject to redemption prior to maturity as
more fully described herein.

MATURITY SCHEDULE

M aturity M aturity
October 1, Amount Rate October 1, Amount Rate
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(Plus accrued Interest from October 1, 1971)

These Bonds are offered when, as and If Issued and sub-
ject to the approval of legality by ?4arvin W. Letter, Esq.,

Chicago, Illinois, Bond Counsel and l4essrs. McNair, Konduros
& Corley, Columbia, South Carolina, Bond Counsel and certain
other conditions. It Is expected that the Bonds In definitive

form will be available for delivery on or about October 15, 1971.
The date of this Offering Prospectus is September 15, 1971.

The Bonds have not been registered under the Securities
Act of 1933 nor has the Indenture been qualified under the Trust
Indenture Act of 1939 in reliance upon exemptions contained In
such Acts. The Bonds have not been registered under the Blue
Sky or securities laws of any state in reliance upon various ex-
emptions contained in such laws.

No dealer, broker, salesman or other person has been
authorized to give any information or to make any representa-
tions other than those contained in this Offering Prospectus,
and, if given or made, such other information or representations
must not be relied upon as having been authorized by Edgefield
County, South Carolina (the "County”), Star Fibers, Inc. (the
"Company"), or Allen Industries, Inc. (the "Guarantor™). This
O ffering Prospectus does not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of
the Bonds by any person in any State in which it is unlawful for
such person to make such offer, solicitation or sale. The infor-
mation set forth herein has been obtained from the County, the
Company, the Guarantor and other sources which are believed to
be reliable, but it is not guaranteed as to the accuracy or com-
pleteness thereof. This information and expressions of opinion
herein are subject to change without notice and neither the de-
livery of this Offering Prospectus nor any sale made hereunder
shall, under any circumstances, create any implication that there
has been no change in the affairs of the County, the Company or
of the Guarantor since the date hereof.

G BNETAL e
THE COUNTY ittt b e eene e nre e e enes
TRE BONUS e
TRE P IO CT et
T L BASE ettt
The Guaranty AQreeMENT e
The TNAENTUTE e
TaX EXEMPLION e
Legal M aAatlersS ettt nne s

FinanCial Statlm BNt et enn e nnnnns
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$1,500,000

COUNTY OF EDGEFIELD, SOUTH CAROLINA
FIRST MORTGAGE INDUSTRIAL REVENUE BONDS, SERIES A

(STAR FIBERS, INC. - LESSEE)
GENERAL

This Offering Prospectus is provided to furnish infor-
mation regarding the County of Edgefield, South Carolina (the
“"County”) First Mortgage Industrial Revenue Bonds, Series A
of $1,500,000 (the "Bonds'™) to be issued under and pursuant to
resolution duly adopted by the County and pursuant to an Inden-
ture of Mortgage and Deed of Trust dated as of October 1, 1971
(the "Indenture'), between the County and Michigan Bank, National
Association, as Trustee (the "Trustee').

The Bonds are to be issued for the purpose of providing
funds to defray the cost of acquiring certain real property in
Edgefield County, South Carolina, together with a manufacturing
and equipping additional manufacturing and related facilities
thereon (the "Project'), described below under "The Project".

The Project will be utilized by Star Fibers, Inc., a Delaware
corporation (the "Company'), in the manufacture of synthetic fibers
and related materials. The cost of the Project is estimated to be
$1,500,000, including (@) expenses incurred in connection with the
issuance and sale of the Bonds, and (2) the cost of acquiring,
constructing and equipping the Project. The Company is obligated to
complete the Project and to pay any costs therefor in excess of the
proceeds from the sale of the Bonds.

The Project will be leased by the County to the Company
pursuant to a Lease dated as of October 1, 1971 (the 'Lease™),
between the County, as lessor, and the Company, as lessee (the
lessee under the Lease herein called the "Lessee').

Allen Industries, Inc., a Delaware corporation (the
"Guarantor™), has unconditionally guaranteed the performance and
observance by Lessee of Lessee"s obligations, covenants and agree-
ments contained in the Lease including the unconditional guaran-
tee of the payment of rental and other sums due or to become due
thereunder, pursuant to a Guaranty Agreement dated as of October 1,
1971 (the "Guaranty Agreement').

The Bonds are payable solely from the "Trust Estate'™ con-
sisting of the County®"s interests in the real estate (including
the manufacturing plant and related facilities, machinery and
equipment to be financed from the proceeds of the Bonds) in
the Lease (including the rentals payable by the Lessee) and
certain other rights, privileges and property, assigned, conveyed
and deeded i1n trust to the Trustee under the Indenture. The
Lease provides for the payment directly to the Trustee by the
Lessee of rentals in amounts sufficient to pay the principal# in-
terest and premium, iFf any, on the Bonds as the same shall become
due and payable.

