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MINUTES OF BUDGET AND CONTROL BOARD MEETING

OCTOBER 1 9 , 1977 1 0 :00  A. M.

The Budget and C o n tro l  Board met a t  10 :00  a .  m. on O c to b er 19 ,

1977 in  th e  A lc o h o lic  B everage  C o n tro l Commission H ea rin g  Room in  th e  

Edgar A. Brown S t a t e  O f f ic e  B u ild in g  w ith  th e  fo llo w in g  members in

a t te n d a n c e :

G overnor Jam es B. Edwards 
Mr. Grady L. P a t t e r s o n ,  J r .
S e n a to r  Rem bert C. D ennis 
R e p r e s e n ta t iv e  Tom G. Mangum

A lso  a t t e n d in g  w ere Board S e c re ta r y  S ta te  A u d ito r  W illiam  T.

Putnam a n d , f o r  th e  budget h e a r in g  p o r t io n s  o f  th e  m e e tin g , Budget D evelopm ent 

D i r e c to r  E. C. G a rv in  and members o f  th e  F in an ce  D iv is io n  Budget D evelopm ent

s t a f f .  G o v e rn o r’ s E x e c u tiv e  A s s i s t a n t  John  L a f i t t e  and A s s i s t a n t  S t a te

A u d ito r  W illiam  A. M cInnis a l s o  a t te n d e d  th e  r e g u la r  b u s in e s s  p o r t io n  o f

th e  m e e tin g .

The fo llo w in g  item s o f  b u s in e s s  w ere c o n s id e r e d :

1978-79 BUDGET HEARINGS -  The Budget and C o n tro l Board h e a rd  budget 

r e q u e s t s  fo r  1978-79  from  th e  fo llo w in g  a g e n c ie s :

S t a t e  D evelopm ent Board
( P r e s e n ta t io n  on G ra d u a te  M ed ical E d u c a tio n  in  Community 

H o s p i ta l s )
( P r e s e n ta t io n  by M u n ic ip a l A s s o c ia t io n  R e p r e s e n ta t iv e s )
P a r k s ,  R e c re a t io n  and T ourism  
A tto rn e y  G e n e r a l 's  O f f ic e

At th e  c o n c lu s io n  o f t h i s  p o r t io n  o f  th e  budget h e a r in g s ,  th e

Budget and C o n tro l  Board met a t  12 :15  p . m. to  c o n s id e r  th e  fo llo w in g  r e g u la r

b u s in e s s  m a t te r s .

MINUTES OF PREVIOUS MEETINGS -  Budget and C o n tro l  Board members

p r e v io u s ly  had been f u rn is h e d  w ith  m in u te s  o f m ee tin g s  h e ld  on O ctober 11 

and 12 , 1977.

Upon a m o tion  by Mr. P a t t e r s o n ,  seconded  by S e n a to r  D e n n is , th e
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Budget and C o n tro l Board ap p ro v ed  th e s e  m in u te s  a s  w r i t t e n .

FUTURE EXECUTIVE SESSION -  S t a te  A u d ito r  Putnam  a d v is e d  th e

Budget and C o n tro l Board t h a t  he had r e c e iv e d  an o p in io n  from  th e  A tto rn e y  

G e n e ra l’ s O f f ic e  t h a t  th e  Budget and C o n tro l Board may h o ld  E x e c u tiv e

S e s s io n s  to  c o n s id e r  b u d g e t r e q u e s t s  and a sked  th e  Board to  c o n s id e r

s e t t i n g  a tim e and p la c e  f o r  su c h  an E x e c u tiv e  S e s s io n  m e e tin g .

F o llo w in g  a b r i e f  d i s c u s s io n ,  upon a  m o tio n  by S e n a to r  D e n n is , 

seconded  by Mr. P a t t e r s o n ,  th e  B udget and C o n tro l  B oard a g re e d  to  h o ld  

an E x e c u tiv e  S e s s io n  to  c o n s id e r  b u d g e t r e q u e s t s .  The m o tio n  by S e n a to r  

D ennis s t i p u l a t e d  t h a t  th e  E x e c u tiv e  S e s s io n  would be  h e ld  w i th in  th e  

l i m i t s  p r e s c r ib e d  by th e  Freedom  o f  In fo rm a tio n  Act and i t  was a g re e d  th a t  

th e  tim e  and p la c e  o f such a m e e tin g  would be s e t  in  open s e s s io n  a t  a

f u tu r e  m e e tin g . The r e f e re n c e d  o p in io n  i s  i d e n t i f i e d  a s  E x h ib i t  0 i s  th e s e  f i l e s

RESOLUTION ON MERIT INCREMENTS FOR UNCLASSIFIED POSITIONS -  The

Budget and C o n tro l Board w ith o u t  o b j e c t io n  a g re e d  to  c o n s id e r  a R e s o lu tio n  

a u th o r i z in g  any agency  h av in g  a c c e s s  to  n o n - a p p r o p r ia te d  fu n d s  to  use  

su ch  fu n d s  to  supp lem en t fu n d s  a p p r o p r ia t e d  f o r  u n c l a s s i f i e d  p o s i t i o n s  to  

th e  e x te n t  n e c e s s a ry  to  g r a n t  an  a v e ra g e  4X m e r i t  in c re m e n t to  a l l  u n c l a s s i f i e d  

p o s i t i o n s  w hich m ight be e l i g i b l e  f o r  such  an  i n c r e a s e .  The R e s o lu tio n  

p ro v id e d  f u r t h e r  t h a t  th e  p r io r  r u l i n g  o f  th e  Budget and C o n tro l  Board 

would n o t  be m o d if ie d  w ith  r e s p e c t  to  th e  fu n d in g  o f  m e r i t  i n c r e a s e s  fo r

c l a s s i f i e d  em ployees.

F o llo w in g  a b r i e f  d i s c u s s io n ,  upon a m o tio n  by Mr. P a t t e r s o n ,  

seconded  by S e n a to r  D e n n is , th e  Budget and C o n tro l  Board a d o p te d  th e  r e f e r e n c e d  

R e s o lu t io n ,  a copy o f w hich h a s  been  r e t a in e d  in  t h e s e  f i l e s  and i s  i d e n t i f i e d

a s  E x h ib i t  I .

POLL AGENDA -  S t a te  A u d ito r  Putnam p o in te d  o u t t h a t  P o l l  Item  8 , 

r e l a t i n g  to  a S p a r ta n b u rg  County I n d u s t r i a l  Revenue Bond P e t i t i o n  had been 

w ithd raw n  from th e  P o l l  Agenda and r e q u e s te d  t h a t  P o l l  Item  1 , C o n tr a c t  # 2 ,
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r e l a t i n g  t o  a p ro p o sed  c o n s u l t a n t  c o n t r a c t  betw een th e  Museum Com m ission

and E. V ern er Jo h n so n , A r c h i t e c t s  & P la n n e r s ,  and P o l l  Item  # 6 ,  r e l a t i n g  

to  a  p ro p o sed  I n d u s t r i a l  Revenue Bond i s s u e  by L e x in g to n  C ou n ty , be 

c o n s id e re d  in  E x e c u tiv e  S e s s io n . I tem s in c lu d e d  in  th e  P o l l  Agenda a re  

s p e c i f i c a l l y  i d e n t i f i e d  a s  such  in  th e s e  m in u te s .

CONSULTANT SERVICES CONTRACTS (POLL ITEM 1) -  The B udget and 

C o n tro l  Board w ith o u t o b je c t io n  approved  a c o n s u l ta n t  s e r v i c e s  c o n t r a c t  

be tw een  th e  D iv is io n  o f  A d m in is tra t io n  and I n t e r n a t i o n a l  Energy A s s o c ia te s ,  

L t d . ,  in v o lv in g  a maximum o f  $50 ,000 , 50X o f  w hich  w ould be F e d e ra l  funds 

and 50X S ta te  fu n d s . The c o n t r a c t  p e r io d  i s  from  1 0 /1 /7 7  th ro u g h  5 /3 1 /7 8  

and th e  p u rp o se  o f  th e  e f f o r t  covered  by  th e  c o n t r a c t  i s  to  d e v e lo p  s c ie n c e

and te c h n o lo g y  r e s o u r c e s  f o r  th e  G overnor and to  im prove th e  G o v e rn o r 's

p o l ic y  f o rm u la t io n  and c o o rd in a t io n  by d e v e lo p in g  a m echanism  t o  b r in g  

S o u th  C a r o l i n a ’ s s c i e n t i f i c  and te c h n o lo g ic a l  r e s o u r c e s  to  b e a r  on p rob lem s

o f  c o n c e rn  to  th e  G o v ern o r. R e la ted  in fo rm a t io n  i s  f i l e d  as  E x h ib i t  I -A .

DIVISION OF GENERAL SERVICES -  USE OF INSURANCE RESERVE FUNDS

(POLL ITEM 2) -  D iv is io n  o f  G en era l S e rv ic e s  D i r e c to r  Furman M cEachern 

a d v is e d  th e  Board t h a t  h i s  D iv is io n ’ s "num ber one a t t o r n e y "  h a s  been  a p p o in te d  

to  an  a d m i n i s t r a t i v e  p o s i t i o n  p a id  from  a p p ro p r ia te d  fu n d s  and t h a t  th e  

A tto rn e y  G e n e ra l now d e s i r e s  to  a s s ig n  an A s s i s t a n t  A tto rn e y  G e n e ra l to  

G en e ra l S e r v ic e s  to  w ork p r im a r i ly  on t o r t  and m e d ic a l l i a b i l i t y  in s u r n c e

p ro g ra m s. D i r e c to r  M cEachern a ls o  a d v ise d  th e  Board t h a t  h i s  D iv is io n  w i l l

have  to  re im b u rse  th e  A tto rn e y  G e n e r a l 's  O f f ic e  f o r  th e  s e r v i c e s  o f  th e  

a s s ig n e d  a t t o r n e y  and recommended th a t  th e  Board a p p ro v e  th e  u se  o f  

a p p ro x im a te ly  $25 ,000  o f  In su ra n c e  R eserve  Funds a n n u a l ly  f o r  t h i s  p u rp o se .

The Budget and C o n tro l Board w ith o u t o b j e c t io n  a p p ro v ed  th e  

r e f e r e n c e d  u se  of a p p ro x im a te ly  $25 ,000  of In su ra n c e  R ese rv e  Funds a n n u a l ly ,  

a s  r e q u e s te d  by Mr. M cEachern.
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In fo rm a tio n  p e r t a in i n g  to  t h i s  m a t te r  h a s  been  r e t a in e d  in  th e s e

f i l e s  and i s  i d e n t i f i e d  a s  E x h ib i t  I I .

STATE COLLEGE -  USE OF EXCESS TUITION FUNDS (POLL ITEM 3) -  S t a te

C o lle g e  V ice P r e s id e n t  f o r  B u s in e ss  and F in an ce  H aro ld  A. J e n k in s  has 

re q u e s te d  Budget and C o n tro l  Board a u th o r i z a t io n  to  u se  $500 ,000  o f  t u i t i o n  

d e b t s e r v ic e  ( s in k in g )  fu n d s  now on d e p o s i t  to  f in a n c e  an e x p a n sio n  of th e

S t a te  C o lleg e  L ib r a r y .

I t  h a s  been  d e te rm in e d  t h a t ,  a t  p r e s e n t ,  as a r e s u l t  o f  th e  

d e fe a s a n c e  a c t io n  by th e  Budget and C o n tro l Board ta k e n  on 4 /2 0 /7 7 ,  S ta te  

C o lle g e  has no S t a te  I n s t i t u t i o n  Bonds " o u ts ta n d in g "  w i th in  th e  s t a t u to r y

d e f i n i t i o n .

The Budget and C o n tro l Board w ith o u t o b je c t io n  approved  th e

u se  o f  e x c e ss  t u i t i o n  d e b t s e r v i c e  ( s in k in g )  fu n d s  in  th e  amount o f  $500,000 

fo r  an e x p a n sio n  o f  th e  S t a te  C o lle g e  L ib r a r y ,  p u rsu a n t to  1976 Code S e c tio n

59 -107 -180 .

In fo rm a tio n  r e l a t i n g  to  t h i s  m a t te r  has been  r e ta in e d  in  th e s e  f i l e s

and i s  i d e n t i f i e d  a s  E x h ib i t  I I I .

FORESTRY COMMISSION -  REPLACEMENT OF YACHAN’.AH TOWER RESIDENCE

(POLL ITEM 4) -  S t a t e  F o r e s te r  John  T i l l e r  r e p o r t s  th a t  th p  Yauhannah 

Tower r e s id e n c e  was d e s tro y e d  on 1 0 /1 /7 7  by f i r e  and he r e q u e s t s  Budget 

and C o n tro l Board a u th o r i z a t i o n  to  r e p la c e  i t .  Mr. T i l l e r  e s t im a te s  t h a t

th e  c o s t  o f re p la c e m e n t w i l l  be $24 ,000  and i n d i c a t e s  t h a t  $18 ,000  o f t h i s  

amount w i l l  come from  in s u ra n c e  p ro c e e d s  and $ 6 ,0 0 0  w i l l  come from

F o r e s t r y  Commission o p e r a t in g  re v e n u e .

The Budget and C o n tro l Board w ith o u t o b je c t io n  a u th o r iz e d  th e

F o r e s t r y  Commission to  r e p la c e  th e  Yauhannah Tower r e s id e n c e  and to  u se

$18 ,000  o f in s u ra n c e  p ro c e e d s  and $6 ,0 0 0  from Commission o p e r a t in g  revenue

a s  th e  s o u rc e s  o f  fu n d s  f o r  th e  p r o j e c t .

In fo rm a tio n  r e l a t i n g  to  t h i s  m a t te r  h as  been r e t a in e d  in  th e s e
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f i l e s  and i s  i d e n t i f i e d  as E x h ib it  IV.

