MINUTES CF
Budge? and
Control Board
Kee+ing

/Novenoer |, IMTI



MINUTES OF BUDGET AND CONTROL BOARD MEETING

NOVEMBER 1, 1977

State Auditor William T. Putnam and Assistant State Auditor William
A. Mclnnis on this date completed a poll of the following Budget and Control
Board members on the item of business described below:
Governor James B. Edwards
Mr. Grady L. Patterson, Jr.
Mr. Earle E. Morris, Jr. (through secretary Abston)

Representative Tom G. Mangum
Senator Rembert C. Dennis

INDUSTRIAL REVENUE REFUNDING BONDS - CHESTER COUNTY - Budget and
Control Board members were advised that a Petition had been received from
Chester County requesting approval of the issuance of Industrial Revenue
Refunding Bonds on behalf of Springs Mills, Inc. in an amount sufficient
to refund the principal of the bonds outstanding from an original $35,000,000
Industrial Revenue Bond issue approved on January 9, 1968 by the Budget and
Control Board. The amount of the proposed issue is estimated to be $25,000,000.
The refunding is to be accomplished by the issuance by the County of the
Refunding Bonds and deposit of the proceeds thereof in an irrevocable escrow
deposit fund created pursuant to an escrow deposit agreement. The funds
deposited in the escrow deposit fund will be used to purchase United States
Treasury Certificates of Indebtedness, Notes and Bonds - State and Local
Government Series which, together with the interest to be paid thereon, and
the balance of the sum deposited, will be sufficient to pay the interest on
the outstanding bonds as they shall become due to and including the maturity
dates and to pay the principal of the outstanding bonds on such maturity dates.
The Budget and Control Board members polled were assured that the legal
documents pertaining to this issue had been reviewed by the O ffice of the
Attorney General and that satisfactory financial data had been received and

was, at the time of the poll, under review by the State Auditor's O ffice.



2 - 11/1/77

The Budget and Control Board members polled adopted a Resolution
approving the Chester County proposal to issue Industrial Revenue Refunding
Bonds in an amount presently estimated to be $25,000,000 on behalf of
Springs Mills, Inc., pursuant to 1976 Code Sections 4-29-10 et seq., and
particularly Code Section 4-29-110, subject to a satisfactory financial review.

(SECRETARY'S NOTE: Subsequent to the completion of the poll,
the State Auditor’s Office review of the financial information submitted
was completed with satisfactory results.)

Information relating to this matter has been retained in these

files and is identified as Exhibit I.
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(Office of the Attorney (General

KAREN LeCRAFT HENDERSON WADE hampton office building DANIEL R. McLEOD
ASSISTANT ATTORNEY GENERAL POST OFFICE BOX 11549 ATTORNEY GENERAL

COLUMBIA, S. C. 292H
TELEPHONE 803-758-3970

November 1, 1977

Hon. William T. Putnam

State Auditor

Wade Hampton State Office Building
Columbia, South Carolina 29211

Re: $25,000,000 Chester County, South Carolina,
Industrial Revenue Refunding Bonds, Series
1977 (Springs Mills, Inc. - Lessee)

Dear Mr. Putham:

Regarding the above-referenced bonds, we have reviewed
the Petition and other documents submitted to the State
Budget and Control Board for its approval pursuant to
Sections 4-29-10 et seq., CODE OF LAWS OF SOUTH CAROLINA,
1976, and particularly Section 4-29-110 thereof, and the
same appear, in our opinion, to be in order.

With kind regards,

Karen LeCraft Henderson
Assistant Attorney General

KLH;bbb



RESOLUTION
STATE OF SOUTH CAROLINA BUDGET AND CONTROL BOARD

WHEREAS, the County Council of Chester County (the
"County Council”) has petitioned the State Budget and
Control Board of South Carolina (the "State Board") seeking
the approval of the State Board to an undertaking by the
County Council pursuant to Act No. 103 of the General
Assembly of the State of South Carolina for 1967 (the

"Act"); and,

WHEREAS, the proposed undertaking consists of the re-
funding of Chester County Industrial Revenue Bonds (Textile
Series 1968) (the "Outstanding Bonds"), the proceeds of
which were used to acquire from Springs Mills, Inc.
("Springs") a parcel of land aggregating approximately 140
acres in Chester County and an industrial building, ma-
chinery and equipment located thereon, designed for the
manufacture of textiles and known as the Katherine Plant

(the "Project"); and,

WHEREAS, the Project is leased to Springs at a rental
sufficient to provide for the payment of the Outstanding
Bonds and costs and expenses resulting from the issuance

thereof; and,

WHEREAS, in order to refund the Outstanding Bonds, the
County Council proposes to provide for an issue of Re-
funding Bonds in an amount, presently estimated to be

$25,000,000, which would be sufficient to refund the
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principal of the Outstanding Bonds (together with any un-
paid interest thereon and any premiums, expenses, and
commissions necessary to be paid in connection therewith).
Such Refunding Bonds are to be payable from the rentals
derived from Springs and additionally secured by a Trust

Indenture; and

WHEREAS, the net proceeds from the issuance of such Re-
funding Bonds, except for a small amount of cash, will be
used to purchase United States Treasury Certificates of
Indebtedness, Notes and Bonds — State and Local Government
Series which will be held in escrow and irrevocably
pledged, together with the cash, to the payment of
principal and interest on the Outstanding Bonds as such
principal and interest become due and payable in accordance

with the terms thereof; and,

WHEREAS, a summary of the provisions of the Escrow
Agreement, the Lease and Agreement, Trust Indenture, and
Guaranty in connection with the refunding have been sub-

mitted and considered by this Board.

NOW THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND
CONTROL BOARD IN MEETING DULY ASSEMBLED:
1. It has been found and determined by the State
Board:
(a) That the statement of facts set forth in the
recitals of this Resolution are in all respects true and

correct;
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(b) That the County Council has filed a proper
petition to the State Board as required by the Act and has
established that Springs will pay as additional rentals, in
lieu of taxes, the sums prescribed by Section 6 of the Act;

(c) That the Project provides employment and is
of the benefit to Chester County and adjoining areas;

(d) That the Project promotes the purposes of the
Act;

(e) That the issuance of the Refunding Bonds is
in the public interest and for a public purpose and will
promote the purposes of the Act and is reasonably antici-

pated to effect such results.

2. On the basis of the foregoing findings, the pro-
posed undertaking of the County Council to issue the Re-
funding Bonds payable from the revenues to be derived from
the leasing of the Project to Springs, be and the same is

hereby approved.

3. Notice of the action of the State Board in giving
approval to the undertaking of Chester County above-
described shall be published in the Chester News and Re-
porter, which is a newspaper having general circulation in

Chester County.

4. The notice to be published shall be in form sub-

stantially as set forth in Exhibit A of this Resolution.

November 1, 1977



NOTICE PURSUANT TO ACT NO. 103 OF
THE ACTS OF THE GENERAL ASSEMBLY
OF SOUTH CAROLINA FOR THE YEAR 1967

Notice is hereby given that, following the filing of a
Petition by the County Council of Chester County (the "County
Council™) to the State Budget and Control Board of South
Carolina (the "State Board"), approval has been given by the
State Board to the following undertaking, viz.:

The refunding of Chester County Industrial Revenue Bonds
(Textile Series 1968) (the "Outstanding Bonds"), the proceeds
of which were used to acquire from Springs Mills, Inc. ("Springs")
a parcel of land aggregating approximately 140 acres in Chester
County and an industrial building, machinery and equipment
located thereon designed for the manufacture of textiles and
known as the Katherine Plant (the "Project"). The Project is
leased to Springs at a rental sufficient to provide for the
payment of the Outstanding Bonds and costs and expenses re-
sulting from the issuance thereof.

To refund the Outstanding Bonds, the County Council will
issue Refunding Bonds in an amount presently estimated to be
$25,000,000, which would be sufficient to refund the
principal of the Outstanding Bonds (together with any unpaid
interest thereon and any premiums, expenses, and commissions
necessary to be paid in connection therewith). Such Refunding

Bonds are to be payable from the rentals derived from Springs

and additionally secured by a Trust Indenture.



The net proceeds from the issuance of such Refunding
Bonds, except for a small amount of cash, will be used to
purchase United States Treasury Certificates of Indebtedness,
Notes and Bonds — State and Local Government Series which
will be held in escrow and irrevocably pledged, together with
the cash, to the payment of principal and interest on the
Outstanding Bonds as such principal and interest become due
and payable in accordance with the terms thereof.

In addition Springs has agreed to pay as additional
rentals to Chester County, the School D istrict, and all
other political units wherein the Project is located, in lieu
of taxes, such amounts as would result from taxes levied on
the Project by Chester County, the said School D istrict, and
the said other political units wherein the Project is situated,
if the Project were owned by Springs but with appropriate
reductions similar to the tax exemptions, if any, which would
be afforded to Springs 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
publication of this notice, challenge the validity of the
action of the State Board in approving the undertaking of the
County Council by action denovo instituted in the Court of

Common Pleas for Chester County.

THE STATE BUDGET AND CONTROL BOARD

B
Y Secretary
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The purpose of Lhif. ncnoranduo is co describe the
various features of the advance refunding transaction which

E. P. Hutton b Ccrpany has proposed to Springs Mills, Inc.

Until About Harch 15. 1958, the Ixitarnal Revenue Ser-
vice psmitt;2 local ard state ooveidntents to issue tar-
exeapt rev.-?rue bonds to finance industrial plants to Joe
leased to corporations. The a.-aounfcs to be financed could
be in uuliuited ar.o-ar.is providing the proceeds were applied
to certain capital expenditures. Thus, on .March 15.
Chester County, South Carolina issued 535 trillion of tax-
axesspt Industrial .Revenue iJonris (Textile. Series 1563) due
March 1, 1993. 7«Ftcr this issue, IXS (and Congress)
cl/'\"mrated urliaited financing of this nature. However,
rs a result of n n'3j.ng received by Ge.trrgia-Pacxfic Corpo-
t.ttioa ih April 1977 from the 1115 that company and others
uave ungaged in “advance refundings’ of industrial revenue

eor.de. *

As of today, the principal Amount of the 1968 issue

* Hutton has recently assisted such cc»p*-r.-sf orss os Airco,
irchcr*hi'dlard-uariials, SaiflLon Purir.<O;-p v. m acd r.c=pxta2

MicT
transactions non short!*/ vili assist. Kaiors Cass Coiteration
a veil.


%e2%80%a2or.de

Pdcir ,>;tC-ber 26, 1977

kas reduced to $23,325,000, its. v.-xage rituaining lix

?» 9.855 yaaru, ?«xi if.-; average inte st rate is 5.75%.

Huttcn J** pxopcstsa. that the County issue a new tax-
"tsrrt issue -x the .uaouat ox approximately -15,000,000
which uvould bear -in interest rate, moer today’s narkrrfc
conditions, in. true area of 6 3/2%. This issue would have a
maturity of 30 years and an averages life of 28 years. ihss
proceeds of this new advance returning issue wH; he
invested at the closing in special issues of 1. 5. Govem-
~snt Beads and these investserts placed irrevocably in an
escrow noepunt in wrick the principal and. interest earned.
thereon are piedeed to the repayment of the IS6S issue as
itd principal and .interest payments bccoffle due. Also, upon
the closing, ne believe that vc would be pemitted ro re—
}?0ovc the 1968 ipf.ue frees our balance 8l«eet and substitute
the ref-andi,.g issue for it. Irsnaxx as the 1968 issue
would he then backed by u. 5. t-overment bonds, they win

be upgraded tn Aah/JUUK by the ran re agencies.

JixhibiL 2 attached hereto ftetb forth the tssuaqptious
discussed drove as well «m a nu.i&ttr Oi the iasnefitB of

chia transaction to Springs Mills. Me believe the na”or

benefits arc:

{).) Ipring3 bills nay naintaxn capital
funds borrowed at a tar.-exerpt rate

——————————————— «-Nn— ~ -1 1 --rw
next 23 years as ccrpared to the
S.H55 vears for the 2958 incur cur-
rently outstanding.
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«2) The principal orcuut or the new
{?72,099,400) is dcomxir.atft\ r $525,109
less than the principal auoh.t --t zr.s
catsta.-xiing issue because of the rrbi-
teacrs gam between the 5.75% 196$% issue
and the interest rate oa the special
idSrucs of u. 5. Govemasent Bonds. This
~Aj25,C00 difference wifi result m a
saall extraordinary gain for too?, pur-
poses for 1977, and will, create a tax
liability for future years.

(3 The present value of after-tax cash
flew saving;} with the refunding issue
at 4 discount rate of 101 is ehtinatec
to ee £6,310,CO00. These savings arise
because the sinking fund payser.ts on
the saw issue eomx-nce in 1997, whereas
the sirkihj fund payuants on the 1963

(4) Total interest savir.gs ever the text
30 years, aseming that principal re-
payments on the 1965 issue wvre re-
financed at an zsasur&d corporate borrow-
ing rats of 2 3/31 as eomarod with a
iifflilax refinancing or the principal
rttaytienhs of the rew issue which’would
start in 1997, total $8,735,243.

The sere issue voild be in the fora of a United offering
-0 a selected rsirtber oi sophisticated institutionsi investors
fatten eupectB that tix; issue would > planed with Approxi-

mately seven to ten such investors.

button rtsi‘“eV?2. tiit it will X? helpful to establish

uringa Hill:." rno - with potent<4 invesuers in order to
cc rc the t.t:. .r-t.-. . ..-tire-- --.ts nnd .tatu: .t>.
he j968 mm.:e <..r.f. paur iloodys' T;;vcstcrr Services

n 1J68, .er>c tt* Covcany has ;.ot sought - r,»r»-j
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&as«js2 on a p.-rpli-n-ir*-y review of naterial uur-plivd by the
»IV-it— ‘llituton reco.~~>;;.i- that a fern?.1 picount*tid« m
Ktatie to belLb Moodys and Stajulard & Poors Corporations in
order io receive it least a ’aa/3B3 racings on tie pro-

posed advance rofunding issue-

We believe it would be pgnrient for Springs Mills tO

nxccsad as raridlv au possible to accomplish this financing.

Ha understand that there is a regularions project. underway
At the Internal r.everue Service to review Advance refunding
of industrial revenue dovelopsaat fccner.. it is possible
that Lee 113 could taka action in tnts future to liait the
attracciveness oz advance refunding, either by reducing
tne Tacturit.y and average life of a refunding issue or to
restrict severely the circumstances under which Jfc nay
take place. Purtherrore, Earton advises that the municipal
bond naxket, which until appmxuaateiy three wee<s ago cad

been strong and stable, tas deteriorated somewhat recently.
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FINANCIAL SUMMARY

Gctob<;r 75,

A5S.1H" w?:?XS
IT TcTra oft ycar3
2. Interest Rato 6.17 St
3 si'-i.mg Fund Starts in 12/15/97 to retire
A Fcfuvldino Us-uc dated 12/15/77.
print 1

?UI>Iandir|£ _

. rc-rosed. efundlr]g | smjc

2 inrijuu Pcductj?n
accrues? rN ?2rm ~ capita U sed in rliuneikg issue

PRESENT VALUE OF AFTER-TAX CASK FLOW

savi\CI cIHL

bis.sunt Talf

Htr refunding issue

TEARS

Lite

TVTAL INTEREST SAVINGS OVER HVXT Tv
ASSiiHi: € PRINCIPAL PAYKENIS ART: REPjXAUC'E
i ‘1 RWu
el uc -
LUL. :
“CuC"La:;Cirg Ik-ntis
Piope s=3 Refunding luauc
Percent Increase in Average
AVERAGE COUPON
Cutstatiding Bonds
Proposed Refunding Issue

107 7

NTT ORJ.I.THAH1
$25,523.CO0
25.030.C0O0
5 h«>Q43
50,310,000
$ t5,735,24 5
8.36 yeais
28 @0 yealis
216%
5,7SQ%
6,3751
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STATE OF SOUTH CAROLINA
COUNTY OF CHESTER

TO THE STATE BUDGET AMD CONTROL
PETITION

)
)
BOARD OF SOUTH CAROLINA )

Petition of the County Council of Chester County ("the
County Council” and the "County", respectively) pursuant to
Act No. 103 of the Acts of the General Assembly of the
State of South Carolina for the year 1967 (the "Act") [Code
of Laws of South Carolina, 1976, 84-29-10, et seq], respect

fully shows:

1. The County Council is the governing body of Chester
County and was so constituted by Articles 1 and 7 of Chap-
ter 9, Title 4, Code of Laws of South Carolina, 1976 [Code
of Laws 84-1-10 et seq and 84-9-610 et seq], and as such it
is the "County Board" referred to in the Act. Code of Laws

§4-29-10(2).

2. The Act authorizes and empowers the County Council,
if it shall comply with the provisions set forth in the
Act, to acquire land, buildings, and other improvements
deemed necessary, suitable, and useful as an industrial
plant; to lease the same; and, to finance the acquisition
of the same through the issuance of bonds payable from and
secured by a pledge of the revenues to be derived from such

project.
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3. In furtherance of the stated purposes of the Act
and in compliance with the provisions of the Act, the
County, in 1968, issued $35,900,000 Industrial Revenue
Bonds (Textile Series 1968) (the "Outstanding Bonds") pur-
suant to the Act and used the proceeds from such issue to
acquire an industrial plant, known as the Katherine Plant,
for the manufacture of textiles (the "Project"); the Pro-
ject was then leased to Springs Mills, Inc., a South

Carolina corporation ("Springs").

4. In connection with undertaking the Project, the
County Council (formerly styled by laws as the Board of
County Directors), by resolution adopted January 2, 1968,
authorized the filing of its Petition to the State Budget
and Control Board ("State Board") for approval of the Pro-
ject, as required by the Act which petition included a
brief description of the Project and its anticipated effect
upon the economy of the County and a reasonable estimate of
the cost of the Project, a copy of which petition is at-
tached hereto as Exhibit A and incorporated herein by refer
ence. On January 9, 1968, the State Board, by resolution,
gave its approval to the Project, to the lease of the Pro-
ject to Springs, and to the financing of the Project by the
issuance by the County of the Outstanding Bonds, which re-
solution is attached hereto as Exhibit B and incorporated

herein by reference.

5. Pursuant to the terms of the lease between Springs

and the County, Springs has made lease payments which have
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provided funds for the reduction of the principal amount of
$35,000,000 of the Outstanding Bonds to the presently out-
standing amount of $25,325,000, which amoun*: is the amount

of the Outstanding Bonds to be refunded.

6. The Act provides that any bonds issued thereunder
may, at any time, be refunded by any county issuing same,
but only with the prior approval of the State Board, by the
issuance by any such county of its refunding bonds in such
amount as the county board of such county may deem neces-
sary but not exceeding an amount sufficient to refund the
principal of the bonds to be refunded, together with any
unpaid interest thereon and any premiums, expenses, and
commissions necessary to be paid in connection therewith.
The Act further provides that any such refunding may be
effected, whether the bonds to be refunded have matured or
shall thereafter mature, by the sale of the refunding bonds
and the application of the proceeds for the payment of the

bonds to be refunded. Code of Laws 84-29-110.

7. Pursuant to the Act, the County Council proposes to
issue its Industrial Revenue Refunding Bonds (the "Re-
funding Bonds"™) in an amount sufficient to refund the
principal of the Outstanding Bonds (together with any un-
paid interest thereon and any premiums, expenses, and com-
missions necessary to be paid in connection therewith), pre

sently estimated to be $25,000,000 (such amount cannot be



Page Four

fixed precisely until an interest rate on the Refunding
Bonds has been determined and agreed to by the County
Council). In general terms, such refunding will be accom-
plished by the issuance by the County of the Refunding
Bonds and the deposit, for investment and use as herein-
after described, of the proceeds thereof, net of expenses
and commissions necessary to be paid in connection with the
issuance of the Refunding Bonds, in an irrevocable escrow
deposit fund created pursuant to an escrow deposit agree-
ment (the "Escrow Agreement"). The funds deposited in the
escrow deposit fund, except for a small amount of cash,
will be used to purchase United States Treasury Certifi-
cates of Indebtedness, Notes and Bonds — State and Local
Government Series ("Federal Securities"). The Federal
Securities, together with the interest to be paid thereon,
and the balance of the sum deposited, will be sufficient to
pay the interest on the Outstanding Bonds as the same shall
become due to and including the maturity (or mandatory
sinking fund) dates, and to pay the principal of (whether
at maturity or upon mandatory sinking fund redemption) the
Outstanding Bonds on such maturity (or mandatory sinking

fund) dates.

8. The Refunding Bonds will be issued by the County

pursuant to a trust indenture (the "Trust Indenture"),
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under the terms of which the Refunding Bonds will be
secured by a pledge of all revenues derived by the County
from the sale, lease, or other disoosition of the Project
pursuant to a leasing arrangement (the "Lease and Agree-
ment") with Springs, which Lease and Agreement will require
semi-annual rental payments in amounts equal to the
maturing installments of principal of and interest on the
Refunding Bonds. Neither the Refunding Bonds nor the inter-
est coupons appertaining thereto will constitute an indebt-
edness of the County within the meaning of any provision of
the State Constitution or any statutory limitation, and
will never constitute or give rise to a pecuniary liability
of the County or a charge against its general credit or

taxing powers.

9. In connection with the issuance of the Refunding
Bonds, the County Council, by resolution adopted October
31, 1977, has found and determined as follows:

(a) The issuance of the Refunding
Bonds is in the public interest and
for a public purpose and will sub-
serve the purposes of the Act;

(b) The Refunding Bonds will give
rise to no pecuniary liability of
the County or a charge against its
general credit or taxing power;

(c) The Refunding Bonds will be
issued in an amount sufficient to
refund the principal of the Out-
standing Bonds (together with any
unpaid interest thereon and any
premiums, expenses, and commissions
necessary to be paid in connection
therewith), presently estimated to
be $25,000,000;
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(d) Refunding of the Outstanding
Bonds will be in the best interests
of the holders of such Bonds in
that the Federal Securities (and
interest earned thereon) will be
held in screw and irrevocably
pledged to the payment or the
principal and interest on such
Bonds as such principal and inter-
est become due and payable in
accordance with the terms of such
Bonds;

(e) The proposed leasing arrange-
ment will obligate Springs uncondi-
tionally to pay the amount neces-
sary to provide the annual payments
of principal and interest to become
due on the Refunding Bonds, and to
pay other costs in connection there-
with, and will contain an appro-
priate provision requiring Springs
to pay, in lieu of taxes, such
amounts as would otherwise be paid
if Springs owned the Katherine
Plant;

(f) It is not deemed advisable to
establish any reserve funds in con-
nection with the retirement of the
Refunding Bonds and the maintenance
of the Katherine Plant; and,

(90 The terms under which the
Katherine Plant is to be leased to
Springs will provide that Springs
shall maintain the Katherine Plant
and carry all proper insurance with
respect thereto.

Escrow Agreement, the Lease and Agreement, the Trust

ture,
under

of and

interest on the Refunding Bonds,

as Exhibit C and incorporated herein by reference.

A general summary of the terms of the proposed

Inden-

and a Guaranty Agreement from Springs to the trustee
the Trust Indenture guaranteeing payment of principal

is attached hereto
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Upon the basis of the foregoing, the County Council

respectfully prays:

THAT the State Board accept the filing of the Petition
presented herewith; that, as soon as practicable, it make
its independent investigation of the proposed refunding and
of the terms and provisions of the Escrow Agreement, the
Lease and Agreement, and the Trust Indenture, and the
Guaranty Agreement as it deems advisable; and, that there-
after it find that the proposed refunding will promote the
purposes of the Act, that it is reasonably anticipated to
effect such result, and that it approve the refunding on
the basis of such findings and authorize a published notice
of its approval in the manner set forth in Section 14 of

the Act. Code of Laws 84-29-140.

Respectfully submitted,
COUNTY COUNCIL OF CHESTER COUNTY

(Seal)

A ttest:

Secretary



RESOLUTION
EXHIBIT B

STATE OF SOUTH CAROLIHA BUDGET AND CONTROL BOARD

WUERFAS, the Board of County Directors of Chester County
(the County Board) has petitioned the State Budget and Control Board
of South Carolina (the State Board) seeking the approval of the
State Board to an undertaking by the County Board pursuant to Act
No. 103 of the General Assembly of the State of South Carolina for
1967 (the Act); and

WHEREAS, the proposed undertaking consists of the acquisi-
tion from Springs Hills, Tnc. (Springs) of a parcel of land,
aggregating approximately 140 acres in Chester County, located at
tiic intersection of South Carolina Road No. 9 and No. 12-56, together
with an industrial building, machinery and equipment located thereon
aid designed to produce at full production approximately 640,COC
yards oi sheeting per week, (the Project) ; and

WHEREAS, the Project will employ approximately 475 persons
with an annual payroll of about $2,700,000; and

WHEREAS, the Project is to be leased to Springs at a rental
sufficient to provide for the payment of the bonds of Chester County
hereafter referred to, and costs and expenses resulting from the
issuance thereof, and

WHEREAS, in order to finance the Project, tie County Board
proposes to provide for an issue of $35,030,000 Industrial Revei.ue

Bonds (Textile Series 19&H) payable from the rentals derived fr<v.!



Springs and additionally secured by a Trust Indenture; and
WHEREAS, drafts of the Acquisition Contract, Lease and
Agreement, and Trust Indenture between Chester County and Springs

have been submitted and considered by this Board,

NOW THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND
CONTROL BOARD IN MEETING DULY ASSEMBLED:
1. It has been found and determined by the State Board:

(a) That the statement of facts set forth in the
recitals of this Resolution are in all respects true and correct,

(b) That the County Board has filed a proper petition
to the State Board establishing a reasonable estimate of the cost
of the Project, a general summary of the terms and conditions of
the Acquisition Contract, Lease and Agreement, and Trust Indenture
to he made by the County Board and has established that Springs will
pay ns additional rentals, in lieu of taxes, the sums prescribed by
Section 6 of the Adct,

(c) That the Project will provide employment in its
operation, and will be of benefit to Chester County and adjoining
areas,

e(d) That the Project is intended to promote the
purposes of the Act and is reasonably anticipated to effect such

results.



2. On the basis of the foregoing findings, the proposed
overtaking of the County Board to acquire the Project, to lease
he same to Springs and to finance the cost thereof through the
ssuance of Bonds payable from the revenues to be derived from the
peration of the Project and additionally secured by the said Trust
ndenture, be and the same is hereby approved.

3. Notice of the action of the State Board in giving
pproval to'the undertaking of Chester County above-described shall
e published in the Chester News, which is a newspaper having general

irculation in Chester County.
4. The notice to be published shall be in form substantial”

is set forth as Exhibit A. of this Resolution.

tsf ‘m



Exhibit C

SUPPIARY OF DOCUMENTS

Following is a summary of the Escrow Agreement, Lease
and Agreement, Trust Indenture and Guaranty Agreement referred
to in the Petition to which this Exhibit is attached. Terms
defined in the Petition will be used herein with the same
meaning.

Escrow Agreement: Pursuant to the Escrow Agreement among the
County, Springs and a bank or trust company to be designated
(the "Escrow Agent"), the County will deposit the proceeds from
the sale of the Refunding Bonds with the Escrow Agent to be
used to purchase the Federal Securities and to be held as
uninvested cash. The uninvested cash, the Federal Securities,
as the same mature, and the income and interest earned thereon
will be sufficient, and will be applied by the Escrow Agent,

to pay the principal of and interest on the Outstanding Bonds
as the same become due.

The Escrow Agent shall have no power to sell, transfer,
otherwise dispose of or request the redemption of the Federal
Securities or to substitute therefor any other obligations.
The escrow created pursuant to the Escrow Agreement
shall be irrevocable and the holders of the Outstanding Bonds
shall have an express lien on all moneys and Federal Secu-
rities held by the Escrow Agent until paid in accordance
with the Escrow Agreement. The escrow Agreement shall
terminate when all of the Outstanding Bonds and coupons
appertaining thereto have been paid in accordance with the

provisions of the Escrow Agreement. If any Outstanding Bonds



or coupons are not presented for payment when due and
payable, the nonpayment thereof shall not prevent the
termination of the Escrow Agreement. AIl moneys or Federal
Securities held in escrow at termination and not needed
for the payment of the principal of or interest on any
of the Outstanding Bonds shall be transferred to Springs.
Lease and Agreement: The County and Springs will either (i)
enter into a leasing arrangement (the "Lease™) or (ii) amend
the Lease and Agreement presently existing between the County
and Springs and referred to in Exhibit A to the petition (the
"Qutstanding Lease"). In either event, the County will
agree to lease and rent the Project to Springs and Springs
will agree to lease and rent the same from the County. If the
Lease is entered into, it will become effective upon delivery
and the Lease term shall commence upon the termination of the
Outstanding Lease, but in no event later than March 1, 1993.
A lternatively, the Outstanding Lease may be amended to extend
its term. In either event, the leasing arrangement will
continue at least to the date of final maturity of the
Refunding Bonds, unless sooner terminated as described below.
The rents payable under the Lease or the amended
Outstanding Lease, (hereinafter collectively referred to as
the "Lease and Agreement”), subject to certain credits as therein
provided, will equal the payments of interest, principal and sinking
fund installments due with respect to the Refunding Bonds.
No further payments of such rents need be made when and so
long as the amount in the Bond Fund, established pursuant to

the Trust Indenture, is sufficient to pay the interest on



and principal of the Refunding Bonds. Rent will be paid by
Springs directly to the Trustee.