Brief descriptions of the County, the Bonds, the Project,
the Lease, the Guaranty Agreement, the Indenture and the Guarantor,
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including its financial statements, are included hereafter in
this Offering Prospectus. Such descriptions do not purport to
be comprehensive or definitive and all references herein to the
Lease, the Guaranty Agreement and the Indenture are qualified in
their entirety by reference to each such document, copies of
which are available from the County or from the Company. All
references to the Bonds are qualified in their entirety by the
definitive forms thereof and the information with respect there-
to included in the Lease and the Indenture.

THE COUNTY

The County is a body politic and corporate and a pclii leal
subdivision of the State of South Carolina and is authorized under
Act No. 103 of the Acts of the General Assembly of the State of
South Carolina for 1967 (Chapter 8, Title |A, Code of Laws of
South Carolina, 1962, 1969 Cumulative Supplement) (hereinafter
called the "Act”) to acquire, own, lease and dispose of properties,
through which the industrial development of the State of South
Carolina will be promoted and trade developed by inducing manu-
facturing and commercial enterprises to locate in and remain in
the State of South Carolina, and thus utilize and employ the man-
power, agricultural products and natural resources of the State.

THE BONDS

These Bonds are issued pursuant to and in full compli-
ance with the Constitution and laws of the State of South Carol-
ina, particularly the Act, and pursuant to resolution of the
County duly adopted and approved, which resolution authorizes
the execution and delivery of the Indenture. The Bonds and the
interest coupons appertaining hereto are limited obligations of
the County and shall never constitute an indebtedness of the
County within the meaning of any state constitutional or statu-
tory provision or limitation, but are payable solely out of
the revenues and other amounts derived from the leasing of the
Project financed through the issuance of the Bonds. The Bonds
and the interest coupons appertaining thereto do not now and
shall never constitute nor give rise to a pecuniary liability
of the County or a charge against its general credit or taxing
powers. (Sections 2.01, 2.02 and 2.10 of Indenture).

The Bonds will bear interest at the rates and mature
in the amounts and on the dates set forth on the cover page
of this Offering Prospectus. Interest on the Bonds will be
payable semi-annually on October 1 and April 1 of each year,
first interest payable April 1, 1972. The Bonds are issuable
as coupon bonds in the denomination of $5,000, registrable as
to principal only, and as fully registered bonds in the denomi-
nation of $5,000 or any multiple thereof. Principal, interest
and premium, if any, are payable at the principal office of
the Trustee. (Sections 3-01 and 2.02 of Indenture).

Redemption Provisions
The Bonds maturing on October 1, 1982 and thereafter are
redeemable at the option of the County, in whole or in part, in

inverse numerical order on October 1, 1981, and on any interest
payment date thereafter at the principal amount of the Bonds to
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be redeemed, and accrued interest thereon to the date of redemp-
tion, plus a premium of 4 percent of such principal amount less
1/2 of 1 percent for each one year period elapsed from and in-

cluding the first day of October in 1981 to the date of redemp-
tion, but in no event at less than the principal amount thereof
plus accrued interest to the date of redemption.

The Bonds are subject to mandatory redemption, at any
time, in whole and not in part, at the principal amount of the
Bonds to be redeemed and accrued interest thereon to the date
of redemption, plus a premium of 5 percent of such principal
amount, in the event that Lessee or any ”related person” takes
or omits to take any action and as a result thereof the inter-
est on the Bonds becomes subject to Federal income taxes.
(Section 5.05 of Indenture.)

The Bonds are also redeemable in the event of:

(1) receipt by the Trustee of payment under the
mortgage title insurance policy insuring the Trustee
for the benefit of the holders of the Bonds as provided
in Section .06 of the Indenture;

(2) condemnation of all or substantially all of
the Project, or the taking by eminent domain of such
use or control of the Project as to render the remainder
of the Project unsatisfactory to the Lessee for its bus!
ness purposes;

(3) condemnation of less than a material part of
the Project, to the extent of any excess condemnation
award proceeds, as provided in Section 11.03 of the
Lease; or

(4)(a) purchase of the Project by the Lessee
pursuant to Section 12.02 of the Lease which stipulates
(i) that the Lessee shall be obligated to purchase the
Project prior to full payment of the Bonds If the Pro-
ject has been damaged or destroyed and the Lessee
elects not to rebuild, repair or restore the Project,
and (11) that the Lessee shall have an option to pur-
chase the Project prior to full payment of the Bonds
if the Project has been damaged or destroyed to such
an extent that the restoration cost would exceed the
proceeds of insurance, and (b) purchase of the Project
by Lessee pursuant to Section 22.01 of the Lease,
which stipulates that the Lessee shall be obligated
to purchase the Project prior to full payment of
the Bonds as a result of changes in the law or a
judgment of any court, the Lease shall have become
void or urei force??; ] or imj M J> performance.