DIVISION OF MOTOR VEHICLE MANAGEMENT -  ETV FLEET ADDITIONS

(POLL ITEM 5) -  D iv is io n  D ire c to r  A lla n  Spence r e p o r t s  t h a t  th e  E d u c a tio n a l  

T e le v is io n  Commission h as  r e q u e s te d  p e rm is s io n  to  p u rc h a se  fo u r  van s and

one s t a t i o n  wagon to  s u p p o rt new o r  expanded p rogram s in  th e  C olum bia,

S um ter, B e a u fo rt and Rock H i l l  a r e a s .  Mr. S pence recommends a p p ro v a l o f

th e s e  f l e e t  a d d i t i o n s .

The Budget and C o n tro l Board w ith o u t  o b je c t io n  approved  th e

p u rc h a s e  o f  fo u r  van s and one s t a t i o n  wagon by th e  E d u c a tio n a l  T e le v is io n

C om m ission, a s  recommended by Motor V e h ic le  Management D iv is io n  D i r e c to r

S pence .

In fo rm a tio n  r e l a t i n g  to  t h i s  m a t te r  h a s  been r e t a in e d  in  th e s e

f i l e s  and i s  i d e n t i f i e d  as  E x h ib it  V.

INDUSTRIAL REVENUE BONDS -  MARLBORO COUNTY (POLL ITEM 7) -  The

Budget and C o n tro l  Board was p re s e n te d  w ith  a  P e t i t i o n  from  M arlbo ro  County 

fo r  th e  is s u a n c e  o f  $ 2 ,5 0 0 ,0 0 0  I n d u s t r i a l  Revenue N otes on b e h a lf  o f  Hanes

H o s ie ry , In c . The firm  i s  engaged in  th e  d y e in g , p ack ag in g  and d i s t r i b u t i o n  

o f  p a n ty h o se  an d , when c o m p le ted , th e  p r o j e c t  w i l l  p ro v id e  employment

f o r  a b o u t 225 p e r s o n s .

A f te r  b e in g  a s su re d  th a t  a l l  l e g a l  docum ents p e r t a in in g  to  t h i s

i s s u e  had been rev iew ed  by th e  O ff ic e  o f th e  A tto rn e y  G enera l and t h a t

s a t i s f a c t o r y  f i n a n c i a l  d a ta  had been r e c e iv e d  and rev iew ed  by th e  S ta te  

A u d i to r ’ s O f f ic e ,  th e  Budget and C o n tro l B oard , upon a m otion  by Mr. 

P a t t e r s o n ,  seconded  by S e n a to r  D enn is , a d o p te d  a R e s o lu tio n  a p p ro v in g  th e

M a rlb o ro  County p ro p o sa l  to  is s u e  $ 2 ,5 0 0 ,0 0 0  I n d u s t r i a l  Revenue N o tes  on 

b e h a l f  o f  Hanes H o s ie ry , I n c . ,  p u rsu a n t to  1976 Code S e c tio n  4 -2 9 -1 0  e t

s e q .

In fo rm a tio n  r e l a t i n g  to  t h i s  m a t te r  h as  been r e ta in e d  in  th e s e

f i l e s  and i s  i d e n t i f i e d  a s  E x h ib it  VI.
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EXECUTIVE SESSION -  S t a t e  A u d ito r  Putnam announced t h a t  fo u r

p e rs o n n e l m a t te r s  and two c o n t r a c t u a l  i te m s  had been  p roposed  fo r  c o n s id e r a t io n

in  E x ecu tiv e  S e s s io n .

F o llow ing  a b r i e f  d i s c u s s i o n ,  th e  Budget and C o n tro l Board w ith o u t 

o b je c t io n  agreed  to  c o n s id e r  t h e s e  m a t te r s  w hereupon G overnor Edwards

d e c la re d  th e  m ee tin g  to  be in  E x e c u tiv e  S e s s io n .

RATIFICATION OF EXECUTIVE SESSION ACTIONS -  F o llow ing  th e  B oard ’s 

c o n s id e r a t io n  o f E x e c u tiv e  S e s s io n  i te m s ,  th e  m ee tin g  was opened and th e  

fo llo w in g  a c t io n s  tak en  by th e  Board in  E x e c u tiv e  S e s s io n  w ere r a t i f i e d :

(1) A u th o rized  s a l a r y  a d ju s tm e n ts  f o r  18 S p a r ta n b u rg  T e c h n ic a l

C o lle g e  f a c u l ty  members;

(2) R eceived a r e p o r t  on o v e r tim e  e a rn in g s  by D epartm ent o f  

M ental H e a lth  p h y s ic ia n s  and a u th o r iz e d  M ental H e a lth  Com m issioner H a ll  

and S ta te  P e rso n n e l D iv is io n  D i r e c to r  M u llin s  to  work o u t p ro c e d u re s  f o r

r e g u l a t i n g  such e a rn in g s ;

(3) A ccepted th e  r e s i g n a t i o n  o f  Howard V ic tr y  a s  D ir e c to r  of

th e  Second I n ju r y  Fund;

(4) Approved a L e x in g to n  County P e t i t i o n  to  i s s u e  $ 4 ,5 0 0 ,0 0 0  

I n d u s t r i a l  Revenue Bonds on b e h a l f  o f  Champion Road M achinery I n t e r n a t io n a l  

C o rp o ra t io n , s u b je c t  to  th e  r e c e i p t  o f  an in v e s tm e n t l e t t e r  from  th e

p u rc h a s e r  of th e  Bonds by th e  S t a t e  A u d ito r  ;

(5 ) P ostponed  to  a f u tu r e  m e e tin g  c o n s id e r a t io n  o f a c o n t r a c t  

f o r  c o n s u l ta n t  s e r v i c e s  p ro p o se d  by th e  Museum Com m ission; and

(6 ) A u th o riz e d  S t a te  A u d ito r  Putnam to  seek  a d d i t io n a l  in fo rm a tio n

on a p e rso n n e l m a t te r  in v o lv in g  th e  U n iv e r s i ty  o f South C a ro l in a .

T h is  p o r t io n  o f  th e  m e e tin g  was a d jo u rn e d  a t  1 :45  p . m. The 

Board reco n v en ed  a t  3 :0 0  p . m. to  c o n tin u e  i t s  sch ed u led  budget h e a r in g s .

1978-79 BUDGET HEARINGS -  The Budget and C o n tro l Board c o n tin u e d

w ith  th e  sch ed u led  b u d g e t h e a r in g s  and h e a rd  th e  b u d g e t r e q u e s t s  o f  th e
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fo llo w in g  a g e n c ie s :

E d u c a t io n a l  T e le v is io n  Com m ission 
S t a t e  P e rso n n e l D iv is io n  
S t a t e  Em ployees A s s o c ia t io n
S o u th  C a ro lin a  C o a s ta l  C o u n c il



(Ebe JStatr of ^outh Carolina

e /H iftlT  o 
i c / n l l ' l

( O f f i c e  o f  t l i r  A t t o r n e y  ( 6 e i t e r a l

FRANK K. SLOAN waoe hampton office building  DANIEL R. McLEOD
OEPUTV ATTORNEY GENERAL POST OFFICE BOX 115 4 9  ATTORNEY GENERAL

COLUMBIA, S. C . 29211
TELEPHONE 8 0 3 -7 5 8 -3 9 7 0

O cto b er 18, 1977

H onorab le  W illiam  T. Putnam 
S e c re ta r y
S t a t e  Budget and C o n tro l Board 
Wade Hampton O ff ic e  B u ild in g  
C olum bia, S outh  C a ro lin a

Dear B i l l :

T h is  w i l l  r e p ly  to  yo u r r e q u e s t  f o r  an o p in io n  w h e th e r  
th e  S t a te  Budget and C o n tro l  Board may h o ld  e x e c u tiv e  s e s s io n s  
to  c o n s id e r  p ro p o sed  bu d g e t r e q u e s t s  p r e s e n te d  to  i t ,  fo l lo w in g  
p u b l ic  m ee tin g s  a t  w hich th e  r e q u e s t s  a r e  p r e s e n te d .

I t  i s  th e  o p in io n  o f  t h i s  o f f i c e  t h a t  such e x e c u t iv e  
s e s s io n s  a re  s p e c i f i c a l l y  p e rm it te d  by th e  Freedom o f  In fo rm a t io n  
A c t, S e c tio n  3O-3-^O ( b ) ,  Code o f  Laws, 1976, b ecau se  a t  such  
e x e c u tiv e  s e s s io n s  th e  Board w i l l  be c o n s id e r in g  m a t te r s  in v o lv ­
in g  employment and co m p en sa tio n  o f  i n d iv id u a l  em ployees and a l s o  
to  r e c e iv e  a d m in i s t r a t iv e  b r i e f i n g s  from  th e  s t a f f .  E x e c u tiv e  
s e s s io n s  f o r  such p u rp o se s  have been  s p e c i f i c a l l y  ap p ro v ed  by 
th e  Supreme C ourt in  th e  c a se  o f  Cooper v . B a le s , 268 S .C . 270,
233 S. E .2d 306 (1 9 7 7 ) , w hich c o n s tru e d  th e  Freedom o f  In fo rm a t io n  
A c t.

As re q u ir e d  by th e  Act th e  Board sh o u ld  v o te  in  p u b l ic  
s e s s io n  to  conduct e x e c u t iv e  s e s s io n s ,  s e t t i n g  th e  tim e  and p la c e  
o f  su ch  s e s s io n s  and s t a t i n g  th e  p u rp o se s  t h e r e o f .  T hen , d e c i s io n s  
made in  an e x e c u tiv e  s e s s io n  must be c o n firm ed  t h e r e a f t e r  in  a 
p u b l ic  open s e s s io n .

The A tto rn e y  G en era l c o n cu rs  in  t h i s  o p in io n .
S i n c e r e l y ,

F rank  K. S loan  
D eputy A tto rn e y  G en era lF K S /jr



RESOLUTION

W hereas, th e  G en e ra l Assembly made a v a i l a b l e  to  each  S t a te  agency  
a p p r o p r ia te d  funds to  p ro v id e  c l a s s i f i e d  p o s i t i o n s  w ith  an a v e ra g e  m e r it  
in c r e a s e  o f  a p p ro x im a te ly  4%, and

W hereas, th e  funds a p p r o p r ia te d  f o r  m e r i t  r a i s e s  f o r  u n c l a s s i f i e d  
p o s i t i o n s  w i l l  p ro v id e  an a v e ra g e  in c r e a s e  o f  o n ly  1 . 7Z to  2%, and

W hereas, th e  Budget and C o n tro l  Board has p r e v io u s ly  r u le d  th a t  
funds a p p ro p r ia te d  fo r  m e r i t  in c re m e n ts  c a n n o t be supp lem en ted  by non- 
a p p ro p r ia te d  fu n d s  to  g iv e  m e r i t  in c re m e n ts  on s a l a r i e s  o r  p o r t io n s  of 
s a l a r i e s  p a id  from  a p p ro p r ia te d  fu n d s ,  and

W hereas, th e  members o f th e  Budget and C o n tro l Board have become 
co n v in ced  t h a t  th e  G en e ra l A ssem bly in te n d e d  t h a t  e l i g i b l e  c l a s s i f i e d  
and u n c l a s s i f i e d  em ployees sh o u ld  be t r e a t e d  e q u a lly  in  th e  m a t te r  o f 
m e r i t  in c re m e n ts ,

Be i t  t h e r e f o r e  r e s o lv e d ,  t h a t  any agency  h a v in g  a c c e s s  to  non- 
a p p ro p r ia te d  fu n d s  may use  such  funds to  supp lem en t funds a p p ro p r ia te d  
f o r  m e r i t  in c re m e n ts  f o r  u n c l a s s i f i e d  p o s i t i o n s  to  th e  e x te n t  n e c e s s a ry  
to  g r a n t  an  a v e ra g e  4Z m e r i t  in c re m e n t to  a l l  u n c l a s s i f i e d  p o s i t i o n s  
w hich  m igh t be e l i g i b l e  f o r  such  an i n c r e a s e .  P ro v id e d , how ever, th a t  
th e  p re v io u s  r u l i n g  o f th e  Budget and C o n tro l Board s h a l l  n o t be m od ified  
w ith  r e s p e c t  to  th e  fu n d in g  o f  m e r i t  i n c r e a s e s  f o r  c l a s s i f i e d  em p lo y ees .



eXHibiT 1 A 
i c / i l / j l

STATE BUDGET AND CONTROL BOARD
POLL OF O c to b e r  19______________, 1977 POLL ITEM NUMBER / _______

Ag e n c y : V a rio u s

S u b j e c t : C o n s u l ta n t  S e r v ic e s  C o n t r a c t s

1 . DIVISION OF ADMINISTRATION: C o n s u l ta n t : I n t e r n a t i o n a l  E nergy A s s o c i a t e s ,  L td .
Maximum D o l l a r s : $50 ,0 0 0  S o u rc e : 50Z F e d e ra l/5 0 Z  S t a t e  P e r io d : 1 0 /1 /7 7  -  5 /3 1 /7 8  
P u rp o se : To d e v e lo p  s c ie n c e  and te c h n o lo g y  r e s o u r c e s  f o r  th e  G o v e rn o r; to  im prove 
th e  G o v e rn o r’s p o l ic y  f o rm u la t io n  and c o o r d in a t io n  by d e v e lo p in g  a m echanism  to  
b r in g  S ou th  C a r o l in a ’ s s c i e n t i f i c  and te c h n o lo g ic a l  r e s o u r c e s  t o  b e a r  on p ro b le m s 
of c o n c e rn  to  th e  G o v ern o r.

2 . MUSEUM COMMISSION: C o n s u l ta n t : E. V ern e r Jo h n so n , A r c h i t e c t s  & P la n n e r s ;
Maximum D o l l a r s : $40 p e r  h o u r , $10 ,0 0 0  maximum S o u rc e : S t a t e  P e r i o d : 1 1 /1 /7 7  -  
1 1 /3 0 /7 8  P u rp o s e : To a d v is e  Museum Com m ission on p rog ram , s t a f f ,  e x h i b i t s  and t h e i r  
c o s t s .