The Lease and Agreement will provide that Springs will
keep the Project in good repair at its own cost. Springs
will also be required to take out and maintain at its own
expense insurance against fire and certain other risks. In
the event of damage to or destruction of the Project, or if
the Project is taken or condemned under power of eminent
domain in whole or in part, Springs' obligation to pay rent
will not be abated in any respect. Any proceeds received
in such events will be used to repair, restore, relocate,
modify or improve the Project or to redeem the Refunding
Bonds.

Under the Lease and Agreement, Springs shall have the
option to purchase the Project: (1) under certain condi-
tions that allow the Refunding Bonds to be redeemed; or (2)
at any time after the full payment of the Refunding Bonds,
or after provision for the payment thereof has been made.

In case of purchase of the Project pursuant to (1)
above, the purchase price will be a sum sufficient to redeem
all Refunding Bonds then outstanding and to pay all reasonable
and necessary fees and expenses of the Trustee and any paying
agent accrued and to accrue through final payment of the
Refunding Bonds. In case of purchase of the Project pursuant
to (2) above, the purchase price shall not exceed $100.00.

In compliance with Section 6 of the Act, the Lease

and Agreement provides that Springs is required to make
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payments to the County, school district or districts, and

other political units wherein the Project is located in lieu

of taxes, in such amounts as would result from taxes levied on the
Project by such County, districts or political units, if the Project
were owned by Springs, but with appropriate reductions similar

to the tax exemptions, if any, which would be afforded to

Springs if it were the owner of the Project. The County

agrees to cause the Project to be valued, rates applied to

such values and statements of such to be sent to Springs as

if the Project were so owned by Springs. Springs agrees to

pay all such payments in lieu of taxes as long as required

by law.

Trust Indenture: The Trust Indenture authorizing and

providing for the issuance of the Refunding Bonds will be

entered into by the County and a bank or trust company to be
designated (the "Trustee").

Under the Trust Indenture, all of the income and revenues
derived by the County under the Lease and Agreement from the
lease of the Project or from the sale or other disposition of
the Project are pledged for the payment of the principal of and
interest on the Refunding Bonds.

A Bond Fund, into which the rental payments derived
under the Lease and Agreement and certain other amounts specified
in the Indenture will be deposited, will be maintained with the
Trustee. While any Refunding Bonds are outstanding, moneys in
the Bond Fund will be used solely for the payment of the
principal, premium, if any, and interest on the Refunding Bonds

and for the redemption or purchase for cancellation of Refunding

Bonds prior to maturity.



Neither the Refunding Bonds nor the interest coupons
appertaining thereto will constitute an indebtedness of the
County within the meaning of any provisions of the State
Constitution or any statutory limitation, and will never
constitute or give rise to a pecuniary liability of the County
or a charge against its general credit or taxing powers.

The Trust Indenture contains customary covenants on the
part of the County with respect to payment of principal and
interest, inspection of Project books, and related matters,
as well as customary provisions for bondholders' remedies,
trustees' duties and amendment of the Trust Indenture.

The Guaranty: Pursuant to the Guaranty, Springs will
unconditionally guarantee to the Trustee for the benefit of

the holders of the Refunding Bonds and the interest coupons
appertaining thereto (1) the full and prompt payment of the
principal of, and premium, if any, on any Refunding Bond when and
as the same shall become due, whether at the stated maturity
thereof or by acceleration or call for redemption or otherwise,
and (2) the full and prompt payment of any interest on any
Refunding Bond when and as the same shall become due. The
Guaranty will remain in effect until the entire principal of

and interest on the Refunding Bonds shall have been paid in full or
provision for the payment thereof has been made in accordance

with the Trust Indenture.



WIIERFAS the State of South Carolina has determined by
Act No. 103 of the General Assembly of the State of
South Carolina for 1967 (the "Act") [Code of Laws of
South Carolina, 1976, 84-29-10 et seq] that it is in
the public interest to utilize industrial revenue bond
financing to induce manufacturing enterprises to locate
and to remain in the State and to authorize the refund-
ing of Sny such industrial revenue bonds issued under the
Act; and,

WHEREAS in 1968 Chester County (the "County"™) issued
its Industrial Revenue Bonds (Textile Series 1968)

(the "Outstanding Bonds") in the principal amount of
$35,000,000 to finance the construction and equipping
of an industrial plant for the manufacture of textiles,
known as the Katherine Plant, which Plant thereafter
was leased to Springs Kills, Inc. ("Springs") and the
operation of which thereby provided employment to
approximately 650 inhabitants of the State; and,

WHEREAS lease payments to date made by Springs have
provided funds for the reduction of the principal
amount of such Outstanding Bonds from $35,000,000

to the presently outstanding amount of $25,325,000;
and,

WHEREAS Section 11 of the Act [Code of Lavzs of South
Carolina, 1976, 84-29-110] provides that any industrial
revenue bonds issued under the Act may be refunded by any
county issuing same, but only with the approval of the
State Budget and Control Board being first obtained, by
the issuance by any such county of its refunding bonds
in such amount as the county board of such county may
deem necessary, but not exceeding an amount sufficient
to refund the principal of the bonds to be refunded
together with any unpaid interest thereon and any
premiums, expenses, and commissions necessary to be
paid in connection therewith; and,

WHEREAS Springs has sought the agreement of the County
Council of the County to issue Industrial Revenue
Refunding Bonds (the "Refunding Bonds") in an amount
sufficient to refund the principal of the Outstanding
Bonds (together with any unpaid interest thereon

and any premiums, expenses, and commissions necessary

to be paid in connection therewith), presently esti-
mated to be $25,000,000; to enter into a leasing arrange-
ment pursuant to which the Katherine Plant would continue
to be leased by Springs at semi-annual rental payments

in amounts equal to the maturing installments of princi-
pal of and interest on the Refunding Bonds (such leasing
arrangement to contain an option permitting Springs

to purchase the Katherine Plant at a price not to exceed
$100 when the Refunding Bonds shall have been paid);

and, to assume such other obligations as are required

by the provisions of the Act; and,



WHEREAS the proceeds from the issuance of such Refunding
Bonds will be used to purchase United States Treasury
Certificates of Indebtedness, Notes and Bonds—State
and Local Government Series (the "Federal Securities™)
vhich will be held in escrow ana irrevocably pledged to
the payment of principal and interest on the Outstanding
Bonds as such principal and interest become due and
payable in accordance with the terms thereof; and,

WHEREAS it is appropriate at this time to authorize the
filing of a petition on behalf of the County Council of

the County in connection with the proposed issuance

of the Refunding Bonds to provide funds for the refunding
of the Outstanding Bonds, together with any unpaid interest
and expenses and commissions necessary to be paid in con-
nection therewith.

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

(1) It is hereby found and determined as follows:

(@) The issuance of the Refunding Bonds
is in the public interest and for a
public purpose and will subserve the
purposes of the Act;

(b) The Refunding Bonds will give rise to
no pecuniary liability of the County or
a charge against its general credit or
taxing power;

(c) The Refunding Bonds will be issued in
an amount sufficient to refund the
principal of the Outstanding Bonds
(together with any unpaid interest
thereon and any premiums, expenses,
and commissions necessary to be paid
in connection therewith), presently
estimated to be $25,000,000;

(d) Refunding of the Outstanding Bonds will
be in the best interests of the holders
of such Bonds in that the Federal
Securities (and interest earned thereon)
will be held in escrow and irrevocably
pledged to the payment of the principal
and interest on such Bonds as such
principal and interest become due and
payable in accordance with the terms
of such Bonds;



() The proposed leasing arrangement will
obligate Springs unconditionally to
pay the amount necessary to provide
the annual payments of principal and
interest to become due on the Refunding
Bonds, and to pay other costs in con-
nection therewith, and will contain
an appropriate provision requiring
Springs to pay, in lieu of taxes, such
amounts as would otherwise be paid if
Springs owned the Katherine Plant;

(f) It is not deemed advisable to establish
any reserve funds in connection with the
retirement of the Refunding Bonds and the
maintenance of the Katherine Plant; and,

(9) The terms under which the Katherine Plant
is to be leased to Springs will provide
that Springs shall maintain the Katherine
Plant and carry all proper insurance with
respect thereto.

(2) The petition on behalf of the County Council to
the State Budget and Control Board of South Carolina, in
substantially the form submitted to this meeting, is hereby
approved, with such modifications, additions, or deletions
therein as may be approved by the County Attorney; and, the
Chairman and the Secretary are each hereby authorized to
execute such petition and to cause the same to be filed with
such State Board and to do such other acts and things as
may be necessary or desirable in connection therewith.

(3) The Chairman and the Secretary are each
authorized to proceed with the preparation and/or execution
of such additional documents and papers as, in the opinion
of the County Attorney, may be necessary or advisable in
connection with the transactions above set forth and to do
any and all other acts and things which they may deem
necessary or advisable in connection with the foregoing.

Director _ _ >ffered the above
resolution., apd his motion was duly seconded by Director
X* A) ' (fctt and was unanimously adopted by

the members of the County Council.



CERTIFICATION

I hereby certify that the foregoing Resolution was duly
coopted at a meeting o the County Council of Chester
County, South Carolina, held on 1977, at
which meeting all members were present; tnat the original
Resolution is incorporated in the permanent records of
said meeting; and, that the foregoing is a true and
correct copy thereof.



CERTI FICATION

I, Dan M. Byrd, Jr., Secretary of Springs Mills, Inc.
hereby certify that the following resolutions were duly
adopted at a meeting of the Board of Directors of Springs
M ills, Inc. held on October 27, 1977, at which a majority
of the members of the Board were present, that the resolu-
tions are incorporated in the permanent records of the
meeting, and that the following is a true and correct copy

thereof:

RESOLVED: That the appropriate officers of the
Company are authorized to agree with the County
Council of Chester County for the issuance of
refunding revenue bonds to provide funds for
the refunding of the outstanding bonds of the
$35,000,000 Chester County, South Carolina
Industrial Revenue Bonds (Textile Series 1968),
such issue of refunding revenue bonds to be in
a principal amount of approximately $25 million
and to include such terms, rate of interest,
and other provisions as the Executive Committee
of this Board may deem proper; and,

RESOLVED FURTHER: That in the event such officers
agree with the Chester County Council as aforesaid,
such officers are authorized to enter into a leas-
ing arrangement with Chester County pursuant to
which the Katherine Plant would continue to be
leased by the Company from Chester County at
semi-annual rental payments in amounts equal to the
maturing installments of principal of and interest
on such refunding revenue bonds (such leasing
arrangement to contain an option permitting the
Company to purchase such plant at a price not to
exceed $100 when the refunding revenue bonds

shall have been paid), and to assume such other
obligations as are required by the provisions of
The South Carolina Industrial Revenue Bond Act

of 1967, [Code of Laws of South Carolina, 1976,
§4-29-10 et seq]; and,



RESOLVED FURTHER: That such officers of the
Company are authorized to proceed with the
preparation and execution of such documents
and papers as counsel may deem necessary or
advisable in connection with the foregoing
transaction and, to do any and all other
acts and things and to execute personally
or by attorney any and all other documents
which they may deem necessary or advisable
in connection with the foregoing.

IN WITNESS WHEREOF, | have hereunto set my hand and
affixed the seal of Springs Mills, Inc., this 31st day of

October, 1977.

(Corporate Seal)



EXHIBIT A

» (v SOUTH CAHOLIKA

. 0 CHESTER

‘w. el onj: A0 COAiAQ,

BOARD OP SOUTH CAROLINA PETITION

Petition of the Board of County Directors of Chester County
(i-l.c "County' Board"), pursuant to Act Ko. 103 of the Acts of the General
‘v of the State of South Carolina for the year 1967, respectfully
hows:

1. The County Board is the governing body of Chester County
v.us so constituted by the statute now codified as Article 2, Chapter
*Itie 14, Code of Laws of South Carolina, 1962, as amended, and as
i. is the ’County Board" referred to in Act No. 103 of the General

; .aly enacted at the 1967 Regular Session (the "Act").
2. The Act authorizes and empowers the County Board, if it
11 co .ply with the provisions set forth in the Act, to acquir. laud,
and other' .improvements deemed necessary, suitable and useful
<m industrial plant; to lease the same; and to finance the a.cg isi-

kju of the same through the issuance of bonds payable from and secured

*a jdr.,-,- of vhe revenues to be derived E£i\-.r sich project.



3. In furtherance of the stated purpooeo of the Act, the

County proposer to issue approx.imate.ly $32,000,000 industrial revenue

bonds of the county pursuant to the Act and use their proceeds to
cquirc an industrial plant for the manufacture of textiles (the

elooi, ') to be 3..a d to Spring s, Inc, a South Carolina

corporation (the "Lessee").

4. in connection with undertaking the Project the County

J ro-tl, by resolution adopted January , 1968, has found and determined

follows:
(@) The Project will subserve the purposes of the Act;

(b) rhe Project will give rise to no pecuniary liability

of the county or a charge against its general credit or taxing power;

(c) The amount of bonds of the County required to finance

the Project is $35,000,000;

(d) The proposed Lease and Agreement obligates Lessee

etonally to pay the amount necessary to provide the annual
i-yment.- of principal and interest to become due on the Bonds and to

other costs in connection therewith and contains an appropriate

-revision requiring Lessee to pay in lieu of taxes, such amounts as

i=> otherwise be paid if Lessee owned the Project.
(e) It is not deemed advisable to establish any reserve
e in connection with the retirement of the oroposed bonds and

M aintenance cf the Project; and



(f) Tne terms under which the Project is to be leasedprovide

that the Lessee sir3 Lmaintain the Project and carry all proper insurance

with respect thereto.

5. A, p'.ov.ided m the proposed Acquisition Contract
(attached hereto) between the County Board and the Lessee, the Project
shall consist of land and rights therein, industrial buildings,

structures, machinery and equipment suitable for a plant for the

product.! on of sheeting containing natural or man-made fibers or

blends of both and designed at full production to produce approximately

640,000 yards of sheeting per week. The Project will be located near

the corporate limits of the City of Chester in Chester County.

6. The County Board has determined that the construction

of the Project will have a beneficial effect upon the economy of

Chester County and of the areas adjacent thereto in that, among other
things, it. is estimated that the Project will employ approximately

4/5 persons with an annual payroll of about $2,700,000 per year.

7. A reasonable estimate of the cost of the Project, includ-
ing site acquisition, capitalized interest and financing costs, is
$35,000,000.

8. The following is a general summary of the* terms of the
P oposed Acquisition Contract and Lease Agreement between the County
no the Lessee and of the proposed Trust. Indenture securing the bonds:

Ai?*?.Q0i”tract. Conte..prraneously with the er.ee ition

the Trust Indenture, the County will enter info an Acquisition



[i»nbi*acl with i.lid Lessee sabst.ant ij Ily in the form of contract

lached hereto an Exhibit A. ‘'flic Acquisition Contract will obligate
[he Lessee to construct the Project on a site near the corporate

its of the city of Chester, ci, ,,ter Coom: . Tj, fir AceubiHo-'
o-tract, the County will agree to purchase and the Lessee will agree
sell the Project for a price equal to the actual cost thereof to
ho Lessee or such lesser amount as shall be available from the proceed:
f the bonds. In the Acquisition Contract it v'ill be provided that
re bond proceeds, after providing for two years of interest on the
buds, will be held in escrow and paid to the Lessee in installments
P it incurs costs in the construction of the Project. Conveyance
ho transfer of title of the Project to the County is to take place
jrior to or on March 31, 1969 (but in no event more than ISO days
ber such date).

Lease and Agreement. Concurrently with the making of the
Jguisition Contract, the County and the Lessee will enter into a
Atse and Agreement (the "Lease") substantially in the form of agree-
nt attached hereto as Exhibit B. In the Lea.se, the County will
I~rc to least and rent the Project to the Lessee and the Lessee Vill
J e to lease and rent the same from the County. The term of the

mehold estate vill commence on the date on which title to the
~ojeel if conveyed and transferred to the County and vill continue

le'.si to the date of final matin ity of the bonds, unless sooner



'terminated as described below. The rents payable under the Lease,
.Subject to certain credits as therein provided, will equal tin? payments
of interest, principal and sinking fund installments due with respect
to the bonds. Ko furth-i p' mnts of Such rn-'s need be riad vh >n
and so long as 1lhe amount in the Bond Service Fund is sufficient
to pay the interest on and principal of the bonds. Rent will be paid
by the Lessee directly to the Trustee for deposit in a special trust
fund (the 'Bond Service Fund'). Amounts in the Bond Service Fund will
be pledged pursuant to the Trust Indenture to the payment of the bonds
and the interest thereon.

The Lease will provide rhat the Lessee will keep the Project
in good repair at its own cost. The Lessee will also be required to

take out and maintain at its own expense insurance against fire and

certain other risks. In the event of damage to or destruction of
the Project the Lessee’s obligation to pay rent will not be abated in
any respect, but the Lessee will be entitled to the proceeds of

insurance upon completion of repairs or, at the option to the Lessee,
periodically upon progress in making repairs. In the event the Project

is texken or condemned under power of eminent domain in vdolc or in

uart, the Lessee’s obligation to pay rent will not be abated in any
respect. If it is lawful and economically feasible to repair,
restore or reconstruct, the Lessee will be required at its. expense

to do so, but will be reimbursed for its expenses fron the condemn;-.Lion

oxi, any bah no; of such award being paid into the Bond Service Fund;



Jdf Mich 4 JlOI | 1% K | <O, i, = > . .
I-lie vondomnat ion award vi 13 be C?eposited in

the Bend Service Fund.

A ''ny Ii" " trir L= - @ m’ -h< |- o0t tne

I.I.t not more- than 180 days subsequent to the expiration thereof, the

Lessee shall have the option to purchase the Project et purchase

when added to the Bond Service

price equal to the amount necessary,

land, to retire the Bonds in accordance with the provisions of the

Trust. Indenture, plus $1.00.

Jn compliance with Section 6 of the Act, paragraph 5 of the

..case Agreement provides that the Lessee is required to mahe payments

to the county, Kehool district or districts, and other political unit

wherein the Project is located in lieu of taxes, in such amounts as

would result from taxes levied on the Project by such County, aistriel

or political wunits, if the Project were owned by the Lessee, but with

appropriate reductions similar to the tax exemptions, if any, which

' "to tha. L,. if it the owner of the Project,

me basis for such payment of sums in lieu of taxes as required by the

Act stated in said paragraph 5 of the Lease Agreement attached

hereto and reference is made thereto.

ISM indenture.. The Trust Indenture authorising end

nroviding fo, the issuance of the bonds will be entered into by tin.

County substantially in the form of indenture attached hereto as-

. ec. uncaa ,nc Trust Indenture the bonds are secure.' by a

in connection with the Project, inrlrdw

nbt.g, all r v. nnos i.-0;, or



d>1 |«»;,sy,. >eceiveo ui-'S.-r (lie *«& . Agreement required to be paid
into the BnKt Service Fund. rt,v jr,.

vpp.Tt.fimlug thereto will conriitui ¢ an indebtedness of the County
within tire meaning of any provision of the state Constitution or any

statutory Ilimitation, and will never constitute or give rise to a

pecuniary liability of the County or a charge against its general
credit or taxing powers.
In addition to the bonds to be initially issued, the Trust

Ino”nura. I, n authorize a limited principal amount of additional

parity bonds to finance enlargements, improvements or expansions of

the Project. Tno Trust Indenture also provides for the establishment

of an Escrow Fund pursuant to the Acquisition Contract., the deposit

tl.Cicin of bond proceeds, their disbursement and the investment

vhc. <-of. it establi shes a Bond Service Fund and provides for the

paymunt therefrom of amounts necessary for principal of and interest

cp the bonds when due. the Trust Indenture contains customary

covenants on the pa-i of t?? county with respect to payment of

uicipeJ and interest, inspection of Project books, £,d related

eL.w<is. at. well as customary provisions for bondholders’ remedies,

‘mc..' duties and amendment of the Trust Indenture.

Upon the basis o' the foregoing, the County Board respect-

' of the mt

’ It r P< tts t,rl; . . nt



J, CHARLES W. McTEEIR certify that the foregoing form

, Ih X < “n:"f L lUdSrt 1",d Con"'01 Board of S“*lh Carolina (t
the same as the form of such document submitted to the Board |,

m0' ..y Directors a. its January 2. 1968 ,nect,,,r and , efet-red to D
> Resolutions adopted by the Board at such meeting and (b) is tin

ontroVn SUCI’ docun,cnt submitted to 11/state Budge' t
tiol Board of South Carolina on January 3. 1968.

County Attorney



itigation of the Project and the terms and provisions of the
sition Contract, the Lease and Agreement, and the Trust
iture as it deems advisable, and that thereafter it finds
the proposed Project will promote the purposes of the Act;
it 1s reasonably anticipated to effect such result, and that
proves the Project on the basis of such findings and author-
a published notice ofits approval in the manner set forth in
on 14 of the Act.

Respectfully submitted,

BOARD OF COUNTY DIRECTORS

OF CHESIER COUNTY

By
Chairman

Secretary

CERTIFICATE

I, J. B. McDowell, certify that the foregoing form of
Lon to the State Budget and Control Board of South Carolina
same as the form of such document submitted to the Board
inty Directors at its January 2, 1968 meeting and referred
the Resolutions adopted by the Board at such meeting.

J. B. McDowell
Secretary



SXHIfilT |

Springs Spmgs Mills. Inc.

Executive Offices Francis L. Bell
Fort Mill, S.C. 29715 Vice President-
803/547-290I Personnel Administration

November 3, 1977

The Honorable William T. Putnam

State Auditor, State of South Carolina
200 Hampton O ffice Building

P. 0. Box 11333

Columbia, South Carolina 29211

Dear B ill:

Springs deeply appreciates everything you did Tuesday to
help Chester County become eligible for the $25,000,000
Advance Refunding Bond lIssue.

W ithout your help, we would not be on our way with the issue.
Many thanks.

Warm personal regaros.

Sincerely,

Francis L. Bell
FLB :hgw

cc: Mr. H. W. Close
Mr. D. M. Byrd



CERTIFICATION

I, Dan M. Byrd, Jr., Secretary of Springs Mills, Inc.
hereby certify that the following resolutions were duly
adopted at a meeting of the Board of Directors of Springs
M ills, Inc. held on October 27, 1977, at which a majority
of the members of the Board were present, that the resolu-
tions are incorporated in the permanent records of the
meeting, and that the following is a true and correct copy

thereof:

RESOLVED: That the appropriate officers of the
Company are authorized to agree with the County
Council of Chester County for the issuance of
refunding revenue bonds to provide funds for
the refunding of the outstanding bonds of the
$35,000,000 Chester County, South Carolina
Industrial Revenue Bonds (Textile Series 1968),
such issue of refunding revenue bonds to be in
a principal amount of approximately $25 million
and to include such terms, rate of interest,
and other provisions as the Executive Committee
of this Board may deem proper; and,

RESOLVED FURTHER: That in the event such officers
agree with the Chester County Council as aforesaid,
such officers are authorized to enter into a leas-
ing arrangement with Chester County pursuant to
which the Katherine Plant would continue to be
leased by the Company from Chester County at
semi-annual rental payments in amounts equal to the
maturing installments of principal of and interest
on such refunding revenue bonds (such leasing
arrangement to contain an option permitting the
Company to purchase such plant at a price not to
exceed $100 when the refunding revenue bonds

shall have been paid), and to assume such other
obligations as are required by the provisions of
The South Carolina Industrial Revenue Bond Act

of 1967, [Code of Laws of South Carolina, 1976,
§4-29-10 et segl; and,



RESOLVED FURTHER: That such officers of the
Company are authorized to proceed with the
preparation and execution of such documents
and papers as counsel may deem necessary or
advisable in connection with the foregoing
transaction and, to do any and all other
acts and things and to execute personally
or by attorney any and all other documents
which they may deem necessary or advisable
in connection with the foregoing.

IN WITNESS WHEREOF, | have hereunto set my hand and
affixed the seal of Springs Mills, Inc., this 31st day of

October, 1977.

(Corporate Seal)



WHEREAS the State of South Carolina has determined by
Act No. 103 of the General Assembly of the State of
South Carolina for 1967 (the "Act") [Code of Laws of
South Carolina, 1976, 84-29-10 et seq] that it is in
the public interest to utilize industrial revenue bond
financing to induce manufacturing enterprises to locate
and to remain in the State and to authorize the refund-
ing of gny such industrial revenue bonds issued under the
Act; and,

WHEREAS in 1968 Chester County (the "County") issued
its Industrial Revenue Bonds (Textile Series 1968)

(the "Outstanding Bonds") in the principal amount of
$35,000,000 to finance the construction and equipping
of an industrial plant for the manufacture of textiles,
known as the Katherine Plant, which Plant thereafter
was leased to Springs Mills, Inc. ("Springs") and the
operation of which thereby provided employment to
approximately 650 inhabitants of the State; and,

WHEREAS lease payments to date made by Springs have
provided funds for the reduction of the principal
amount of such Outstanding Bonds from $35,000,000

to the presently outstanding amount of $25,325,000;
and,

WHEREAS Section 11 of the Act [Code of Laws of South
Carolina, 1976, 84-29-110] provides that any industrial
revenue bonds issued under the Act may be refunded by any
county issuing same, but only with the approval of the
State Budget and Control Board being first obtained, by
the issuance by any such county of its refunding bonds
in such amount as the county board of such county may
deem necessary, but not exceeding an amount sufficient
to refund the principal of the bonds to be refunded
together with any unpaid interest thereon and any
premiums, expenses, and commissions necessary to be
paid in connection therewith; and,

WHEREAS Springs has sought the agreement of the County
Council of the County to issue Industrial Revenue
Refunding Bonds (the "Refunding Bonds") in an amount
sufficient to refund the principal of the Outstanding
Bonds (together with any unpaid interest thereon

and any premiums, expenses, and commissions necessary

to be paid in connection therewith), presently esti-
mated to be $25,000,000; to enter into a leasing arrange-
ment pursuant to which the Katherine Plant would continue
to be leased by Springs at semi-annual rental payments

in amounts equal to the maturing installments of princi-
pal of and interest on the Refunding Bonds (such leasing
arrangement to contain an option permitting Springs

to purchase the Katherine Plant at a price not to exceed
$100 when the Refunding Bonds shall have been paid);

and, to assume such other obligations as are required

by the provisions of the Act; and,



WHEREAS the proceeds from the issuance of such Refunding
Bonds will be used to purchase United States Treasury
Certificates of Indebtedness, Notes and Bonds--State
and Local Government Series (the "Federal Securities")
which will be held in escrow and irrevocably pledged to
the payment of principal and interest on the Outstanding
Bonds as such principal and interest become due and
payable in accordance with the terms thereof; and,

WHEREAS it is appropriate at this time to authorize the
filing of a petition on behalf of the County Council of
the County in connection with the proposed issuance

of the Refunding Bonds to provide funds for the refunding
of the Outstanding Bonds, together with any unpaid interest
and expenses and commissions necessary to be paid in con-
nection therewith.

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

(1) It is hereby found and determined as follows:

(@) The issuance of the Refunding Bonds
is in the public interest and for a
public purpose and will subserve the
purposes of the Act;

(b) The Refunding Bonds will give rise to
no pecuniary liability of the County or
a charge against its general credit or
taxing power;

(c) The Refunding Bonds will be issued in
an amount sufficient to refund the
principal of the Outstanding Bonds
(together with any unpaid interest
thereon and any premiums, expenses,
and commissions necessary to be paid
in connection therewith), presently
estimated to be $25,000,000;

(d) Refunding of the Outstanding Bonds wiill
be in the best interests of the holders
of such Bonds in that the Federal
Securities (and interest earned thereon)
will be held in escrow and irrevocably
pledged to the payment of the principal
and interest on such Bonds as such
principal and interest become due and
payable in accordance with the terms
of such Bonds;



(e) The proposed leasing arrangement vzill
obligate Springs unconditionally to
pay the amount necessary to provide
the annual payments of principal and
interest to become due on the Refunding
Bonds, and to pay other costs in con-
nection therewith, and will contain
an appropriate provision requiring
Springs to pay, in lieu of taxes, such
amounts as would otherwise be paid if
Springs owned the Katherine Plant;

(f) It is not deemed advisable to establish
any reserve funds in connection with the
retirement of the Refunding Bonds and the
maintenance of the Katherine Plant; and,

(9) The terms under which the Katherine Plant
is to be leased to Springs will provide
that Springs shall maintain the Katherine
Plant and carry all proper insurance with
respect thereto.