Upon the happening of one of the events described in
(2) or (4) above the Bonds are redeemable as a whole, and upon
the happening of one of the events described in (1) or (3)
above the Bonds are redeemable either as a whole or In part in
inverse numerical order at any time at the principal amount of
the Bonds to be redeemed and accrued interest thereon to the
date of redemption plus a premium of 4 percent of such princi-



pal amount less (in the case of any redemption after October 1,
1981) 1/2 of 1 percent for each one year period elapsed from and
including the first day of October in 1981 to the date of re-
demption, but in no event at less than the principal amount
thereof plus accrued iInterest to the date of redemption. (Section
5.04 of Indenture).

At the request of the Lessee, the County will use its
best efforts to issue at one time or from time to time one
or more subsequent series of additional parity Bonds (the "Ad-
ditional Bonds'™) for the purpose of paying the cost of making
additions, alterations of, and improvements to the Project,
structural or otherwise, and of constructing and equipping
additional industrial buildings as a part of the Project. Be-
fore any Additional Bonds are issued, the Lessee must enter into
a supplemental lease, whereby i1t agrees to pay additional
rentals sufficient to pay the principal of and the interest on
the Additional Bonds.

THE PROJECT

The manufacturing plant, plant addition and related
facilities to be acquired, constructed and equipped for lease
to the Company is to be located in Edgefield County, South
Carolina on a parcel of land containing approximately 24 acres.
The manufacturing plant including the plant addition and related
facilities will contain approximately 180,000 square Tfeet of office
and production facilities.

The manufacturing plant will employ approximately 220
persons and will be utilized by the Company in the manufacture
of synthetic fibers and related materials.

The total cost of the Project including acquisition of the
existing manufacturing plant, construction and equipping of the
manufacturing plant addition and expenses relating to the sale of
the Bonds, is estimated by the Company at approximately $1,500,000
as follows:

Purchase of existing facilities ........... $ 450,000
Construction, site preparation and archi-
teCct Tees . i 260,000
Equipment . . . i eiaaaaa- 770,000
Miscellaneous EXpenses ... ..o cieeoaaaaan- 20,000
TOTAL ESTIMATED COST .. cccicacaaaa-. $1,500,000

The Lessee will be responsible for the construction and
equipping of the Project according to the specifications approved
by tne Lessee and the County. IT the proceeds of this Bond offer-
ing are insufficient, the Lessee has agreed to complete the Pro-
ject at its own expense iIn which event Lessee will not be entitled
to any reimbursement or any diminution of the rents payable under
the Lease. Any surplus of Bond proceeds not required for the pur-
poses set forth above will be applied by the Trustee as a credit
on the then next succeeding installments of Basic Rent payable by
the Lessee. (Section 4.04 of the Indenture).
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THE LEASE

The following is a summary of certain provisions
of the Lease.

Term and Rentals

The Lease will become effective upon its delivery
which will occur at the time of or prior to the issuance of
the Bonds but the term of the Lease shall commence on Octo-
ber 1, 1971, the date from which the Lessee's obligation to
make rental payments for the account of the County accrues,
and, subject to certain conditions therein, will expire at
midnight on September 30, 1996, with optional renewal periods
at the election of the Lessee not to exceed a total of twenty
additional years. (Sections 3.01 and 3.02 of Lease.)

The Lessee agrees to pay rent semi-annually, directly
to the Trustee for the account of the County, in amounts which
will be sufficient in the aggregate to enable the Trustee to
make the required payments of principal of and interest on the
Bonds as and when the same fall due. The obligation of the
Lessee to make rental payments is unconditional (whether or
not the Project is completed) and, until such time as all of
the Bonds have been paid in full or provision therefor is made,
the Lessee may not terminate the Lease for any cause. The
Lessee is permitted to prepay all or any part of the rentals,
such amounts, at the election of the Lessee, to be used for the
redemption of Bonds to the extent provided in the Indenture
(see "The Bonds"). (Sections ~.01 and ~.02 of the Lease.)

Obligation to Construct and Complete Project

The Company will construct and equip the Project
in accordance with such plans and specifications, as may be
from time to time prepared, amended and approved by the
Company.