Board A c t io n  R e q u e s te d :

A pprove, p u r s u a n t  to  A p p r o p r ia t io n  A ct p ro v is o

V ote O f B oard  Member: ( P le a s e  i n d i c a t e  by i n i t i a l i n g  a p p r o p r i a t e  l i n e  b e lo w .)

I  a p p ro v e  o f th e  ab o v e  a c t i o n .

____________  I  d is a p p r o v e  o f  th e  above a c t i o n .

H old  f o r  r e g u l a r  m e e tin g .

At ta c h m e n ts :

(1 )  R eport on C o n s u l ta n ts  form
(2 ) Sennema 1 0 /1 0 /7 7  l e t t e r  to  Putnam p lu s  a tta c h m e n t



, STATE A.uATO.i’h OFFICE

REPORT OX CONSULTANTS

A~i»e o f  S ta te  Agency: ______ D iv is io n  o f A d m in is t r a t io n  -  O f f ic e  o f  Community D cvrlnpm pnt

D«ta o f  R e p o r t :  1 0 /1 4 /7 7 ____________________  P re p a re d  b y : P au l T s a la o a ta s ____________

V  *■ b O u o k a X  U « » » u  0  a A X  X 'U l •
______ I n t e r n a t i o n a l  Energy A s s o c ia te s  L td .________

nddX esu o f  C o n s u l ta n t  o r  7 i-m : 2600 V i r g in ia  Ave. NW W a sh in g to n , D. C. 20037

x C i u i O  0  X  V M e e S k a ^  U t l X l  U  < a O t t a . r a C v «

a>Ĉ x*VA xfa^ Uuu6. 10 -1 -77 Ending D a te : 5-31-78

Rate o f Pay: $_ p e r
; X axiaum  u n d e r  t h i s  c o n t r a c t :  $  5 0 ,0 0 0 -0 0

25 ,0 0 0□ Ovla.u«~ Oa. a UHuS • . __
( 50 X ); 25,000 (5 0  g ) .

(S ta te )  (Federal) ( O t h e r )

Purpose o r  C oal ox C o n su ltan t: N.S.F.

D e v e lo p in g  S c ie n c e  and T echnology R e so u rce s  fo r  th e  G overnor

I f  y e s , How many Bids o r  P ro p o sa ls  were Received?



Z

z I V, * « v «| » I I « I », » ( ♦ • • » |V |
(NSE)

[ )OA I in i i :  O ffice  o f Community Development C o n t r a c t  M o n i t o r :  Jo e  W ickcl
O o m r u C to r :

I n t e r n a t i o n a l  Energy A s s o c ia te s  L im ite d  
2600 V i r g in ia  Ave. N.W.
W a sh in g to n , D. C. 20037 

( F e d e r a l  E m p lo y e r 's  I d e n t i f i c a t io n  N o ,

“i i rn i '.H  R c o u is it  io n / B i l l  f o r  P a y m e n t to :

P .it il it a i.^ tas, D ire c to r , C o p trac t Management 
I auile oG/, cogcir A. Brown Building
1 1205 Pendleton Street 

C o l l i d e ,  S ,-C , 29201 ,K uu » t & C o n t ra c t  N u m b e rs  on  i l l  I n v o ic e s )

G e n e r a l  N a tu r e  o f  C o n t r a c t :
R a t io n a l  S c ie n c e . F o u n d a tio n

D ev e lo p in g  S c ie n c e  and T ech n o lo g y  R e so u rc e s  f o r  th e  
G overnor Z

t Z

C o n t r a c t  N u m b e rP r o j e c t  N o .

/
V« •••ty'v* I fry f ••**•€» O r*l« « r

IS P 77 -2 5 8 6 9 -A

U n i t / C o n t r a c t / O b je c t i v c  C o d e s :

8 1 7 /  01 /  0208 v Z

P a g e s  1 t h r u  10 a n d

A ppendix  1 — —

A m o u n t :

$ 5 0 ,0 0 0 .0 0

P e r io d  o f  C o n t r a c t :

O c t . l ,  \^ 7 7  to .  May 31 , 1978 (8 mos

A r e a  C o v e r e d :

S ta te w id e

1 Tl-xJ C o n t r a c t o r  a g r e e s  to  f u r n i s h  a n d  d e l i v e r  a l l  p r o d u c t s  a n d  p e r f o r m  a l l  s e r v i c e s  s e t  
j f o r t h  in  th e  a t ta c l ie c i  p a g e s  f o r  th e  c o n s id e r a t io n  s ta te d  t h e r e i n .

C h a n g e s : T h is  C o n t r a c t  c o n s t i t u t e s  th e  e n t i r e  A g r e e m e n t  b e tw e e n  th e  p a r t i e s .  N o  a m e n  
m e m  o r  m o d i f i c a t io n  c h a n g in g  i t s  s c o p e  o r  t e r m s  s h a l l  h a v e  a n y  f o r c e  o r  e f f e c t  u n le s s  in  

! w r i t i n g  a n d  s ig n e d  b y  b o th  p a r t i e s .

1 S u b c o n t r a c t in g : N o n e  o f  th e  w o r k  o r  s e r v i c e s  c o v e r e d  b y  t h i s  C o n t r a c t  s h a l l  b e  s u b c o n -  
i t r a d e d  w i t h o u t  p r i o r  w r i t t e n  a p p r o v a l .

j C o m p , ia r .e e : T h e  C o n t r a c t o r  s h a l l  c o m p ly  w i t h  a l l  a p p l ic a b le  t c ^ m s ,  c o n d i t io n s ,  la w s ,  

r u l e s a n d  r e g u la t io n s  w h ic h  d e a l w i t h  o r  r e la t e  t o  f u n d in g  a n d  p e r f o r m s

N a m e  a n d  A d d r e s s  o f  C o n t r a c t o r  
f o r  C h ie f  E le c te d  O f f i c i a l ) :  
I n t e r n a t i o n a l  Energy A s s o c ia te s  L im ite d  
2600 V ir g in ia  Ave. N.W. /
W ash in g to n , D. C. 2 0 0 3 7 ^ , /

O f f i c e  o f  th e  G o v e r n o r  
D i v i s i o n  o f  A d m i n i s t r a t i o n  
E d g a r  A .  B r o w n  B u i l d i n g  
1 2 0 5  P e n d le to n  S t r e e t  
C o lu m b ia ,  S o u th  C a r o l i n a  2 9 2 0 1

/ W 7

B y : B y :
( s ig n a t u r e )

D r. John W. Sim pson

( s ig n a tu r e )

JERRY W. BRANHAM, DIRECTOR ____

A T T E S T :

( ty p e d  n a m e  a n d  t i t l e ) ( ty p e d  n a m e  and  t i t le )  
DIVISION OF ADMINISTRATIONz

B y :
( s ig n a tu r e )

( I r e . r . u r c r  o r  A t to r n e y , if a p p l ic a b le )

( s ig n a tu r e )

Joe W ic k c l,  D free to r Q ffjcc_of_C omm un ity  Dcv« 
z  ( t i t l e  and  O O A  U n it )

P.-.nn 1 o l  ' :



AGREEMENT

TUTS AGREEMENT, e n te r e d  in to  as o f t h i s  1 s t  day o f  O c to b e r

by and betw een I n t e r n a t i o n a l  E nergy  A s s o c ia te s  L im ite d  _________________

( h e r e in  c a l l e d  th e  " C o n t r a c to r " )  and t h e  D iv is io n  o f  A d m in is t r a t i o n ,  O f f ic e  o f  

th e  G overnor ( h e r e in  c a l l e d  th e  " P la n n in g  A g e n c y " ) ,

WITNESSETH THAT:

WHEREAS, th e  P la n n in g  Agency d e s i r e s  t o  en g ag e  th e  C o n t r a c to r  to  r e n d e r  

c e r t a i n  t e c h n i c a l  and p r o f e s s io n a l  s e r v i c e s  h e r e a f t e r  d e s c r ib e d  in  c o n n e c t io n  

w ith  an u n d e r ta k in g  w hich  i s  e x p e c te d  t o  b e  p a r t i a l l y  f in a n c e d  u n d e r A N a t io n a l  

S c ie n c e  F o u n d a tio n  G ra n t.

NOW THEREFORE, th e  p a r t i e s  h e r e t o  d o  m u tu a l ly  a g re e  as  f o l lo w s :

S e c tio n  1 . Employment o f  C o n t r a c to r . The P la n n in g  Agency h e re b y  a g r e e s  to  engage  

th e  C o n tra c to r  and th e  C o n t r a c to r  h e re b y  a g r e e s  to  p e rfo rm  th e  s e r v i c e s  h e r e i n a f t e r  

s e t  f o r th  in  c o n n e c t io n  w ith  th e  p r o j e c t  o f  th e  P la n n in g  A gency u n d e r  N a t io n a l  

S c ien c e  F o u n d a tio n  G ran t /‘ISP 77-25869 .

S e c tio n  2. Scope o f  S e r v i c e s . The C o n t r a c to r  s h a l l  d o , p e rfo rm  and c a r r y  o u t ,  i n  

a s a t i s f a c t o r y  and p ro p e r  m anner, a s  d e te rm in e d  by th e  P la n n in g  A gency, th e  fo l lo w in g  

s e r v ic e s  f o r  th e  p la n n in g  a r e a s  as  d e s ig n a te d  be low :

See A tta c h e d :  C onduct o f  th e  P ro p o se d  S tu d y

A ll work a c t i v i t i e s  u n d e r ta k e n  p u r s u a n t  to  th e  p r o v i s i o n s  o f  t h i s  S e c t io n  s h a l l  

b e n e f i t  r e s i d e n t s  o f  th e  p la n n in g  a r e a  on a n o n - d i s c r im in a to r y  b a s i s .  The above 

work e le m en ts  s h a l l  be p e rfo rm e d  in  a c c o rd a n c e  w ith  th e  f o l lo w in g  d e t a i l e d  w ork 

d e s c r i p t i o n s :

C o n tra c t No. ISP77-25869-A Page ____ o f  10 p a g e s



SCOPE OF SERVICES:

CONDUCT OF THE PROPOSED STUDY

A. G a th e r  d a ta  on s t a t e  c a p a b i l i t y  and i n t e r e s t :

1 . Review th e  d a ta  a l r e a d y  in  hand i n  th e  S t a t e  D evelopm ent 
O f f ic e  o r  e ls e w h e re  to  i d e n t i f y  p a s t  a t te m p ts  to  d e v e lo p  
S /T  m echan ism s. Review  th e  r e a s o n s  f o r  th e  " f a i l u r e "  of 
t h e s e  to  a s s u r e  th e  same m is ta k e s  a r e  n o t  r e p e a te d  in  th e  
f u tu r e .

2 .  Survey  s i m i l a r  p rogram s in  o th e r  s t a t e s  in c lu d in g  as a 
minimum th e  N orth  C a r o l in a  R esea rch  T r ia n g le ,  th e  S p in d le -  
to p  P r o je c t  in  K en tucky , R ou te  12S Complex in  M a s s a c h u s e t t s .  
D eterm ine  how th e  p r o j e c t s  w ere s t a r t e d ,  how f in a n c e d ,  how 
s t a f f e d  and what w ere th e  t a n g i b le  and in ta n g ib l e  r e s u l t s .

3 . D eterm ine  in fo r m a t io n  needed  fo r  e v a lu a t io n ;  i n c lu d in g  an 
in v e n to ry  o f  th e  c a p a b i l i t i e s  o f p e o p le  in  s t a t e  o r g a n i ­
z a t i o n s ,  th e  p h y s ic a l  f a c i l i t i e s  t h a t  e x i s t  and th o s e  t h a t  
m igh t b e  a v a i l a b l e  f u l l  o r  p a r t t i m e ,  w i l l i n g n e s s  and a b i l i t y  
to  h e lp  in  v a r io u s  w ays, l e v e l  o f  p e r c e p t io n  o f  th e  d e s i r ­
a b i l i t y  o f  such  an  o r g a n i z a t i o n ,  a r e a s  in  w hich  e a c h  o r g a n i ­
z a t io n  s e e s  th e  need f o r  R&D.

A, The su rv e y  c o n te m p la te d  i n  3 above w i l l  be  u n d e r ta k e n  w ith  
r e f e r e n c e  to  one o r  m ore o f  s e v e r a l  i s s u e  a r e a s  t o  b e  i d e n t i  
f i e d  by  th e  G o v ern o r.

The c o n t r a c t o r  s h a l l  c o n ta c t  e d u c a t io n a l  i n s t i t u t i o n s ,  i n ­
d u s t r i a l  o r g a n i z a t i o n s  and f o u n d a t io n s ,  a s  w e l l  a s  com m unity 
l e a d e r s  i n  th e  S t a t e .

The c o n t r a c t o r  s h a l l  a l s o  ta k e  a  g e n e r a l  in v e n to r y  o f  R&D work 
a l r e a d y  i n  p ro g re s s  in  th e  v a r io u s  o r g a n i z a t i o n s ,  p a r t i c u l a r l y  
t h a t  fu n d ed  by th e  U. S . G overnm ent.

5. The in fo r m a t io n  c o n c e rn in g  d e s i r e  and w i l l i n g n e s s  t o  p a r t i c i ­
p a te  s h a l l  in c lu d e  th e  fo l lo w in g :

(a )  W il l in g n e s s  to  c o n t r i b u t e
(1 )  F i n a n c i a l l y

(a ) By g r a n t
(b) By c o s t  s h a r in g  
By lo a n  of equ ipm en t o r  f a c i l i t i e s

lo a n  of p e o p le
(2 )
(3 )
(A)

By
By a s s i s t i n g  in  o b t a in in g  c o n t r a c t s

(b )  W il l in g n e s s  to  p a r t i c i p a t e  in  deve lopm en t p ro g ram s
(1 ) By e s t a b l i s h i n g  a group in  th e  com plex w ith  a 

c o n t in u in g  funded  p rogram ;
(2 ) By p r o f e s s o r s  o r  o t h e r s  p a r t i c i p a t i n g  in  e x e c u t io n  

o f  c o n t r a c t s ;
(3 ) By d o in g  p a r t  o f  a  p r o j e c t  w i th  own p e o p le  and 

f a c i l i t i e s .