(2) The petition on behalf of the County Council to
the State Budget and Control Board of South Carolina, in
substantially the form submitted to this meeting, is hereby
approved, with such modifications, additions, or deletions
therein as may be approved by the County Attorney; and, the
Chairman and the Secretary are each hereby authorized to
execute such petition and to cause the same to be filed with
such State Board and to do such other acts and things as
may be necessary or desirable in connection therewith.

(3) The Chairman and the Secretary are each
authorized to proceed with the preparation and/or execution
of such additional documents and papers as, in the opinion
of the County Attorney, may be necessary or advisable in
connection with the transactions above set forth and to do
any and all other acts and things which they may deem
necessary or advisable in connection with the foregoing.

Director offered the above
resolution, *nd™his motion was duly seconded by Director
and was unanimously adopted by
the members of the County Council.



CERTIFI CATION

I hereby certify that the foregoing Resolution was duly
adopted at a meeting of the County Council of Chester
County, South Carolina, held c 2b/ 1977, at
which meeting all members were present; that* the original
Resolution is incorporated in the permanent records of
said meeting; and, that the foregoing is a true and
correct copy thereof. NIy 19T 7



STATE OF SOUTH CAROLINA
COUNTY OF CHESTER

TO THE STATU BUDGET AND CONTROL
PETITION

BOARD OF SOUTH CAROLINA

Petition of the County Council of Chester County ("the
County Council” and the "County", respectively) pursuant to
Act No. 103 of the Acts of the General Assembly of the
State of South Carolina for the year 1967 (the "Act") [Code
of Laws of South Carolina, 1976, 84-29-10, et seq], respect

fully shows:

1. The County Council is the governing body of Chester
County and was so constituted by Articles 1 and 7 of Chap-
ter 9, Title 4, Code of Laws of South Carolina, 1976 [Code
of Laws 84-1-10 et seq and 8§4-9-610 et seq], and as such it
is the "County Board" referred to in the Act. Code of Laws

§4-29-10(2).

2. The Act authorizes and empowers the County Council,
if it shall comply with the provisions set forth in the
Act, to acquire land, buildings, and other improvements
deemed necessary, suitable, and useful as an industrial
plant; to lease the same; and, to finance the acquisition
of the same through the issuance of bonds payable from and
secured by a pledge of the revenues to be derived from such

project.
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3. In furtherance of the stated purposes of the Act
and in compliance with the provisions of the Act, the
County, in 1968, issued $35,000,000 Industrial Revenue
Bonds (Textile Series 1968) (the "Outstanding Bonds") pur-
suant to the Act and used the proceeds from such issue to
acquire an industrial plant, known as the Katherine Plant,
for the manufacture of textiles (the "Project"); the Pro-
ject was then leased to Springs Mills, Inc., a South

Carolina corporation ("Springs").

4. In connection with undertaking the Project, the
County Council (formerly styled by laws as the Board of
County Directors), by resolution adopted January 2, 1968,
authorized the filing of its Petition to the State Budget
and Control Board ("State Board") for approval of the Pro-
ject, as required by the Act which petition included a
brief description of the Project and its anticipated effect
upon the economy of the County and a reasonable estimate of
the cost of the Project, a copy of which petition is at-
tached hereto as Exhibit A and incorporated herein by refer-
ence. On January 9, 1968, the State Board, by resolution,
gave its approval to the Project, to the lease of the Pro-
ject to Springs, and to the financing of the Project by the
issuance by the County of the Outstanding Bonds, which re-
solution is attached hereto as Exhibit B and incorporated

herein by reference.

5. Pursuant to the terms of the lease between Springs

and the County, Springs has made lease payments which have
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provided funds for the reduction of the principal amount of
$35,000,000 of the Outstanding Bonds to the presently out-
standing amount of $25,325,000, which amount is the amount

of the Outstanding Bonds to be refunded.

6. The Act provides that any bonds issued thereunder
may, at any time, be refunded by any county issuing same,
but only with the prior approval of the State Board, by the
issuance by any such county of its refunding bonds in such
amount as the county board of such county may deem neces-
sary but not exceeding an amount sufficient to refund the
principal of the bonds to be refunded, together with any
unpaid interest thereon and any premiums, expenses, and
commissions necessary to be paid in connection therewith.
The Act further provides that any such refunding may be
effected, whether the bonds to be refunded have matured or
shall thereafter mature, by the sale of the refunding bonds
and the application of the proceeds for the payment of the

bonds to be refunded. Code of Laws 8§4-29-110.

7. Pursuant to the Act, the County Council proposes to
issue its Industrial Revenue Refunding Bonds (the "Re-
funding Bonds") in an amount sufficient to refund the
principal of the Outstanding Bonds (together with any un-
paid interest thereon and any premiums, expenses, and com-
missions necessary to be paid in connection therewith), pre

sently estimated to be $25,000,000 (such amount cannot be
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fixed precisely until an interest rate on the Refunding
Bonds has been determined and agreed to by the County
Council). In general terms, such refunding will be accom-
plished by the issuance by the County of the Refunding
Bonds and the deposit, for investment and use as herein-
after described, of the proceeds thereof, net of expenses
and commissions necessary to be paid in connection with the
issuance of the Refunding Bonds, in an irrevocable escrow
deposit fund created pursuant to an escrow deposit agree-
ment (the "Escrow Agreement"). The funds deposited in the
escrow deposit fund, except for a small amount of cash,
will be used to purchase United States Treasury Certifi-
cates of Indebtedness, Notes and Bonds — State and Local
Government Series ("Federal Securities”). The Federal
Securities, together with the interest to be paid thereon,
and the balance of the sum deposited, will be sufficient to
pay the interest on the Outstanding Bonds as the same shall
become due to and including the maturity (or mandatory
sinking fund) dates, and to pay the principal of (whether
at maturity or upon mandatory sinking fund redemption) the
Outstanding Bonds on such maturity (or mandatory sinking

fund) dates.

8. The Refunding Bonds will be issued by the County

pursuant to a trust indenture (the "Trust Indenture™),
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under the terms of which the Refunding Bonds will be
secured by a pledge of all revenues derived by the County
from the sale, lease, or other disposition of the Project
pursuant to a leasing arrangement (the "Lease and Agree-
ment") with Springs, which Lease and Agreement will require
semi-annual rental payments in amounts equal to the
maturing installments of principal of and interest on the
Refunding Bonds. Neither the Refunding Bonds nor the inter
est coupons appertaining thereto will constitute an indebt-
edness of the County within the meaning of any provision of
the State Constitution or any statutory limitation, and
will never constitute or give rise to a pecuniary liability
of the County or a charge against its general credit or

taxing powers.

9. In connection with the issuance of the Refunding
Bonds, the County Council, by resolution adopted October
31, 1977, has found and determined as follows:

(a) The issuance of the Refunding
Bonds is in the public interest and
for a public purpose and will sub-
serve the purposes of the Act;

(b) The Refunding Bonds will give
rise to no pecuniary liability of
the County or a charge against its
general credit or taxing power,;

(c) The Refunding Bonds will be
issued in an amount sufficient to
refund the principal of the Out-
standing Bonds (together with any
unpaid interest thereon and any
premiums, expenses, and commissions
necessary to be paid in connection
therewith), presently estimated to
be $25,000,000;
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(d) Refunding of the Outstanding
Bonds will be in the best interests
of the holders of such Bonds in
that the Federal Securities (and
interest earned thereon) will be
he’d in escrow and irrevocably
pledged to the payment of the
principal and interest on such
Bonds as such principal and inter-
est become due and payable in
accordance with the terms of such
Bonds;

(e) The proposed leasing arrange-
ment will obligate Springs uncondi-
tionally to pay the amount neces-
sary to provide the annual payments
of principal and interest to become
due on the Refunding Bonds, and to
pay other costs in connection there-
with, and will contain an appro-
priate provision requiring Springs
to pay, in lieu of taxes, such
amounts as would otherwise be paid
if Springs owned the Katherine
Plant;

(f) It is not deemed advisable to
establish any reserve funds in con-
nection with the retirement of the
Refunding Bonds and the maintenance
of the Katherine Plant; and,

() The terms under which the
Katherine Plant is to be leased to
Springs will provide that Springs
shall maintain the Katherine Plant
and carry all proper insurance with
respect thereto.

Escrow Agreement, the Lease and Agreement, the Trust

ture,

under the Trust

of and

interest on the Refunding Bonds,

as Exhibit C and incorporated herein by reference.

A general summary of the terms of the proposed

Inden-

and a Guaranty Agreement from Springs to the trustee
Indenture guaranteeing payment of principal

is attached hereto
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Upon the basis of the foregoing, the County Council

respectfully prays:

THAT the State Board accept the filing of the Petition
presented herewith; that, as soon as practicable, it make
its independent investigation of the proposed refunding and
of the terms and provisions of the Escrow Agreement, the
Lease and Agreement, and the Trust Indenture, and the
Guaranty Agreement as it deems advisable; and, that there-
after it find that the proposed refunding will promote the
purposes of the Act, that it is reasonably anticipated to
effect such result, and that it approve the refunding on
the basis of such findings and authorize a published notice
of its approval in the manner set forth in Section 14 of

the Act. Code of Laws 84-29-140.

Respectfully submitted,
COUNTY COUNCIL OF CHESTER COUNTY

{Seal]



Exhibit C

SUMVARY OF DOCUMENTS

Following is a summary of the Escrow Agreement, Lease
and Agreement, Trust Indenture and Guaranty Agreement referred
to in the Petition to which this Exhibit is attached. Terms
defined in the Petition will be used herein with the same
meaning.

Escrow Agreement: Pursuant to the Escrow Agreement among the
County, Springs and a bank or trust company to be designated
(the "Escrow Agent"), the County will deposit the proceeds from
the sale of the Refunding Bonds with the Escrow Agent to be
used to purchase the Federal Securities and to be held as
uninvested cash. The uninvested cash, the Federal Securities,
as the same mature, and the income and interest earned thereon
will be sufficient, and will be applied by the Escrow Agent,

to pay the principal of and interest on the Outstanding Bonds
as the same become due.

The Escrow Agent shall have no power to sell, transfer,
otherwise dispose of or request the redemption of the Federal
Securities or to substitute therefor any other obligations.
The escrow created pursuant to the Escrow Agreement
shall be irrevocable and the holders of the Outstanding Bonds
shall have an express lien on all moneys and Federal Secu-
rities held by the Escrow Agent until paid in accordance
with the Escrow Agreement. The escrow Agreement shall
terminate when all of the Outstanding Bonds and coupons
appertaining thereto have been paid in accordance with the

provisions of the Escrow Agreement. If any Outstanding Bonds



or coupons are not presented for payment when due and
payable, the nonpayment thereof shall not prevent the
termination of the Escrow Agreement. AIl moneys or Federal
Securities held in escrow at termination and not needed
for the payment of the principal of or interest on any
of th” Outstanding Bonds shall be transferred to Springs.
Lease and Agreement: The County and Springs will either (i)
enter into a leasing arrangement (the "Lease") or (ii) amend
the Lease and Agreement presently existing between the County
and Springs and referred to in Exhibit A to the petition (the
"Outstanding Lease"). In either event, the County will
agree to lease and rent the Project to Springs and Springs
will agree to lease and rent the same from the County. If the
Lease is entered into, it will become effective upon delivery
and the Lease term shall commence upon the termination of the
Outstanding Lease, but in no event later than March 1, 1993.
A lternatively, the Outstanding Lease may be amended to extend
its term. In either event, the leasing arrangement will
continue at least to the date of final maturity of the
Refunding Bonds, unless sooner terminated as described below.
The rents payable under the Lease or the amended
Outstanding Lease, (hereinafter collectively referred to as
the "Lease and Agreement"”), subject to certain credits as therein
provided, will equal the payments of interest, principal and sinking
fund installments due with respect to the Refunding Bonds.
No further payments of such rents need be made when and so
long as the amount in the Bond Fund, established pursuant to

the Trust Indenture, is sufficient to pay the interest on



and principal of the Refunding Bonds. Rent will be paid by
Springs directly to the Trustee.

The Lease and Agreement will provide that Springs will
keep the Project in good repair at its own cost. Springs
will also be required to take out and maintain at its own
expense insurance against fire and certain other risks. In
the event of damage to or destruction of the Project, or if
the Project is taken or condemned under power of eminent
domain in whole or in part, Springs' obligation to pay rent
will not be abated in any respect. Any proceeds received
in such events will be used to repair, restore, relocate,
modify or improve the Project or to redeem the Refunding
Bonds.

Under the Lease and Agreement, Springs shall have the
option to purchase the Project: (1) under certain condi-
tions that allow the Refunding Bonds to be redeemed; or (2)
at any time after the full payment of the Refunding Bonds,
or after provision for the payment thereof has been made.

In case of purchase of the Project pursuant to (1)
above, the purchase price will be a sum sufficient to redeem
all Refunding Bonds then outstanding and to pay all reasonable
and necessary fees and expenses of the Trustee and any paying
agent accrued and to accrue through final payment of the
Refunding Bonds. In case of purchase of the Project pursuant
to (2) above, the purchase price shall not exceed $100.00.

In compliance with Section 6 of the Act, the Lease

and Agreement provides that Springs is required to make
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payments to the County, school district or districts, and

other political units wherein the Project is located in lieu

of taxes, in such amounts as would result from taxes levied on the
Project by such County, districts or oolitical units, if the Project
were owned by Springs, but with appropriate reductions similar

to the tax exemptions, if any, which would be afforded to

Springs if it were the owner of the Project. The County

agrees to cause the Project to be valued, rates applied to

such values and statements of such to be sent to Springs as

if the Project were so owned by Springs. Springs agrees to

pay all such payments in lieu of taxes as long as required

by law.

Trust Indenture: The Trust Indenture authorizing and

providing for the issuance of the Refunding Bonds will be

entered into by the County and a bank or trust company to be
designated (the "Trustee").

Under the Trust Indenture, all of the income and revenues
derived by the County under the Lease and Agreement from the
lease of the Project or from the sale or other disposition of
the Project are pledged for the payment of the principal of and
interest on the Refunding Bonds.

A Bond Fund, into which the rental payments derived
under the Lease and Agreement and certain other amounts specified
in the Indenture will be deposited, will be maintained with the
Trustee. While any Refunding Bonds are outstanding, moneys in
the Bond Fund will be used solely for the payment of the
principal, premium, if any, and interest on the Refunding Bonds
and for the redemption or purchase for cancellation of Refunding

Bonds prior to maturity.



Neither the Refunding Bonds nor the interest coupons
appertaining thereto will constitute an indebtedness of the
County withj.n the meaning of any provisions o' the State
Constitution or any statutory limitation, and will never
constitute or give rise to a pecuniary liability of the County
or a charge against its general credit or taxing powers.

The Trust Indenture contains customary covenants on the
part of the County with respect to payment of principal and
interest, inspection of Project books, and related matters,
as well as customary provisions for bondholders' remedies,
trustees' duties and amendment of the Trust Indenture.

The Guaranty: Pursuant to the Guaranty, Springs will
unconditionally guarantee to the Trustee for the benefit of

the holders of the Refunding Bonds and the interest coupons
appertaining thereto (1) the full and prompt payment of the
principal of, and premium, if any, on any Refunding Bond when and
as the same shall become due, whether at the stated maturity
thereof or by acceleration or call for redemption or otherwise,
and (2) the full and prompt payment of any interest on any
Refunding Bond when and as the same shall become due. The
Guaranty will remain in effect until the entire principal of

and interest on the Refunding Bonds shall have been paid in full or
provision for the payment thereof has been made in accordance

with the Trust Indenture.
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HOARD OF SOUTH CAROLINA PETITION

Petition of the Hoard of County Directors of Chester County
(1 "County Board"), pursuant to Act Ko. 103 of the Acts of the General
1 wiiy of the State of South Carolina for 1le year 1967, respectfully
n’t:

1. The County Hoard is the governing body of Chester County
ri V. s sO0 constituted by the statute now codified as Article 2, Chapter
, Title 14, Code of Laws of South Carolina, 1962, as amended, and as
eedi it is the 'County Board" referred to in Act Ko. .103 of the General

b.ly enacted at the 1967 Regular Session (the "Act").
2. The Act authorizes and empovers the County Hoard, if it
m H comply villi the provisions set forth in the Act, to acquire land,
el<e and other improvements deemed necessary, suitable and useful
oi industrial plant; to lease the same; and to finance th< neo dsi-
o>t, of the same through the issuance of bonds payable from and secured

a pie ,go of the revenue? to be derived £ro*r such project.



County proposes to issue approximately $35,000,000 industrial revenue

bands of the County pursuant to the Act and use their proceeds to

cquer an indust rial plant for the manufacture of textiles (the

lo b’ ¢ 'ei?- 11 Spring:. f it, inc., a South Carolina

corporation (the "Lessee").

4. In connection with undertaking the Project the County
board, by resolution adopted January , 1968, has found and determined
follows:
(@) The Project will subserve the purposes of the Act;
(b) .die Project will give rise to no pecuniary liability

of the county or a charge against, its general credit or taxing power;

(c) The amount of bonds of the County required to finance

Itic Project is $35,000,000;

(d) The proposed Lease and Agreement obligates Lessee

“ejcanc ,tionally to pay the amount necessary to provide the annual

p-cju < or. principal and interest to become due on the Bonds and to

X’V Other costs in connection therewith and contains an appropriate

> ovisxon requiring Lessee to pay in lieu of taxes, such amounts as

e do Otherwise be- paid if Lessee owned the Project.
«

() it is not deemed advisable to establish any reserve

ndr in connection with the retirement of the proposed bonds and

i 'inhnnncc of the Project; and



(f)The terms under whieh the Project is to be leasedprovide

Ital lhe Lessee shall maintain the Project and carry all proper insurance

mth respect t.hezeto.

h. A provided in the proposed Acquisition Contract
(attached hereto) between the County Board and the Lessee, the Project
shall consist of land and rights therein, industrial buildings,
structures, machinery and equipment suitable for a plant far the
production of sheeting containing natural or man-made fibers or

blends of both and designed at full production to produce approximately

640,000 yards of sheeting per week. The Project will be located near

tdie corporate limits of the City of Chester in Chester County.

6. The County Board has determined that the construction

of the Project will have a beneficial effect upon the economy of

Ch-ster County and of the areas adjacent thereto in that, among other

things, it is estimated that the Project will employ approximately

4/ > perrons with an annual payroll of about $2,700,000 per year.
7. A reasonable estimate of the cost of the Project, includ-

ing site acquisition, capitalized interest and financing costs, is

$16,000,000.
8. The following is a genera] summary of the terms of the

P oposed Acquisition Contract and Lease Agreement between the County

«<b the Lessee and of the proposed 7rest Indenture securing the I»onds:

ratd. . Conte,; ' ,aneously with the eweeat mu

the Trust In Id.tore, the County win enter into an Acquisition



folitract With the Lessee substunt i;1ly in !'he form of contract
.t-'chod hereto as Exhibit A. The Acquisition Contract V511 obligate
the Lessee to construct the Project on a n;t< near the corporate
Letts of 'h - city of C- stco, Che..ter Co."f . In the Aconieition
ontract, the County will agree to purchase and the Lessee will agree
3sell the Project for a price equal to the actual cost thereof to
ic Lessee or such lesser eimount as shell be available from the proceeds
f the bonds. In the Acquisition Contract it will be provided that,
he bond proceeds, after providing for two years of interest on the
pnds, will be held in escrow and paid to the Lessee in installments
s it incurs costs in the construction of the Project. Conveyance

nd transfer of title oi the Project to the County is to take place
rior to or on March 31, 1969 (but in no event more than 180 days
ft.er such date).

Lease and Agreement. Concurrently with the nurking of the

Cquisition Contract, the County and the Lessee will enter into a

..e and Agreement (the "Lease") substantially in the form of agree-
fnt attached hereto as Exhibit L. In the Lease, the County will

Aree to leant and rent the Project to the Lessee and the Lessee will

i to 1 nd rent u. same from the County. The term of the
r shold estate will co twonce on the dale on which title to the
Reject is conveyed and transferred to the County end vill continue

least to tlr dote of final maturity of the bonds, unless sooner



leimimled as described bole./. The reel s payable under the Lease,
f.ubjc. m to certdin credits Pi therein provided, will equal the payments
of intere st, principal and sinking Awe! installments clue with respect
0 thr-lead: . Ko ' rtin r p a mt;or su 1l ' .it, need bo cda wh
and so long as the amount in the Bond Service Fund is sufficient
to pay the interest on and principal of the bonds. Rent will be paid
by the Lessee directly to the Trustee for deposit, in a special trust
fund (the "Bond Service Fund"). Amounts in the Bond Service Fund will
> pledged pursuant to the Trust Indenture to the payment of the bonds
<and the interest thereon.

The lease will provide ah-t the Lessee will keep the Project
in good repair at its. own cost. Th° Lessor* vzill a3co be required to

take; out and maintain at its ovzn expense insurance against fire and

certain oilier risks. in the event of dm age tc> or destruction of
the Project the Lessee's obligation to pay rent will not be abated in
any respect, but the Lessee will be entitled to the proceeds of

insurance upon complf tion of repairs nr, at the option to the Lessee,
periodical.ly upon progress in making repairs. In the event the Project
is. taken or condemned under power of eminent domain in whole or in
part, the Lessee’s obligation to pay rent will not be* abated in any
respect. If it is lawful and economically feasible, to repair,

restore or reconstruct, the Lessee will be required at its expanse

io do ro, but will be reimbursed tor its expenses from the condemnation

ad, any balanca of such a;/acd being p id into the Bond Service Fund?



. e .
JT suc’t Is not tin* ease, the €ondemnation award will be deposited in

the Bond Service Fund.

At any time afi.ei the coorooccoent of tik Le,,, of the pease

but not more than ISO days subsequent to the expiration thereof, the

Lessee shall have the option to purchase the Project at a purchase

price equal to the amount necessary, when added to the Bond Service

Fund, to retire the Bonds in accordance with the provisions of the

Trust Indenture, plus $1.00.

In compliance with Section 6 of the Act, paragraph 5 of the

Lease Agreement provides that the Lessee is required to make payments

to the county, school district or districts, and other political units

wherein the Project is located in lieu of taxes, in such amounts as

touxd result from taxes levied on the Project toy such County, district,

or political units, if the Project were owned by the Lessee, but with

appropriate reductions similar to the tax exemptions, if any, which

would he afforded to the Lessee if it were the owner of the Project.

The basis for such payment of sums in lieu of taxes as required by the

Act is stated in said paragraph 5 of the Lease Agreement attached

hereto and reference is made thereto.

3S-Us_t,Indcntjlre. The Trust Indenture authorizing and

Providing for the issuance of the bonds will be entered into by the

County substantially in the form of indenture attache.-, herein as

-'m-mhibit ¢. Under the Trust Indenture the bonds are secured by a

“lodge of all revenues from or in conned ion with the Project, includin.



all moneys received under the Lease Agreement required to be paid

into the Bond Service Fund. N either the bond" nor the inter< J eo0-.»00;V
app. rtaining thereto will constitute an indebtedness of the County
within the meaning of any provision of the State Constitution or any
statutory Ilimitation, and vzill never constitute or give rise to a
pecuniary liability of the County or a charge against its general
credit or taxing powers.

In addition to the bonds to be initially issued, the Trust
Indenture vill authorize a limited principal amount of additional
parity bonds to finance enlargements, improvements or expansions of
the Project. The Trust Indenture also provides for the establishment
of an Escrow Fund pursuant to the Acquisition Contract the deposit
therein of bond proceeds, their disbursement and the investment
thereof. It establishes a Bond Service Fund and provides for the
n .yji.ent therefrom of amounts necessary for principal of and interest
on the bonds when due. Th? Trust Indenture contains customary

covenants on the part of the County with respect to payment of

principal and interest, inspection of Project books, and related
ratters, as well as custonnry provisions for bondholders' remedies,
liuslcos’ duties and amendment of the Trust Indenture.

Upon the basis of the foregoing, the County Board respect-

e 1lly in mt

x j.fcd herewith; that ir; soon as praoti< :’»le, it mik its independent
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, ... L CILU:LES w- McTEER, certify that the foregoing form
etition to the State Budget and Control Board of South Carolina (a

it same as the form of such document submitted to the Board c
ounty Directors at its January 2. 1968 meeting and referred to J

ic Resolutions adopted by the Board at such meeting and (b) is the

tontreVn SUC” d°CUmCnt E m itted to the State Budget a
illol Board of South Carolina on January 3, 19G8.

County Attorney



itigation of the Project and the terms and provisions of the
sition Contract, the Lease and Agreement, and the Trust
ture as it deems advisable, and that thereafter it finds
the proposed Project will promote the purposes of the Act;
it is reasonably anticipated to effect such result, and that
proves the Project on the basis of such findings and author-
a published notice ofits approval in the manner set forth in
on 14 of the Act.

Respectfully submitted,

BOARD OF COUNTY DIRECTORS
OF CHESIER COUNTY

By

Chairman

Secretary

cer tificate

I, J. B. McDowell, certify that the foregoing form of
on to the State Budget and Control Board of South Carolina
msame as the form of such document submitted to the Board
'nty Directors at its January 2, 1968 meeting and referred
the Resolutions adopted by the Board at such meeting.

J. B. McDowell
Secretary



RESOLUTION
EXHIBIT B

* STATE OF SOUTH CAROLINA BUDGET ANU COIi\-]'ROL_jjQAnNN

WHEREAS, the Board of County Directors of Chester County
(the County Board) has petitioned the State Budget and Control Board
<! South Carolina (the State Board) seeking the approval of the
State Board to an undertaking by the County Board pursuant to Act
No. 103 of the General Assembly of the State of South Carolina fcr
1967 (the Act); and

WHEREAS, the proposed undertaking consists of the acquisi-
tion from Springs Hills, Inc. (Springs) of a parcel of land,
aggregating approximately 140 acres in Chester County, located at
to. intersection of South Carolina Boao Ko. 9 and I<o, 12~56, together
with an industrial building, machinery and equipment located thereon
aid designed to produce at full production approximately 640,000
yards of sheeting per week, (the Project); and

WHEREAS, the Project will employ approximately 475 persons

with an annual payroll of about $2,700,000; and

WHEREAS, the Project is to be leased to Springs at. a rental

sufficient to provide for the payment of the bonds of Chester CounLy

hereafter referred to, and costs and expenses resulting from the
issuance thereof, and

WHEREAS, in order to finance the Project, the County Board
proposes to provide for an issue of $35,000,000 Industrial Revenue

Ponds (Textile Series 1968) payable from the rental.*, derived fro«.*

ooit
mit

> 1|



Springs end additionally secured by a Trust.Indenture; and
WHEREAS, drafts of the Acquisition Contract, Lease and
Ajre: "cu , and Trust indenture between Chester County and Springs

have been submitted and considered by this Board,

NOW THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND
CONTROL BOARD IN MEETING DULY ASSEMBLED:
1. It has been found and determined by the State Board:

(a) That the statement of facts set forth in the
recitals of this Resolution are in all respects true and correct,

(b) That the County Board has filed a proper petition
to the State 3oard establishing a reasonable estimate of the cost
of the Project, a general summary of the terns and conditions of
the Acquisition Contract, Lease and Agreement, and Trust Indenture
to be made by the County Board and has established that Springs Will«
pay as additional rentals, in lieu of taxes, the sums prerrrihed by
Section 6 of the Act,

(c) That the Project will provide employment in its
operation, and will be of benefit to Chester County and adjoining
areas,

e(d) That the Project is intended to promote the
purposes of the Act and is reasonably anticipated to effect such

results.



2. On the basis of the foregoing findings, the proposed
I rtahiiKT of the County Board to acquire the Project, to lease
,e same to Springs and to finance the cost thereof through che
ibuance of Bonds payable from the revenues to be derived from the
eration of the Project and additionally secured by the said Trust
,denture, be and the same is hereby approved.

3. Notice of the action of the State Board in giving
?,roval to'the undertaking of Chester County above-described shall
e published in the Chester News, which is a newspaper having general

irculation in Chester County.
4. The notice to be published shall be in form substantiall

set forth as Exhibit A. of this Resolution. r Sh



Exhibit C

SUMMARY OF DOCUMENTS

Following is a summary of the Escrow Agreement, Lease
and Agreement, Trust Indenture and Guaranty Agreement referred
to in the Petition to which this Exhibit is attached. Terms
defined in the Petition will be used herein with the same
meaning.

Escrow Agreement: Pursuant to the Escrow Agreement among the
County, Springs and a bank or trust company to be designated
(the "Escrow Agent"), the County will deposit the proceeds from
the sale of the Refunding Bonds with the Escrow Agent to be
used to purchase the Federal Securities and to be held as
uninvested cash. The uninvested cash, the Federal Securities,
as the same mature, and the income and interest earned thereon
will be sufficient, and will be applied by the Escrow Agent,

to pay the principal of and interest on the Outstanding Bonds
as the same become due.