The County and the Company have agreed to use their
best efforts to cause such construction to be completed as
promptly as practicable. In the event, however, that the costs
of the Project should exceed the proceeds from the sale of the
Bonds deposited in the Construction Fund Account (to be held and
disbursed by the Michigan Bank, National Association, as Deposit
ary under a Construction Deposit Agreement), the Company has
agreed to complete the Project and to pay all the costs of the
Project in excess of the moneys available from the Construction
Fund Account. In such event the Lessee will not be entitled
to any reimbursement therefor from the County, the Trustee or
the holders of any of the Bonds, nor will it be entitled to any
diminution of the rentals payable under the Lease.

Maintenance and Insurance

During the term of the Lease, the Lessee shall keep
the Project in good repair at its own cost.

The Lessee will insure the Project, under valid and
enforceable policies issued by insurers of recognized respon-
sibility, to the full Insurable value (actual replacement



value or an amount equal to "All Unpaid Installments of Rent"

as defined in the Lease, whichever shall be less) of the Project,
with customary deductible provisions, against loss or damage by
fire, with extended coverage endorsement covering loss or damage
by explosion, vandalism, malicious mischief and such other
hazards as are normally covered by such endorsement. The Lessee
further agrees to carry public liability insurance with reference
to the Project in the amounts specified iIn the Lease. (Section
9.01 et seq. of Lease.)

Net Lease

The Lease is a "Net Lease™, and the Lessee agrees to
pay all utility charges iIn connection with the Project and
all taxes and other governmental charges which may be lawfully
levied or assessed against or with respect to the Project or
any interest of the Lessee or the County therein or 1in the
Lease, or on any property of the Lessee (as long as any Bonds
are outstanding), or on the revenues or income of the County
from the Project. In addition, the Lessee has agreed to make
certain payments in lieu of taxes to certain taxing authorities
as required by the Act. (Sections 6.01, 6.02, 6.04 and 6.05 of
the Lease). The Lessee is not, however, required to pay any
such taxes or charges as long as it contests the same in
good faith, if the lien of the Indenture will not be materially
endangered or any part of the Project subjected to loss. The
Lessee also agrees to pay the fees and expenses of the Trustee.

Modifications, Improvements, Additions and Removal

The Lessee may, at its own expense (unless Additional
Bonds shall be issued for such purpose by the County, at the
Lessee’s request), make additions, modifications or improve-
ments that do not materially decrease the value of the Project.
All such additions, modifications and improvements shall become
the property of the County upon the expiration or termination
of the Lease unless removed by the Lessee without damage to the
Project (or repair by the Lessee of any damage caused by such
removal). (Section 13.01 of the Lease).

The Lessee shall have the further privilege from time
to time, at its own expense and without damage to the Project,
of installing machinery, equipment, fixtures or personal property
which shall remain the property of the Lessee and which may be
removed at any time by the Lessee.

The Lessee may remove any item of equipment leased
from the County which i1t determines is inadequate, obsolete
or worn out, provided that either @@ such equipment is re-
placed by other equipment having equal or greater value, or
(b) the Lessee pays into the Bond Redemption Account created by
the Indenture the proceeds from the sale of such equipment or
scrap value thereof or trade-in value. No such payment into
the Bond Redemption Account need be made by the Lessee until
the amount of all such sales, trade-ins, or other dispositions
reported aggregate at least $100,000. (Section 13.04 of the
Lease).

Damage to the Project

Unless the Lessee has elected to exercise its option
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to purchase or It obligated to purchase the Project pursuant

to the provisions of Section 12.02 of the Lease, if, prior to
full payment of the Bonds (or provisions for payment thereof

having been made in accordance with the provisions of the In-
denture), the Project shall be damaged or partially or totally
destroyed, all net insurance proceeds resulting from loss

or damage exceeding $150,000 in the aggregate shall be paid to
the Trustee, whereupon

(1) the Lessee will proceed promptly to rebuild,
restore and repair the Project to at least the value thereof
immediately prior to such destruction, and

(2) the Trustee will apply so much as may be neces-
sary of the net insurance proceeds to the payment of the costs
of such rebuilding, restoration or repair.

In the event the net Insurance proceeds are insuffi-
cient, the Lessee will nonetheless complete the work and the
Lessee will pay the portion of the cost in excess of the amount
of such net proceeds.

Any balance of the net insurance proceeds remaining
after the payment of all costs shall be paid Into the Bond
Redemption Account created by the Indenture and used for the
redemption of Bonds.