C o n tra c t No. ISP77-25869-A Page 3 o f  10 pa g e s



(c )  D e s ire  f o r  r e s u l t s  from  th e  p rogram
(1) D e te rm in e  th e  p re c e lv e d  need f o r  t h i s  ty p e  o f  p rogram  

t o  g e t  s p e c i f i c  r e s u l t s  need ed  by t h e i r  o r g a n iz a t io n
(2) D e s i r e  f o r  t h i s  ty p e  o f  o r g a n i z a t i o n  t o  h e lp  r e c r u i t  

o r  o th e r  s p e c i f i c  a n c i l l a r y  r e s u l t s

(u ) D e s ire  f o r  g e n e r a l  b e n e f i t s  to  th e  s t a t e .  D eterm ine  l e v e l  
o f w i l l i n g n e s s  to  c o n t r i b u t e ,  ev en  th o u g h  th e y  se e  l i t t l e  
s p e c i f i c  b e n e f i t  t o  th e m s e lv e s .

(e )  D eterm ine  l e v e l  o f w i l l i n g n e s s  to  ta k e  a  m ajo r  r o le
(1 ) S t a t e  governm ent
(2 ) I n d u s t r y
(3) E d u c a t io n a l  i n s t i t u t i o n s  
(A) O th e rs

6. The c o n t r a c t o r  s h a l l  p u t  th e  above in  th e  form  of a q u e s t i o n n a i r e  to  
be s e n t  t o  i n - s t a t e  o r g a n i z a t i o n s  ( i n d u s t r y ,  e d u c a t io n a l ,  e t c . ) .

7. Review th e  R e s u l ts  o f  th e  Q u e s t io n n a i r e .  The C o n tr a c to r  s h a l l  re v ie w  
th e  r e s u l t s  o f  th e  q u e s t i o n n a i r e  t o g e t h e r  w i th  o th e r  d a ta  t h a t  h as  
been  c o l l e c t e d .  They w i l l  th e n  e v a lu a te  th e  r e s u l t s  and d e te rm in e  
a r e a s  o f a m b ig u ity  o r  w here d a ta  i s  l a c k in g .

8. I n te r v ie w s .  I n te r v ie w s  a s  n e c e s s a r y  w i l l  be c o n d u c te d  to  d e te rm in e  
a d d i t i o n a l  f a c t s .

B. G a th er d a ta  on o u t - o f - s t a t e  p o t e n t i a l  c u s to m e rs

1. Review a v a i l a b l e  d a ta  to  d e te rm in e  p o s s ib l e  f i t s  be tw een  p o t e n t i a l
. o r g a n iz a t io n  c a p a b i l i t y  and i n t e r e s t  w i th  p ro g ram s f o r  w hich  v a r io u s  

n a t io n a l  o r g a n i z a t i o n s  have fu n d in g .

2. Conduct in te r v ie w s  w i th  s e v e r a l  o r g a n i z a t i o n s  w here p o s s ib l e  f i t s  
e x i s t  to  d e te rm in e  i n t e r e s t .

3. P o t e n t i a l  c u s to m e rs  in c lu d e  n a t i o n a l  i n d u s t r i a l  co m p a n ie s , m a jo r 
n a t io n a l  f o u n d a t io n s ,  E nergy R e se a rc h  and D evelopm ent A d m in is t r a t io n ,  
F e d e ra l  E nergy  A d m in is t r a t io n ,  E n v iro n m e n ta l P r o t e c t io n  A gency, 
N u c le a r  R e g u la to ry  C om m ission, G e n e ra l  A c c o u n tin g  O f f i c e ,  O f f ic e  o f 
T echnology  A sse ssm e n t, D epartm en t o f  H e a l th ,  E d u c a tio n  and W e lfa re ,  
D epartm ent o f  H ousing and Urban D evelopm en t, D epartm en t o f  I n t e r i o r ,  
N a tio n a l  S c ie n c e  F o u n d a tio n , N a t io n a l  R e se a rc h  C o u n c il and E l e c t r i c  
Power R e se a rc h  I n s t i t u t e .

C. In  c o n s u l t a t i o n  w ith  key members o f  th e  E x e c u tiv e  B ranch  o f  th e  S t a t e
Government and a p p r o p r i a t e  F e d e ra l  o r g a n i z a t i o n s ,  d e v e lo p  a l t e r n a t i v e  
a p p ro a c h e s  f o r  i d e n t i f y i n g  p r i o r i t y  i s s u e s  f o r  p o l ic y  r e s e a r c h  and 
a n a l y s i s .  The a n a ly s i s  s h a l l  c o v e r  s h o r t - t e r m  and r e a c t i v e  s i t u a t i o n s  
a s  w e l l  a s  medium term  and lo n g  te rm  o r  a n t i c i p a t i n g  s i t u a t i o n s .
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• D. D evelop a l t e r n a t i v e  m echanism s fo r  a p p ly in g  s c ie n c e  and te c h n o lo g y
to  th e  fo rm u la t io n  o f  p o l ic y  o p t io n s  f o r  th e  G o v e rn o r. The c o n t r a c t o r  
s h a l l  c o n s u l t  w ith  s t a t e  governm ent o f f i c i a l s ,  f e d e r a l  governm en t 
o f f i c i a l s  and i n d u s t r i a l  r e s e a rc h  o r g a n iz a t io n s  to  d e te rm in e  how th e  
a l t e r n a t i v e s  m igh t f u n c t io n  and how r e s e a r c h  p ro g ram s a r e  p re p a re d  to  
meet o v e r a l l  c o r p o r a te  o b j e c t iv e s .

E. The c o n t r a c t o r  s h a l l  t e n t a t i v e l y  d iag ram  th e  p o l i c y - f o r m u l a t i o n  p r o c e s s  
which p r o v id e s  th e  G overnor w ith  in f o r m a t io n  and  s u p p o r t  f o r  m a jo r  d e ­
c i s i o n s .  T h is  t a s k  s h a l l  in c lu d e  i d e n t i f y i n g  th o s e  p la c e s  in  th e  p r o c e s s  
which co u ld  s t r e n g th e n  by th e  use o f  S /T  r e s o u r c e s .  The a p p r o p r i a t e  
i n s t i t u t i o n a l  l o c a t io n s  f o r  th e s e  r e s o u r c e  i n p u t s  w i l l  a l s o  be i d e n t i f i e d .

F. Study a c c u m u la te d  d a ta  and p re p a re  p la n s  -

The c o n t r a c t o r  s h a l l  s tu d y  th e  d a ta  c o l l e c t e d  and  p r e p a r e  s e v e r a l  a l t e r ­
n a t iv e  p l a n s .

G. D iscu ss  p l a n s  w ith  th e  c o u n c i l .

H. M eetings w i th  key to p  U. S. Governm ent O f f i c i a l s  and D i r e c t o r s  o f  m a jo r 
fo u n d a t io n s .

In  o rd e r  to  b e t t e r  d e te rm in e  i n t e r e s t  and even  to  c r e a t e  i n t e r e s t  and 
e n t r e  fo r  th e  b u s in e s s  d ev e lo p m en t team , i t  i s  s u g g e s te d  t h a t  th e  c o n ­
s u l t a n t  P r o j e c t  L e a d e r , w i th  one o r  more s t a t e  p o l i t i c a l  l e a d e r s  
(G o v ern o r, S e n a to r s ,  R e p r e s e n ta t i v e s ,  e t c . ) ,  make th e s e  v i s t s .

I .  P re p a re  f i n a l  recom m endations and r e p o r t .

J . Pr o j e c t  P e r io d :

The f i n a l  r e p o r t  w i l l  be c o m p le ted  w i th in  e i g h t  m onths o f  th e  c o n t r a c t  
d a te .
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10/17/79
STATE BUDGET AND CONTROL BOARD

POLL OF O c to b e r  19___________ , 1977 POLL ITEM NUMBER

A gency : D iv is io n  o f  G e n e ra l  S e r v ic e s

S u b j e c t : Use o f  In s u ra n c e  R e se rv e  Funds

D iv is io n  D i r e c to r  M cEachern r e p o r t s  t h a t  h i s  D i v i s i o n ’s "number o n e  a t t o r n e y "  
h a s  been  a p p o in te d  to  an a d m i n i s t r a t i v e  p o s i t i o n  p a id  from  a p p r o p r ia t e d  fu n d s  a n d  t h a t  
th e  A tto rn e y  G e n e ra l now d e s i r e s  t o  a s s i g n  an A s s i s t a n t  A t to rn e y  G e n e ra l to  G e n e ra l  
S e r v ic e s  to  w ork p r im a r i ly  on  t o r t  and m e d ic a l  l i a b i l i t y  in s u r a n c e  p ro g ram s.

D i r e c t o r  M cEachern a l s o  a d v is e s  t h a t  h i s  D iv is io n  w i l l  have  to  r e im b u rs e  
th e  A tto rn e y  G e n e r a l ’ s  O f f ic e  f o r  th e  s e r v i c e s  o f  th e  a s s ig n e d  a t t o r n e y  and recom m ends 
t h a t  th e  u se  o f  I n s u ra n c e  R e se rv e  Funds f o r  t h i s  p u rp o se  be a p p ro v ed  by th e  B o a rd .
He a l s o  c i t e s  th e  fo llo w in g  1977-78  A p p r o p r ia t io n  A ct p ro v is o  (P age 4 6 ) :

" P ro v id e d , F u r th e r ,  T h a t th e  S t a t e  B udget and C o n tro l  Board i s  
a u th o r iz e d  and empowered t o  em ploy s p e c i a l  a g e n ts  to  exam ine in s u ra n c e  r i s k s  
c a r r i e d  by th e  s a id  B o ard , and t o  p e rfo rm  any  o t h e r  d u t i e s  w h ich  may be  r e q u i r e d  
o f  them , and  th e  c o s t  o f  n e c e s s a r y  s u p p l i e s ,  e q u ip m e n t, and t r a v e l  ex p en se  o f  th e  
s p e c i a l  a g e n t s ,  s h a l l  be  p a id  from  th e  re v e n u e s  o f  th e  In s u r a n c e  R ese rv e  F u n d ."

Board A ction  R eq u ested :

A pprove th e  r e f e r e n c e d  u se  o f  In s u r a n c e  R ese rv e  F u n d s , a s  r e q u e s te d  by 
D iv is io n  o f G e n e ra l  S e r v ic e s  D i r e c to r  M cEachern.

V o te  Of B oard M ember: ( P le a s e  i n d i c a t e  by i n i t i a l i n g  a p p r o p r i a t e  l i n e  b e lo w .)

I  a p p ro v e  o f th e  ab o v e  a c t i o n .

I  d i s a p p r o v e  o f  th e  above a c t i o n .

H o ld  f o r  r e g u l a r  m e e t in g .

A tta c h m e n ts :



f E M t f t ' t  Ji-

ST A TE BUDGET AND C O N TR O L BOARD 
DIVISION O F G E N E R A L  SERV ICES 

AGENDA

O c to b e r  19, 1977

I. U tiliz a tio n  of In s u ra n c e  R e se rv e  Funds

The D iv is io n  o f G e n e ra l  S e rv ic e s  has ap p o in ted  o u r n u m b e r one a t to rn e y  
to  an  a d m in is t r a t iv e  p o s itio n  paid out of a p p ro p r ia te d  funds. T he A tto rn ey  
G e n e ra l now d e s i r e s  to  a s s ig n  an  a s s is ta n t  a t to rn e y  g e n e ra l  to th is  D iv isi on 
to  w o rk  p r im a r i ly  on the  to r t  and m ed ica l l ia b il i ty  p r o g r a m s .  It w ill be 
n e c e s s a ry  fo r  the  D iv is io n  to  r e im b u rs e  the  a t to rn e y  g e n e r a l  fo r  th e se  
s e r v ic e s  . It is  re c o m m e n d e d  th a t the  B o ard  a p p ro v e  u se  of funds f ro m  the  
In su ra n c e  R e s e r v e  Fund for th is  p u rp o se . The c u r r e n t  a p p ro p r ia t io n  b ill 
p ro v id e s  th a t th e  "B u d g e t and C o n tro l B o ard  is  a u th o r iz e d  and e m p o w ered  
to  em p lo y  s p e c ia l  a g e n ts  to . . . to  p e r fo rm  any  o th e r  d u tie s  w h ich  m ay  be 
re q u ire d  of th e m , and the  c o s t of n e c e s s a ry  su p p lie s , e q u ip m e n t, and 
t r a v e l  e x p e n s e s  of the  s p e c ia l  a g e n ts , s h a ll  be pa id  f ro m  the  re v e n u e s  of 
the In s u ra n c e  R e s e rv e  F und. " (77 -78  A p p ro p r ia tio n  A ct page 46) The 
funds re q u ire d  w ill  am o u n t to  a p p ro x im a te ly  $ 2 5 ,0 0 0  on an  a n n u a liz e d  b a s is .
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STATE BUDGET AND CONTROL BOARD

POLL OF O c to b e r  19____________ , 1977

G X H i 6 i 7  H L .  

i o | i v ) n

POLL ITEM NUMBER 5

A g en cy : S t a t e  C o lle g e

S u b j e c t : Use o f  S in k in g  Funds

S t a te  C o lle g e  V ice  P r e s id e n t  f o r  B u s in e s s  and F in a n c e  H a ro ld  A. J e n k in s  
r e q u e s t s  a u t h o r i z a t i o n  to  u se  $500 ,000  o f  t u i t i o n  d e b t  s e r v i c e  ( s in k in g )  funds now on 
d e p o s i t  to  f in a n c e  an  e x p a n s io n  o f  th e  C o lle g e  L ib r a r y .

At p r e s e n t ,  a s  a  r e s u l t  o f  th e  d e fe a s a n c e  a c t i o n  by th e  Board ta k e n  on 
4 /2 0 /7 7 ,  S t a t e  C o lle g e  h a s  no S t a te  I n s t i t u t i o n  Bonds " o u ts ta n d in g "  w i th in  th e  
s t a t u t o r y  d e f i n i t i o n .