The Escrow Agent shall have no power to sell, transfer,
otherwise dispose of or request the redemption of the Federal
Securities or to substitute therefor any other obligations.
The escrow created pursuant to the Escrow Agreement
shall be irrevocable and the holders of the Outstanding Bonds
shall have an express lien on all moneys and Federal Secu-
rities held by the Escrow Agent until paid in accordance
with the Escrow Agreement. The escrow Agreement shall
terminate when all of the Outstanding Bonds and coupons
appertaining thereto have been paid in accordance with the

provisions of the Escrow Agreement. If any Outstanding Bonds



or coupons are not presented for payment when due and
payable, the nonpayment thereof shall not prevent the
termination of the Escrow Agreement. AIll moneys or Federal
Securities held in escrow at termination and not needed
for the payment of the principal of or interest on any
of the Outstanding Bonds shall be transferred to Springs.
Lease and Agreement: The County and Springs will either (i)
enter into a leasing arrangement (the "Lease") or (ii) amend
the Lease and Agreement presently existing between the County
and Springs and referred to in Exhibit A to the petition (the
"OQutstanding Lease"). In either event, the County will
agree to lease and rent the Project to Springs and Springs
will agree to lease and rent the same from the County. If the
Lease is entered into, it will become effective upon delivery
and the Lease term shall commence upon the termination of the
Outstanding Lease, but in no event later than March 1, 1993.
Alternatively, the Outstanding Lease may be amended to extend
its term. In either event, the leasing arrangement will
continue at least to the date of final maturity of the
Refunding Bonds, unless sooner terminated as described below.
The rents payable under the Lease or the amended
Outstanding Lease, (hereinafter collectively referred to as
the "Lease and Agreement”), subject to certain credits as therein
provided, will equal the payments of interest, principal and sinking
fund installments due with respect to the Refunding Bonds.
No further payments of such rents need be made when and so
long as the amount in the Bond Fund, established pursuant to

the Trust Indenture, is sufficient to pay the interest on



and principal of the Refunding Bonds. Rent will be paid by
Springs directly to the Trustee.

The Lease and Agreement will provide that Springs will
keep the Project in good repair at its own cost. Springs
will also be required to take out and maintain at its own
expense insurance against fire and certain other risks. In
the event of damage to or destruction of the Project, or if
the Project is taken or condemned under power of eminent
domain in whole or in part, Springs' obligation to pay rent
will not be abated in any respect. Any proceeds received
in such events will be used to repair, restore, relocate,
modify or improve the Project or to redeem the Refunding
Bonds.

Under the Lease and Agreement, Springs shall have the
option to purchase the Project: (1) wunder certain condi-
tions that allow the Refunding Bonds to be redeemed; or (2)
at any time after the full payment of the Refunding Bonds,
or after provision for the payment thereof has been made.

In case of purchase of the Project pursuant to (1)
above, the purchase price will be a sum sufficient to redeem
all Refunding Bonds then outstanding and to pay all reasonable
and necessary fees and expenses of the Trustee and any paying
agent accrued and to accrue through final payment of the
Refunding Bonds. In case of purchase of the Project pursuant
to (2) above, the purchase price shall not exceed $100.00.

In compliance with Section 6 of the Act, the Lease

and Agreement provides that Springs is required to make
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payments to the County, school district or districts, and

other political units wherein the Project is located in lieu

of taxes, in such amounts as would result from taxes levied on the
Project by such County, districts or political units, if the Project
were owned by Springs, but with appropriate reductions similar

to the tax exemptions, if any, which would be afforded to

Springs if it were the owner of the Project. The County

agrees to cause the Project to be valued, rates applied to

such values and statements of such to be sent to Springs as

if the Project were so owned by Springs. Springs agrees to

pay all such payments in lieu of taxes as long as required

by law.

Trust Indenture: The Trust Indenture authorizing and

providing for the issuance of the Refunding Ronds will be

entered into by the County and a bank or trust company to be
designated (the "Trustee").

Under the Trust Indenture, all of the income and revenues
derived by the County under the Lease and Agreement from the
lease of the Project or from the sale or other disposition of
the Project are pledged for the payment of the principal of and
interest on the Refunding Bonds.

A Bond Fund, into which the rental payments derived
under the Lease and Agreement and certain other amounts specified
in the Indenture will be deposited, will be maintained with the
Trustee. While any Refunding Bonds are outstanding, moneys in
the Bond Fund will be used solely for the payment of the
principal, premium, if any, and interest on the Refunding Bonds

and for the redemption or purchase for cancellation of Refunding

Bonds prior to maturity.



Neither the Refunding Bonds nor the interest coupons
appertaining thereto will constitute an indebtedness of the
County within the meaning of any provisions of the State
Constitution or any statutory limitation, and will never
constitute or give rise to a pecuniary liability of the County
or a charge against its general credit or taxing powers.

The Trust Indenture contains customary covenants on the
part of the County with respect to payment of principal and
interest, inspection of Project books, and related matters,
as well as customary provisions for bondholders' remedies,
trustees' duties and amendment of the Trust Indenture.

The Guaranty: Pursuant to the Guaranty, Springs will
unconditionally guarantee to the Trustee for the benefit of

the holders of the Refunding Bonds and the interest coupons
appertaining thereto (1) the full and prompt payment of the
principal of, and premium, if any, on any Refunding Bond when and
as the same shall become due, whether at the stated maturity
thereof or by acceleration or call for redemption or otherwise,
and (2) the full and prompt payment of any interest on any
Refunding Bond when and as the same shall become due. The
Guaranty will remain in effect until the entire principal of

and interest on the Refunding Bonds shall have been paid in full or
provision for the payment thereof has been made in accordance

with the Trust Indenture.



CERTI FICATION

I, Dan M. Byrd, Jr., Secretary of Springs Mills, Inc.
hereby certify that the following resolutions were duly
adopted at a meeting of the Board of Directors of Springs
Mills, Inc. held on October 27, 1977, at which a majority
of the members of the Board were present, that the resolu-
tions are incorporated in the permanent records of the
meeting, and that the following is a true and correct copy

thereof:

RESOLVED: That the appropriate officers of the
Company are authorized to agree with the County
Council of Chester County for the issuance of
refunding revenue bonds to provide funds for
the refunding of the outstanding bonds of the
$35,000,000 Chester County, South Carolina
Industrial Revenue Bonds (Textile Series 1968),
such issue of refunding revenue bonds to be in
a principal amount of approximately $25 million
and to include such terms, rate of interest,
and other provisions as the Executive Committee
of this Board may deem proper; and,

RESOLVED FURTHER: That in the event such officers
agree with the Chester County Council as aforesaid,
such officers are authorized to enter into a leas-
ing arrangement with Chester County pursuant to
which the Katherine Plant would continue to be
leased by the Company from Chester County at
semi-annual rental payments in amounts equal to the
maturing installments of principal of and interest
on such refunding revenue bonds (such leasing
arrangement to contain an option permitting the
Company to purchase such plant at a price not to
exceed $100 when the refunding revenue bonds

shall have been paid), and to assume such other
obligations as are required by the provisions of
The South Carolina Industrial Revenue Bond Act

of 1967, (Code of Laws of South Carolina, 1976,
§4-29-10 et seql; and,



RESOLVED FURTHER: That such officers of the
Company are authorized to proceed with the
preparation and execution of such documents
and papers as counsel may deem necessary or
advisable in connection with the foregoing
transaction and, to do any and all other
acts and things and to execute personally
or by attorney any and all other documents
which they may deem necessary or advisable
in connection with the foregoing.

IN WITNESS WHEREOF, | have hereunto set my hand and
affixed the seal of Springs Mills, Inc., this 31st day of

October, 1977.

(Corporate Seal)



WHEREAS the State of South Carolina has determined by
Act Ko. 103 of the General Assembly of the State of
South Carolina for 1967 (the "Act") (Code of Laws of
South Carolina, 1976, 84-29-10 et seq] that it is in
the public interest to utilize industrial revenue bond
financing to induce manufacturing enterprises to locate
and to remain in the State and to authorize the refund-
ing of any such industrial revenue bonds issued under the
Act; and,

WHEREAS in 1968 Chester County (the "County") issued
its Industrial Revenue Bonds (Textile Series 1968)

(the "Outstanding Bonds") in the principal amount of
$35,000,000 to finance the construction and equipping
of an industrial plant for the manufacture of textiles,
known as the Katherine Plant, which Plant thereafter
was leased to Springs Mills, Inc. ("Springs") and the
operation of which thereby provided employment to
approximately 650 inhabitants of the State; and,

WHEREAS lease payments to date made by Springs have
provided funds for the reduction of the principal
amount of such Outstanding Bonds from $35,000,000

to the presently outstanding amount of $25,325,000;
and,

WHEREAS Section 11 of the Act [Code of Laws of South
Carolina, 1976, 84-29-110] provides that any industrial
revenue bonds issued under the Act may be refunded by any
county issuing same, but only with the approval of the
State Budget and Control Board being first obtained, by
the issuance by any such county of its refunding bonds
in such amount as the county board of such county may
deem necessary, but not exceeding an amount sufficient
to refund the principal of the bonds to be refunded
together with any unpaid interest thereon and any
premiums, expenses, and commissions necessary to be
paid in connection therewith; and,

WHEREAS Springs has sought the agreement of the County
Council of the County to issue Industrial Revenue
Refunding Bonds (the "Refunding Bonds") in an amount
sufficient to refund the principal of the Outstanding
Bonds (together with any unpaid interest thereon

and any premiums, expenses, and commissions necessary

to be paid in connection therewith), presently esti-
mated to be $25,000,000; to enter into a leasing arrange-
ment pursuant to which the Katherine Plant would continue
to be leased by Springs at semi-annual rental payments

in amounts equal to the maturing installments of princi-
pal of and interest on the Refunding Bonds (such leasing
arrangement to contain an option permitting Springs

to purchase the Katherine Plant at a price not to exceed
$100 when the Refunding Eonds shall have been paid);

and, to assume such other obligations as are required

by the provisions of the Act; and,



WHEREAS the proceeds from the issuance of such Refunding
Bonds will be used to purchase United States Treasury
Certificates of Indebtedness, Notes and Bonds--State
and Local Government Series (the "Federal Securities")
which will be held in escrow and irrevocably pledged to
the payment of principal and interest on the Outstanding
Bonds as such principal and interest become due and
payable in accordance with the terms thereof; and,

WHEREAS it is appropriate at this time to authorize the
filing of a petition on behalf of the County Council of

the County in connection with the proposed issuance

of the Refunding Bonds to provide funds for the refunding
of the Outstanding Bonds, together with any unpaid interest
and expenses and commissions necessary to be paid in con-
nection therewith.

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

(1) It is hereby found and determined as follows:

(@) The issuance of the Refunding Bonds
is in the public interest and for a
public purpose and will subserve the
purposes of the Act;

(b) The Refunding Bonds will give rise to
no pecuniary liability of the County or
a charge against its general credit or
taxing power;

(c) The Refunding Bonds will be issued in
an amount sufficient to refund the
principal of the Outstanding Bonds
(together with any unpaid interest
thereon and any premiums, expenses,
and commissions necessary to be paid
in connection therewith), presently
estimated to be $25,000,000;

(d) Refunding of the Outstanding Bonds will
be in the best interests of the holders
of such Bonds in that the Federal
Securities (and interest earned thereon)
will be held in escrow and irrevocably
pledged to the payment of the principal
and interest on such Bonds as such
principal and interest become due and
payable in accordance with the terms
of such Bonds;



() The proposed leasing arrangement will
obligate Springs unconditionally to
pay the amount necessary to provide
the annual payments of principal and
interest to become due on the Refunding
Bonds, and to pay other costs in con-
nection therewith, and will contain
an appropriate provision requiring
Springs to pay, in lieu of taxes, such
amounts as would otherwise be paid if
Springs owned the Katherine Plant;

(f) It is not deemed advisable to establish
any reserve funds in connection with the
retirement of the Refunding Bonds and the
maintenance of the Katherine Plant; and,

(90 The terms under which the Katherine Plant
is to be leased to Springs will provide
that Springs shall maintain the Katherine
Plant and carry all proper insurance with
respect thereto.

(2) The petition on behalf of the County Council to
the State Budget and Control Board of South Carolina, in
substantially the form submitted to this meeting, is hereby
approved, with such modifications, additions, or deletions
therein as may be approved by the County Attorney; and, the
Chairman and the Secretary are each hereby authorized to
execute such petition and to cause the same to be filed with
such State Board and to do such other acts and things as
may be necessary or desirable in connection therewith.

(3) The Chairman and the Secretary are each
authorized to proceed with the preparation and/or execution
of such additional documents and papers as, in the opinion
of the County Attorney, may be necessary or advisable in
connection with the transactions above set forth and to do
any and all other acts and things which they may deem
necessary or advisable in connection with the foregoing.



CERTI FICATION

I hereby certify that the foregoing Resolution was duly
adopted at a meeting of the County Council of Chester

County, South Carolina, held on 1977, at
which meeting all members were present; rrfat the original

Resolution is incorporated in the permanent records of
said meeting; and, that the foregoing is a true and
correct copy thereof.
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STATE OF SOUTH CAROLINA
COUNTY OF CHESTER

__________________________________________________________ )
TO THE STATE BUDGET AND CONTROL g

) PETITION
BOARD OF SOUTH CAROLINA )

Petition of the County Council of Chester County ("the
County Council” and the "County", respectively) pursuant to
Act No. 103 of the Acts of the General Assembly of the
State of South Carolina for the year 1967 (the "Act") [Code
of Laws of South Carolina, 1976, 84-29-10, et seq], respect

fully shows:

1. The County Council is the governing body of Chester
County and was so constituted by Articles 1 and 7 of Chap-
ter 9, Title 4, Code of Laws of South Carolina, 1976 [Code
of Laws 84-1-10 et seq and 84-9-610 et seq], and as such it
is the "County Board" referred to in the Act. Code of Laws

§4-29-10(2).

2. The Act authorizes and empowers the County Council,
if it shall comply with the provisions set forth in the
Act, to acquire land, buildings, and other improvements
deemed necessary, suitable, and useful as an industrial
plant; to lease the same; and, to finance the acquisition
of the same through the issuance of bonds payable from and
secured by a pledge of the revenues to be derived from such

project.



Page Two

3. In furtherance of the stated purposes of the Act
and in compliance with the provisions of the Act, the
County, Ln 1968, issued $35,000,000 Industrial Revenue
Bonds (Textile Series 1968) (the "Outstanding Bonds"™) pur-
suant to the Act and used the proceeds from such issue to
acquire an industrial plant, known as the Katherine Plant,
for the manufacture of textiles (the "Project"); the Pro-
ject was then leased to Springs Mills, Inc., a South

Carolina corporation ("Springs").

4. In connection with undertaking the Project, the
County Council (formerly styled by laws as the Board of
County Directors), by resolution adopted January 2, 1968,
authorized the filing of its Petition to the State Budget
and Control Board ("State Board") for approval of the Pro-
ject, as required by the Act which petition included a
brief description of the Project and its anticipated effect
upon the economy of the County and a reasonable estimate of
the cost of the Project, a copy of which petition is at-
tached hereto as Exhibit A and incorporated herein by refer
ence. On January 9, 1968, the State Board, by resolution,
gave its approval to the Project, to the lease of the Pro-
ject to Springs, and to the financing of the Project by the
issuance by the County of the Outstanding Bonds, which re-
solution is attached hereto as Exhibit B and incorporated

herein by reference.

5. Pursuant to the terms of the lease between Springs

and the County, Springs has made lease payments which have



Page Three

provided funds for the reduction of the principal amount of
$35,000,000 of the Outstanding Bonds to the presently out-
standinn amount of $25,325,000, which amount is the amount

of the Outstanding Bonds to be refunded.

6. The Act provides that any bonds issued thereunder
may, at any time, be refunded by any county issuing same,
but only with the prior approval of the State Board, by the
issuance by any such county of its refunding bonds in such
amount as the county board of such county may deem neces-
sary but not exceeding an amount sufficient to refund the
principal of the bonds to be refunded, together with any
unpaid interest thereon and any premiums, expenses, and
commissions necessary to be paid in connection therewith.
The Act further provides that any such refunding may be
effected, whether the bonds to be refunded have matured or
shall thereafter mature, by the sale of the refunding bonds
and the application of the proceeds for the payment of the

bonds to be refunded. Code of Laws §4-29-110.

7. Pursuant to the Act, the County Council proposes to
issue its Industrial Revenue Refunding Bonds (the "Re-
funding Bonds") in an amount sufficient to refund the
principal of the Outstanding Bonds (together with any un-
paid interest thereon and any premiums, expenses, and com-
missions necessary to be paid in connection therewith), pre

sently estimated to be $25,000,000 (such amount cannot be
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fixed precisely until an interest rate on the Refunding
Bonds has been determined and agreed to by the County
Council). In general terms, such refunding will be accom-
plished by the issuance by the County of the Refunding
Bonds and the deposit, for investment and use as herein-
after described, of the proceeds thereof, net of expenses
and commissions necessary to be paid in connection with the
issuance of the Refunding Bonds, in an irrevocable escrow
deposit fund created pursuant to an escrow deposit agree-
ment (the "Escrow Agreement"). The funds deposited in the
escrow deposit fund, except for a small amount of cash,
will be used to purchase United States Treasury Certifi-
cates of Indebtedness, Notes and Bonds — State and Local
Government Series ("Federal Securities™). The Federal
Securities, together with the interest to be paid thereon,
and the balance of the sum deposited, will be sufficient to
pay the interest on the Outstanding Bonds as the same shall
become due to and including the maturity (or mandatory
sinking fund) dates, and to pay the principal of (whether
at maturity or upon mandatory sinking fund redemption) the
Outstanding Bonds on such maturity (or mandatory sinking

fund) dates.

8. The Refunding Bonds will be issued by the County

pursuant to a trust indenture (the "Trust Indenture"),
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under the terms of which the Refunding Bonds will be
secured by a pledge of all revenues derived by the County
from the sale, lease, or other disposition of the Project
pursuant to a leasing arrangement (the "Lease and Agree-
ment") with Springs, which Lease and Agreement will require
semi-annual rental payments in amounts equal to the
maturing installments of principal of and interest on the
Refunding Bonds. Neither the Refunding Bonds nor the inter
est coupons appertaining thereto will constitute an indebt-
edness of the County within the meaning of any provision of
the State Constitution or any statutory limitation, and
will never constitute or give rise to a pecuniary liability
of the County or a charge against its general credit or

taxing powers.

9. In connection with the issuance of the Refunding
Bonds, the County Council, by resolution adopted October
31, 1977, has found and determined as follows:

(a) The issuance of the Refunding
Bonds is in the public interest and
for a public purpose and will sub-
serve the purposes of the Act;

(b) The Refunding Bonds will give
rise to no pecuniary liability of
the County or a charge against its
general credit or taxing power;

(c) The Refunding Bonds will be
issued in an amount sufficient to
refund the principal of the Out-
standing Bonds (together with any
unpaid interest thereon and any
premiums, expenses, and commissions
necessary to be paid in connection
therewith), presently estimated to
be $25,000,000;



(d)
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Refunding of the Outstanding

Bonds will be in the best interests
of the holders of such Bonds in

that

the Federal Securities (and

interest earned thereon) will be

held

in escrow and irrevocably

pledged to the payment of the
principal and interest on such
Bonds as such principal and inter-
est become due and payable in
accordance with the terms of such
Bonds;

(e)

ment

The proposed leasing arrange-
will obligate Springs uncondi-

tionally to pay the amount neces-

sary

to provide the annual payments

of principal and interest to become
due on the Refunding Bonds, and to
pay other costs in connection there-

with,

and will contain an appro-

priate provision requiring Springs
to pay, in lieu of taxes, such

amounts as would otherwise be paid
if Springs owned the Katherine
Plant;

(f) It is not deemed advisable to

establish any reserve funds in con-

necti

on with the retirement of the

Refunding Bonds and the maintenance
of the Katherine Plant; and,

(9)
Kath

The terms under which the
erine Plant is to be leased to

Springs will provide that Springs

shall maintain the Katherine Plant
and carry all proper insurance with
respect thereto.

10. A general

Escrow Agreement,

summary of the terms of the proposed

the Lease and Agreement, the Trust Inden-

ture, and a Guaranty Agreement from Springs to the trustee

under the Trust Indenture guaranteeing payment of principal

of and interest on the Refunding Bonds, is attached hereto

as Exhibit C and

incorporated herein by reference.



Page Seven

Upon the basis of the foregoing, the County Council

respectfully prays:

THAT the State Roard accept the filing of the Petition
presented herewith; that, as soon as practicable, it make
its independent investigation of the proposed refunding and
of the terms and provisions of the Escrow Agreement, the
Lease and Agreement, and the Trust Indenture, and the
Guaranty Agreement as it deems advisable; and, that there-
after it find that the proposed refunding will promote the
purposes of the Act, that it is reasonably anticipated to
effect such result, and that it approve the refunding on
the basis of such findings and authorize a published notice
of its approval in the manner set forth in Section 14 of

the Act. Code of Laws 8§4-29-140.

Respectfully submitted,
COUNTY COUNCIL OF CHESTER COUNTY



EXHIBIT A

< Sec *i caroltka

1 ITi\.0 CO-TKCH. )

)
HOARD OR SOUTH CAROLIi > ) P,.017 ICof
)

Petition of the Hoard of County Directors of Chester County
"County Boc-rd"), pursuant to Act No. 103 of the Acts of the General

.hJy of the State of South Carolina for the year 1967, respectfully

1. Tne County Hoard is the governing body of Chester County
V S SO constituted by the statute nor codified as Article 2, Chapter
 Ittle 14, code of Lavs of South Carolina, 196?, as amended, and as
-h it is the 'County Board" referred to in Act No. 103 of the Ccnuztil.
sly enacted at the 1967 Regular Session (Die "Act").
2. in Act authorizes and empovers the County Hoard, if it
co ply vith the provisions set forth in the Act, to acquire land,

" ', n"ROthei iwprovera ;nte deeou d necessary* suitable and useful

¢ industrial plant; to lease the sane; and to finance the aegrisi-
of the same through the issuance of bonds payable from and tenured

i pledge of ..he revenue, to be eer’ved £ro.r sieh project.



3. In furtherance of the Mated purponen of the Act, the '

County propones- lo iesuc approximately $35,000,000 industrial revenue

bond." of the County pursuant to the Act and use their proceeds to

acquire an industrial plant for the manufacture of textiles (the

e ' u’ o .me., a South Carolina
cot poz nJ.ion (the "Lessee").
4. In connection with undertaking the Project the County

brird, by resolution adopted January , 1968, has found and determined

follows:
(a) ibc Project will subserve the purposes of the Act;
(b) fhe Project will give rise to no pecuniary liability

of the county or a charge against its general credit or taxing power;

(c) The amount of bonds of the County required to finance

the Project is $35,000,000;

(0) The proposed Lease and Agreement obligates Lessee

ronally to pay the amount necessary to provide the annual

"faients of principal and interest to become due on the Bonds and to

” Y other costs in connection therewith and contains an appropriate

Provision requiring Lessee to pay in lieu of taxes, such amounts as

1'1 ‘fwise be paid if Lessee owned the Project.
() It is not deemed advisable to establish any reserve

"=ar m connection with the retirement of the proposed bonds and

¥V, id cnanee of the Project; and



(f) Tne terms under which Lh-mProject is to be leasedprovide
ti.ot the Lessee shall maintain the Project and carry all proper insurance
with respect fin. .cto.

0. A, provide..! in the propos-. o0 Acquisition Contract

(attached hereto) between the County Board and the Lessee, the Project
shull consist of land and rights therein, industrial buildings,
structures, machinery and equipment suitable for a plant for the
production of sheeting containing natural or man-made fibers or
blends of both and designed at full production to produce approximately
640,000 yards of sheeting per week. The Project will be located near
Die corporate limits of the City of Chester in Chester County.
6. The County Board has determined that the construction
of the Project will have a beneficial effect upon the economy of
Cl.ester County and of the areas adjacent thereto in that, among other
things, it is estimated that the Project vzill employ approximately
persons with an annual payroll of about $2,700,000 per year.
7. A reasonable estimate of the cost of the Project, includ-
,ng site acquisition, capitalized interest and financing costs, is
$33,000,000.
8. The following is a genera? summary of the terms of the
p oj.used Acquisition Contract and Lease Agreement between the County
»lit the Lessee and of the proposed Tru<[ Indenture securing the b;nes:
fi « Conic prraneously with the execution

the Trust indenture, the County will enter into an Acquisition



'tvitrgat Vvith tht* Less. e substant i !ly in the form of contract
ftached hereto an Exhibit A. The Acquisition Conhart wl 13 obligate
Jee= l.essc < to construct the Project on a site near the corporate
' (1! r ‘y i , ( tm. Co”” . y C T
stract, the County will agree to purchase and the Lessee will agree
sell the Project for a price equal to the actual cost thereof to
L e Lcsf.ee or such lesser amount as shall be available from the proceed
the bonds. in the Acquisition Contract it will be provided that.
he bond proceeds, after providing for two yearn of interest on the
pads, will be held in escrow and paid to the Lessee in installments
it incurs costs in the construction of the Project. Conveyance
pc transfer of title of the? Project to the County in to take piace
rior to or on Parch 31, 19S9 (but in no event more than 180 days
fter such date).
Lease and Agreement. Concurrently with the making of the
bguisition Contract, the County and the Lessee will enter into a
e .a; and Agreement (the "Lease’") substantially in the form of agree-
ii.t attached hereto av Exhibit B. In the Lease, the? County will
hpeo to lease and rent the Project to the Lessee and the Lessee will
p'-n to lease and rent the same* from the County. The term of the
-hold estate will commence on the cl-te on which title to the
p'jeet if; conveyed and transferred to the County and will continue

leard to th-- date o' final maturity of the bonds, unless sooner


Lcsf.ee

terminated as clefer ibcd below. The rents; payable under the L<asc,
subject to certain credits a- there.:.]) r, rvided, will equal the p yments
of .nicrest, principal and sinking fund ilistelImentr due with respect
to th" ; Is. Fo fu TL p " of sum .nt: need Ilv e vb 1
and so long os tire amount in the Bond Service Fund is sufficient
to pay the interest on cind principal of the bonds. Rent Vvill be paid
by the Lessee directly to the Trustee for deposit in a special trust
fund (the "Bond Service Fund'). Amounts in the Bond Service Fund will
be pledged pursuant to the Trust Indenture to the payment of the bonds
and the interest thereon.

The Lease will, provide chat the Lessee will keep the Project
in good repair at its own cost. The Lessee will also be required to

take out and maintain at its own expense insurance against fire and

certain other risks. In the event of damage? to or dosLructio’ of
the Project the Lessee's obligation to pay rent will not be abated in
any respect, but the Lessee will be entitled to the proceeds of

insurance upon completion of repairs or, at the option to tlr Lecsec,
periodically upon progress in making repairs. In the event the Project
is taken or condemned unde?" power of eminent domain in whole or in

t, the Lessee's obligation to pay rent 'e.ill not be abated ill any
respect. ITf i1t i1s lawful and economically feasible to rep Jr,
restore or reconst ruct, the Lessee will be required at i1ts expense
to do so, hut will bo reimbursed for its euj.s? ms f?on. the co dcun; t.l.en

mward, any bait nee of such award being paid .into the Bond Service Fund;



JT sucn. is not, the cfiso, the condemn,,tion award will be deposited in

the Bond Service Fund.

«m any tb, the coe .cement of the 0o- u,e

but not more than mo days subsequent to the expiration thereof, the

Lessee shall have the option to purchase the Project at a purchase

prace equal to the amount necessary, when added to the Bond Service

fund, to retire the Bonds in accordance w s o
crucuraance with the provisions of the

Trust Indenture, plus $1.00.

in compliance with Section 6 of the Act, paragraph 5 of the

Lease Agreement provides that the Lessee is required to make payments

to the county, school district or districts, and other political units

sesherein the Project is located in lieu of taxes, in such amounts as

would result from taxes levied on the Project by such County, district«
o) political units, if the Project were owned by the Lessee, but with
reductions similar to the tax exemptions, if any, which

appropriate

would be afforded to the Lessee if it were the owner of the Project.

The basis for such payment of sums in lien of taxes as required by the

Act is stated in said paragraph 5 of the Lease Agreement attached

hereto and reference is made thereto.