Condemnation

Unless the Lessee is obligated to purchase the
Project pursuant to Section 11.02 of the Lease, in the event
that title to, or the temporary use of, any part of the Pro-
ject shall be taken under the exercise of the power of eminent
domain, any net proceeds received by the County and the Lessee
from any award in such proceeding will be paid to and held by
the Trustee, whereupon

(1) the Lessee shall either (a) promptly and dili-
gently restore and rebuild the Project to such condition as
shall be reasonable in view of the nature of the taking and
the then Intended use of the Project by the Lessee (without
diminution of the rentals otherwise payable under the Lease),
or (b) furnish the Trustee with a certificate executed by an
authorized representative of the Lessee that such restoration
and rebuilding is not required, and

(2) the Trustee will apply so much as may be neces-
sary of the net proceeds of such award (after the payment of
collection expenses) to the costs, if any, of such restoration
and rebuilding.

Any balance of the net proceeds of the award in such
eminent domain proceedings shall be paid into the Bond Redemp-
tion Account created by the Indenture and used for the redemption
of Bonds. If the Bonds have been fully paid (or provision
therefor has been made in accordance with the provisions of
the Indenture), all net proceeds shall be paid to the Lessee.
(Section 11.03 of the Lease.)
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Options to Purchase

The Lessee shall have the option to purchase the Pro-
ject (thereby terminating the Lease) prior to full payment of
the Bonds (or provision therefor having been made in accordance
with the provisions of the Indenture) upon the conditions set
forth in (4)(a)(ii) of the fifth full paragraph under the heading
"The Bonds” above. The purchase price shall be equal to the
sum of (1) the amount, if any, which when added to the amount
then held by the Trustee and available for such purpose will be
sufficient to redeem the outstanding Bonds in accordance with
the provisions of the sixth full paragraph under the heading
"The Bonds" above, plus (2) an amount equal to the Trustee’s fees
and expenses accrued and to accrue until final payment and re-
demption of the Bonds. (Section 22.02 of the Lease.)

The Lessee also has the option exercisable on or after
October 1, 1981 to purchase the Project for a price equal to the
sum of (1) the amount, if any, which when added to the amount
then held by the Trustee and available for such purpose will be
sufficient to redeem the outstanding Bonds in accordance with
the provisions of the third full paragraph under the heading
"The Bonds” above, plus (2) an amount equal to the Trustee’s
fees and expenses accrued and to accrue until final payment and
redemption of the Bonds, plus (3) the sum of $100.00. (Section
22.03 of the Lease.)

Upon compliance with conditions set forth in the Lease
the Lessee will have the option to purchase at any time or
from time to time any part of the unimproved land on which no
part of the industrial building or equipment leased from the
County other than transportation or u”'llty facilities Is lo-
cated. The proceeds derived from such purchase or purchases
will be deposited in the Bond Redemption Account. (Section
22.04 of the Lease.)

Obligations to Purchase

The Lessee is obligated to purchase the Project prior
to full payment of the Bonds (or provision therefor having
been made in accordance with the provisions of the Indenture)
upon the happening of any of the events set forth in the fourth
full paragraph under the heading "The Bonds"™ above and in (2)
and (4)(a)(l) of the fifth full paragraph under the heading
"The Bonds” above. The purchase price In any such event shall
be equal to the sum of (1) the amount, If any, which when
added to the amount then held by the Trustee and available for
such purpose will be sufficient to redeem the outstanding Bonds
in accordance with the respective provisions of the fourth and
sixth full paragraph under the heading "The Bonds" above,
plus (2) an amount equal to the Trustee’s fees and expenses
accrued and to accrue until final payment and redemption of
the Bonds. (Sections 22.01 and 22.02 of the Lease.)

Easements, Dedications, Annexation
Upon compliance with conditions set forth in the Lease

the Lessee shall have the right to cause the County, at any
time or from time to time, to (i) grant easements affecting
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the Project, (ii) to dedicate portions of the Project for
road, highway, and other public purposes, and (iii) to execute
petitions to have the Project or portions thereof annexed to
any municipality or included within any utility, highway or
other improvement or service district.

Default

The Lease provides that the happening of one or more
of the following events will constitute an “"Event of Default”:

(1) failure of the Lessee to pay when due the rentals
required to be paid under the terms of the Lease, continued
for a period of five days,

(2) assignment, mortgaging, encumbrance or sublet-
ting by the Lessee of the Project, the Lease or the Lessee’s
estate, except as permitted by the Lease,

(3) failure to observe and perform certain covenants
under the Lease,

(4) failure of the Lessee to observe and perform
any other of its covenants, conditions or agreements under
the Lease, continued for a period of 60 days (or such longer
period as might be required by the Lessee diligently to cure
such default) after written notice given by the County,

(5) certain events of bankruptcy, liquidation or
reorganization by the Lessee,

(6) breach of representation or warranty, and

(7) abandonment of the Project by the Lessee, if
the Project shall remain uncared for, for more than 30 days.