B oard  A c t io n  R e q u e s te d :

A pprove u se  o f  e x c e s s  t u i t i o n  d e b t s e r v i c e  ( s in k in g )  fu n d s  in  th e  am ount 
o f  $500 ,000  f o r  an e x p a n s io n  o f  th e  S t a te  C o lle g e  L ib r a r y ,  p u r s u a n t  to  1976 Code 
S e c t io n  5 9 -1 0 7 -1 8 0 .

V o te  Of B oard M ember: (P le a s e  i n d i c a t e  by i n i t i a l i n g  a p p r o p r i a t e  l i n e  b e lo w .)

I  a p p ro v e  o f  th e  above a c t i o n .

I  d is a p p ro v e  o f  th e  above a c t i o n .

____________ Hold f o r  r e g u l a r  m e e tin g .

A ttach m en ts :

J e n k in s  1 0 /5 /7 7  l e t t e r  to  Putnam
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SOUTH CAROLINA STATE COLLEGE 

Orangeburg, South Carolina 29117

O c t o b e r  5 ,  1977

O F F IC E  O F  T H E  V IC E  P R E S ID E N T  
FO R  B U S IN E S S  A N O  F IN A N C E

M r. W i l l i a m  T . P u tn a m ,  S e c r e t a r y  
S t a t e  B u d g e t  a n d  C o n t r o l  B o a rd  
P o s t  O f f i c e  Box 1 1 3 3 3
C o l u m b ia ,  S o u th  C a r o l i n a  2 9 2 1 1

D ea r  M r . P u t n a m :

R e f e r e n c e  i s  m ade t o  a n  e a r l i e r  c o n v e r s a t i o n
b e t w e e n  y o u  a n d  D r .  M. M aceo  N a n c e ,  J r . ,  P r e s i d e n t ,  S o u t h  
C a r o l i n a  S t a t e  C o l l e g e  c o n c e r n i n g  o u r  n e e d  t o  a c c o m p l i s h  
so m e  r e n o v a t i o n s  f o r  e x p a n s i o n  o f  t h e  c o l l e g e  l i b r a r y  a n d  
t h e  m e a n s  by w h ic h  t h e  w o rk  may b e  f i n a n c e d .  R e f e r e n c e  i s  
m ad e  a l s o  to  my c o n v e r s a t i o n  w i t h  y o u  o n  S e p t e m b e r  28 r e l a ­
t i v e  t o  t h e  sam e  s u b j e c t .

A c c o r d i n g  t o  o u r  r e c o r d s  we c u r r e n t l y  h a v e  o n  h a n d
a n d  in  d e p o s i t  w i t h  t h e  O f f i c e  o f  t h e  S t a t e  T r e a s u r e r  t h e  sum  
o f  $ 8 9 4 ,0 3 5  i n  o u r  t u i t i o n  d e b t  s e r v i c e  f u n d .  We h a v e  r e c e i v e d  
a u t h o r i z a t i o n  t o  u t i l i z e  $ 3 1 0 , 0 0 0 . 0 0  o f  t h e s e  f u n d s  t o  c o m p l e t e  
c o n s t r u c t i o n  on  t h e  T e a c h i n g  M u seu m / P 1 a n e t a r i u r n  a n d  now r e s p e c t ­
f u l l y  r e q u e s t  p e r m i s s i o n  t o  e a r - m a r k  $ 5 0 0 ,0 0 0  f o r  u s e  i n  t h e  e x ­
p a n s i o n  o f  t h e  c o l l e g e  l i b r a r y .

F a v o r a b l e  a c t i o n , b y  t h e  B o a r d ,  o n  t h i s  r e q u e s t  w i l l  b e  
a p p r e c i a t e d .

S i

H a r o l d  A . J e n k i n s
V ic e  P r e s i d e n t  f o r  B u s i n e s s

a n d  F i n a n c e

HAJ : mm



SOUTH CAROLINA STATE COLLEGE 
Orangeburg, South Carolina 29117

O c t o b e r  5 ,  1 9 7 7

O F F IC E  O F  T H E  V IC E  P R E S ID E N T  
F O R  B U S IN E S S  A N O  F IN A N C E

c

<1

M r. W i l l i a m  T . P u tn a m ,  S e c r e t a r y  
S t a t e  B u d g e t  a n d  C o n t r o l  B o a r d  
P o s t  O f f i c e  B ox 1 1 3 3 3
C o l u m b i a ,  S o u t h  C a r o l i n a  2 9 2 1 1

D e a r  M r. P u tn a m :

R e f e r e n c e  i s  m ade  t o  a n  e a r l i e r  c o n v e r s a t i o n  
b e t w e e n  y o u  a n d  D r .  M. M aceo  N a n c e ,  J r . ,  P r e s i d e n t ,  S o u t h  
C a r o l i n a  S t a t e  C o l l e g e  c o n c e r n i n g  o u r  n e e d  t o  a c c o m p l i s h  
som e r e n o v a t i o n s  f o r  e x p a n s i o n  o f  t h e  c o l l e g e  l i b r a r y  a n d  
t h e  m e a n s  b y  w h ic h  t h e  w o rk  m ay b e  f i n a n c e d .  R e f e r e n c e  i s  
m ade  a l s o  t o  my c o n v e r s a t i o n  w i t h  y o u  o n  S e p t e m b e r  28 r e l a ­
t i v e  t o  t h e  sam e  s u b j e c t .

A c c o r d i n g  t o  o u r  r e c o r d s  we c u r r e n t l y  h a v e  o n  h a n d  
a n d  i n  d e p o s i t  w i t h  t h e  O f f i c e  o f  t h e  S t a t e  T r e a s u r e r  t h e  sum  
o f  $ 8 9 4 ,0 3 5  i n  o u r  t u i t i o n  d e b t  s e r v i c e  f u n d .  We h a v e  r e c e i v e d  
a u t h o r i z a t i o n  t o  u t i l i z e  $ 3 1 0 , 0 0 0 . 0 0  o f  t h e s e  f u n d s  t o  c o m p l e t e  
c o n s t r u c t i o n  o n  t h e  T e a c h i n g  M u s e u m / P l a n e t a r i u m  a n d  now  r e s p e c t ­
f u l l y  r e q u e s t  p e r m i s s i o n  t o  e a r - m a r k  $ 5 0 0 ,0 0 0  f o r  u s e  i n  t h e  e x ­
p a n s i o n  o f  t h e  c o l l e g e  l i b r a r y .

F a v o r a b l e  a c t i o n , b y  t h e  B o a r d ,  o n  t h i s  r e q u e s t  w i l l  b e  
a p p r e c i a t e d .

H A J: mm
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STATE BUDGET AND CONTROL BOARD

POLL O F ____ O c to b e r 19 _________ » 1977

A gency : F o r e s t r y  Com m ission

/c //y /?7

POLL ITEM NUMBER

S u b j e c t : R ep lacem en t o f  Y auhannah Tower R e s id e n c e

S t a t e  F o r e s t e r  Jo h n  T i l l e r  r e p o r t s  t h a t  th e  Y auhannah Tower r e s id e n c e  
was d e s tro y e d  on 1 0 /1 /7 7  by f i r e  and r e q u e s t s  a u t h o r i z a t i o n  t o  r e p l a c e  i t .

E s t im a te d  c o s t  o f  r e p la c e m e n t  i s  $ 2 4 ,0 0 0 , $ 1 8 ,0 0 0  o f  w h ic h  i s  to  come, 
from  in s u r a n c e  c o v e ra g e  w ith  $6 ,0 0 0  to  come from  F o r e s t r y  C om m ission o p e r a t i n g  
re v e n u e .

B oard A c t io n  R e q u e s te d :

A u th o r iz e  r e p la c e m e n t o f  Y auhannah to w e r r e s id e n c e  u s in g  $ 1 3 ,0 0 0  from  
in s u ra n c e  r e c o v e r y  and $ 6 ,0 0 0  from  Com m ission o p e r a t in g  re v e n u e  as th e  s o u rc e  of 
fu n d s .

V ote  O f B oard  M ember: ( P le a s e  i n d i c a t e  by i n i t i a l i n g  a p p r o p r i a t e  l i n e  b e lo w .)

____________  I  a p p ro v e  o f  th e  ab o v e  a c t i o n .

1 d is a p p ro v e  o f  th e  above a c t i o n .

___________  Hold f o r  r e g u l a r  m e e t in g .

A t ta c h m e n ts :

T i l l e r  1 0 /7 /7 7  l e t t e r  to  Putnam  p lu s  E - l  form



<e-t
South (Carolina State (Commission of JForestnf

J O H N  R T IL L E R  ST A TE  FO RE'S I tM  f  O  B O X 2 '  ’ O T  C O L U M B IA  S C 2 9 2 2  1

O cto b er 7, 1977

S t a te  A u d ito r
205 Wade Hampton O f f ic e  B u ild in g  
P . 0 . Box 11333 
C olum bia, S .C . 29211

A t t e n t io n :  Mr. Putnam

D ear S i r :

On S a tu rd a y , O ctober 1, 1977 th e  to w er r e s id e n c e  a t  Yauhannah was 
t o t a l l y  d e s tro y e d  by f i r e .

We r e q u e s t  p e rm is s io n  to  r e b u i ld  t h i s  r e s id e n c e  w ith  c u r r e n t l y  
em ployed p e rso n n e l u s in g  $18 ,000  in  fu n d s  to  be p a id  from  th e  
S t a t e  In su ra n c e  Fund and $6 ,0 0 0  from  o p e ra t in g  re v e n u e  to  c o v e r  
e x p e n d i tu re s  f o r  n e c e s s a ry  m a t e r i a l s  and o th e r  r e l a t e d  e x p e n se s .

T e n ta t iv e  c o n s t r u c t io n  d e t a i l s  have been  d is c u s s e d  w ith  th e  
S t a t e  E n g in e e r 's  O f f ic e .

W ith prom pt a c t io n  we f e e l  we can  have th e  to w er o p e r a to r  i n  a 
r e s id e n c e  i n  l e s s  th a n  fo u r  m o n th s , w e a th e r  p e r m i t t in g .

Very t r u l y  y o u r s ,

p
V
John R. t i l l e r  
S ta te  F o r e s t e r

-<rc. „

JRT: j l p



STATE BUDGET AND CONTROL BOARD

POLL O F __O c to b e r  19______________. 1977

A g en cy : D iv is io n  o f  M otor V e h ic le  M anagement

S u b je c t :  Re qu e s te d  F l e e t  A d d i t io n s  by ETV

D iv is io n  D i r e c to r  Spence r e p o r t s  t h a t  ETV h a s  r e q u e s te d  p e r ­
m is s io n  to  p u rc h a s e  fo u r  v a n s  and one s t a t i o n  wagon to  s u p p o r t  new o r  
expanded p rogram s in  th e  C o lum bia , S u m te r , B e a u fo r t  and Rock H i l l  a r e a s .  ”

B oard  A c tio n  R e q u e s te d :

D iv is io n  D i r e c to r  Spence recom mends a p p ro v a l  o f  th e  ETV r e q u e s t  f o r  
a u t h o r i z a t i o n  to  p u rc h a s e  fo u r  v a n s  and one s t a t i o n  wagon.

V ote  O f B oard  M ember: ( P le a s e  i n d i c a t e  by i n i t i a l i n g  a p p r o p r i a t e  l i n e  b e lo w .)

____________  I  a p p ro v e  o f  th e  above  a c t i o n .

____________  I  d is a p p r o v e  o f  th e  above  a c t i o n .

____________  H old f o r  r e g u l a r  m e e t in g .

A t ta c h m e n ts :

Spence agenda  n o te s  and E n c lo s u re  ( 3 ) .
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STATE OF S O U TH  CA R O LIN A  
B UDGET A N D  CONTROL BOARD  

D IV IS IO N  O F  M O TO R  V E H IC L E  M A N A G E M E N T  
F. O . BOX *32  

C O L U M B IA . S .C . 2 *202

AGENDA ITEMS
STATE BUDGET AND CONTROL BOARD

1. Mr. A l la n  J .  Spence, D ire c to r ,  D iv is io n  o f  Motor V e h ic le  Management, d e s ire s  to  
appear b e fo re  th e  Board and presen t th e  fo llo w in g  item s:

A. S ta te  V e h ic le  Assignment C r i te r ia  f o r  model y e a r 1978. T h is  item  was d is ­
cussed b r ie f l y  a t  th e  Board m eeting on September 14, 1977. S ince th e re  
was some concern about the  type  to  be assigned to  f u l l  tim e  com m issioners, 
t h is  p a r t ic u la r  item  is  again b rough t be fo re  th e  Board f o r  t h e i r  c o n s id e r­
a t io n .  P lease see enc losu re  (1 ) .

Recommendation: A p p ro va l. F u ll tim e  coron iss ioners have been p laced in  
the  same r e la t iv e  p o s it io n  as la rg e  agency d ire c to r s  and th e re fo re  ra te  
a C lass I I  ( f u l l  s iz e )  v e h ic le .

B. Proposed s p e c i f ic a t io n  f o r  1978 p o lic e  u n its .  T h is  item  was no t d iscu s ­
sed a t  th e  p re v io u s  m eeting because o f  a pending recommendation by the 
Board o f Comm issioners, S. C. Department o f  Highways and P u b lic  Transpor­
t a t io n .  Please see enc losu re  (21.

Recommendation: A p p ro va l. The s p e c if ic a t io n s  are  th e  same as la s t  yea r 
w ith  the excep tion  o f the  a d d it io n  o f AM ra d io s . I t  is  p o in te d  ou t th a t  
o n ly  one (1 ) m anu fac tu re r is  e l ig ib le  to  b id  on th is  121 in c h  wheelbase 
u n i t  in s o fa r  as Ford M otor Company is  the o n ly  m anu fac tu re r th a t  makes 
t h is  s iz e  p o lic e  u n i t  in  1978. The Highway Commission fe e ls  th a t  th is  
s iz e  u n i t  is  needed in  o rd e r to  p ro p e r ly  perfo rm  th e  m iss ion  assigned to  
the  S ta te  Highway P a t r o l.  P lease see enc losu re  (2 ) .