Trust Indenture. The Trust Indenture authorising and

providing for the issuance of the bonds will be entered into by the

County substantially in the form of indenture attached hereto as

ldebit C. Under the Trust Indenture the bonds are secured by a

or in connection with the Project, including

>sCge of all revenues



all moneys received under Ilhe Lease Agreement required to be paid

into the Bond Service Fund. Neither the bonds roe the inb » Co sane

apji.rtainrng thereto will constitute an indebtedness of the County

within the meaning of any provision of the State Constitution or any

statutory limitation, and will never constitute or give rise to a

pecuniary liability of the County or a charge against its general

credit or taxing powers.
In addition to the bonds to bo initially issued, the Trust

Indenture will authorize a limited principal amount of additional

parity bonds to finance enlargements, improvements or expansions of

the Project. The Trust Indenture also provides for the establishment

of an Escrow Fund pursuant to the Acquisition Contract, the deposit

therein t>f bond proceeds, their disbursement and the investment

Ihereof. It establishes a Bond Service Fund and provides for the

p.ynent therefrom of amounts necessary for principal of and interest

on the bonds when due. The Trust Indenture contains customary

covenants on the pa-t of u? County with respect to payment of
principal and interest, inspection of Project books, and related

ottfrs. as well as customary provisions for bondholders' remedies,
11°-toes' dutie. and amendment of the Trust Indenture.
Upon the basis of the foregoing, the County Board respect-
f’1ly prays,
n * Lling of tl

‘Idea herewith; as seen as practicable, jt llKiyc its iadcp, hut



CERTIFICATE

I, CHARLES W. McTEER, certify that the foregoing form of

c,l1.°,, to the Stale Budget and Control Board of Soutl, Carolina (a)

he same as the form of such document submitted to the Board of
sounly Dxrectors at its January 2, 1968 meeting and xefcrreS to in
ie Resolutions adopted by the Board at such meeting and (b) is the

me as the form of such document submitted to the State Budget and
ntrol Board of South Carolina on January 3, 19C8.

CharlfcTrw! McTeel
County Attorney



itigation of the Project and the terms and provisions of the
sition Contract, the Lease and Agreement, and the Trust
ture as it deems advisable, and that thereafter it finds
the proposed Project will promote the purposes of the Act;
it is reasonably anticipated to effect such result, and that
proves the Project on the basis of such findings and author-
a published notice ofits approval in the manner set forth in
on 14 of the Act.

Respectfully submitted,

BOARD OF COUNTY DIRECTORS

OF CHESIER COUNTY

By

Chai rman

Secretary

cer tificate

I, J. B. McDowell, certify that the foregoing form of
Lon to the State Budget and Control Board of South Carolina
J same as the form of such document submitted to the Board
inty Directors at its January 2, 1968 meeting and referred
the Resolutions adopted by the Board at such meeting.

J. B. McDowell
Secretary



RJiSpLOTION
EXHIBIT B

STATE OF SOUTH CAROLINA BUDGET AND CONTROI, BOARD

WHEREAS, the Board of County Directors of Chester County
(the County Board) has petitioned the State Budget and Control Board
cf South Carolina (the State Board) seeking the approval of the
State Board to an undertaking by the County Board pursuant to Act
No. 103 of the General Assembly of the State of South Carolina fcr
1967 (the Act); and

WHEREAS, the proposed undertaking consists of the acquisi-
tion from Springs Mills, Inc. (Springs) of a parcel of land,
aggregating approximately 140 acres in Chester County, located at
the intersection of South Carolina Road No. 9 and No. 12-56, together
with an industrial building, machinery and equipment located thereon
aid designed to produce at full production approximately 640,000
yards of sheeting per week, (the Project); and

WHEREAS, the Project will employ approximately 475 persons
with an annual payroll of about $2,700,000; and

WHEREAS, the Project is to be leased to Springs at a rental
sufficient to provide for the payment of the bonds of Chester County
hereafter referred to, and costs and expenses resulting from the
issuance thereof, and

WHEREAS, in order to finance the Project, the County Board
proposes to provide for an issue of $35,000,000 Industrial Revenue

Ponds (Textile Scries 1968) payable from the rental;, derived frost



Springs end additionally secured by a Trust Indenture; and
WHEREAS, drafts of the Acquisition Contract, Lease and
Agreement, and Trust Indenture between Chester County and Springs

have been submitted and considered by this Board,

NOW THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND
CONTROL BOARD IN MEETING DULY ASSEMBLED:
1. It has been found and determined by the State Board:

(a) That the statement of facts set forth in the
recitals of this Resolution are in all respects true and correct,

(b) That the County Board has filed a proper petition
to the State Board establishing a reasonable estimate of the cost
of the Project, a general summary of the terms and conditions of
the Acquisition Contract, Lease and Agreement, and Trust Indenture
to be made by the County Board and has established that Springs wiII<
pay as additional rentals, in lieu of taxes, the sums prescribed by
Section 6 of the Act,

(c) That the Project will provide employment in its
operation, and will be of benefit to Chester County and adjoining
areas,

e(d) That the Project is intended to promote the
purposes of the Act and is reasonably anticipated to effect such

results.



2. On the basis of the foregoing findings, the proposed
mdcrtaking of the County Board to acquire the Project, to lease
;he same to Springs and to finance the cost thereof through the
ssuance of Bonds payable from the revenues to be derived from the
.peration of the Project and additionally secured by the said Trust
Indenture, be and the same is hereby approved.

3. Notice of the action of the State Board in giving
,pproval to'the undertaking of Chester County above-described shall
. published in the Chester News, which is a newspaper having general

sirculation in Chester County.
4. The notice to be published shall be in form substantial”®

is set forth as Exhibit A. of this Resolution.



Exhibit C

SUfIIARY OF DOCUMENTS

Following is a summary of the Escrow Agreement, Lease
and Agreement, Trust Indenture and Guaranty Agreement referred
to in the Petition to which this Exhibit is attached. Terms
defined in the Petition will be used herein vzith the same
meaning.

Escrow Agreement; Pursuant to the Escrow Agreement among the
County, Springs and a bank or trust company to be designated
(the "Escrow Agent"), the County will deposit the proceeds from
the sale of the Refunding Bonds with the Escrow Agent to be
used to purchase the Federal Securities and to be held as
uninvested cash. The uninvested cash, the Federal Securities,
as the same mature, and the income and interest earned thereon
will be sufficient, and will be applied by the Escrow Agent,

to pay the principal of and interest on the Outstanding Bonds
as the same become due.

The Escrow Agent shall have no power to sell, transfer,
otherwise dispose of or request the redemption of the Federal
Securities or to substitute therefor any other obligations.
The escrow created pursuant to the Escrow Agreement
shall be irrevocable and the holders of the Outstanding Bonds
shall have an express lien on all moneys and Federal Secu-
rities held by the Escrow Agent until paid in accordance
with the Escrow Agreement. The escrow Agreement shall
terminate when all of the Outstanding Bonds and coupons
appertaining thereto have been paid in accordance with the

provisions of the Escrow Agreement. If any Outstanding Bonds



or coupons are not presented for payment when due and
payable, the nonpayment thereof shall not prevent the
termination of the Escrow Agreement. AIll moneys or Federal
Securities held in escrow at termination and not needed
for the payment of the principal of or interest on any
of the Outstanding Bonds shall be transferred to Springs.
Lease and Agreement: The County and Springs will either (i)
enter into a leasing arrangement (the "Lease") or (ii) amend
the Lease and Agreement presently existing between the County
and Springs and referred to in Exhibit A to the petition (the
"Qutstanding Lease"). In either event, the County will
agree to lease and rent the Project to Springs and Springs
will agree to lease and rent the same from the County. If the
Lease is entered into, it will become effective upon delivery
and the Lease term shall commence upon the termination of the
Outstanding Lease, but in no event later than March 1, 1993.
A lternatively, the Outstanding Lease may be amended to extend
its term. In either event, the leasing arrangement will
continue at least to the date of final maturity of the
Refunding Bonds, unless sooner terminated as described below.
The rents payable under the Lease or the amended
Outstanding Lease, (hereinafter collectively referred to as
the "Lease and Agreement”), subject to certain credits as therein
provided, will equal the payments of interest, principal and sinking
fund installments due with respect to the Refunding Bonds.
No further payments of such rents need be made when and so
long as the amount in the Bond Fund, established pursuant to

the Trust Indenture, is sufficient to pay the interest on



and principal of the Refunding Bonds. Rent will be paid by
Springs directly to the Trustee.

The Lease and Agreement will provide that Springs will
keep the Project in good repair at its own cost. Springs
will also be required to take out and maintain at its own
expense insurance against fire and certain other risks. In
the event of damage to or destruction of the Project, or if
the Project is taken or condemned under power of eminent
domain in whole or in part, Springs' obligation to pay rent
will not be abated in any respect. Any proceeds received
in such events will be used to repair, restore, relocate,
modify or improve the Project or to redeem the Refunding
Bonds.

Under the Lease and Agreement, Springs shall have the
option to purchase the Project: (1) under certain condi-
tions that allow the Refunding Bonds to be redeemed; or (2)
at any time after the full payment of the Refunding Bonds,
or after provision for the payment thereof has been made.

In case of purchase of the Project pursuant to (1)
above, the purchase price will be a sum sufficient to redeem
all Refunding Bonds then outstanding and to pay all reasonable
and necessary fees and expenses of the Trustee and any paying
agent accrued and to accrue through final payment of the
Refunding Bonds. In case of purchase of the Project pursuant
to (2) above, the purchase price shall not exceed $100.00.

In compliance with Section 6 of the Act, the Lease

and Agreement provides that Springs is required to make



4

payments to the County, school district or districts, and

other political units wherein the Project is located in lieu

of taxes, in such amounts as would result from taxes levied on the
Project by such County, districts or ?olitical units, if the Project
were owned by Springs, but with appropriate reductions similar

to the tax exemptions, if any, which would be afforded to

Springs if it were the owner of the Project. The County

agrees to cause the Project to be valued, rates applied to

such values and statements of such to be sent to Springs as

if the Project were so owned by Springs. Springs agrees to

pay all such payments in lieu of taxes as long as required

by law.

Trust Indenture: The Trust Indenture authorizing and

providing for the issuance of the Refunding Bonds will be

entered into by the County and a bank or trust company to be
designated (the "Trustee").

Under the Trust Indenture, all of the income and revenues
derived by the County under the Lease and Agreement from the
lease of the Project or from the sale or other disposition of
the Project are pledged for the payment of the principal of and
interest on the Refunding Bonds.

A Bond Fund, into which the rental payments derived
under the Lease and Agreement and certain other amounts specified
in the Indenture will be deposited, will be maintained with the
Trustee. While any Refunding Bonds are outstanding, moneys in
the Bond Fund will be used solely for the payment of the
principal, premium, if any, and interest on the Refunding Bonds
and for the redemption or purchase for cancellation of Refunding

Bonds prior to maturity.



Neither the Refunding Bonds nor the interest coupons
appertaining thereto will constitute an indebtedness of the
County within the meaning of any provisions of the State
Constitution or any statutory limitation, and will never
constitute or give rise to a pecuniary liability of the County
or a charge against its general credit or taxing powers.

The Trust Indenture contains customary covenants on the
part of the County with respect to payment of principal and
interest, inspection of Project books, and related matters,
as well as customary provisions for bondholders' remedies,
trustees' duties and amendment of the Trust Indenture.

The Guaranty: Pursuant to the Guaranty, Springs will
unconditionally guarantee to the Trustee for the benefit of

the holders of the Refunding Bonds and the interest coupons
appertaining thereto (1) the full and prompt payment of the
principal of, and premium, if any, on any Refunding Bond when and
as the same shall become due, whether at the stated maturity
thereof or by acceleration or call for redemption or otherwise,
and (2) the full and prompt payment of any interest on any
Refunding Bond when and as the same shall become due. The
Guaranty will remain in effect until the entire principal of

and interest on the Refunding Bonds shall have been paid in full or
provision for the payment thereof has been made in accordance

with the Trust Indenture.



Interim Report

For the Three Months
and Nine Months Ended
October 1, 1977



To the Shareholders:

Springs Mills had higher sales and earnings for
the first nine months of 1977

Sales for the third quarter were up, but earnings
for the period declined

Net income for the first nine months, which
ended October 1, was $10,439,000, up 3.8 per cent
from net income of $10,061,000 in the first nine
months of 1976. Earnings amounted to $119 per
share, compared with earnings of $1 15 per share
in the first nine months of 1976.

Net sales for the first nine months were
$474,763,000, up 8 per cent from net sales of
$439,418,000 in the first nine months of 1976.

For the third quarter ,net income was $2,321,000,
down 28 1per cent from net income of $3,226,000
in the third quarter of 1976. Earnings for the third
guarter amounted to 26 cents per share, compared
with earnings of 37 cents per share in the third
quarter of 1976

Net sales in the third quarter were $151,357,000,
up 6.2 per cent from net sales of $142,500,000 in
the third quarter of 1976

Fort Mill, S.C H W Close
October 28, 1977 Chairman of the Board

Peter G Scotese
President, Vice Chairman
and Chief Executive Officer



CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

(Unaudited)

SPRINGS MILLS. INC AND SUBSIDIARIES

(000 omitted except per share amounts)

INCOME
Net Sales

Cost and expenses:
Cost of goods sold.....ccccceevvvveiiinnnnnn,
Selling, administrative and
general eXpenses ........ccccceeeeeeennnn
INterest. ...

Income before income taxes................
Provision for income taxes ................

Net income

Net income per share.......ccccceevcvvveeeiiinen,

Weighted average number of shares
of common stock and common stock

equivalents outstanding during period .

RETAINED EARNINGS
Retained earnings at beginning
of period ..o
Net income

Cash dividends on common stock
(quarterly per share amounts —
1977 - $ 2250; 1976 $ 1875)...........

Retained earnings at end of period

Thirteen Weeks Thirty-Nine Weeks
Ended Ended

October 1, October 2, October 1, October 2,
1977 1976 1977 1976

$151,357 $142,500 $474,763  $439,418

134,113 124,141 414,298 382,491

12,101 11,200 37,413 34,536
1,297 1,392 4,097 4,216
(356) (183) (1,092) (926)

147,155 136,550 454,716 420,317
4,202 5,950 20,047 19,101
1,881 2,724 9,608 9,040

$ 2321 $ 3,226 $ 10,439 $ 10,061

$ 26 $ 37 08 119 $ 1.15

8,765 8,755 8,765 8,773

$279,968 $270,727 $275,750 $267,154
2,321 3,226 10,439 10,061

(1,950) (1.625) (5,850) (4,887)
$280,339 $272,328 $280,339  $272,328

(See Notes to Financial Statements, Page Four.)

One



CONSOLIDATED BALANCE SHEET
(Unaudited)

SPRINGS MILLS, INC AND SUBSIDIARIES
(000 omitted except share data)

ASSETS

Current Assets:
Cash
Short-term investments ..................
Accounts recei n ( (principally trade)
Inventories, at lower of cost

(principally LIFO) or marki

Other

Tota

Property, Plant and Equipment
Les dated depreciation and amortization

Property, plant and equipment, net
Investments and Deferred Charges

Total

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:
Current maturities of long*tem debt

Total current liabilities
Long-Term Debt
Deferred Income Taxes, etc.

Shareholders' Equity:
Common stock - $.50 par value
Additional paid in i ita
Retained earnings

Total
Less cost of common shares in treasury
(1977 - 84,797, 1976 - 80,964)

ireholders'equity ..

Total

(See Notes to Financial Statements, Page Four.)

Two

October 1,
1977

$ 4,319
9,055
99,395

154,237
7,002

274,008

393,895
233,608

160,287
5,464
S439.759

S 4,166
34,252
23,442

61,860
64,924
24,024

4,374
5,469
280,339

290,182

1,231
288,951
$439,759

October 2,
1976

$ 8,492
14,200

135,322
7,713

257,981

381,4/1
216,700

164371

$430,1

26,618
20,874

57,067

20,806

282,165

1,177
280,988
$430,681



CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION
(Unaudited)

SPRINGS MILLS. INC AND SUBSIDIARIES

(000 omitted)

Thirty N me Weeks Ended
October 1, October 2,

1977 1976
Working capital provided by:
Operations
N t inkome S10,439 $I
Depreciation and amortization 14,979 13,767
Other.net 1,527 1,628
3otal from operations 26,945
Proceeds from long-term debl 0 3,011
2,013 (738)
28,958 27,729
Working capital applied to:
Addit.' 12,800
Redut tion of long tern debt 6,349
Dividends paid 5,850 4,887
Working <apital applied 24,999
Increase in working capital S 3,959 $ 2,602
Increase (decrease) in working capital
by components:
Cash S (6,363) 5(2,247)
Short-term investments (8,045) 5,300
Re « (8,615) (9.9CX3)
In 35,101 23,286
Other current assets 1,328 931
Current maturities —long term debt 15 50
(10,092) (1,669)
Other accrued liabilities 630 (13,143)
Increase in working capital S 3,959 $ 2,602

(See Notes to Financial Statements, Page Four.)



Notes To Financial Statements

1 These financial statements should be read
in conjunction with the Financial State
ments presented in the 1976 Annual
Report of Springs Mills, Inc

In the opinion of the management of
Springs Mills the accompanying financial
statements contain all adjustments (con
sisting of only normal recurring accruals)
necessary for their fair presentation The
results for periods reflect,
however, adjustments for certain items
which can only be finally determined on
an annual basis. These items include
valuation of the majority of inventories
on a LIFO cost basis, for
income taxes, and provision for invest
ment tax credits The accompanying
statements reflect the applicable portions
of the estimated annual amount for such

interim

provision

items.

The results for interim periods are not

necessarily indicative of results for the
remainder of the year.

2. On June 23, 1977, the U. S District
Court for the District of South Carolina
permanently enjoined the U. S Consumer
Product Safety Commission from en-
forcing regulations, previously issued by
the Commission, which would have re-
qguired Springs Mills to repurchase certain
fabric containing the chemical flame
retardant TRIS On June 28, 1977, the
Commission filed a notice of appeal
from such order to the U. S Circuit
Court of Appeals for the Fourth Circuit.
Counsel for Springs Mills isof the opinion
that the District Court's order will be
sustained on appeal.

3 For comparative purposes, certain 1976

amounts shown in the accompanying
financial statements have been reclassified

to conform with 1977 classifications.

Sanger Growth Marks Seabrook Expansion

Seabrook Foods' westward expansion is
typified by the growth of the company's
Sanger Plant in California's San Joaquin
Valley. The plant now processes more than
four times the amount of fruits and
vegetables it processed when it was acquired
by Seabrook in 1971

With investment from Springs sparking
growth, Sanger now accounts for some
40 per cent of Seabrook Foods' total
production Today, the plant is believed
to be the nation's largest single frozen fruit
and vegetable operation.

Four

Seabrook's West Coast operations at
Sanger, Albany, Ore., and Lynden, Wash.,
are supplying an increasing amount of
frozen fruits and vegetables marketed by
Seabrook in the West, Northeast and South
The company also has concentrated on
building management strength in its
Northern Division, which has new head

qguarters in Fresno, Calif., 18 miles from
Sanger

Seabrook, a wholly-owned subsidiary of
Springs, was acquned in 1973 as a

diversification move.



S30 Million Project
Springs To Modernize Lancaster Plant






Interim Report

For the Three Months
and Six Months Ended
July 2, 1977



To the Shareholders:

Springs had higher sales and earnings for both the first
half and the second quarter of 1977.

Net income for the first six months of 1977, which
ended July 2, was $8.118,000. up 18 8 per cent from net
income of $6,835,000 in the first six months of 1976.
Earnings amounted to 93 cents per share, compared
with earnings of 78 cents per share in the first six months
of 1976

Net sales for the first six months of 1977 were
$323,406,000, up 8.9 per cent from net sales of
$296,918,000 in the first six months of 1976

For the second quarter of 1977. net income was
$4,436,000, up 25.8 per cent from net income of
$3,526,000 in the second quarter of 1976. Earnings for
the quarter amounted to 51 cents per share, compared
with earnings of 40 cents per share inthe second quarter
of 1976.

Net sales in the second quarter of 1977 were
$165,108,000, up 10.5 per cent from net sales of
$149,384,000 in the second quarter of 1976

Sales for the second quarter and the first six months
were the highest for those periods in the company's
history Earnings for the second quarter and the first six
months were the highest since 1974

These results are encouraging We hope the remain-
der of the year will continue to reflect this same level of
business activity for Springs.

Fort Mill. SC H W Close
August 5. 1977 Chairman of the Board

Peter G Scotese
President, Vice Chairman
and Chief Executive Officer

COVER Mattie Goodman, a weaver, makes an ad/ustment on one
of the new Futi weaving machines installed recently in Springs
Elliott Plant These advanced looms operate more than twice as
last as conventional looms and are much quieter



CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS
(UNAUDITED)

SPRINGS MILLS INC AND SUBSIDIARIES

(000 omitted except per share amounts)

Thirteen Weeks Twenty-Six Weeks

Ended Ended
July 2, July 3 July 2, July 3.
1977 1976 1977 1976
INCOME
Net sales $165,108 $149,384 $323,406 $296 918
Cost and expenses
Cost ot goods sold 142.898 129 692 280.185 258 350
Selling administrative and
general expenses 12.541 11.737 25.312 23.336
Interest 1.384 1.536 2.800 2.824
Other (income) net (257) 1.398. (736) 1743)
lotal 156,566 142 567 307,561 283.767
Income before income taxes 8.542 6 817 15,845 13 151
Provision for income taxes 4,106 3.291 7,727 6 316
Net income S 4436 $ 3.520 S 8,118 S 6835
Net income per share S 51 3 40 S 93 3 78
Weighted average number of shares of
common stock and common stock
eguivalents outstanding during period 8,765 8.798 8,764 8 782

RETAINED EARNINGS
Retained earnings at beginning of period S277.482 $268828 §275.750 $267,154
Net income 4.436 3.526 8,118 6 835
Cash dividends on common stock
(1977 - $2250 per share
1976 - $ 1875 per share) 0,950) -11.627) (3,900) (1262)

Retained earnings at end of period $279,968 $270,727 $279,968 $270.727

NOTES TO FINANCIAL STATEMENTS

1 These financial statements should be
read in conjunction with the Financial
Statements presented in the 1976 An-

cruals) necessary for their fair presenta-
tion The results for interim periods re-
flect however adjustments for certain

nual Report of Springs Mills. Inc

In the opinion of the management of

Springs Mills the accompanying finan-
cial statements contain all adjustments
(consisting of only normal recurring ac-

items which can only be finally deter-
mined on an annual basis These items
include valuation of the majority of in-
ventories on a LIFO cost basis pro-
vision for income taxes, and provision
for investment tax credits The accom-
(Continued Next Page)



CONSOLIDATED BALANCE SHEET
(UNAUDITED)

SPRINGS MILLS. INC AND SUBSIDIARIES
(000 omitted except share data)

ASSETS
Current Assets:

Short-term investments
Accounts receivable (principally trade)
Inventories, at lower of cost
(principally LIFO) or market
Other
Total current assets
Property, Plant and Equipment
Less accumulated depreciation and amortization
Property plant and equipment net
Investments and Deferred Charges
Total

LIABILITIES AND SHAREHOLDERS EQUITY
Current Liabilities:
Current maturities of long-term debt
Accounts payable
Other accrued liabilities
Total current liabilities
Long-Term Debt
Deferred Income Taxes, etc.
Shareholders' Equity:
Common stock - $ 50 par value
Additional paid-in capital
Retained earnings
Total
Less cost of common shares in treasury
(1977 - 81.844 1976 - 69.464)
Total shareholders equity
Total

July 2, July 3,
1977 1976

- $ 4,311 $ 6,464
13,595 19.600
98.256 91,373
137 851 124,212
8,000 6.466
262,013 248,115
391,602 378.822
229,845 212.894
161,757 165.928
6,399 9,691
$430,169 $423,734
$ 4,167 $ 4.088
25,200 25,025
21,190 22.550
50,557 51.663
67,303 72,235
23,690 20.305
4,374 4.374
5.467 5.461
279,968 270,727
289.809 280,562
1,190 1,031
288,619 279,531
$430,169 $423,734

NOTES TO FINANCIAL STATEMENTS (Continued)

panymg statements reflect the applica-
ble portions of the estimated annual
amount for such items

The results for interim periods are not

necessarily indicative of results for the
remainder of the year

Two

2 On June 23, 1977 the U S District
Court for the District of South Carolina
permanently enjoined the U S Con-
sumer Product Safety Commission from
enforcing regulations, previously issued
by the Commission, which would have
required Springs Mills to repurchase
certain fabric containing the chemical
flame retardant TRIS On June 28 1977.



CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION

(UNAUDITED)

SPRINGS MILLS INC AND SUBSIDIARIES
(000 omitted)

Working capital provided by:
Operations
Net income
Depreciation and amortization
Other, net
Total from operations
Proceeds from long-term debt
Working capital provided
Working capital applied to:
Additions to property, plant and equipment
Reduction of long-term debt
Dividends paid
Other, net
Working capital applied
Increase (decrease) in working capital

Increase (decrease) in working capital
by components:

CaASN oo ———

Short-term investments

Receivables........iiiciiiee e

Inventories

Other current assets
Current maturities - long-term debt
Accounts payable
Other accrued liabilities

Increase (decrease) in working capital

the Commission filed a notice of appeal
from such order to the U S Circuit Court
of Appeals for the Fourth Circuit
Counsel for Springs Mills is of the
opinion that the District Court s order
will be sustained on appeal

Three

Twenty-Six Weeks Ended

July 2, July 3
1977 1976

S 8,118 $ 6.835
10,104 9.415
1,148 1,077
19,370 17,327
0 3,011

19,370 20,338
9,030 12 433
3,970 3962
3,900 3,262
(797) 2.541
18,103 22,198

t 3,287 $11860)
$ (6,371) $ (4.275)
(3,505) 10.700
(9.754) (10.787)
18,715 12,176
2,326 (316)
14 37
(1.040) (76)
2,882 (9,319)

$ 3,267 $ 1L860)

3 For comparative purposes, certain 1976
amounts shown in the accompanying
financial statements have been
reclassified to conform with 1977
classifications



Springs Goes to Court
TRIS Case Could Have Far-Reaching Importance

Springs has challenged the Consumer Prod-
uct Safety Commission (CPSC) in a court case
that could have far-reaching effects upon the
regulation of products intended for the mar-
ketplace

In the spring of 1977 the CPSC declared that
the chemical flame retardant TRIS, and all gar-
ments fabrics yarns and fibers containing
TRIS and intended for use by children were

banned hazardous substances" Ifupheld this

action by the CPSC would require producers to
re-purchase garments fabrics, yarns fibers
and chemicals containing TRIS at a cost esti-
mated by the CPSC in the range of hundreds of
millions of dollars

Springs which has been a major supplier of
fabrics for children s sleepwear is contesting
the action in the Federal courts Here are some
of the main points in Springs position

1 The Federal government in 1971-72 com-
pelled the textile industry to produce flame-
resistant fabrics for children s sleepwear and to
bring these products to market on a tight time
schedule The only chemical then available
that would produce an acceptable flame-
resistant finish was TRIS The textile industry
said more time was needed to test the toxic and
allergenic effects of the TRIS finish The gov-
ernment turned down this request and ordered
the industry to produce flame-resistant fabrics
speedily The effect was to compel the use of
TRIS

2 In 1977 under pressure from the Environ-
mental Defense Fund the CPSC issued its ban
of all TRIS-treated fabrics and garments for
children CPSC said there was evidence that

TRIS might cause cancer Springs sued the
CPSC in Federal District Court in South
Carolina contending that the CPSC failed to
follow the procedures set forth in the Federal
Hazardous Substances Act Specifically.
Springs declared that the CPSC had not held
hearings that would permit the parties affected
to test the credibility and validity of the evi-
dence against TRIS

3 Springs contends there is serious question
that valid sclentific evidence would support the
complaints against TRIS-treated fabrics and
garments The company pointed out that the
National Cancer Institute has called the data
derived from tests on highly-sensitized rats and
mice preliminary, unverified and uninter-
preted’ The company also pointed out that a
CPSC doctor has stated that skin absorption
tests presented to the CPSC were not scientif-
ically valid

4 The District Court permanently enjoined
the CPSC from enforcing the ban and re-
purchase of TRIS-treated fabrics and garments
The CPSC has filed notice that it will appeal this
decision to a higher court

Springs believes that the right to a hearing is
fundamental The company feels the case is a
vital one and that a decision in its favor could
lead to a more restrained and logical approach
to the regulation of products based upon scien-
tific evidence that withstands careful examina-
tion

Inthe meantime Springs has withdrawn from
the children s sleepwear market on the grounds
that the present regulatory environment is errat-
ic and unpredictable

Four



Gardner coal purchasing agent Robert S
Hudspeth vice president-purchasing and
iwearing hardhat) Robert Vaughn Grace Power
Plant superintendent

A bulldozer levels out coal iust unloaded from
the rail car at right This coal field is part of
Springs inventory for the winter months It
stretches for acres At right are Mrs Edith

Springs Builds Inventory of Energy; Looks for
New Ways to Conserve

Westchester County to

build its supplies of energy tor the
mtbs of 1978 At the same time the

(Continued Next Page



(Continued)

lems and labor contract renewals in the coal
and rati industries

As another precaution Springs now has
915.000 gallons of propane stored in tour loca-
tions. an emergency backup supply justin case
natural gas deliveries are interrupted againthis
winter This supply is sufficient to keep our tex
tile plants running at full capacity for 23 operat-
ing days Springs uses gas for certain textile
processing steps

Currently Springs is installing a propane air
standby plant for its Seabrook Foods facilities
in Montezuma Ga Seabrook uses natural gas
in some stages of food preparation

Springs energy group is spearheading a
study to examine energy-saving possibilities
forthe nextfive years Outofthe study will come
long-range conservation goals and plans

One example of energy-saving technology is
an mfra-red pre-dryer now being installed at
Grace Finishing Plant Itsexpected to cut natu-
ral gas used in that process by 50 per cent
Another example is a system now under study
which captures hot air exhausted from proces
sing equipment and re-uses it for heating the
plant

Because of a multitude of conservation ef
forts energy used by Springs per pound of
cloth processed was 17 7 per cent less in June
1977 than in June 1972

Springs

John V Cauthen

John Cauthen Heads
Manufacturing; His
Goal Is Productivity

John V Cauthen 48 joined Springs in June
as corporate vice president-textile manufactur-
ing a newly-created position He reports to
James B Lasley. executive vice president

He had been with Burlington Industries since
1959 most recently as manufacturing vice pres-
ident of the Greige Fabrics Division

Peter G Scotese president and chief execu-
tive officer said Cauthens appointment un-
derscores our determination to remain a major
force in textiles His assignment in essence is
to maximize the productivity of our textile in-
vestment

Board Chairman H W Close said Cauthen
would play a key role in Springs five-year capi-
tal improvement program for its textile opera-

Springs Mills, Inc.
Corporate Headquarters
PO Box 70

Fort Mill SC 29715
(803) 547-2901
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Management & t\ a hand

Reporter\ folhni talk' at metho tahh

To The Shareholders:

Springs had higher sales and earnings
tor the first quarter of 1977, compared
with tlie first quarter of 1976.