Remedies

Upon the happening of an Event of Default, the
County may,

(1) pursuant to 20 days’ notice to the Lessee,
terminate the Lease, thereby terminating the rights (but
not the obligations) of the Lessee under the Lease;

(2) re-enter and take possession of the Project,
with or without terminating the Lease, and hold the Lessee
liable for the rent and other payments due under the Lease
on each rental date; and

(3) after retaking possession of the Project and
whether or not the Lease has been terminated, re-let the
Project to another for the account of the Lessee, holding the
Lessee liable for all rent and other payments due up to the
effective date of such re-letting and for the difference in
the amounts payable by such new lessee (after payment of all
expenses of re-letting) and the amounts payable by the Lessee
under the Lease.

| 172



As an alternative to the collection of the rent and
other amounts due under the Lease (less the net proceeds of
any re-letting) from the Lessee on the due dates thereof, (or
if the Lease has been terminated, on the dates when the same
would have fallen due absent such termination), the County
may (i) declare an amount sufficient to redeem the outstanding
bonds to be immediately due and payable (but, under the United
States Bankruptcy Act, the claim provable in respect thereof
may be limited to one year’s rent in the case of the bank-
ruptcy of the Lessee and three years* rent in the case of the
reorganization of the Lessee), or (li) if the amount realized
by the Trustee would be greater, declare all installments of
rent and other amounts payable for the remainder of the term
of the Lease, less the fair net rental value of the Project
for the same period, to be immediately due and payable.

The Trustee, as assignee of the County’s rights
under the Lease, has the right to pursue the remedies accord-
ed to the County under the Lease.

Assignment and Merger

Under certain conditions the Lessee may assign the
Lease or sublet the Project, but such assignment or subletting
will not operate to relieve the Lessee of its primary liability
under the Lease. The Lessee may consolidate or merge with,
or transfer all or substantially all of its business and assets
to, another corporation which shall succeed to and be substi-
tuted for the Lessee under the Lease, provided that the survi-
ving corporation, after giving effect to such consolidation,
merger or transfer of business and assets, shall have a net
worth equal to not less than the net worth of the Lessee im-
mediately prior thereto.

M odification of the Lease

Pursuant to the provisions of the Indenture, the
Lease may be amended or modified only with the written approval
or consent of the holders of at least two-thirds of the prin-
cipal amount of all bonds then outstanding, except that amend-
ments, changes or modifications (1) required by the provisions
of the Lease and the Indenture or (2) In connection with (a)
the issuance of Additional bonds, or (b) the curing of am-
biguities or formal defects or omissions, or (c) in connection
with the release of real estate or equipment leased from the
County pursuant to the provisions of the Lease (see ”Options
to Purchase” above), may be made with the concurring consent
of the Trustee only.

THE GUARANTY AGREEMENT

The following Is a summary of certain provisions of
the Guaranty Agreement:

Obligations of Guarantor
The Guarantor unconditionally guarantees to the County

and the Trustee the full and prompt payment by the Lessee, as
and when the same shall become due and payable under the Lease,
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of all rents payable from time to time by the Lessee under the
Lease and, In the event of any failure to pay such rents so pay-
able, as and when the same shall become due and payable, the
Guarantor will pay upon proper notice to the persons entitled
thereto, amounts equal thereto, whether or not the Lease shall
have been terminated under bankruptcy or similar laws or other-
wise. The Guarantor also unconditionally guarantees to the Coun
ty and the Trustee the full and prompt payment and performance
by the Lessee of all its other covenants and obligations under
the Lease. |If Lessee fails to perform any condition or agree-
ment (other than payment of rent) contained in the Lease, the
Guarantor will upon proper notice perform or cause the Lessee to
perform such conditions or agreements.

Amendments to Guaranty Agreement

The Guaranty may not be amended by the parties thereto
without the consent of the Trustee. The Trustee may not consent
to any amendment without the consent of the holders of at least
two-thirds of the outstanding Bonds except (1) as required by
the Guaranty, the Indenture or the Lease or (2) in connection
with (a) the issuance of Additional Bonds or (b) the curing of
an ambiguity, formal defect or omission.

THE INDENTURE

The following is a summary of certain provisions of
the Indenture.