"  C. S. C. E duca tiona l T e le v is io n  Network reques t pe rm iss ion  to  purchase fo u r  
(4 ) vans and one (1 ) s ta t io n  wagon. These u n its  w i l l  su p p o rt new and /o r 
expanded programs in  the  Columbia, Sumter, B e a u fo rt and Rock H i l l  a reas.

Recommendation: A p p ro va l. I t  appears th a t  the  requested u n its  are j u s t i ­
f ie d  as to  in tended  use and sav ings on reim bursem ent m ileage . P lease see 
enc losu re  (3 ) .
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SOUTH CAROLINA EDUCATIONAL TELEVISION NETWORK

H E N R Y  J. C A U T H E N  
president and general manager

A ugust 11 , 1977

K r. C laude D av is
D i r e c t o r  o f  O p e ra t io n s
D iv is io n  o f  M otor V e h ic le  Management
300 G e rv a is  S t r e e t
C o lum bia , S .C .

D ear C la u d e :

I  am s u b m it t in g  t h i s  r e q u e s t  f o r  a d d i t i o n a l  v e h ic l e s  a t  t h i s  
tim e  in  o r d e r  to  o b ta in  a p p ro v a l  f o r  th e  p u rc h a se  o f  v e h ic l e s .
A f t e r  th e  r e q u e s t  has been  a p p ro v e d  and th e  c o n t r a c t s  have been 
a w ard e d , I  w i l l  su b m it th e  n e c e s s a r y  fo rm s (DKVK Form 6 -7 7 )  w hich  
w i l l  r e f l e c t  th e  p ro p e r  ty p e ,  m odel, e ^ c .  o f th*» v e h ic le  on. 
c o n t r a c t .

<
The a d d i t i o n a l  v e h ic le s  n— ’ •* '’•»»*» *>-_ '• j v an s th  f r o n t  

posse* >'  -  ■' n )  '■ tetticn  wopon. We a r e  e s t im a t in g  t h a t
th e  v»ns w i l l  co -*  a p p ro x im a te ly  $5400 e ac h  and  th e  s t a t i o n  wagon 
w i l l  c o s t  a p p ro x im a te ly  $4800 e a c h . The fu n d s  f o r  th e  p u rc h a se  
o f  a l l  o f  th e r e  v e h ic le s  ($ 2 6 ,4 0 0 )  w i l l  be ta k e n  from  fu n d s  w hich  
a r e  a v a i l a b l e  from  th e  C o rp o ra t io n  o f  P u b l ic  B r o a d c a s t in g .  Such 
fu n d s  can  be u se d  f o r  t h i s  type  o f  p u rc h a se  i f  th e  eq u ip m en t (m o to r 
v e h i c l e s )  w i l l  be u sed  in  s u p p o r t  o f  th e  i n s t r u c t i o n a l  o r  p u b l ic  
e f f o r t s .

T hese v e h ic le s  a r e  n eed ed  and w i l l  be o p e r a te d  a s  I n d ic a te d  be low :

A. Van -  a s s ig n e d  an d  o p e ra te d  o u t  o f  ag en cy  m o to r p o o l 
in  C o lum bia . W il l  be u se d  by th e  Seven30  news s t a f f  
to  com ply w ith  th e  r e q u ir e m e n ts  o f  th e  F e d e r a l  Com­
m u n ic a t io n s  C o m m issio n 's  a s c e r ta in m e n t  r e q u i r e m e n ts .
T h is  r e q u i r e s  t h a t  a l l  r a d io  and t e l e v i s i o n  l i c e n s e e s  
p ro d u ce  p rog ram s t h a t  w i l l  m eet th e  n e e d s  o f  th e  
co m m u n ities  a ro u n d  th e  s t a t e .  T hese p ro g ram s w i l l  
be p ro d u ced  on f i lm  a n d /o r  p o r t a b le  v id e o  e q u ip m e n t.
T h is  v e h ic le  would be e q u ip p e d  w ith  s h e lv in g ,  r a c k s  
a n d /o r  p a r t i t i o n s  w hich would c o n ta in  th e  eq u ip m en t 
n e c e s s a r y  f o r  su c h  p r o d u c t io n s .
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B. Van -  a s s ig n e d  and  o p e r a te d  by s t a f f  o f  WRJA-TV, S u m ter,
S .C . P r e s e n t ly ,  th e  WRJA o p e r a t io n s  has one (1 )  v e h ic le  
and  one (1 )  s m a ll  t e l e v i s i o n  rem o te  u n i t  a s s ig n e d  f o r  
t h e i r  u s e .  The p r e s e n t  v e h ic le  i s  u sed  to  t r a n s p o r t  
f i lm s  and p o r t a b le  v id e o  eq u ip m en t to  s c h o o ls ,  h o s p i t a l s ,  
e t c ,  w i th in  th e  s t a t i o n  c o v e rag e  a r e a  f o r  p ro d u c t io n  o f  
l o c a l  community i n t e r e s t  p rogram s b o th  in  th e  I n s t r u c t i o n a l  
an d  p u b l ic  b r o a d c a s t in g  a r e a s .  D u rin g  1 9 7 6 -1 9 7 ? , th e  
S um ter s t a t i o n  expended  a p p ro x im a te ly  #1300 in  m ileag e  
re im b u rse m e n t w hich w ould be sa v ed  by t h i s  a d d i t i o n a l  
v e h i c l e .  In  a d d i t i o n  to  t h i s  s a v in g s ,  th e  a d d i t i o n a l  
v e h ic le  would a llo w  us to  m eet th e  n e e d s  o f  th e  l o c a l  
co m m u n ities  and to  com ply w ith  th e  FC C 's a s c e r ta in m e n t  
r e q u ir e m e n ts  w i th in  t h i s  a r e a ,

C. Van -  a s s ig n e d  and  o p e ra te d  by s t a f f  o f  WJWJ-TV, B e a u fo r t ,
S .C . The same n e ed s  and r e q u ir e m e n ts  e x i s t  h e re  a s  in  
S u m te r . The s a v in g s  in  re im b u rse d  m ile a g e  e x p e n se s  a t  
WJWJ-TV would be a t  l e a s t  ^2500 p e r  y e a r  due to  i t s ’ more 
rem o te  l o c a t i o n .  A d d i t io n a l ly ,  s in c e  b o th  WRJA-TV and 
WJWJ-TV w i l l  be o p e r a t in g  a second  p o r t a b l e  v id e o  sy stem  
t h i s  y e a r ,  th e  need  f o r  th e s e  a d d i t i o n a l  v e h ic le s  becomes 
even  more c r i t i c a l .

D. Van and s t a t i o n  wagon -  a s s ig n e d  and o p e ra te d  by F ie ld  
T e c h n ic a l  S e r v ic e s  s t a f f  o f  WNSC-TV, Rock H i l l ,  S .C .
T hese  v e h ic le s  w i l l  be u sed  to  c a r r y  eq u ip m en t and 
s u p p l i e s  t h a t  a r e  r e q u i r e d  f o r  th e  i n s t a l l a t i o n ,  
t e s t i n g  and m a in ten a n ce  o f  th e  t e l e v i s i o n  and r a d io  
s e t s  and th e  a n te n n a s  and  b u i l d i n r  d i s t r i b u t i o n  sy stem s 
t h a t  a r e  n e c e s s a r y  f o r  th e  s c h o o ls  to  u t i l i z e  th e  
i n s t r u c t i o n a l  r a d io  and t e l e v i s i o n  p rog ram s t h a t  w i l l  
be o f f e r e d  by th e  new o p e r a t io n s  from  WNSC-TV in  Rock 
H i l l .

As you can  s e e ,  a l l  o f  th e  v e h ic le s  a r e  p r i m a r i l y  th e  r e s u l t  o f  two 
new p ro g ra m s . The FCC a s c e r ta in m e n t  r e q u ire m e n t  w hich was imposed 
on E d u c a t io n a l  b r o a d c a s te r s  f o r  th e  f i r s t  tim e  and  th e  new s t a t i o n  
o p e r a t io n s  i n  Rock H i l l .

We c u r r e n t l y  have 35 owned v e h ic le s  and no le a s e d  v e h ic le s .
We have o n ly  1 v e h ic le  a s s ig n e d  f o r  e x c lu s iv e  u s e ,  t h a t  o f  th e  
G e n e ra l M anager. We would e s t im a te  t h a t  e a c h  o f  th e s e  v e h ic le s  
would t r a v e l  1 7 .0 0 0  m ile s  a n n u a l ly .
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I hope t h a t  I have g iv e n  you s u f f i c i e n t  in f o r m a t io n  c o n c e rn in g  
th e  need  f o r  and  r e q u e s t  to  p u rc h a se  th e s e  a d d i t i o n a l  v e h ic l e s .
I f  you  sh o u ld  need  any  a d d i t i o n a l  in f o r m a t io n ,  p le a s e  l e t  me know.
I  c e r t a i n l y  a p p r e c i a t e  a l l  o f  y o u r  c o n ce rn  and a s s i s t a n c e  in  a l l  
o f  o u r  m otor v e h ic le  n e e d s .

S in c e r e ly ,

George W. H op k in s, J r .  
D i r e c to r
D iv is io n  o f  S p e c ia l  S e rv ic e s

G W H ,Jr./bd
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KAREN L.CRAFT HENDERSON
ASSISTANT ATTORNEY GENERAL

WAPf HAMPTON OFFICE BUILDING 

POST OFFICE BOX 1 1SA9 

COLUMBIA, S . C. 2 9 2 *1  

TELEPHONE 8 0 3 -7 5 8 -3 9 7 0

DANIEL R. McLEOD
ATTORNEY GENERAL

O c t o b e r  1 7 ,  1 9 7 7

H o n . W i l l i a m  T . P u tn a m  
S t a t e  Aud i  t o r
W ade H a m p to n  O f f i c e  B u i l d i n g  
C o l u m b ia ,  S o u t h  C a r o l i n a

R e: $ 2 , 5 0 0 , 0 0 0  M a r l b o r o  C o u n t y ,  S o u t h  C a r o l i n a ,
F i r s t  M o r tg a g e  I n d u s t r i a l  R e v e n u e  N o t e ,
S e r i e s  1 9 7 7  ( H a n e s  H o s i e r y ,  I n c .  -  L e s s e e )

D e a r  M r. P u tn a m :

R e g a r d i n g  t h e  a b o v e - r e f e r e n c e d  n o t e ,  we h a v e  r e v i e w e d  
t h e  P e t i t i o n  a n d  o t h e r  d o c u m e n t s  s u b m i t t e d  t o  t h e  
S t a t e  B u d g e t  a n d  C o n t r o l  B o a rd  f o r  i t s  a p p r o v a l  
p u r s u a n t  t o  S e c t i o n s  4 - 2 9 - 1 0  e t  s e q . , CODE OF LAWS 
OF SOUTH CAROLINA, 1 9 7 6 ,  a n d  t h e  sa m e  a p p e a r ,  i n  o u r  
o p i n i o n ,  t o  b e  i n  o r d e r .

W ith  k i n d  r e g a r d s ,

'j  OAJLA-

K a r e n  L e C r a f t  H e n d e r s o n

bbb



RESOLUTION
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STATE OF SOUTH CAROLINA BUDGET AND CONTROL BOARD

WHEREAS, h e r e t o f o r e  t h e  M a r lb o ro  C o u n ty  C o u n c i l  ( th e  

C o u n ty  B o ard ) d i d ,  p u r s u a n t  t o  T i t l e  4 ,  C h a p te r  2 9 ,  Code o f  

Laws o f  S o u th  C a r o l i n a ,  1976 ( th e  A c t ) ,  p e t i t i o n  t h e  S t a t e  

B u d g e t an d  C o n t r o l  B o ard  o f  S o u th  C a r o l i n a  ( th e  S t a t e  B o ard ) 

s e e k i n g  t h e  a p p r o v a l  o f  t h e  S t a t e  B o ard  t o  an  u n d e r t a k i n g  by  

t h e  C o u n ty  B o ard  p u r s u a n t  t o  t h e  A c t ;  and

WHEREAS, t h e  p r o p o s e d  u n d e r t a k i n g  c o n s i s t s  o f  t h e  

a c q u i s i t i o n  by t h e  C o u n ty  B o ard  o f  a p a r c e l  o f  l a n d  c o n t a i n i n g  

a p p r o x im a te ly  10 a c r e a s  o f  l a n d  l o c a t e d  i n  M a r lb o ro  C o u n ty ,  ( t h e  

C o u n ty ) ,  on  w h ic h  t h e  C o u n ty  B oard  w i l l  f i n a n c e  t h e  a c a u i s t i o n ,  

c o n s t r u c t i o n ,  a n d  e q u ip p in g  o f  c e r t a i n  f a c i l i t i e s  f o r  th e  d v e i n g ,  

p a c k a g in g  an d  d i s t r i b u t i o n  o f  p a n ty  h o s e  t o g e t h e r  w i th  t h e  n e c e s s a r y  

m a c h in e r y  a n d  e q u ip m e n t  ( s a i d  10 a c r e  t r a c t  o f  l a n d  an d  t h e  b u i l d ­

i n g s ,  an d  e c ju ip m e n t c o n s t i t u t i n g  t h e  s a i d  f a c i l i t i e s  b e in g  

h e r e i n a f t e r  r e f e r r e d  t o  a s  t h e  P r o j e c t ) , an d  w h ic h  P r o j e c t  w i l l  be  

l e a s e d  t o  H an es  H o s i e r y ,  I n c . ,  a N o r th  C a r o l i n a  c o r p o r a t i o n  

( t h e  L e s s e e ) ; an d

WHEREAS, t h e  P r o j e c t  i s  t o  be l e a s e d  t o  t h e  L e s s e e  a t  a 

r e n t a l  s u f f i c i e n t  t o  p r o v id e  f o r  t h e  p a y m en t o f  t h e  N o te  o f  t h e  