Net income for the quarter ended
April 2. 1977 was S3,682.(XX). or 42
cents per share, compared with net
income of $3,309,(XX), or 38 cents per
share, in the first quarter of 1976. This
was an increase of 11 per cent.

Net sales tor the first quarter of 1977
were S158,298. (XX, an increase of 7.3
per cent from net sales of $147,534.(XX)
in the first quarter of 1976.

This was our best first (juarter since
1974 Barring unforeseen complications,
we see this improvement continuing
steadih for at least the intermediate
future.

H. W. Close
Chairman of the Board

Peter G. Scotese
President, Vice Chairman
and Chief Executive Officer

Fort Mill, S.C.
May 6. 1977

1



Financial Results

CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS

(UNAUDITED)

SPRINGS MILLS. INC AND SUBSIDIARIES

(GO0 omitted except per share amounts)

INCOME
Net sales

Cost and expenses:
Cost of goods sold
Selling, administrative and general expenses
Interest
Other (income), net

TOtAl e e ——————

Income before income taxes
Provision for income taxes

Net income
Net income per share

Weighted average number of shares of
common stock and common stock
equivalents outstanding during period

RETAINED EARNINGS
Retained earnings at beginning of period
Net income
Cash dividends on common stock
(1977 - $2250 per share.
1976 - $ 1875 per share)

Retained earnings at end of period

See Notes to Financial Statements

Thirteen Weeks Ended

April 2,
1977

S$158,298

137,287
12,771
1,416

(479)

150,995

7,303
3,621

$ 3.682

$ 42

8,765

S275.750
3.682

11,950)
S277.482

April 3.
1976

$147,534

128 658
11,599
1.288

— (349
141,200
6.334
3.025

$ 3309

$ 3

8.798

$267,154
3,309

(1.635)
$268,828



CONSOLIDATED BALANCE SHEET
(UNAUDITED)

SPRINGS MILLS INC AND SUBSIDIARIES

(000 omitted except share data)

ASSETS
CURRENT ASSETS
Cash
Short-term investments
Accounts receivable (principally trade)
Inventories at lower of cost
(principally LIFO) or market.......ccocveevvvvveeeeneneen.
Other
Total current assets
PROPERTY PLANT AND EQUIPMENT
Less accumulated depreciation and amortization
Property, plant and equipment net
INVESTMENTS AND DEFERRED CHARGES

TOTAL

LIABILITIES AND SHAREHOLDERS EQUITY
CURRENT LIABILITIES

Current maturities of long-term debt

Accounts payable

Other accrued liabilities

Total current liabilities

LONG-TERM DEBT
DEFERRED INCOME TAXES ETC
SHAREHOLDERS EQUITY

Common stock - $ 50 par value

Additional paid-in capital

Retained earnings

Less cost of common shares in treasury
(1977 - 81 844 1976-27.564)

Total shareholders equity
TOTAL

See Notes to Financial Statements

April 2,
1977

$ 5.498
25.800
94.586

130,758
6,706

263.348

386.767
225,232

161.535
7,614
S432.497

S 4.299
26.596
22,457

53,352
69.649
23,362

4.374
5.468
277,482

287.324

1,190
286,134
$432,497

April 3.
1976

$ 9699
24.200
89.705

113.543
6.267

243 414

374 045
209.344

164 701
11 195
$419,310

$ 4.032
25.716
17,112

46860
74 240
19.999

4373
5445
268 828

278646

435
278.211
$419,310



CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION
(UNAUDITED)
SPRINGS MILLS. INC AND SUBSIDIARIES
(000 omitted)

Working capital provided by:
Operations
Net income
Depreciation and amortization

Other Net.cieiiei e

Total from operations
Proceeds from long-term debt

Working capital provided
Working capital applied to:

Additions to property, plant and equipment

Reduction of long-term debt
Dividends paid

(@1 g 1= TR

Working capital applied
Increase (decrease) in working capital

Thirteen Weeks Ended

Increase (decrease) in working capital by components:

CaSh s

Short-term investments
Receivables

Inventories

Other current assets

Current maturities - long-term debt
Accounts payable

Other accrued liabilities

Increase (decrease) in working capital

April 2, April 3
1977 1976

$ 3.682 $ 3.309
5.076 4.613
..................... 772 716
9,530 8638

0 3,000

9.530 11.638
3.637 7 883
1.624 1,564
1.950 1.635
512 2,314
7,723 13.396

$ 1,807 $ _£1.758)
......... S (5,184) $ (1 040)
8,700 15.300
(13.424) (12455)
11,622 1.507
1,032 (515)
(118) 93
(2.436) (767)
1,615 (3.881)

S 1,807 $ (1,758)

NOTES TO FINANCIAL STATEMENTS

1 Inthe opinion of the management of
Springs Mills, Inc the accompanying
financial statements contain all ad-
justments (consisting of only normal
recurring accruals) necessary for their
fair presentation The results for
interim periods reflect, however ad-
justments for certain items which can
only be finally determined on an an-
nual basis These items include valua-
tion of the majority of inventories on a
LIFO cost basis, provision for income
faxes and provision for investment tax
credits The accompanying statements

reflect the applicable portions of the
estimated annual amount for such
items

The results for interim periods are not
necessarily indicative of results for the
remainder of the year

For comparative purposes, certain
1976 amounts shown in the accompa-
nying financial statements have been
reclassified to conform with 1977
classifications



Springs Annual Meeting Highlights

89th Meeting

The 89th animal meeting <4 the sharehol-
ders ol Springs Mills. Ini was held at the
corporate headquarters in Port Mill S.(
Beginning at 930 a in. Thursday, \pril 21.
1977

Board of Directors

\\ ith 89.1 per cent ol the shares voted,
shareholders elected nine incumbent direc-
tors and one new director to serve lor the
ensuing year The new director is (harles
V Coker. |r.. president ol Soikko Prod-
ucts Company. Hartsville. SC He suc-
ceeds his lather, (.'harles \\ Coker. Sr .
who retired from the hoard after serving
contumoiislv and with distinction since
1968

Deferred Compensation

A delerred compensation arrangement lor
directors who .ire not employees ol the
company was approved By the sharehol-
ders lhe arrangement permits Outside
directors to deter their compensation lor
Board service, il they so desire. Details are
contained in the 1977 proxy statement

Shiinhuhlen reuintir fur iiuitinu

Independent Auditors

Shareholders ratified the appointment of
Haskins 6; Sells as independent public ac-
countants to audit the Books anil records ol
the company and its subsidiaries lor

the 1977 liseal year.

Reports

Board Chairman II. \\ (.lose discussed
with shareholders the environment in
which the company is operating, strategies
lor dealing with these enviroumental fac-
tors. and the management s overall plans
for the nest five years President Peter
Seotese discussed the company s results for
1976 and operations tin the first quarter of
1977 In addition, lie covered couipanv per
formanee as shown Bv certain key mea-
surements and some approaches to manag-
ing the Business

Attendance

The meeting was attended Bv approxi-
mately 180 persons, including shareholders,
news media, executives, auditors, and
memlwis ol the financial community . The
meeting lasted one hour and 22 minutes,
concluding at 10.52 a m.



Remarks of H W. Close
Chairman of the Board

( hainnan // U Close presides

The economy.

\h remarks will deal with the environment in which
were operating today. how we plan to deal with it
and the long-term plans we have lor Springs Mills

Mr Seotese will cover the operations ot the company
in his remarks

1 might point out th.it by the time we finish it will he
too late lor anyone to change Ins vote.

Hut 11l also point out — in reference to the one
shareholder question from the floor last year - that
we don t have any writeoffs to discuss or explain for
1976.

That s a statement we haven t been aide to make for
five previous years And I think that s a positive point
on winch to begin

Springs is coming ofl a year in which we recovered
from the recession It was a good year. and it gives
us encouragement

Ade think well have an even better vear in 1977.

The companv is sound Our goals are attainable Our
management team is capable And, barring unfore-
seen disaster, the economy favors a gradual if unspec-
tacular improvement.

Its generally believed that the (arter Administra-
tion s economic stimulus program will not spur infla-
tion unduly — if (bngress ran control itself

Some students ot the economy believe real disposa-
ble income will outpace inflation during 1977. This

would be quite a change from the relatively flat per-
forinance of that key statistic since 1972. Growth in
real disposable income usually translates into higher
consumer spending.

With partir ular reference to textiles, studies indicate

that the 25-to-M-veai age group will have tin highest
gains m earned income hetween now and 1960. This

style-conscious group is the largest consumer of tex-

tile products

Add to this the growing demand lor convenience
foods in that and other age groups, and we have the

6



potential lor an economic climate in which Springs
Mills present businesses can thrive

Blit it s not all peanuts and cream

Wrvc already learned th.it consumer confidence is a
fragile conmioditv. An oversupplv of caution still
exists

We know that a flare-up ol inflation can he talked
into a double-digit fire

On the one hand a respected economist advises us
that we cant relv on economists On the other hand
an eipiallv respected economist tells us that we
should invest our capital because opportunities are
ripe and the risks are minimal.

The new Administration tells us verv little so far It The government

chooses not to stake out its attitudes toward business
— except to sav it wants new investment And up to
now it has given onlv taeit sup,)ort to labor legisla-
tion.

In such a vague atmosphere, confident planning is
difficult

Business in America todav. more and more, must
look to government Imtli lor guidance and for storm
signals Whether we agree that it should or not. the
federal government sets the economic tone of the
country Some clear indications ol intent and direc-
tion would he a help

And while we re husv living to read (Government s
road map. we have to make plans to deal with the
environment that (Government action — or inaction
— produces Most of the challenges we lace todav
have their roots in government policv on such mat-
ters as inflation, capital formation, trade, energv. pol-
lution control, agriculture, health and saletv . consoli-
dation and labor relations Al of these are significant
issues specifically affecting Springs Mills

let s consider a few ol these in terms of Springs
operating euv iromuent

Textile import controls are vital The international

7



Imports.

Energy.

Multi-Tiber Arrangement expires tins xeai and must
he renewed Talks in March broke down and there
seems to I>c no nrgencx on the part ol our govern-
ment to net things mining despite President (alters
pledge for renewal ol the trade arrangement

Meanwhile imports coining into the I S under
existing treaties .ire exceeding the projected growth
rate lor textile markets in this eountrx

lliaxe been active in this area, working with others
in the textile industrx to develop controls that are fail
but firm | know the trade-oils and diploinaex in-
volved But Ialso know tile ultimate elicit ol open-
ing I S textile markets to the xxorld When that
happens, domestic markets are depressed textile
plants close and the jobs of I S textile workers are
lost Manx of those jobs are concentrated in single
towns — such as Lineaster 0L Tort Mill —and a
great main are held bx minorities and women.

The nation cannot aflord to let the I S textile indus-
trx go down the drain I m encouraged that other in-
dustries and labor, mindlul of tile unique respon-
sibilities and costs that American business has to
bear, are joining in the fight It sa light we must
Xvin.

Another political issue hearing on our future is
energx Our demand for all forms ol energx is groxx -
ing and it appears this demand will liaxe to lie met
with foreign oil

The textili industrx is one ol those businesses where
open flame applications are required. | oiler todax s
tecimologx that means eithei natural gas or propane
So e re xitallx interested in the politics of energx

The long-promised national energx plan is now lie-
fore (ongress We hope (.'(ingress will applx some
basic pruuiples to the package it iiltimatelx approxes.
One is decontrol ol all energx prices lat the mar-
ketplace ,illocate fuels to tin uses ol most xalue and
discourage extravagance Another liasn is to stimulati
dexelopment of | S resources, including coal oil.
gas and mu leal generation And a third liasn is to
place tin neecssitx ol eonserxation measures on exerx
segment of societx not Hist the industrial sectoi

Anational energx policx has been needed tor a long
time \\ bethel xxe liaxe one in the works will b, di

8



term!lied by what Congress docs with the President s
energy proposals

Weve just gone through hearings on Government RegUIationS
regulations lor dust levels in our textile plants The )

proposed guidelines would cost the industry about S3
billion They would sharply imrease energy con-
sumption and they would reduce the dust levels in
textile plants to something better than the dust level
in this meeting room

Springs Mills cart's about the health ol its employees
We ve demonstrated that in mans wavs over the
vears We re .dreads reducing the dust levels in our
plants, and we Il reduce them further. But wc dont
think it s practical to jeopardize the jobs ol the peo-
ple we re trying to help by requiring unrealistic
spending

Just as in the related areas ol noise and environmen-
tal control, we want to make progress within feasible
technological and economic limits But wc have to
comply with the law. and this puts a strain on our
ability to remain competitive It s a fact of Woericau
business lif< wc have to live with — and the cus-
tomer ultimately pass the cost.

A typical example is our reicnt problem with ffauie-
retardant fabrics — which we began producing to
meet government requirements. Both the original
flammability standards and this month s ban on cer-
tain flame-retardant fabrics were based on data that
can be questioned.

Whether its Congress, the agencies. the White
House or the State House go\eminent frequently
displays a shixking disregard for economic conse-
quences in its zeal to provide a perfect, hazard-free
en\ironment for people

There are mam other government-related issues that
allect us.

federal pressures hinder the consolidation process in
our fragmented textile industrx We need more mer-
gers. because we need fewer but stronger companies
to meet our challenges.

Lalxir-oriented legislation facing (amgress — com-

mon situs picketing, repeal ol 14-B and other so- Labor'
called reforms — is tied directly to organized

labor s Southern strategy



Agriculture.

Springs today.

l.egislatiou ciiiri ntl\ in the Senate \griculture

( oimnittee would put tlx- I S hack in tile surplus
cninmoditx business, establish a minimum crop loan
rate and would sharplx increase the target price lor
(tops The goseminent would pas tanners the diller-
ence between the target price and the market price
I bis would alleet tile cost and supply of cotton and
vegetables, and the taxpayers tab would rise enonu-
ousls.

So i'oseriuueiit .Hid Springs Mills base become
partners in a sense In some respects its like a shot-
gun wedding We base to make the Inst ol it but ssa
didn t think it would be this expensixe.

In this kind ol eus inininent. where is Springs Mills
todas ?

Wi se (hanged 1lo, in the 1970s

Were much larger and more complex We sc diser-
silied. both within textiles and outside ol textiles

Wt base people strength .is well as financial

strength  Our einplosees in the plants and olliees.
base shown tiles are capable and losal. llies ssant us
to ssin

We sc uuprosed our planning and marketing skills
and our product mix We xe xsalkcd axsas from
chronic profit drains.

We re doing a lletter job ol watching the elisiron-
uieiit partis nlarls tin political at cii.i For example,
we base Board and Management lesel Public Mlairs
( ommittees to dcsclop policies and actisities tor us
in the goseminent area We are studs iilg the matter
ol ai tixating a Corporate Political \ction Committee
to locus oil good gosenillK lit We recelltlx plated
more emphasis 01 planned Inrmali/cd eommunits
relations with the appointment ol a stall manager to
direct this important area \nd we maintain steads
insolseluent in pokes issues through our state and
national trade associations and tin 1 st b.onbei ol
(oniinenc

So where do we go from here.-

Most ol son are familial xsitli the gem ral elements ol
our long-range plan first established in 1972- We
wanted to disersils make ourselscs more liquid and
use our textile assets to finance our sales and earn-
ings grow th
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Circumstances change Objectives must change with
them Wi le in the process ul imxlitving our long-
range plan in order to accommodate to out presimt
and near-term environment

The Corporate Management Committee met in Leh-
man. .is we do each year, to review and update our
long-range plan This year we reached some major
conclusions about our emphasis and direction. | can,
Ix- speeifie because flic planning stall is still putting
the slide rule to our ideas and developing s|X‘ific
strategies to implement them

But | can give you a general leel lor the directions
we think Springs should take  and will take

First, we continue to think its best to diversity our
investments We re in frozen foods and we exj)eet to
remain in and build that business Well continue to
investigate companies outside ot textiles lor possible
acquisition

So we aren t going to drastically change that aspect ol
our diversification plans

But we arc going to increase our emphasis on our
major business — the textile business, which is our
source ol cash

Springs Mills is going to have an active interest, not
only ill its present textile business, but in new textile
products that we can add either by acquisition or
internal expansion

Our management agrees that Springs is going to re-
main a major competitive laetor in textiles. To ensure
this, we have agreed on a major five-year develop-
ment program lor our textile operations.

List vear we told vou that our long-range plan called
lor a live-year textile investment ol SftO million | can
re|xirt to you tod.iv that we have made an even
stronger commitment to textiles

Between now and 19S1. Springs will invest more
than SUM) million in its textile business We expect
the bulk ol this capital spending to go into new
lilghlv produitive equipment

Our new five vear inmlerui/ation plan will Ixlexpen-
sive. as was our huge program ol the I\NNMs To pay
for it will require earnings growth and continued
strong cash maiiagemeiit

But were serious about our commitment to the tex-

n

Long-range plan.

Textile business.

$100 million
in textiles.



Frozen foods.

Summary.

tile business. lo oiii IT (MM textile employees .mil to
the ( arolinas communities in which «e operate We
intend to enntinne to he an outstanding textile
eompauv.

Sprint’s has the same goals lor its frozen loot! busi-
ness We don t intend to neglect it because it’s .in
important part ol our company We expect it to
grow. and our plans envision that Seabrook foods
will Ix- producing sullieieiit profit in the future to
finance much ol its own expansion without relying as
heavily as it has on Springs capital. \li Seotese will
tell \ou more about Seabrook in Ins remarks

In outline lorm. |vc covered the new thrust ol our
long-range plans and expectations Details are being
dex eloped

| believe that most shareholders, management and
the Board support our shill in emphasis

In summarv

We expect to increase our financial commitment to
our textile business

We will actively pursue other textile interests,
through internal’product development and through
acquisition

We will continue to develop our frozen loads host
ness so it will ultimately finance its own growth This
is close at hand

We will continue to explore other non-textile invest-
ment possibilities

We will place a premium on teehnologieal excellence
and higher productiv itv

We want Springs to be in a position ol both financial
and technological strength so we ran exploit profita-
ble op|xirtumties that come along in the future

Wove made substantial progress already and we plan
to accelerate the pate.

tine reason lor our progress is the man vvlios going
to speak next Pete Seotese was called a maverick
by one ol the trade papers and I guess lie is. lie
i.iuie to us not bound bv traditional thinking, and tin
mix has been healthv

He s the classic professional manager, and everyone
m Springs has learned a great deal lrom linn b s
going to report to you on the eompauv s opeiations
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Remarks of Peter G. Scotese
President, Vice Chairman

and Chief Executive Officer

frnn/i ntPitcrG Scott s. i hats finer >ntointg

(Financial charts
Pages 22 to 24)

Mi ( lose has done an excellent job ol |msitinning
Springs within its operating enx iroumeiit ami ex-
pressing our longer term expectations

I m going to talk to son about our results for 197b
and our operations so far in 1977 11l also covet how
Sprint's has performed with respect to certain kev
measurements oxei the sears 11l review some recent
developments which will affect our operations And

I 11 (list uss some specifii approaches we use in man-
aging sour business

Lets start with our 1976 results Aouvi- seen our an-
nual report or read the news accounts

We had a good sear overall It was better than we
espei ted a little more than a sear ago. when we were
fust coming out of the econoniii recession .mil ab-
sorbing the write-offs ol our Indonesian prolect ()iu
projections turned out to be too cautious

As (hart \o 1shows our net sales were the highest
in our historv at s6|S million Of these $490 million
were in textiles and S12S million were in frozen
foods flu chart shows our fixe-vear progress

(>m net income, expressed in earnings per share,
was the highest since 1973 and the second highest
since KMt This is shown in (.hart \'o. 2.

lieturn on equitv is an ini|)ortant measure lor us It
helps us assess how well were using the sharehol-
ders investment In ( hart \o 3. vou can see whit
happened we had a decent return of 7 percent in
1973 but slipp'd ill 1974 and 1975 We turned it
around in 1971" climbing to 5.3 percent, our best
result since 1973 But wc still have a verx long wav
to go.

In 1976 we got back on the growth track

Among oiii textile div isioiis. tin Apparel Fabrics Di-
vision oui largest had an outstanding veal So did

the lietail and Specialtv f abrics Division Our <oii-
sunier Products Division and our knit Division iiper-

14



ated in depressed markets, and their results were un-
satisfactory  The International Division had record
sales hut profits were hurt by foreign currency ex-
change.

Our frozen foods subsidiary, Seabrook foods, had
higher sales in 1976. Seabrook s Southern Kegiou and
Seafood Division had excellent results as they have
h,id ever since we acquired Seabrook in 1973. How-
ever. higher costs and severe price iinnpetition in
western and northwestern fruit and vegetable mar-
kets reduced Seabrook s overall profit margins

It was a mixed year in the sense that some of our
operating units hud great results and some had poor
results However, our total results point up the ad-
vantages of our diversification.

\ud we get benefits from some divisions whose re-
sults are disappointing One is corporate overhead
absorption  Another benefit, and one ol tIx- most sig-
nificant. is cash How

Many people say von don | get points tor cash How.

But for a balance-sheet oriented company like
Springs cash generation is very important.

In its simplest terms, cash How is the amount of dol-
lars von take in. minus what you pav out. after taxes
In broad, general financial terms, cash llow is net in-
come plus depreciation Each month Springs aver-
ages about S3 million in cash flow that must he
invested-either in capital expenditures. working capi-
tal short-term investments, or loan reductions.

Adiversified coinpauv has an advantage over a
single-prixhtct couipanv in this regard. Tins year to
date, with minor exceptions where higher sales have
resulted in higher accounts receivable all of our tex-
tile divisions and Seabrook have a positive cash How
(ash flow is enhanced by our I 11 () inventory ac-
counting. Our LIEO inventory reserve at the end of
1976 was approximatelv S75 million, up from S5S
million at the end of 1975

(‘ash How is not a tall-hack term to mask disappoint-
ing profits. Its a kev to our liquidity, our financial
strength and our investment strategies for textiles as
well as frozen foods Me now require monthlv cash
How reptirts from each division so we and they can
lie more current on the use and generation of cash

15
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Assets ratio.

During 1976 sse our progress toward some
long-term goals consistent with our long-range plan

Wc base pursued a deliberate strategy in recent
sears to increase our ratio ol current assets to fixed
assets ( hart \o I illustrates this point In 1972 the
ratio was I-to-I in 1976 it was 1.6-to-1 Todas we arc
not so top-hcass in fixed assets as we were. We are
more liquid and our capital is more mobile We think
we base done as well .is anyone in textiles in this re-
gard

( hart \o 5 shows another was of looking at this im-
portant area ot asset management You can see that
since 1970 tile dollar sable of our current assets has
grown In nearls $100 million Current assets now
represent 60.9 per cent of our total assets Mean-
while. depreciated plant, properts and equipment -
our fixed assets — base declined from just oxer 50
per cent ol our total assets in 1970 to less than 40 per
cent in 1976.

Our assets are generating more dollars of sales, as
(‘hart \o 6 slioxss In 1970 each dollar ol assets
produced SS cents in sales In 1976 each dollar ol as-
sets produced Sl 43 in sales

In short, despite an iiwnsisr in sales from $308 mil-

lion in 1970 to $61$ million last seat and with a con-
servative accounting basis wc base strengthened our
balance sheet liquiditx and made our msested dollars
much more productisc

| received a lettei from one of our shareholders re-
centls  lie had just finished reading the annual re-

port. and he wrote in part.
Your earnings were excellent considering

the ensiroument in which sou had to op-
erate Hie balance sheet is a comfort
tome \ftei pasing all sour hills solid
still has e oxer $100 million of sour cur-
rent assets in sour picket, plus all ol sour

fixed assets
Tinmwriter inaili some additional computations Since

tiles de.il with the effect of the UH) n‘serve. at -
cording to the government 1in not supposed to talk
about them in specific terms But | can sax the writer
was comforted hs the cash-producing powers of
LIFO, as it is reflected in our reported earnings, our
balance sheet and the intrinsic worth of each share of
our stock
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This man has recognized the fundamental financial
strength resulting from our approach to asset
management.

Xswe base shifted our emphasis from bricks anti mortar
to more liquid assets an increasing percent.ige oi our
sales iscoming irom products we do not make Xrecent
analysis ol 1976 figures shows that about 16 per cent of
our sales last year came Irom products purchased
outside ol 'springs  grev lahrii finished spet ialtv
fabrics such as | Itrasiiede printed fabrics, seafood and
various fruits and vegetables Resale of these products
accounted tor approximately $160 million of our 1976
sales fills represented about | 1per cent of our textile
sales and about 33 pel cent of our frozen limxl sales

Xe think this trend is important tor a number of reasons
in addition to our balance sheet strength for example,
it is a rcs|jxmse to the textile industry s chronic
oversupplv problem which basically stems from
overcapacity It provides us flexihilitv in rcs|xHiding to
changes in the marketplace. and to investincut
opportunities Xiid it allow s us to channel scarce capital
into those areas where it is needed most — to maintain
and modernize our existing plants and equipment. to
expand our business and provide more employment
opportunities and to meet growing goveminent
nspiirements.

Technology is the answer to our need for greater
product lvitvy  Xlr. <lose has told von of our stepped-lip
efforts to improve our technological base Our annual
report for 1976 showed how the pace of teihnological
change is quickening at Springs through the use of
lasers, air-jet looms recycling systems and others

This is going to be the thrust of our future capital
investments

( hart \o 7show sourcapital expenditures for 1975 and
1976. and those planned lor 1977 During 1976 xvc
invested S17.S million in new propeilv plant ami
equipment  more than S12 million in textiles and S5
million in frozen foods The total is an increase Irom the
S14.6 million we invested in capital projects during
1975

for 1977 we plan capital expenditures of at least SIS 7
million $15.2 million in textiles and $3.5 million in
frozen foods

I might avid that ol this amount SI .2 million will lie
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Capital intensity.

Inventory
turnover.

First quarter.

spent to couiplv with federal or state government
regulations This means the remaining inx cstmecnt must
work even harder to produce profit. That xwhv wcliaxc
established new review procedures to ensure that our
capital investments met ) our expectations

\s \li ( lose has told Mill, we expect to increase our
textile capital spending to a lexel of more than $100

million oxer the next fixe veals This suggests that the
actual investment in textiles for 1977 and for succeeding
xears will he substantial'} higher than ourciirrcnt plan.

Me keep leading about the textile industrv s gradual
move to capital inteusitx and awax from high labor
content <hart \o $ indicates this trend at Springs
Sales have nuned from $29.(HM per emploxee to

$.30 (HK per emploxee in the last fixe xears

Our lieople .ire prodming more, and tliex re getting
paid more ( hart \o. 9 shows the cumulative elicit of
hoiirlx wage mcrcascs.it Springs since 1971 | sing 1971
as an index base ol 100 shows that wage increases since
tlien represent a cumulative increase of 53 7 per cent
That figure xil, continue to grow as our people contend
with inflation, and competition lor labor in the Southeast
intensifies

Me have steadilx improved our inventors turnover
diiruigthe last fixe xears ,is( hart\o 10shows [I'lusis
an important measure forns Inventin'} turnover is akev
to improved gross profit dollars and return on
inxestmeiit

These charts give xou some idea of the wax we are
managing vour assets  xour business Me are stressing
balance sheet hquidilx. cost control. productiv itx striit
inventor} mauagemeiit and prudent inxestmeiit of
capital inour operations (>maim is long-term earnings
growth built on a sound financial footing

Me have uiadt progress in these areas oxer the
xeais. despite some unantii ipiteil detours along the
wax | he progress is continuing in 1977

Me had our licst fust quarter since 1971 \el sales
tor the quarter were up 7 3 [>er rent oxei 197b. and
net income was up |1 per cent
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Three recent developments Ix-ar on our performance,
and our expectations tor the coming months

One is the energy situation.