Application of Bond Proceeds

The proceeds from the sale of the Bonds shall be
applied as follows: the accrued interest will be deposited
in the Interest Account, which is the source of payment of
all interest thereafter accruing on the Bonds, and will con-
stitute a credit to the Lessee on the next succeeding pay-
ment or payments of rentals falling due under the Lease; the
amount of $ will be deposited in an Expense Account
for the payment of the expenses incurred in connection with
the issuance and sale of the Bonds; the sum of $

will be paid to the Lessee as the purchase price of the real
property and manufacturing facilities; and the balance of the
Bond proceeds will be deposited in a Construction Fund Account

held by the Depositary under a Construction Deposit Agree-
ment, and applied to the cost of acquiring, constructing and
equipping the Project. The Construction Deposit Agreement
prescribes the procedures and showings required for the dis-
bursement of moneys in the Construction Fund Account. (Sec-
tion 3-02 of Indenture.)

Upon completion of the Project, any surplus moneys
remaining in the Construction Fund Account will be paid
into the Revenue Account and will constitute a credit to the
Lessee on its next succeeding payment or payments of rentals
under the Lease. (Section 4.04 of Indenture.)

Application of Funds

The semi-annual rental payments derived from the
Project will be deposited in a special account maintained
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with the Trustee and designated the Revenue Account. Moneys
will be withdrawn by the Trustee from the Revenue Account
not less than three business days prior to each interest pay-
ment date on the Bonds and deposited (a) in the Interest
Account for the payment of interest on the Bonds falling due
on such interest payment date, and (b) in the Bond Retirement
Account for the payment of the principal amount of any Bonds
maturing on such interest payment date. (Section 4.03 of the
Indenture.)

A Bond Redemption Account is also created by the
Indenture, Into which all moneys earmarked for the redemption
of Bonds by any of the provisions of the Lease or Indenture
are deposited, and out of which is paid the principal of and
premium, if any, and interest on any Bonds called for redemp-
tion prior to maturity. (Section 5.01 of the Indenture.)

Investment

Any moneys held as a part of the Construction Fund
Account or in any of the accounts created by the Indenture
(except the Bond Redemption Account) shall, at the request of
the County and the Lessee (so long as the Trustee shall not
have knowledge of any default by the Lessee under the Lease),
be invested or reinvested by the Trustee in

él) obligations issued or guaranteed by the United
States of America;

(2) obligations issued by any person, corporation or
association controlled or supervised by and acting as an in-
strumentality of the United States of America pursuant to
authority granted by the Congress of the United States; and

(3) certificates of deposit where such certificates
of deposit are collaterally secured by securities of the type
described in (i) above held by a third party as escrow agent or
custodian, of a market value not less than the amount of the
certificates of deposit so secured, Including interest; or

(4) to the extent such investments are not prohibited
by law for investment of bond proceeds by the "ounty, certifi-
cates of deposit of banks or trust companies, Including the
Trustee, organized under the laws of the United States or any
state thereof, which have a combined capital and surplus of at
least $10,000,000.

Any moneys held as a part of the Bond Redemption
Account shall be invested or reinvested by the Trustee in
direct obligations of the United States of America maturing
not later than the date on which the Bonds for which such
moneys are held are redeemable.

Any Interest,profit or loss on any Investments made
by the Trustee shall be credited or charged to the Revenue
Account (and hence either constitute a credit to the Lessee
on the next succeeding rental payments under the Lease or an
additional charge to be made up by the Lessee, as the case
may be).
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Defaults and Remedies

Upon the occurrence of any of the following events,
the Trustee nay, and upon the written request of the holders
of not less than 25 percent in aggregate principal amount of
the Bonds then outstanding shall, declare the principal and
accrued interest on all outstanding Bonds Immediately due
and payable, subject to waiver of such default (except a
default in the payment of principal of or interest on the
Bonds) and recission and annulment of such declaration by the
holders of at least two-thirds in aggregate principal amount
of the Bonds then outstanding under the conditions stated in
the Indenture, if all sums due except unmatured principal
are paid and all defaults remedied:

(1) default in the due and punctual payment of any
principal of or Interest or premium on any Bonds;

(2) default in the performance of any other covenant,
condition or agreement of the County contained in the Inden-
ture or the Bonds, continued for a period of 60 days after
written notice given to the County by the Trustee, or to the
County and the Trustee given by the holders of not less than
25 percent in aggregate principal amount of the Bonds then
outstanding; and

(3) default by the Lessee under the Lease or the
Guarantor under the Guaranty Agreement and the continuance
of such default for the applicable period for the remedy
thereof.

Upon the occurrence of an Event of Default, the
Trustee may, and upon the written request of not less than
a majority in principal amount of the Bonds then outstanding
shall:

(1) take possession of the Project and operate
and manage the same, and

(2) pursue any available remedy to enforce the pay-
ment of the Bonds, including the bringing of a suit in equity,
the appointment of a receiver and foreclosure cn and sale
of the Project.