C o u n ty  h e r e a f t e r  r e f e r r e d  t o ,  and  c o s t s  an d  e x p e n s e s  r e s u l t i n g  

fro m  t h e  i s s u a n c e  t h e r e o f ;  an d

WHEREAS, i n  o r d e r  t o  f i n a n c e  t h e  P r o j e c t  t h e  C o u n ty  B o ard  

p r o p o s e s  t o  p r o v i d e  f o r  t h e  i s s u a n c e  o f  i t s  $ 2 ,5 0 0 ,0 0 0  M a r lb o ro  

C o u n ty ,  S o u th  C a r o l i n a ,  F i r s t  M o rtg a g e  I n d u s t r i a l  R evenue  N o te ,



« •

S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  L e s s e e )  ( t h e  N o te )  p a y a b le  

fro m  t h e  r e n t a l s  d e r i v e d  fro m  th e  L e s s e e .  T he C o u n t y 's  N o te  w i l l  

be s e c u r e d  b y  a M o rtg a g e  an d  S e c u r i t y  A g re e m e n t fro m  t h e  C o u n ty  

to  W ach o v ia  B ank a n d  T r u s t  C om pany, N .A . ,  t h e  p u r c h a s e r  o f  t h e  

N o te ,  w h ic h  w i l l  c o n s t i t u t e  a f i r s t  m o r tg a g e  l i e n  on  t h e  P r o j e c t ;  and  

t h e  p a y m e n t o f  t h e  p r i n c i p a l  o f ,  p re p a y m e n t  p e n a l t y ,  i f  a n y ,  and 

i n t e r e s t  o n  t h e  N o te  w i l l  be  u n c o n d i t i o n a l l y  g u a r a n t e e d  by  H anes 

C o r p o r a t i o n ,  a c o r p o r a t i o n  o r g a n iz e d  u n d e r  t h e  la w s  o f  t h e  S t a t e  

o f  N o r th  C a r o l i n a  ( t h e  G u a r a n t o r ) ; an d

WHEREAS, t h e  fo rm  o f  t h e  L e a s e  A g re e m e n t b e tw e e n  t h e  C o u n ty  

an d  t h e  L e s s e e ,  t h e  G u a r a n ty  A g re e m e n t b e tw e e n  t h e  P u r c h a s e r  and  

th e  G u a r a n to r  an d  o f  t h e  N o te  and t h e  M o rtg a g e  an d  S e c u r i t y  A g re e ­

m en t h a v e  b e e n  c o n s i d e r e d  by  t h i s  B o a rd .

NOW, THEREFORE, BE IT RESOLVED BY THE STATE BUDGET AND

CONTROL BOARD IN MEETING DULY ASSEMBLED:

1 . I t  h a s  b e e n  fo u n d  and  d e te r m in e d  by  t h e  S t a t e  B o ard

(a ) T h a t  t h e  s t a t e m e n t  o f  f a c t s  s e t  f o r t h  i n  t h e  r e c i t a l s  

o f  t h i s  R e s o l u t i o n  a r e  i n  a l l  r e s p e c t s  t r u e  an d  c o r r e c t .

(b) T h a t  t h e  C o u n ty  B o ard  h a s  f i l e d  a p r o p e r  p e t i t i o n  t o  t h e  

S t a t e  B o ard  e s t a b l i s h i n g  a  r e a s o n a b l e  e s t i m a t e  o f  t h e  c o s t  o f  t h e  

P r o j e c t ,  a  g e n e r a l  sum m ary o f  th e  te r m s  a n d  c o n d i t i o n s  o f  t h e  L e a s e ,  

t h e  G u a ra n ty  A g re em en t an d  t h e  N o te  a n d  M o rtg a g e  s p o k e n  o f  h e r e i n ­

a b o v e  a n d  h a s  e s t a b l i s h e d  t h a t  t h e  L e s s e e  w i l l  p a y  a s  a d d i t i o n a l  

r e n t a l s ,  i n  l i e u  o f  t a x e s ,  t h e  sum s p r e s c r i b e d  by  t h e  A c t .

(c ) T h a t  t h e  P r o j e c t  w i l l  p r o v i d e  em p lo y m e n t f o r  a p p r o x ­

im a t e l y  225 p e r s o n s  and  w i l l  b e  o f  b e n e f i t  t o  t h e  C o u n ty  an d  

a d j o i n i n g  a r e a s .
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(d ) T h a t  t h e  P r o j e c t  i s  in t e n d e d  t o  p ro m o te  t h e  p u r p o s e s  

o f  t h e  A c t a n d  i s  r e a s o n a b l y  a n t i c i p a t e d  t o  e f f e c t  s u c h  r e s u l t s .

2 .  On t h e  b a s i s  o f  t h e  f o r e g o i n g  f i n d i n g s  th e  n r o n o s e d  

u n d e r t a k i n g  o f  t h e  C o u n ty  B o ard  t o  a c c u i r e  t h e  P r o j e c t ,  t o  l e a s e  

t h e  P r o j e c t  t o  t h e  L e s s e e  an d  t o  f i n a n c e  t h e  c o s t  o f  c o n s t r u c t i n g  

t h e  P r o j e c t  t h r o u g h  t h e  i s s u a n c e  o f  a $ 2 ,5 0 0 ,0 0 0  M a r lb o ro  C o u n ty ,  

S o u th  C a r o l i n a ,  F i r s t  M o rtg a g e  I n d u s t r i a l  R evenue  N o te ,  S e r i e s  

1977 (H an es  H o s i e r y ,  I n c .  -  L e s s e e )  p a y a b le  fro m  th e  r e v e n u e s  t o

b e  d e r i v e d  fro m  t h e  l e a s i n g  o f  t h e  P r o j e c t  an d  a d d i t i o n a l l y  s e c u r e d  

b y  t h e  s a i d  M o rtg a g e  an d  G u a r a n ty  A g re e m e n t,  a l l  p u r s u a n t  t o  

t h e  A c t ( i n c l u d i n g  c h a n g e s  i n  an y  d e t a i l s  o f  t h e  s a i d  f i n a n c i n g  a s  

f i n a l l y  c o n su m m ate d  w h ic h  d o  n o t  m a t e r i a l l y  a f f e c t  t h e  s a i d  u n d e r ­

t a k i n g )  , b e  an d  t h e  sam e i s  h e r e b y  a p p r o v e d .

3 . N o t i c e  o f  t h e  a c t i o n  t a k e n  o f  t h e  S t a t e  B o ard  i n  g i v i n g  

a p p r o v a l  t o  t h e  u n d e r t a k i n g  o f  t h e  C o u n ty  a b o v e  d e s c r i b e d  i n  

p a r a g r a p h  2 , s u p r a ,  s h a l l  b e  p u b l i s h e d  i n  THE HERALD ADVOCATE,

a  n e w s p a p e r  h a v in g  g e n e r a l  c i r c u l a t i o n  i n  t h e  C o u n ty .

4 . T h a t  n o t i c e  t o  b e  p u b l i s h e d  s h a l l  be  i n  fo rm  s u b s t a n t i a l l y  

a s  s e t  f o r t h  a s  EXHIBIT "A” o f  t h i s  R e s o l u t i o n .
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EXHIBIT "A

NOTICE PURSUANT TO TITLE 4 , CHAPTER 2 9 ,
CODE OF LAWS OF SOUTH CAROLINA, 1976

N o t ic e  i s  h e r e b y  g iv e n  t h a t  f o l l o w i n g  t h e  f i l i n g  o f  a 

P e t i t i o n  by  t h e  M a r lb o ro  C o u n ty  C o u n c i l  ( th e  C o u n ty  B o ard ) to  

t h e  S t a t e  B u d g e t an d  C o n t r o l  B oard  o f  S o u th  C a r o l i n a  ( th e  S t a t e  

B o a rd )  , a p p r o v a l  h a s  b e en  g iv e n  by t h e  S t a t e  B oard  t o  t h e  f o l l o w i n g  

u n d e r t a k i n g  ( i n c l u d i n g  c h a n g e s  i n  a n y  d e t a i l s  o f  t h e  s a i d  f i n a n c i n g  

a s  f i n a l l y  co n su m m ated  w h ic h  do  n o t  m a t e r i a l l y  a f f e c t  t h e  s a i d  

u n d e r t a k i n g )  , v i z  :

T he a c q u i s i t i o n  by t h e  C o u n ty  B o ard  o f  a  p a r c e l  o f  la n d  

c o n t a i n i n g  a p p r o x im a te ly  10  a c r e s  i n  M a r lb o ro  C o u n ty ,  S o u th  C a r o l i n a  

( th e  C o u n ty )  o n  w h ic h  th e  C o u n ty  B o ard  w i l l  f i n a n c e  t h e  a c a u i s i t i o n ,  

c o n s t r u c t i o n  a n d  e q u ip p in g  o f  c e r t a i n  f a c i l i t i e s  f o r  t h e  d y e in g ,  

p a c k a g e ,  a n d  d i s t r i b u t i o n  o f  p a n tv  h o s e  ( s a i d  f a c i l i t i e s  b e in g  

h e r e i n a f t e r  r e f e r r e d  t o  a s  t h e  P r o j e c t ) . To f i n a n c e  t h e  c o n s t r u c t i o n  

o f  t h e  P r o j e c t ,  t h e  C o u n ty  B o ard  w i l l  i s s u e  a  $ 2 ,5 0 0 ,0 0 0  M a r lb o ro  

C o u n ty ,  S o u th  C a r o l i n a ,  F i r s t  M o rtg a g e  I n d u s t r i a l  R evenue  N o te ,

S e r i e s  1977 (H an es  H o s i e r y ,  I n c .  -  L e s s e e )  ( t h e  N o te )  p u r s u a n t  

t o  T i t l e  4 ,  C h a p te r  2 9 , Code o f  Laws o f  S o u th  C a r o l i n a ,  1 9 7 6 .

T he C o u n ty  B o ard  w i l l  l e a s e  t h e  P r o j e c t  t o  H anes H o s i e r y ,  I n c . ,  a 

N o r th  C a r o l i n a  c o r p o r a t i o n  ( t h e  L e s s e e ) , u n d e r  a  L e a s e  A g re e ­

m en t a n d  t h e  N o te  o f  t h e  C o u n ty  w i l l  b e  p a y a b le  s o l e l y  fro m  t h e  

r e n t a l s  t o  be  p a id  t o  t h e  C o u n ty  by  t h e  L e s s e e ,  w h ic h  h a s

i r r e v o l c a b l y  c o n v e n a n te d  a n d  a g r e e d  t o  p a y  w hen d u e ,  a l l  sum s 

r e q u i r e d  f o r  t h e  p r i n c i p a l  a n d  i n t e r e s t  t h e r e o n ;  H an es  C o r p o r a t i o n ,  

a N o r th  C a r o l i n a  c o r p o r a t i o n  ( th e  G u a r a n t o r ) , w i l l  u n c o n d i t i o n a l l y  

g u a r a n t e e  t h e  p a y m en t o f  t h e  p r i n c i p a l  o f ,  p re p a y m e n t p e n a l t y ,  

i f  a n y ,  an d  i n t e r e s t  o n  t h e  N o te .



I n  a d d i t i o n  t h e  L e s s e e  h a s  a g r e e d  t o  p a y  a s  a d d i t i o n a l  r e n t a l s  

t o  t h e  C o u n ty , t h e  S c h o o l D i s t r i c t ,  a n d  a l l  o t h e r  p o l i t i c a l  u n i t s  

w h e r e in  t h e  P r o j e c t  i s  l o c a t e d ,  i n  l i e u  o f  t a x e s ,  s u c h  a m o u n ts  

a s  w ou ld  r e s u l t  fro m  t a x e s  l e v i e d  on  t h e  P r o j e c t  by  t h e  C o u n ty ,  

t h e  s a i d  S c h o o l D i s t r i c t ,  and  t h e  s a i d  o t h e r  p o l i t i c a l  u n i t s  w h e r e in  

t h e  P r o j e c t  i s  s i t u a t e ,  i f  t h e  P r o j e c t  w e re  ow ned by  t h e  L e s s e e ,  

b u t  w i th  a p p r o p r i a t e  r e d u c t i o n s  s i m i l a r  t o  t h e  t a x  e x e m n t io n s , i f  

a n y ,  w h ic h  w o u ld  be a f f o r d e d  t o  t h e  L e s s e e  i f  i t  w e re  t h e  o w ner 

o f  t h e  P r o j e c t .

The L e a se  by w h ic h  t h e  C o u n ty  w i l l  l e a s e  t h e  P r o j e c t  t o  t h e  

L e s s e e  w i l l  p r o v id e  t h a t  t h e  L e s s e e  s h a l l  p u r c h a s e  t h e  P r o j e c t  

f o r  One D o l l a r  ($ 1 .0 0 )  u p o n  t h e  p a y m e n t i n  f u l l  o f  t h e  N o te .

When c o m p le te d ,  i t  i s  e s t i m a t e d  t h a t  t h e  P r o j e c t  w i l l  

p r o v i d e  e m p lo y m e n t f o r  a p p r o x im a te ly  225 p e r s o n s .

N o t i c e  i s  f u r t h e r  g iv e n  t h a t  a n y  i n t e r e s t e d  p a r t y  

may a t  a n y  t im e  w i t h i n  tw e n ty  (20) d a v s  a f t e r  t h e  d a t e  o f  p u b l i c a t i o n  

o f  t h i s  N o t i c e ,  b u t  n o t  a f t e r w a r d s ,  c h a l l e n g e  t h e  v a l i d i t y  o f  t h e  

a c t i o n  o f  t h e  S t a t e  B oard  i n  a p p r o v in g  t h e  u n d e r t a k i n g  o f  t h e  

C o u n ty  B o ard  by  a c t i o n  de  novo  i n s t i t u t e d  i n  t h e  C o u r t  o f  Common 

P l e a s  f o r  M a r lb o ro  C o u n ty .