As most of you Know we encountered shortages ot
Ixith natural gas and its alternative, propane, in late
January The gas cut-off ixcurred only hours after we
had Ivecn assured that supplies would Ix available
Tile cut-off resulted in a week s curtailment at our
Grace finishing Plant, and tour of our other South
Carolina plants Al told. 4IMK) employ ees were out
ot work and our deliveries were slowed

A remarkable effort by Springs people got tank trucks
rolling, pumping stations modified propane hxated
and Ixiugbt and those 4<kKM employees hack on the
joh in aweek

But the basic problem remains Costs are rising,
supplies are still tight anti all industries are searching tor
way s to bead ofl a repeat performance next winter

We have concentrated our etlorts on obtaining a
minimum tour-week supply ot propane lor use as
needed next winter Asof this Meek we bate in storage a
two-week supply. Additionally, we are prix-eeding witb
further modifications to our equipment to reduce our
use of natural gas or in some rases to give ourselves the
flexibility to bum whatever fuel is less costly. or more
plentiful.

Energy costs per pound of textile gixids processed at
Springs have more than doubled since 1972 This has
ixcurred despite a fine energy conservation program
that has reduced our actual energy consumption per
pound of goods produced by 113 per cent in the last
three years Energy cost and supply will demand more
and more ot managements attention. Our best
estimates arc that our energy costs in 1977 will exceed
our earlier expectations bv as much as SI.5 million

Asecond recent development is one 1ill sure did not
esc.gx' the shareholders We raised the ipiarterly
dividend in the first quarter from 1Sb cents per share to
22G cents per share Tills was our first dividend change
since 1974 and puts the annual div idend rate at 90cents
|Xu share

We felt our unproved earnings in 1976 and our ev-
pectations tor 1977 justified the increase.

Athird development relates to our frozen hxxls busi-
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Seabrook.

Management
change.

ness Our investment in frozen foods lias been disap-
pointing to date in terms ol contributions to rejxirted
earnings This is largels because ol external economic
tu tors and certain accounting chant'es. We still ex-

pect our frozen food business to pas oil lor us. to ba-
lance our textile cscle Seabrook s first ipiarter ssas in
tin- Mar k and the rest of tile sear is scry promising.

We .ire announcing todas a change sse think ssill help
speed that turnaround Seahrook foods ssill hence-
forth concentrate exclusisels on fruit, segctahlcs and
prepared foods Seahrook s Seafood Disision is being
separated and ssill become another ssbolls-oss tied
subsidiary ot Springs Mills

Jerr«' 1,. Pearson ssill continue as chairman and chief
executive officer of Seabrook foods Murrs I’ Ber-
ger. sslio has been president ol Seahrook as ssell as
president ol the Seafixid Disision. ssill Ix- president
and chief executis e officer of the ness seafood com-

pany

This change oilers four major adsantages

It ssill separate ssliat is basically a marketing
cooperative. Seafood from ssliat is basicalls a man-
ufacturer. the fruit and Vegetable disision of Sea-
hrook

— It ssill alloys the management of both sub-
sidiaries to concentrate on building the businesses
tiles knoss best

It ssill pros ide another "core compans
around ssliich sse can build

It ssill proside further decentralization of our
corporation.

(enr se.itood business has alssass been profitable.

Our much larger fruit ami segetable business has
gross n and changed and has embarked on a market-
ing program designed to improse its sales ot branded
and sjiecialh food products

fills establishment of our seselitll operating unit
should enhance our profit opportunities in 1977 and
Imsolid

| also ssant to announce a major management change.
Mr Andress | (Tune has lieen elected an eveciltise
vice president and ap|M>inted duel financial ollicer of
Springs Ib- ssill also Ix-eome a member of our <or-
porate Management ( onunittce
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He will succeed in these posts \|i John I’ Dulls,
who is resigning to resume his studs of law.

Anils (‘'rane has been with Springs since 1951, and is
a former controller and sice president-budget direc-
tor ol Springs Since 1975 lie has served as sice
president-assistant to the president He is exception-
alls qualified to he our chief financial officer, respon-
sible tor die controllers and treasurer s offices, inter-
nal audit, credit and financial analysis.

He wish John Didis well in his pursuit lie has
brought a discipline to out capital budgeting \nd lie
has been the architect ol our long-range planning
process as well as our duel financial officer since
1975.

Vow lets look ,t the rest ol 1977 He expect lietter
performances in our consume) products knit and
Irozen lood businesses lor the sear, compared with
1976 \pparel Librii and retail fabric operations
should continue strong.

Then- are sari.ihles in .ms business ol course lii-
predietabilits is inherent in a fashion-oriented envi-
ronment.

So we cannot ssrite our plans in concrete He simpls
base to antici|xitc the worst and asoid catastrophe.

What we can tin is fiiciis on controlling those things
we can control, particularls our manufacturing costs
and our insentories

We intend to do that in 1977

\Imsc all we will continue to build our textile and
frozen lood businesses for tile long term lis sticking
to our principles ol sound, flexible asset manage-
ment.

Springs obiei tne remains unchanged we are de-
termined to produce gnalitx earnings hacked In solid
financial strength

Our plans, policies and strategies are and will In,
geared to that goal

There were no questions from tin- floor. \fter a re|xir,
on tin- rcsulls of the balloting tin- meeting was
adjourned.

The rest
of 1977.
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Springs Springs Mills, Inc.
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Corporate Headquarters
PO Box 70
Fort Mill. SC 29715
(803) 547-2901

Marketing Headquarters
104 West 40th St
New York, NY 10018
(212) 556-6000

Customer Service Center
PO Box 111
Lancaster, SC 29720
(803) 285-4343

Research and Development Center
P O Box 70
Fort Mill, SC 29715
(803)547-2901

Seabrook Foods, Inc.
1775 The Exchange. Suite 230
Atlanta. Ga 30339
(404) 436-0826






On the Covers: Outside cover shows ruby-red

laser beam inspecting fabric New system dramatizes
Springs growing commitment to technology Inside front
cover (above) illustrates ultimate result of technology the
diverse range of Springs textile products



This Is Springs:

Springs is intwo businesses, textiles and frozen foods, with a combined

1976 sales volume of $618 million.

We are one of the nation’s major textile manufacturers, with 20 U S
plants, 17,000 employees, and 1976 textile sales of $490 million.

Textile products include sheets, pillowcases, towels, draperies, comfor-
ters and quilted bedspreads; and woven, nonwoven and knitted fabrics for
apparel, decorative furnishings, home sewing and handkerchiefs.

A wholly-owned subsidiary, Seabrook Foods, Inc., is a leader in the
frozen food industry. Seabrook has 9 plants, average employment of 3,000
and 1976 sales of $128 million. Seabrook processes, packages and
distributes frozen vegetables, fruits, seafood and prepared foods.

‘Technology changes. New
computer languages and
equipment are so diverse, one
person cant know it all But it
gives our customers, and us,
faster answers'

Dot Funderburk

Project Manager.
Programming

Customer Service Center
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Springs Springs Mills. Inc.

Financial Highlights

For the tisca years ended January 1, 1977 (52 weeks) and January 3 1976 (53 weeks)

(000 omitted except per snare amounts)

Net sales

Income from continuing operations
Loss from discontinued operations
Net income

Depreciation and amortization
Property additions

Working capital

Long-term debt

Snareholders equity

Per share of common stock
Income from continuing operations
Loss from discontinued operations
Net income
Dividends
Working capital
Shareholders equity

Weighted average number of shares
outstanding

1976

$617,517
15.108

0

15,108
18 352
17.846
208 189
71.273
284 411

1.72

172
75

24 02
32 82

8.768

1975

$543,091
10 686

4 114
6572
18.204
14,569
198.312
72.804
276412

122
a7
75
75

2279
31 76

8 771

Increase

(Decrease)

137
4 4
(1000)
129 9
8
225
5.0
21
2.9

41.4
(100 0)
1299

50
29
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presses overall markets tor U S products The interna-
tional Multi-Fiber Agreement (MFA) expires in 1977 and
must be re-negotiated Renewal of the MFA on the basis
of reasonable import growth is a critical issue facing the
industry and the new Administration

Energy supply is another critical issue Development of
a strong national energy policy which includes deregula-
tion of natural gas prices, is vital to the economic security
of our industry and its employees

The Outlook

Near-term we expect to improve our performance in
sheets doubleknit fabrics and frozen fruit and vegeta-
bles Prices are firming in these markets and industry
inventories are more in line with sales expectations

Apparel fabrics and home sewing again should be
good markets for us We expect continued good results
from our frozen seafood and international textile sales
operations

For the long term, we will continue to emphasize the
development of our two basic businesses, textiles and
frozen foods

We will strengthen our textile base through moderniza-
tion improved productivity a heavier emphasis on
technology and continuing textile product diversifica-
tion

We have made incremental investments in frozen foods
since we acquired Seabrook in 1973 and expect this to
be a continuing long-term strategy These investments

together with other Seabrook strategies implemented
since the acquisition should begin to yield improved

results in 1977
We look to 1977 as a year in which our textile and frozen

foods businesses will show measurable progress toward
our long-term objectives

h W C ose
Cha a u»the Bod :

Peter G Scotese
President Vice Chairman
and Chief Execute eO«icer

Fort M SC



The rotaries print smoother,
with better detail. My job’s

easier, too. | just flip a switch
and keep my eyes open.'

Ray Carson Faulkenberry
Screen Print Operator
Grace Screen Print Plant

Finished Fabrics for Manufacturers*

1976 1975
Sales (in millions) $272 1 $224 6
% of Company Total 44 1 M1 4

*(Apparel Fabrics Division Knit Division Retail and Specialty
Fabrics Division sales to manufacturers, International Division
sales of apparel fabrics )

Apparel Fabrics Division

The Apparel Fabrics Division weaves, dyes prints and
finishes woven fabrics for sale to apparel manufacturers
and to manufacturers of decorative home furnishings
Most fabrics are sold under the Springmaid* brand
name Major products are broadcloth, batiste and print
cloth These fabrics go into many end uses men s shirt-
ing underwear, pajamas and handkerchiefs; womens
blouses, sportswear, sleepwear and lingerie, children's
weatr, including flame-retardant sleepwear, and decora-
tive home furnishings, such as cafe curtains, dust ruffles,
bedspreads and tablecloths The division also produces
and sells medium weight fabrics for slacks, outerwear
and industrial uniforms Most fabncs are made from
blends of polyester and cotton

The Apparel Fabrics Division in 1976 had the highest
sales in its history and made a significant contribution to
profits

Despite greatly increased costs, especially for cotton,
the division improved its performance over 1975 through
higher sales prices, increased volume and a better prod-
uct mix

Sales of solid color and fancy men's shirting fabrics
increased, as did sales of printed decorative fabrics for
home furnishings The division expects to increase its
rotary screen printing capacity in 1977 to meet rising
demand for prints

The division continued to grow as a major supplier of
medium weight fabrics for industrial uniforms,
sportswear and children s playwear At Springfield Plant
where these fabrics are produced a $3 5 million project

to modernize and expand weaving capacity was com-
pleted in 1976 Later mthe year, the division began a $3 2
million project to modernize the plant's yarn manufactur-
ing systems Included are high-speed, chute-fed carding
machines which will increase productivity and reduce
dust levels

During the year the division reorganized its styling
department to improve fashion coordination of its prod-
uct lines

As 1977 began, the ratio of unfilled orders to inven-
tories was lower than that of a year earlier However, the
outlook for sales volume was good despite increasing
pressure on margins Higher cotton costs and growing
competition from imports are maior areas of concern

New technology is basic to the division s plans Early in
1977. alaser scanner fabric inspection system was instal-
led at Leroy Plant The laser system is more accurate and
inspects cloth 10times faster than the visual inspection it
replaced The laser system will be coupled with acompu-
ter system designed to provide optimum vyield of first
quality fabrics

During 1977 an initial purchase of air-jet looms, cost-
ing more than $ 15 million, will go into operation at Elliott
Plant Hailed as a third generation" of weaving equip-
ment, the Swiss air-jet looms are more than twice as fast
as conventional looms They are less costly to operate
and maintain and meet current government noise level
regulations Springs will have the first commercial quan-
tity of these looms in the world



Chemical research in textiles focuses on new finishes
new finishing techniques

Knit Division

Retail and Specialty
Fabrics Division



Supercards produce webs, of fiber nearly three tunes faster

The yield control makes it pos



Yield control system (abovei uses Beta scanner and mini-
computer to assure optimum weight in doubleknits Below

recycling technology reclaims polyvinyl alcohol from waste
water



‘I's much easier to weave on
the Sulzers. There are not as
many yarn breaks, and produc-
tion and quality are better

Josephine Spencer

Textile Products for Consumers*

1976 1975
Sales (in millions) $203 9 $185 2
% ot Company Total 330 A1

¢(Consumer Products Division Retail and Specialty Fabrics
Division sales ot home sewing fabrics International Division
sales of consumer products )

Consumer Products Division

The Consumer Products Division produces and sells
sheets, pillowcases, pillow shams sonic quilted
bedspreads, draperies, comforters and bath products
Springmaid* brand products are sold primarily to major
department stores Pequot* and Morgan Jones* brand
products are sold primarily to mass merchandise stores
Substantial private label sales are made to the major
chain stores and to some department stores Other outlets
are premium and trading stamp merchandisers military
post exchanges, institutional users and Springs Interna-
tional Division

Despite an increase in dollar sales over 1975. the Con-
sumer Products Division experienced depressed profit
margins because industry overproduction combined
with a sluggish sheet market, prevented increases in
sales prices sufficient to offset increased costs

Sheet industry unit sales were the lowest in five years
Springs unit sales of sheets were down slightly

Plant operations were curtailed periodically in an effort
to reduce inventories

Sales of the higher-priced designer sheet lines re-
mained strong However profit margins m the large vol-
ume. medium and lower-price ranges fell sharply be-
cause 0, severe price competition Unexpectedly higher
cotton prices and manufacturing costs were encoun-
tered

The division has increased the number of end-uses for

10

Weaver

Aileen Plant

its sheeting production These include bedspreads, com-
forters and draperies and the home sewing decorative
home furnishings and export markets This effort will be
expanded in 1977

Sales of sonic quilted bedspreads increased A sec-
ond Pmsomc quilting machine and facilities for batting
production at Riverlawn Plant were added in 1976 The
division also formed a separate department to merchan-
dise draperies produced at Riverlawn

Latein 1976 thedivision began converting itssheeting
production from a 50-50 blend of polyester and cotton to a
blend of 65 per cent polyester. 35 per cent cotton Man-
agement expects this move to aid in stabilizing fiber
costs to improve manufacturing efficiencies, to reduce
dust levels and to make a more durable product with
better no-iron characteristics

Long-term programs to improve efficiency at Fort Mill
and Katherine plants began Installation of new weaving
machines at Aileen Plant was completed Automatic
sheet sewing and packaging facilities were expanded
during the year

Bill Blass fifth Springmaid* collection and an Egyptian
motif group in the Metropolitan Museum of Art series
introduced in November received strong market re-
sponses

The outlook for 1977 is for improved volume and profit
with a focus on stronger middle-line styling and greater
manufacturing efficiency



internationai Division






‘I've been in the frozen seafood
business 20 years. There's
been an astounding amount of
automation in that time.’

Frozen Foods

1976 1975
Sales (in millions) $1278 $1216
% of Company Total 207 224

Seabrook Foods

Seabrook Foods. Inc. a wholly-owned subsidiary of
Springs, has corporate headquarters in Atlanta. Ga The
company processes, packages and distributes frozen
vegetables, fruits, seafood and prepared foods Sea-
brook operates through three profit centers the Northern
and Southern Regions of the Fruit and Vegetable Divi-
sion. and the Seafood Division Products are sold under
Seabrook's brand names and under private labels Dis-
tribution is mainly through brokers and wholesalers, to
retail food stores, institutions and for export Sales are
concentrated in the Northeast, Southeast and Far West
Company brands include Seabrook Farms®. Snow
Crop*. Chill Ripe® McKenzies'” Kitchen Ready*
Glacier . Gold King* and Carnation* seafood

Seabrook Foods. Inc increased itsdollar sales in 1976.
but pounds sold dropped slightly

The subsidiary's Southern Region and Seafood Divi-
sion had excellent results, but higher costs and severe
price competition in western and eastern fruit and vege-
table markets depressed overall profit margins

Inventory liquidation began in mid-1975 because of a
combination of reduced demand and rising inventories
unique in the industry's history This liquidation con-
tinued to depress fruit and vegetable markets through
most of the year Seabrook s inventories had been sub-
stantially reduced in 1975. and remained in relatively
satisfactory balance throughout 1976

Herb Little
Production

Superintendent
Tampa Plant

13

By the fourth quarter of 1976. the industry's inventories
had stabilized and selling prices had begun tofirm Cost
increases slowed from the high rates of the two previous
years As 1976 ended, Seabrook's fruit and vegetable
operations reflected these encouraging trends

For the second straight year, the Seafood Division had
the best results in its history The frozen seafood indus-
try sraw products remained in generally short supply and
demand and prices were strong

Three projects begun in late 1975. designed to reduce
processing costs and improve production capabilities,
were completed in 1976 The fresh vegetable processing
portion of the New Jersey plant was closed because it
was inefficient Its production was relocated in other
Seabrook facilities Seabrook made its first move into the
Midwest, acquiring Lake Odessa Canning Company and
Reed Johnson Cold Storage Company, both of Lake
Odessa, Mich And a new modern vegetable production
line was added to the Sanger Calif plant

New vegetable mixes introduced in 1975 proved suc-
cessful sellers in 1976 This line will be expanded in
1977 promoted with a strong consumer advertising pro-
gram

Seabrook management expects the frozen fruit and
vegetable industry to improve in 1977 The company
positioned itself in 1976 to capitalize on this expected
upturn















Management’'s Analysis Of Operations
Summary Of Operations

1976 1975
Operations (in millions)
Net sales $617 5 $543 1
Operating costs and expenses 584 9 514 8
Interest 5.6 61
Other expense (income) net (15) 2.0
Income before income taxes 285 20 2
Income taxes 134 95
Income from continuing operations 15.1 107
Income (loss) from discontinued operations 0 (G
Income before extraordinary item 151 66
Extraordinary item — income (charge) 0 0
Net income 151 66
Cash dividends 6.5 65
Depreciation and amortization expense from continuing
OPEratioNS....c.ceeceeeeiee e 184 182
Weighted average number of shares outstanding 88 88
Per share of common stock
Income from continuing operations $1.72 $ 122
Income (loss) from discontinued operations 0 47)
Extraordinary item — income (charge) 0 0
Net income 1.72 75
Cash dividends 75 75
Percent
Income from continuing operations to net sales 2.4% 2.0%
Net income to net sales 2.4 12
Net income to shareholders equity at the end o, year 5.3 24
Net income to total assets 3.5 1.6

«1975 and 1969 had titty-three weeks All other fiscal years had fifty-two weeks

Management s Discussion of Operations

1976 Compared with 1975 )
cantly from the depressed levels of 1975 The sales in-

Sales: Consolidated net sales increased by $74 4 mil-
lion. or 13 7% Sales by Product and Line of Business are
shown in the table on page 20

Textile operations reflected ageneral recovery from the
severely depressed markets of 1975 when prices fell
sharply from the previous year s levels This price recov-
ery to pre-recession levels accounted for most of the
textile sales increase of $68 2 million

Sales of finished fabrics to manufacturers increased by
$47 5million which represented 69 6% of the total textile
sales increase The increase in this category resulted
from a 4% increase in sales volume and from improved
product mix and higher average sales prices despite a
continuing decline in prices for double knit fabrics

Consumer products textile markets were relatively
weak in 1976 Springs unit sales did not increase signifi-
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crease of $18 7 million in this category was due mainly to
favorable changes in product mix and higher sales
prices

Sales of frozen foods increased by $6 2 million The
increase was due to increased sales prices and im-
proved product mix Pounds sold decreased slightly as
segments of the frozen fruit and vegetable industry re-
mained depressed

Operating Costs and Expenses Operating costs and
expenses increased by $70 1 million as shown in the
Distribution of the Sales Dollartableon page21 Approx-
imately $5 2 million of the increase was attributable to
1975 pretax costs being reduced by liquidation of LIFO
inventory quantities (see Note 4 to Financial Statements)
The remainder of the 1976 cost increase was due to a
general escalation of practically all costs particularly in



Fiscal Years

1974 1973 1972 1971

$555 9 $491 8 $355 3 $286 6

505 6 445 3 321 7 266 1

11.0 7.2 36 34

(8) 0 0 1

40 1 393 300 170

196 186 140 86

205 207 160 84

81 (18) (18) 0

124 189 142 84

0 0 (10) 9

124 189 132 9.3

62 52 69 86

209 188 164 155

87 87 86 86

$ 235 $ 239 $ 185 S 97

(92) (.20) (22) 01

0 0 (11 10

143 219 152 108

71 60 80 100
37% 4 2% 4 5% 2 9%

22 39 37 33

45 7.0 51 37

29 43 37 27

the important categories of cotton and employee wages
and benefits

Other Expense: Other expense for 1975 included a
$3 6 million pretax charge for anticipated costs of the
shutdown and relocation of a portion of the productive
capacity of the frozen food operation at Seabrook. NJ No
adjustment to the reserves set up in 1975 to cover the
anticipated expenses was required

Income Before Taxes: As shown in the Summary of
Operations and also in the Sales and Income by Line of
Business table on page 20 income before taxes in-
creased by $8 3 million, or 41% in 1976

Of the increase, $4 3 million resulted from the eco-
nomic recovery of some segments of the textile business
primarily in apparel fabrics, and the ability to offset cost
increases through higher sales prices

Frozen food operations showed a decrease of $4 mil-
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1970 1969 1968 1967
$276 1 $262 0 $229 8 $226 8
258 9 247 6 226 5 2136
3.7 26 26 8
(4) (11) (12) (5)
139 129 19 129
67 6.2 ( 8) 5.2
72 67 2.7 77
(10) 4 8) 9)
6.2 71 1.9 68
0 0 0 0
6.2 71 1.9 68
86 8.6 86 86
146 126 111 100
86 86 86 86
$ 83 $ 78 $ 32 $ 89
(11) 04 (10) (10)
0 0 0 0
72 82 22 79
100 100 100 100
2.6% 2.6% 1.2% 34%
2.2 27 8 30
25 28 8 26
18 21 6 2.3

lion in pretax loss This was principally due to the non-
recurring pretax charge in 19750f $3 6million forcosts of
the Seabrook NJ shutdown and relocation Favorable
results in 1976 from the seafood and southern vegetable
operations were offset by disappointing results from the
western and eastern fruit and vegetable operations

1975 Compared with 1974

Sales: Consolidated net sales decreased by $12 8
million (2 3%) which was the result of a $23 million (5 2%)
decrease in textile sales, partially offset by a $10 2 mil-
lion (9 2%) increase in sales of frozen foods

Reduced textile sales were due principally to a de-
crease in sales prices resulting from severely weakened
textile markets, especially in the first half of 1975 These
price decreases were somewhat offset by increased
sales volume The increase in frozen food sales was due
equally to increases in sales prices and volume



Sales by Products and Sales and Income by Lines of Business

(dollars in millions)

1976 1975’ 1974 1973 1972
Amount % Amount % Amount % Amount % Amount %
Sales:
Textiles
Finished fabrics for
manufacturers $272.1 441 $2246 414 $2419 436 $2196 447 $1822 51.3
Consumer products 2039 330 1852 341 1918 345 1849 376 1583 445
Other ... 137 22 11.7 21 108 19 75 15 148 42
Total 489 7 793 421.5 776 4445 800 4120 838 3553 1000
Frozen foods 127.8 207 1216 224 1114 200 798 16 2 0 0
Total..cocoeeeennns $617.5 1000 $543 1 1000 $5559 1000 $491 8 1000 $3553 1000
Income (loss) before
income taxes.
discontinued
operations and
extraordinary item
TextileS.ueen.n. $292 1025 $249 1233 $ 422 1052 $ 37.0 941 $ 300 1000
Frozen foods 12) J2J) 1£7) (233) 1 J5 2 23 59 0 0
Total ....cccoveeene $285 1000 $ 202 1000 $ 40.1 1000 $ 393 1000 $ 300 1000

*1975 had fifty-three weeks All other fiscal years had fifty-two weeks

Operating Costs and Expenses: Operating costs and
expenses increased by $9 2 million, or 1.8%. even after
the reduction in raw materials, labor and other costs due
to liquidation of LIFO inventory quantities Raw materials
expense also was lower due to reduced 1975 textile
operating levels. Manufacturing salaries, wages and
employee benefits increased as a result of general wage
increases in 1975 and 1974. but the full impact of these
increases was offset by reduced textile operating levels
Other manufacturing expenses rose owing to higher
energy, supply, dye and chemical costs

Interest Expense Interest expense decreased by $4 9
million due to the retirement during 19750f $22 million in
long-term debt and a decrease in the average short-term
debt outstanding

Other Expense Other expense for 1975 included the
nonrecurring charge for the shutdown and relocation at
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Seabrook. NJ previously mentioned

Income Before Taxes: Lower sales prices and in-
creased costs and expenses in textile operations ac-
counted for $17 3 million ofthe $19 9 million decrease in
income before income taxes in 1975

Discontinued Operations: The 1975lossfromdiscon-
tinued operations of $4 1 million (net of applicable tax
credits of $5 2 million) resulted from the operations and
disposition, because of worthlessness, of Bounds-
green Daralon Losses from the Boundsgreen,Daralon
operation also were incurred in 1974 1973. and 1972,
respectively, of $1 3 million, $ 4 million, and $ 1million

Prior Years

Change in Accounting Principle During 1974
Springs extended its use of the LIFO dollar valuemethod
to include synthetic raw materials and the remainder of its
manufactured textile inventories consisting of synthetic



Distribution of the Sales Dollar*

(dollars in millions)

1976
Amount %
Operating costs and expenses
Raw materials $235 6 382
Manufacturing salaries,
wages and employee
benefits 164 8 267
Other manufacturing expenses 122 6 198
Depreciation charged to cost
of goods sold ................. 174 2.8
Selling, general and
administrative expenses 44 5 72
Total operating costs and
expenses 584 9 94 7
Interest 56 9
Other expense (income) (15) (2)
Income taxes 134 2.2
Loss from discontinued
operations 0 0
Total costs and expenses 602 4 97.6
Cash dividends 6.5 1.0
Earnings retained................... 86 14
Total sales dollar $617.5 1000

#1975 had fifty-three weeks All other fiscal years had fifty-two weeks

content of in process and finished goods and certain
other inventory costs (which were formerly valued at ap-
proximate average costs) Effective in 1974. Springs
adopted the LIFO dollar value method with the natural
business unit method of pooling for the majority of its
frozen food inventories, which had been valued at ap-
proximate average costs During 1974 Springs also
changed from a multiple pool LIFO method to a single
natural business unit LIFO method of pooling for its textile
inventories, subject to review by the Internal Revenue
Service The effect on reported earnings for 1974 of ex-
tending the use of LIFO to cover a greater portion of
inventories was a decrease of approximately $3 8 million
($ 44 per share) The effect on reported earnings for 1974
of changing the method of pooling was a decrease of
approximately $2 3 million ($ 26 per share)

Acquisition of Seabrook Springs acquired Seabrook
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1975* 1974
Amount % Amount %

$198 1 365 $209 6 377
151.3 27 8 146 5 26 4
106 3 197 87 4 157
17 4 32 20.0 36
417 77 42 1 7.6
514 8 94 9 505 6 91.0
6.1 11 110 2.0
2.0 3 (8) (1
9.5 1.7 196 3.5
41 8 8.1 1.4
536 5 988 543.5 97.8
6.5 1.2 62 11
A 0 6.2 11
$543 1 1000 $5559 100.0

as of March 3. 1973 in a transaction accounted for as a
purchase Of the $136 5 million increase in 1973 con-
solidated sales over 1972, $79 8 million was due to the
acquisition of Seabrook In 1973. Seabrook contributed
$2 3 million to income before income taxes and discon-
tinued operations On February 28 1974 Seabrook ac-
quired Albany Frozen Foods. Inc in a transaction ac-
counted for as a purchase The operations of Albany are
not material to the consolidated financial statements

Discontinued Operations and Extraordinary Item
Loss from discontinued operations for 1974 1973, 1972
and 1971 reflected the losses (net of tax benefits) from
discontinuance in 1974 of the Terry and Carpet opera-
tions as well as the Boundsgreen.Daralon losses previ-
ously mentioned The extraordinary loss in 1972 resulted
from the estimated disposal costs and losses (net of tax
benefit) expected to arise from the discontinuance in
1973 of the carpet yarn operation



Statistical Data

1976
Selected balance sheet data (in
millions)
Working capital (1) $208 2
Property, plant and equipment
Cost 3836
Accumulated depreciation and
amortization 220.5
Net 163 1
Property additions 17 8
Long-term debt 71.3
Shareholders equity 284 4
Per share of common stock
Working capital 24 02
Shareholders equity 32 82
Price range
High e, 15%
Low 10%
Statistics
Inventory turnover (2) 43
Accounts receivable turnover (3) 6.7
Net salesdivided by total assets (4) 14
Current ratio (5) . 5.0
Other
Approximate number of
shareholders 4.870
Average number of employees 20 100

(1) Excess of current assets over current liabilities

(2) Costof goods sold divided by average of month-end inventories
(3) Net sales divided by average of month-end receivables

|4i Net sales divided by average of month-end total assets

(5) Current assets divided by current liabilities

1975

$198 3

367 3

2055
161 8
146
728
2764

2279
31 76

11%
8%

4.0
66
1.3
5.7

4.750
19 400

1974

$207 5

358 4

190 3
168 1
191
94 8
276 1

23 96
31.88

13%
8%

35
54
12
54

4.760

22400

1973

$1950

3856

194 0
191 6

204
106 9
269 6

22.62
31.28

15%
10

3.7
55
12
54

4.620
23.400

Dividends and Price Range of Common Stock

Per share dividends paid and high low
sales prices of Springs Mills common stock

1976
Quarter st 2nd 3rd

Dividends
Paid () 18% 18% 18%

Common Stock

Prices ($).
High 14% 15% 12%
Low 10% 12% 11%

4th Year

18% 75

13%  15%
11%  10%

22

1972

$127 9
358 8

186 0
172 8
181
30.0
2557

14 87
2974

19%
13%

3.2
5.2
1.0
3.5

4.290
20,200

(traded on the New York Stock Exchange) by
quarters tor the lasttwo years were as follows

Quarter 1st
Dividends
Paid (0i 18%
Common Stock
Prices ($)
High 10%
Low 8%

1975
2nd  3rd

18% 18%

10% 10%
9% 9%

4th

18%

11%
9%

Year

75

11%
8%



Net Sales* Millions of Dollars Net Income Millions of Dollars

Per Cent Net Income Net Income
to Net Sales* Percent as Per Cent of Equity Percent
Per Common Share Per Common Share

Equity— Working Capital Dollars INet Income Dividends Dollars



Consolidated Balance Sheet

Springs Mills. Inc and Subsidiaries
January 1 1977 and January 3 1976

Assets

Current assets

Short-term investments (at lowerof cost or market)
Accounts receivable (principally trade)
Inventories

(O 1 01 S

Total current assets

Property plant and equipment

Land and improvements  ..oooiciiee e

Buildings

Machinery, equipment, leasehold improvements, etc.