M odifications

The Indenture may not be modified or amended with-
out the approval of the holders of 66-2/3 percent or more
in principal amount of the Bonds outstanding, except

(1) to cure any ambiguity or formal defect or
omission,

(2) to grant to the Trustee additional rights for
the benefit of the holders of the Bonds,

(3) to subject, describe or redescribe any property

or collateral subjected or to be subjected to the lien and
pledge of the Indenture,
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(4) to qualify the Indenture under the Trust In-
denture Act of 1939, and

(5) in connection with the issuance of Additional
Bonds.

In any event, no such modification or amendment of
the Indenture shall be made which will

(1) permit an extension of the maturity of the
principal or interest on any Bond, or a reduction in the
amount of principal, interest or redemption premium,

(2) reduce the percentage of holders of Bonds re-
quired for consent to such supplemental indentures, or

(3) permit the creation of any lien prior to or
on a parity with the lien of the Indenture.

TAX EXEMPTION

In the opinion of Bond Counsel, interest on the Bonds
is exempt from all present Federal income taxes under existing
statutes and court decisions and existing regulations and rul-
ings of the Internal Revenue Service. The existence and con-
tinuation of such tax exemption is subject to two qualifica-
tions presently contained in Section 103(c) of the Code which
provides generally that interest upon the obligations of a
state or political subdivision thereof is not includable in
the gross income of the recipient and is therefore exempt from
Federal Income taxes. Section 103(c) thereof declares that
an “industrial development bond” (therein defined) shall be
treated as an obligation not described in Section 103(a).
While the Bonds fall within the definition of industrial de-
velopment bonds set forth in Section 103(c), paragraph (6)
of Section 103(c) continues tax exemption for certain indus-
trial development bond issues the aggregate authorized face
amount of which is $5,000,000 or less and, as applied to the
Bonds, provides in effect that in determining the aggregate
authorized face amount of the Bonds (an Industrial development
bond issue) there will be taken into account certain prior
issues of obligations outstanding as of the date of issuance
of the Bonds (the ”outstanding obligations”) if, among other
requirements, (a) the proceeds of the outstanding obligations
and those of the Bonds (whether or not the issuer of each
such issue is the same) are or will be used primarily with
respect to facilities located in the same incorporated muni-
cipality or located in the same county (but not in any incor-
porated municipality) and (b) the principal user of such fac-
ilities is or will be the same person or two or more related
persons (defined in Section 103(c)(6)(C) ). The face amount
of any such outstanding obligations at the time the Bonds are
issued will be taken into account in determining compliance
with the $5,000,000 limitation as if such outstanding obli-
gations were a part of the issue of Bonds. In addition, there
will be added to the face amount of such issue of Bonds the
aggregate amount of certain capital expenditures (financed
otherwise than out of the proceeds of outstanding obligations)
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with respect to the type of facilities mentioned above paid

or incurred during the six-year period beginning three years
before the date of such issue of Bonds and ending three years
after such date, as if the aggregate amount of such capital

expenditures during such six-year period constituted an addi-
tion to the face amount of the Bonds.

The second qualification with respect to tax exemption
presently contained in Section 103(c) is, in effect, that the
tax exemption accorded to industrial development bond issues
of less than $5,000,000 will not apply with respect to any
Bond for any period during which it is held by a person who
is a substantial user of the Project or a related person (as
defined in said subsection (c)).

The Lessee lias covenanted under the Lease that the
aggregate amount of (a) the principal amount of the Bonds and
(b) capital expenditures with respect to any land and interests
therein, buildings, structures, machinery, equipment and other
facilities of which the Lessee or a related person as defined
in Section 103(c)(6)(D) of the Internal Revenue Code of 1957
is the principal user and located within the corporate limits
of the County of Edgefield, as such corporate limit existed
at the date of issuance of the Bonds, paid or incurred during
the six-year period beginning three years before the date of
issue of the Bonds and ending three years after such date of
issue (and financed otherwise than out of the proceeds of the
Bonds), shall not exceed $5,000,000 or such lesser or greater
amount as may from time to time be permitted by federal statute
or regulations and which does not affect the exemption from
federal Income taxation of the interest paid on the Bonds.

LEGAL MATTERS

All legal matters incident to the authorization and
issuance of the Bonds are subject to the unqualified approving
opinion of Marvin W Leiter, Esq., Chicago, Illinois, Bond
Counsel and Messrs. McNair, Konduros & Corley, Columbia, South
Carolina, Bond Counsel and the approval of certain legal matters
by Messrs. , New York, New
York, Counsel to Star Fibers, Inc. and Allen Industries, Inc.

Copies of the approving opinions of Bond Counsel
will be available at the time of the delivery of the Bonds.

-15-
i 473



473