Construction in progress

Total
Less accumulated depreciation and amortization

Property plant and equipment, n € t....ccccccoevvvrenns

Notes receivable, deterred charges, and other
Total

See Notes to Financial Statements
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1976

1975

(In thousands)

$ 10 682
17,100
108,010
119,136

5674

260.602

7,148
92647
280,280
3,560

383 635
220,539

163 096

7,034
$430 732

$ 10.739
8.900
102,160
112,036
6,782

240,617

7,423
90,245
266,751
2,929

367 348
205.580

161,768

8.460
$410 845



Liabilities and Shareholders Equity

Current liabilities:
Current maturities of long-term debt......cccccovciveeninnnn.
Accounts payable ...
INCOME TAXES  .oivviiiiiiiie et
Accrued profit sharing and incentive pay .....cccceceeevvcvneenn.
Other accrued HabilitieS....cccccvveeiiiiiiie e
Total current liabilities
Long-term debt ...... ... . .. e
Deferred income taxes, €tC.......cciiiiriiiiirier e

Shareholders' equity

Preferred stock — voting — $1.00 par value (authorized.
1,000,000 shares; outstanding, None) .......ccccceevcvveeennne

Common stock— $.50 par value (authorized. 12.500.000
shares, issued, 1976 — 8,748,219: 1975 — 8,728.412) .

Additional paid-in capital .....cccccoiiieiiiii
Retained earnings
TOtAl e
Less cost of common shares in treasury (1976 — 80.844
1975 — 25.464) e
Shareholders' equity ...occocceeeiiiiee e
Total

25

1976

1975

(In thousands)

$ 4,181
24 160
7,706
4,535
11.831
52,413
71,273

22,635

0

4374
5.463
275,750

285.587

1,176
284411
$430.732

$ 4,125
24.949

0

3,124
10,107
42,305
72,804

19,324

0

4 364
5,301
2677154

276.819

407
276,412
$410,845



Consolidated Statements of Income and Retained Earnings

Springs Mills Inc and Subsidiaries
For the fiscal years ended January 1 1977 (5? weeks) and January 3, 1976 (53 weeks)

Income 1976 1975

(In thousands except
per share data)

Net sales . $617,517 $543,091
Cost and expenses
Cost of goods sold 540.402 473.121
Selling, administrative and general expenses 44 480 41.729
Interest 5,660 6.067
Other, net . . ___(T490) 1,972
Total 589.052 522,889
Income before income taxes 28,465 20,202
Income taxes . 13,357 9,516
Income from continuing operations 15,108 1Q,686
Loss (gain) from discontinued operations
From operations, net 0 5,038
On disposition, net 0 (924)
Total 0 4114
Net income $ 15.108 $ 6,572
Per share
Income from continuing operations $ 172 $ 122
(Loss) from discontinued operations 0 (47)
Net income $ 1 $ 75
Weighted average number of shares outstanding 8 768 8,771

Retained Earnings

Retained earnings at beginning of year $267,154 $267,105
Net income 15 108 6.572
Cash dividends on common stock (per share

1976- $75. 1975— $ 75) (6,512) (6,523)
Retained earnings at end of year $275.750 $267 154

See Notes to Financial Statements
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Consolidated Statement of Changes in Financial Position

Springs Mills Inc and Subsidiaries

For the fiscal years ended January 1 1977 (52 weeks) and January 3 1976 (53 weeks)

Working capital provided by
Operations

Income from continuing opeiations

(Loss) from discontinued operations

Items not currently requiring working capital
Depreciation and amortization
Deferred taxes, net (includes $780,000 in 1975 of

deferred tax benefit for discontinued operations)

Other net

Working capital provided by operations
Write-off of investment in and loans to
Boundsgreen Daralon
Disposition of properly plant and equipment, net
Proceeds from long-term debt
Other net

Working capital provided

Working capital applied to
Additions to property plant and equipment
Reduction of long-term debt
Dividends paid
Purchase of subsidiaries (Lake Odessa companies —

1976 Sanger companies 1975)
Property plant and equipment, ne,

Deferred charges net
Long-term debt
Purchase of treasury stock
Working capital applied
Increase (decrease) in working capital

Increase (decrease) in working capital by components
Cash
Short-term investments
Receivables
Inventories
Other current assets
Current maturities of long-term debt
Accounts payable
Income taxes
Accrued profit sharing and incentive pay
Other accrued liabilities

Increase (decrease) in working capital

See Notes to Ftrtancia Statements
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1976

1975

(In thousands)

$15,108

18 352

2.544
1.002

37,006

225
3.011
1614

41.856

17 846
4 542
6512

2.059
250

0

770

31 979
$ 9877

$ (57)
8 200
5.850
7.100
(1.108)

(56)
789
(7 706)
(1.411)
(1.724)

$ 9877

$10 686
(4 114)

18204

509
1,738
27.023

3.442
4800
2704
695
38 664

14 569
25 599
6.523

2,089
9
(908)

0

47881
$ (9217)

$(4,190)
8 900
9938
(25.052)
(3.273)

7
1486)

0

1.150
3.789

$(9,217)



Notes To Financial Statements

N ote
Policies:

1. Summary of Significant Accounting B Property and Depreciation: Property plant and
equipment are stated at cost Maintenance and re-
pairs are deducted from income as incurred, and

A Principles of Consolidation, etc.: The accompany- renewals or improvements are capital ized Deprecia-

ing consolidated financial statements include
Springs Mills. Inc (Springs), its wholly-owned sub-
sidiaries. including Seabrook Foods Inc and its
subsidiaries (Seabrook) and a 99%-owned sub-
sidiary. Springs Europe S A (formerly Springs Inter-
national, SAP L.

As of January 31 1975 and March 31 1976. re-
spectively. Seabrook acquired Sanger Ice & Cold
Storage Company and Sanger Precooling Co.
Sanger California (Sanger companies) at a cost of
$1,275,000. and Lake Odessa Canning Company
and Reed Johnson Cold Storage Co.. Lake Odessa
Michigan (Lake Odessa companies) at a cost of
$2,880,000 in transactions accounted for as pur-
chases Accordingly, the Sanger and Lake Odessa
companies have been included in consolidation
since such dates of acquisition Had the Sanger
companies been acquired as of December 29 1974
and had the Lake Odessa companies been acquired
as of January 4 1976 there would have been no
material effect on consolidated net sales or net in-
come for 1975 or 1976

tion and amortization are provided overthe estimated
useful lives of the related assets, using the straight-
line method

Certain long-term lease transactions relating tothe
financing of plants have been capitalized as proper-
ty. plant and equipment and the lease obligations
treated as long-term debt
Deferred Charges: Goodwill, licenses and
trademarks are recorded at cost less amortization
Goodwill is being amortized over ten and forty-year
periods, licenses are being amortized over afifty-four
year period, and trademarks are not amortized

. Income Taxes: Deferred income taxes relate to tim-

ing differences in the recognition of certain expenses
for financial statements and income tax purposes
Investment tax credits are deducted from federal in-
come tax expense under the "flow-through" method

Earnings Per Share: Per share amounts are based
on the weighted average number of shares of com-
mon stock and common stock equivalents (shares
issuable under stock options and deferred compen-
sation arrangements) outstanding during each year

N ote 2. Quarterly Data (unaudited): Selected

quarterly data are presented as follows (in millions ex-
cept per share data)

1976* 1975*
1st 2nd 3rd 4th Total 1st 2nd 3rd 4th Total
Net sales $147 5 $1494 $1425 $1781 $6175 $106.9 $127.3 $1327 $176.2 $543 1
Gross profit 183 19.0 17.8 220 77.1 104 151 178 267 700
Income (loss) from
continuing
operations 3.3 3.5 3.2 51 151 (3) 2.8 3.0 5.2 10.7
(Loss) from
discontinued
operations 0 0 0 0 0 L) _ 15 . (1) Pn 41
Net income (loss) $ 33 $ 35 $ 32 $ 51 $ 151 $ (7) $ 23 % 9 $ 41 $ 66
Per share
Income (loss) from
continuing
operations $ 38 $ 40 $ 37 $ 57 $172 $ (04 $ 33 $ 34 $ 59 $ 122
(Loss) from
discontinued
operations 0 0 0 0 0 (04) (06) (24) (13) (47)
Net income (loss) $ 38 $ 40 $ 37 $ 57 $172 $ (08) $ 27 $ 10 $ 46 $ 75

*All quarters included thirteen weeks, except the fourth quarter of 1975. which included fourteen weeks
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Net income in the fourth quarter of 1976 includes a
favorable adjustment of $347 000 ($ 04 per share) due to
lower than anticipated frozen food production costs dur-
ing the year and lower than anticipated inventory quan-
tities at year end

Income from continuing operations in the fourth quarter
of 1975 was adversely affected bya $1,850.000($ 21 per

N ote 3. Discontinued Operations: During 1975
Springs recognized a net loss of $4,114,000 from the
operations of Boundsgreen Company Limited and P T
Daralon Textile Manufacturing Corporation of Indonesia
(Boundsgreen Daralon) and the write-off, as worthless, of
its interest in Boundsgreen,Daralon The 1975 net loss
resulted from a $5,038,000 loss from operations of
Boundsgreen, Daralon reduced by the gain of $924,000
on termination of investment in, and loans and obliga-
tions to Boundsgreen Daralon Such gain consisted of the

N ote 4. Inventories: Inventories are valued at the

lower of cost or market, cost being determined by use of
the last-in. first-out (LIFO) dollar value method for the
majority (81% in 1976 and 80% in 1975) of such inven-
tories. and approximate average cost being used for the
remainder

If the first-in, first-out (FIFO) method of inventory ac-
counting had been used for those portions of the 1976
and 1975 inventories valued by use of the LIFO method.

N ote 5. Income Taxes: The components of the

provision for income taxes, the principal items of tax
charges included in deferred taxes and a reconciliation

share) after tax charge associated with the costs of the
shutdown and relocation of a portion of the productive
capacity of the frozen food operation at Seabrook. New
Jersey Additionally $2,293,000 ($ 26 per share) of the
total favorable adjustment due to liquidation of LIFO in-
ventory quantities described in Note 4 was recorded in
the fourth quarter of 1975

excess of estimated income tax credit ($5.183.000) over
the provision for losses on loans to Boundsgreen/Daralon
($2,734,000) and the reserve for additional costs which
were expected to be incurred ($1,525.000) classified as
a current liability In 1976 Springs terminated its interest
in Boundsgreen Daralon Substantially all costs relating
to the discontinuance of Boundsgreen/Daralon had been
incurred at January 1 1977 and no adjustment to the
reserve was required

inventories would have been approximately $75,000,000
and $58.000.000higherthan reported for 1976and 1975,
respectively

During 1975. inventory quantities were reduced This
reduction resulted in a liquidation of LIFO inventory quan-
tities carried at lower costs prevailing in prior years as
compared with the cost of 1975 purchases, the effect of
which increased net income by approximately
$2,664,000 or $ 30 per share

of the statutory United States rate of 48 0% to the effective
tax rates are as follows

Provision (Credit) for Income Taxes 1976 1975
(In thousands) Continuing Discontinued
Operations  Operations

Current $11,516 $8,793 $(4,403)
Deferred. ..o 3.141 1,723 (780)
Investment tax credit ($15 per share in 1976,

$ 11 per share in 1975) (1.300) (1,000) 0

Income tax provision (credit) ..........cc...... $13,357 $9,516 $(5,183)
Deferred Income Taxes 1976 1975
(In thousands) Continuing Discontinued

Operations  Operations

Excess of tax over book depreciation $ 1,855 $1,804 $0
Expense of plant closings charged to expense

on books but not deductible until incurred 731 (1.354) 0
Changes in provisions for commodity and

CONtract l0SSES ....coovciiiiiiiiiecee e 0 851 0
Reserve charged to expense on books but not

deductible until incurred 726 0 (780)
OthET e 071) 422 0

Deferred income tax provision (credit) $ 3,141 $1,723 $ (780)



Reconciliation to Effective 1976 1975
Tax Rates Continuing Discontinued
Operations  Operations

Statutory United States income tax rate 48 0% 48 0% (48 0%)

State income tax effective rate 3.2 3.2 (32)

Investment credit ..., (4 6) (50) 0

Effect of losses of foreign operations* 0 0 (46)

O N e e 3 9 0
Effective tax rate (tax credit)......cccceevcvnennn. 46 9% 47 1% (55 8%)

* Tax credits were not recognized on losses of
$5 038.000 in 1975 from operations of foreign
subsidiaries (Boundsgreen Daralon) since
such losses are not deductible for Federal and
State income tax purposes However, losses in-

foreign subsidiaries are deductible as either
ordinary losses or capital losses Accordingly,
tax credits were recognized on losses incurred
on disposition of investments in and loans to
Boundsgreen Daralon

curred on disposal of investment in and loans to

N ote 6. Short-Term Debt: $82,000 000 was avar

able under bank lines of credit at January 1 1977
Springs is expected to maintain average compensating

balances of 10% of these lines of credit plus 10% of

N ote 7. Lona-Term Debt: Long-term debt consists
of the following

amounts borrowed No short-term debt was outstanding
during 1976 and no material amounts were outstanding in
1975

7 95% Promissory Note to an insurance company payable in

annual installments of $2,220,000 from 1976 to 1993

Capitalized leaseobligation ona textile manufacturing plant in
Chester. S C at an average rate of 5.5%. $975,000 due for
1977 and in increasing annual amounts to $2,320,000

through 1993

Loan Agreement with Lancaster County. S C. for textile plant
pollution control facilities at interest rates from 5 3% to
5 75%. $150,000 due annually through 1988 and $200,000

thereafter to 1994
Other

Less current maturities
Total long-term debt

The long-term debt agreement with the insurance
company provides, among other things, for certain re-
strictions on the payment of cash dividends and on the
acquisition of Springs stock and for the maintenance of
working capital at certain minimum levels Under these
restrictions, consolidated retained earnings of
$38,564,000 were available at January 1 1977 for cash
dividends and acquisition of stock Working capital at
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1976 1975
(In thousands)
$37,780 $40,000

26.300 27.225
3.000 3.150
8,374 6.554

75.454 76,929
4181 4.125

$71,273 $72,804

that date was in excess of the minimum requirement
under this agreement

The gross amounts capitalized in connection with the
above lease obligation are land and improvements —
$466 000 building — $4 431 000 and machinery,
equipment etc — $28,033 000 Lease payments for
each of the next five years are approximately $2 450 000
which include interest of $1 474.000 $1 422,000.



$1 364.000 $1 301.000 and $1.234 000 for the years
1977-1981. respectively

Total annual retirements of long-term debt including
capitalized lease payments, will be 1977— $4 181 000

N ote 8. Shareholders' Equity: Changes in

shareholders equity exclusive of retained earnings are
shown below

1978 — $4 170000 1979 — $6942 000 1980 —
$3 986 000 1981 — $3 781 000. and in varying amounts
thereafter to 1994

Additional
Common Paid-In Treasury
Stock Capital Stock
(In thousands)
Balance at December 28. 1974 $4 344 $5,107 $ 407
Proceeds from sales of 40.755 shares of com-
mon stock under employee stock option plan 20 192 0
Other ..o, 0 2 0
Balance at January 3. 1976 4.364 5.301 407
Proceeds from sales of 19.657 shares of com-
mon stock under employee stock option plan 10 160 0
Purchase of 55,500 shares of common stock for
rEASUIY.cciiis e 0 0 770
Other _ o 2 0)
Balance at January 1, 1977 $4,374 $5463 $1,176

N ote 9 e Stock Options: Under Springs stock option

plan, options may be granted to officers and key em-
ployees and also may be substituted for options held by
employees of corporations acquired by Springs Options
to purchase a maximum of 425.000 shares of common
stock may be granted at prices (except in the case of
substitute options) not less than 85% of the fair market
value of the stock at date of grant all options (except
substitute options) granted under the plan have been
granted at a price of 100% of such fair market value
Except in the case of substitute options, options cannot

Number
of
Shares
Options outstanding
at
January 3, 1976 251.502
January 1 1977 218.094
Options exercisable
at
January 3. 1976 243.002
January 1 1977 210.344
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be exercised until the holder has been employed one
year after date of grant

As part of the acquisition by Springs of Seabrook, op-
tions held by employees of Seabrook to purchase shares
of Seabrook stock were replaced (in a number and at
prices per share determined in accordance with provi-
sions of the Internal Revenue Code) by substitute options
to purchase shares of Springs common stock

Information with respect to options under this plan is as
follows

Option Prices Fair Market Value*

Total Total
Per (000 Per (000
Share omitted) Share omitted)
$7 66 to $3,222 $8 75 to $3 325
$1869 $1869
$8 32 to $2,877 $8 75 to $2 886
$18 69 $1869
$7 66 to $3,133 $8 75 to $3,236
$18 69 $1869
$8 32 to $2,771 $8 75 to $2,781
$18 69 $18 69



Number
of
Shares
Options which became
exercisable during
1975 14.150
1976 8.500
Options which were
exercised during
1975 40.755
1976 19.657

Option Prices Fair Market Value*

Total Total
Per (000 Per (000
Share omitted) Share omitted)
$8 75 to $ 139 $9 50 to $ 153
$11 88 $11.50
$9 75 to $ 89 $12 00 to $ 115
$11 50 $14 75
$5 16 to $ 212 $8 87 to $ 400
$6 79 $10 68
$7.66 to $ 170 $11 75 to $ 252
$9 73 $14 94

At elates options were granted became exercisable or were exercised, as applicable

At January 1 1977 and January 3. 1976 there were
83,898 and 70.147 shares respectively, available for the
grant ot options

N ote 10. Deterred Unit Stock Plan: Under Springs

deferred unit stock plan awards of stock equivalents may
be made to officers and key employees The plan also
provides for the purchase of Springs common stock to be

N ote 11 .Employees Retirement. Profit Sharing,
and Incentive Plans: Springs and its subsidiaries main
tain several retirement profit sharing and incentive
plans for employees

Contributions by Springs and its subsidiaries to em-
ployee retirement plans were $1,035,000 for 1976 and
$911,000 for 1975 Contributions required are deter-
mined by independent actuaries, with normal costs being
funded currently and past service costs being amortized
over periods ranging from 30-40 years As of the dates of
the latest actuarial studies, the total value of assets under
each plan exceeded the present value of vested benefits
under each Subsidiaries of Springs also made contribu-
tions of $250,000 for 1976 and $331,000 for 1975 to
certain multi-employer plans

Contributions by Springs and its subsidiaries to profit

N ote 12. Transactions With Related Parties: For

many years. Springs has transacted business with com-
panies which are controlled by the Chairman of the Board
of Springs and his family and related entities Transac-
tions with such companies during 1976 and 1975 in-
cluded premium payments of $4 787.000 and
$3,542,000 respectively, to an insurance company for
the employee portion of certain group insurance policies
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held as treasury shares for distribution under this plan
Expenses under this plan for 1976 and 1975 were
$268 000 and $162,000 respectively

sharing plans were $3,260,000 for 1976 and $2,420,000
for 1975

Management incentive plans maintained by Springs
and its subsidiaries provide annual awards, based on
personal performance and operating profits, to approxi-
mately 150 key employees Awards under such plans
were $1,319,000 for 1976 and $906,000 for 1975

All retirement and profit sharing plans maintained by
Springs and its subsidiaries have been revised tocomply
with the provisions of the Employee Retirement Income
Security Act of 1974 (ERISA) These revisions had no
material effect on annual costs or funding requirements
for 1976 and it is not anticipated that future costs for the
maintenance of such plans will be significantly affected
by the revisions

This insurance company has requested the opinion of the
Department of Labor concerning the continuation under
ERISA of the purchase of these group insurance policies
by Springs In 1974 Springs purchased a warehouse
from a railway company for $1,950,000 payable over
twenty years in monthly installments of $16,000 mclud ing
interest at 7 5% per annum The unpaid balance at Janu-
ary 1 1977 was $1,817 000 In the opinion of Springs



management, the services and facilities described in the
above transactions as well as other less significant ser-
vices provided by these and other related companies,

Note 13. Commitments and Contingent

Liabilities: Springs has guaranteed a bank line of credit
of $3,000,000 for letters of credit for the account of a jotnt

N ote 14. Replacement Cost Information

(unaudited): The accompanying financial statements
were prepared on the basis of historical costs in accor-
dance with generally accepted accounting principles
This year for the first time the Securities and Exchange
Commission has required certain corporations sublet to
its jurisdiction to estimate the current cost to replace their
inventories and productive capacity at the end of their
fiscal years and to disclose such estimates and the re-
lated effect of such costs on cost of sales and deprecia-
tion expense for such years in their annual reports on
Form 10-K filed with the Commission A copy of Springs
Form 10-K will be available upon request

N ote 15. Reclassifications: For comparative pur-
poses. certain 1975 amounts shown in the accompanmg

Accountants’ Opinion

The Board of Directors of
Springs Mills, Inc

We have examined the consolidated balance sheet of
SpnngsMills Inc and subsidiaries as of January 1 1977
and January 3. 1976 and the related statements of con-
solidated income and retained earnings and changes in
financial position for the fiscal years then ended Our
examination was made in accordance with generally
accepted auditing standards, and accordingly included
such tests of the accounting records and such other audit-
ing procedures as we considered necessary in the
circumstances

Charlotte North Carolina
February 14 1977
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have been obtained by Springs at competitive prices or
rates ano could have been secured from other sources
only at comparable or higher costs

venture of Seabrook in connection with the purchase of
seafood from foreign producers

Although the cumulative impact of inflation over a
number of years has resulted in higher cost for replace-
ment of plant and equipment, such inflationary increases
have been offset substantially by increased productivity
which resulted from technological improvements of new
asset additions Additionally, the impact of inflation on
Springs has to some extent been offset by increased
selling prices In some recent years, however, competi-
tive conditions have prevented sufficient increases in the
sell mg prices of certain products necessary to keep pace
with inflationary trends

financial statements have been reclassified to conform
with 1976 classifications

In our opinion, such consolidated financial statements
present fairly the financial position of the companies at
January 1 1977 and January 3. 1976 and the results of
their operations and the changes in their financial posi-
tion for the fiscal years then ended in conformity with
generally accepted accounting principles applied on a
consistent basis

Haskins & Sells
Certified Public Accountants
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Operating Divisions

APPAREL FABRICS DIVISION

104 West 40th St

New York. NY 10018

Woven fabrics tor apparel and decorative
home furnishings sold under the
Sprmgmaid* brand name

CONSUMER PRODUCTS DIVISION
104 West 40th St

New York NY 10018

Packaged sheets pillowcases bath prod-
ucts draperies comforters and quilted
bedspreads Products sold under the
Springmaid* Morgan Jones* and Peguot*
brand names

INTERNATIONAL DIVISION

104 West 40th St

New York NY 100,8

Export sales of textile products textile mar-
keting m Western Europe Products sold
under the Springmaid" and Morgan Jones*
brand names

KNIT DIVISION

119 Wes, 40th St

New York NY ,00,8

Doubleknit fabrics for apparel and home
sewing sold under the Springmaid* brand
name

RETAIL AND SPECIALTY

FABRICS DIVISION

,430 Broadway

New York NY 10018

Woven nonwoven and knitted fabrics for
home sewmg and specialty manufacturers
sold under the Springmaid* and Skinner*
brand names

Officers
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President
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Elliott Plant Fort Lawn SC
Eureka Plant Chester SC
Kershaw Plant Kershaw S C
Grace Finishing Plant Grace SC
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Leroy Plant Fort Lawn SC
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Springfield Plant. Laurel Hill. NC
Springsteen Plant Chester SC

James B Perkins
Vice President-General Sales Manager

William W Wilkerson
Controller
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Aileen Plant, Biscoe N C

Fort Mill Plant Fort Mill SC

Frances Plant Fort Lawn SC

Gayle Plant Chester SC

Grace Screen Printing Plant Grace SC
Grace Sewing Plant Grace SC
Kathenne Plant Chester SC
Riveriawn Plant. Fort Lawn SC

White Plant Fort Mill SC

Springs Europe SA
57 Avenue de Villiers
75017 Paris France

Pierre Laurence
Managing Director
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Vice President-Converting

C T Rowell

Controller

Plants
Monroe Plant Monroe NC
Mullins Plant Muiims SC

John Purcell
Controller

Abraham Waters
Vice President-Fashion Fabrics Marketing



SEABROOK FOODS. INC

Corporate Headquarters

1775 The Exchange Suite 230

Atlanta Ga 30339

Packaged frozen fruits vegetables seafood
and prepared foods for retail and institu-
tional use Brand names include Seabrook
Farms* Snow Crop* Chill Ripe* McKen-
zies” Carnation* seafood Kitchen
Ready* Gold King* and Glacier,M Re'i

Springs Mills, Inc.

Corporate Headquarters
P 0 Box 70
Fort Mill SC 29715
(803) 547-2901

Marketing Headquarters
104 West 40th St
New York NY 10018
(212) 556-6000

Customer Service Center
PO Box ,11
Lancaster SC 29720
(803) 285-4343

Research and Development Center
P O Box 70
Fort Mill, SC 29715
(803) 547-2901

Seabrook Foods. Inc
1775 The Exchange Suite 230
Atlanta Ga 30339
(404) 436-0826

Officers

*JerreL Pearson
Chairman of the Board and
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President
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Availability of Form 10-K

In addition to this Annual Report Springs
Mills files an annual report on Form 10-K
with the Securities and Exchange Commis-
sion The latest Form 10-K will be available
on or about March 31. 1977 A copy may be
obtained without charge by writing Springs
Mills. Inc PO Box 70. Fort Mill. SC 29715
Attention Secretary
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Seward T Sweet
Vice President Planning and Development
‘Also Officers of Springs Mills Inc

Plants

Alamo Tex
Albany. Ore

Lake Odessa Mich
Lynden, Wash
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Seabrook N J
Tampa, Fla

Shareholders’ Information

Stock Transfer Agents
Manufacturers Hanover Trust Company
40 Wall st
New York NY 10015

Wachovia Bank and Trust Company
Wachovia Center
Charlotte NC 28234

Registrars of Stock
Morgan Guaranty Trust Company of New York
23 Wall st
New York NY 10015

North Carolina National B ink
NCNB Plaza
Charlotte N C 28255

Stock Listing
Common stock traded on New York Stock
Exchange Ticker symbol SMI

Annual Meeting

The annual meeting of shareholders of
Springs Mills will be held at 930 am on
Thursday April 21, 1977 in Springs' Execu-
tive Office Building Fort Mill, SC Notice of
the meeting and proxy materials are con-
tained in a mailing separate from this An-
nual Report



Frozen food technology provides consumers with products
from the world soceans Shrimp above arecooked and ready
for freezing Still relatively young the frozen food industry
makes technological advances each yea'