THE STATE BUDGET AND CONTROL BOARD

B y: W il l ia m  T . P u tnam

PUBLICATION DATE:



STATE OF SOUTH CAROLINA

COUNTY OF CHARLESTON

I ,  WILLIAM T . PUTNAM, A u d i to r  o f  t h e  S t a t e  o f  S o u th  C a r o l i n a ,  

a n d  S e c r e t a r y  o f  t h e  S t a t e  B u d g e t an d  C o n t r o l  B o a r d ,  DO HEREBY

CERTIFY:

T h a t  t h e  s a i d  S t a t e  B u d g e t and  C o n t r o l  B oard  i s  co m p o sed  

o f  t h e  f o l l o w i n g :

H is  E x c e l l e n c y ,  Jam es  B. E d w a rd s , G o v e rn o r  o f  S o u th  
C a r o l i n a  a n d  C h a irm a n  o f  t h e  B oard  ;

The H o n o ra b le  G ra d y  L e s l i e  P a t t e r s o n ,  J r . ,  S t a t e  
T r e a s u r e r ;

The H o n o ra b le  E a r l e  E . M o r r i s ,  J r . ,  C o m p t r o l l e r  G e n e r a l  
o f  S o u th  C a r o l i n a ;

T he H o n o ra b le  R em b ert C. D e n n is ,  C h a irm an  o f  t h e  
S e n a te  F in a n c e  C o m m itte e ;  and

The H o n o ra b le  Tom G. Mangum, C h a irm a n  o f  t h e  H ouse 
Ways and  M eans C o m m itte e .

T h a t  d u e  n o t i c e  o f  m e e t in g  o f  s a i d  B o a rd , c a l l e d  t o  b e  h e ld  

a t  t h e  o f f i c e  o f  t h e  __________________________ , in  t h e

B u i l d i n g ,  a t  C o lu m b ia , S o u th  C a r o l i n a ,  a t  _______  .M .,  on  ______________

1 9 7 7 , was g i v e n  t o  a l l  m em bers i n  w r i t i n g ,  and  a t  l e a s t  f o u r  (4) 

d a y s  p r i o r  t o  s a i d  m e e t in g ;  t h a t  a l l  o f  t h e  m em bers o f  s a i d  B oard  

w e re  p r e s e n t  a t  s a i d  m e e t in g  w i t h  t h e  e x c e p t i o n  o f : _______________________

___________ _____________________________  •

T h a t  a t  s a i d  m e e t in g  a  R e s o l u t i o n ,  o f  w h ic h  t h e  a t t a c h e d  i s

a t r u e ,  c o r r e c t  a n d  v e r b a t i m  c o p y ,  w as i n t r o d u c e d  by ____________________,

who moved i t s  a d o p t i o n ;  s a i d  m o t io n  w as s e c o n d e d  by  ,



an d  u p o n  v o te  b e in g  t a k e n  an d  r e c o r d e d  i t  a p p e a r e d  t h a t  t h e  

f o l l o w i n g  v o t e s  w e re  c a s t :

FOR MOTION AGAINST MOTION

T h a t  t h e  C h a irm a n  th e r e u p o n  d e l i v e r e d  t h e  R e s o l u t i o n  

u n a n im o u s ly  a d o p t e d ,  and  t h e  o r i g i n a l  t h e r e o f  h a s  b e e n  d u ly  

e n t e r e d  i n  t h e  p e rm a n e n t  r e c o r d s  o f  m in u te s  o f  s a i d  B o a r d ,  i n  

my c u s to d y  a s  i t s  S e c r e t a r y .

S e c r e t a r y

1977



STATE OF SOUTH CAROLINA

COUNTY OF MARLBORO

TO THE STATE BUDGET AND CONTROL )
) P E T I T I O N

BOARD OF SOUTH CAROLINA )
____________________________________________)

T he  P e t i t i o n  o f  t h e  M a r lb o ro  C o u n ty  C o u n c i l  ( th e  

C o u n ty  C o u n c i l )  r e s p e c t f u l l y  sh o w s:

1 .  T he C o u n ty  C o u n c i l  i s  t h e  g o v e r n in g  b o d y  o f  M a r lb o ro  

C o u n ty  a s  e s t a b l i s h e d  by  la w ,  a n d ,  a s  s u c h ,  i s  t h e  C o u n ty  

B o ard  r e f e r r e d  to  i n  T i t l e  4 , C h a p te r  2 9 , Code o f  Laws o f  

S o u th  C a r o l i n a ,  1976 ( th e  A c t ) .

2 .  T he A c t a u t h o r i z e s  an d  em pow ers t h e  C o u n ty  C o u n c i l ,  

i f  i t  s h a l l  co m p ly  w i th  t h e  p r o v i s i o n s  s e t  f o r t h  i n  t h e  A c t ,  

t o  a c q u i r e  l a n d ,  b u i l d i n g s ,  e a u ip m e n t ,  m a c h in e r y  an d  o t h e r  

im p ro v e m e n ts  deem ed  n e c e s s a r y ,  s u i t a b l e  an d  u s e f u l  by an v  

i n d u s t r i a l  e n t e r p r i s e ;  t o  l e a s e  t h e  sam e ; an d  t o  f i n a n c e  t h e  

a c q u i s i t i o n ,  c o n s t r u c t i o n  an d  e a u ip p in g  o f  t h e  sam e th r o u g h  

t h e  i s s u a n c e  o f  b o n d s  o r  n o t e s  p a y a b le  fro m  an d  s e c u r e d  b y  a 

p l e d g e  o f  t h e  r e v e n u e s  t o  b e  d e r i v e d  fro m  t h e  l e a s i n g  o f  

s u c h  l a n d ,  b u i l d i n g s ,  e a u iD m e n t a n d  m a c h in e ry  a n d  o t h e r  

im p r o v e m e n ts .

3 .  T he C o u n ty  C o u n c i l  a g r e e d  w i th  H anes H o s i e r y ,  I n c . ,  

a  N o r th  C a r o l i n a  c o r p o r a t i o n  ( th e  L e s s e e )  t h a t  t h e  C o u n ty  

C o u n c i l  w i l l  u n d e r t a k e  t o  f i n a n c e  th e  a c a u i s i t i o n ,  c o n s t r u c ­

t i o n  a n d  e q u ip p in g  o f  f a c i l i t i e s  f o r  t h e  d v e i n g ,  p a c k a g in g



and  d i s t r i b u t i o n  o f  p a n ty  h o s e  l o c a t e d  i n  M a r lb o ro  C o u n tv , 

th r o u g h  th e  i s s u a n c e  o f  an  I n d u s t r i a l  R evenue  N o te  p u r s u a n t  

to  t h e  A c t .  In  t h i s  c o n n e c t i o n ,  t h e  C o u n ty  C o u n c i l  h a s  

a g r e e d  t o  a c c e p t  a c o n v e y a n c e  o f  t h e  n a r c e l  o f  la n d  on w h ic h  

th e  i n d u s t r i a l  f a c i l i t i e s  a r e  l o c a t e d ,  an d  t h e  C o u n ty  

C o u n c i l  h a s  a g r e e d  t o  i s s u e  a Two M i l l i o n  F iv e  H undred  

T h o u san d  D o l la r  ( $ 2 ,5 0 0 ,0 0 0 )  M a r lb o ro  C o u n ty ,  S o u th  C a r o l i n a ,  

F i r s t  M o rtg a g e  I n d u s t r i a l  R ev en u e  N o te ,  S e r i e s  1977 (H anes 

H o s i e r y ,  I n c .  -  L e s s e e ) , p u r s u a n t  t o  t h e  A c t i n  o r d e r  t o  

f i n a n c e  th e  a c o u i s i t i o n ,  c o n s t r u c t i o n  an d  e c ru ip p in g  o f  t h e  

a f o r e s a i d  f a c i l i t i e s  ( s a i d  f a c i l i t i e s  b e in g  h e r e i n a f t e r  

r e f e r r e d  to  a s  t h e  P r o j e c t ) .

4 . T he C o u n ty  C o u n c i l  i s  a d v i s e d  by  t h e  L e s s e e  t h a t  

t h e  c o s t  o f  t h e  P r o j e c t  w i l l  b e  a p p r o x i m a t e l y  Two M i l l i o n  

F iv e  H u n d red  T h o u sa n d  D o l l a r s  ( $ 2 ,5 0 0 ,0 0 0 )  and  t h a t ,  t h e r e ­

f o r e ,  in  o r d e r  t o  f i n a n a c e  t h e  a c q u i s i t i o n ,  c o n s t r u c t i o n  an d  

e q u ip p in g  o f  t h e  P r o j e c t ,  i n c l u d i n g  t h e  c o s t s  a n d  c h a r g e s  

i n c i d e n t  to  t h e  i s s u a n c e  an d  s a l e  o f  t h e  n o t e  h e r e i n a f t e r  

d e s c r i b e d ,  i t  w i l l  be  n e c e s s a r y  t h a t  t h e  C o u n tv  C o u n c i l  

i s s u e  a  Two M i l l i o n  F iv e  H u n d red  T h o u sa n d  D o l l a r s  ($ 2 ,5 0 0 ,0 0 0 )  

M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,  F i r s t  M o rtg a g e  I n d u s t r i a l  

R evenue N o te , S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  L e s s e e )  ( t h e  

N o te ) .

5 . When c o m p le te d  t h e  P r o j e c t  w i l l  em p lo y  a p p r o x im a te ly

225 p e r s o n s .



6 . F o r  t h e  r e a s o n s  a b o v e  s e t  f o r t h  and  h e r e i n a f t e r

d i s c l o s e d  th e  C o u n ty  C o u n c i l  h a s  fo u n d :

(a ) The P r o j e c t  w i l l  s u b s e r v e  t h e  p u r p o s e s  o f  t h e  A c t.

(b) By r e a s o n  o f  u n d e r t a k i n g  th e  P r o j e c t  no  p e c u n ia r y  

l i a b i l i t y  w i l l  r e s u l t  t o  t h e  C o u n ty  n o r  w i l l  t h e r e  be  a 

c h a r g e  a g a i n s t  i t s  g e n e r a l  c r e d i t  o r  t a x i n g  p o w e r .

(c ) The p r o p o s e d  L e a se  b e tw e e n  th e  C o u n ty  an d  th e  

L e s s e e  w i l l  u n c o n d i t i o n a l l y  o b l i g a t e  th e  L e s s e e  t o  p a y  r e n t  

i n  a n  am o u n t a d e q u a te  t o  p r o v i d e  f o r  th e  p r i n c i p a l  an d  

i n t e r e s t  p a y m e n ts  on t h e  N o te .

(d) The N o te  w i l l  be  d a t e d  an d  w i l l  m a tu r e  an d  b e a r  

i n t e r e s t  i n  a m o u n ts  an d  a t  r a t e s  s e t  f o r t h  i n  A r t i c l e  I I

o f  t h e  d r a f t  o f  t h e  N o te  O rd in a n c e  e n c lo s e d  h e r e w i t h .

(e ) The te rm s  o f  t h e  L e a s e  w i l l  r e q u i r e  t h e  L e s s e e  t o  

c a r r y  p r o p e r  i n s u r a n c e  and  t o  p a y  a l l  c o s t s  o f  m a i n t a i n i n g  

t h e  P r o j e c t  i n  g o o d  r e p a i r .

7 . P u r s u a n t  t o  t h e  A c t ,  t h e  C o u n ty  C o u n c i l  s e t s  f o r t h  

t h e  f o l l o w i n g  i n f o r m a t i o n :

(a )  The P r o j e c t  t o  b e  f i n a n c e d  c o n s i s t s  o f  th e  a c q u i ­

s i t i o n  o f  a p a r c e l  o f  la n d  l o c a t e d  i n  M a r lb o ro  C o u n ty , S o u th  

C a r o l i n a  an d  th e  c o n s t r u c t i o n  and  e q u ip p in g  th e r e o n  o f  f a c i l  

i t i e s  f o r  th e  d y e in g ,  p a c k a g in g  an d  d i s t r i b u t i o n  o f  p a n ty

h o s e .

(b ) The P r o j e c t  w i l l  p r o v i d e  p e rm a n e n t  em p lo y m e n t f o r  

a p p r o x i m a t e l y  225 p e r s o n s .  I t  i s ,  t h e r e f o r e ,  b e l i e v e d  t h a t  

t h e  P r o j e c t  w i l l  h a v e  a  b e n e f i c i a l  e f f e c t  u p o n  t h e  econom y 

o f  t h e  C o u n ty  an d  a r e a s  a d j a c e n t  t h e r e t o .



(c ) T he c o s t  o f  th e  e n t i r e  P r o j e c t  w i l l  am o u n t t o  

a p p r o x im a te ly  $ 2 ,5 0 0 ,0 0 0 ,  i n c l u d i n g  t h e  c o s t  o f  a c q u i r i n g  

t h e  s a i d  l a n d ,  t h e  c o n s t r u c t i o n  o f  t h e  n e c e s s a r y  b u i l d i n g  

t h e r e o n ,  a n d  a l l  o t h e r  e x p e n s e s  t o  be i n c u r r e d  in  c o n n e c t i o n

t h e r e w i t h .

8 . T he p ro p o s e d  L e a s e ,  a d r a f t  c o p y  o f  w h ic h  i s  

p r e s e n t e d  h e r e w i t h ,  w i l l  p r o v i d e ,  among o t h e r  t h i n g s ,  t h e  

f o l l o w i n g :

(a ) To f i n a n c e  th e  c o s t  o f  t h e  a c q u i s i t i o n ,  c o n s t r u c ­

t i o n  a n d  e q u ip p in g  o f  t h e  P r o j e c t ,  t h e  C o u n tv  w i l l  i s s u e  a 

$ 2 ,5 0 0 ,0 0 0  M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,  F i r s t  M o rtg a g e  

I n d u s t r i a l  R evenue  N o te , S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  

L e s s e e ) . T he N o te  w i l l  b e  s e c u r e d  by  a p le d g e  o f  th e  r e n t s  

t o  be p a id  by  t h e  L e s s e e  and  w i l l  be  f u r t h e r  s e c u r e d  by a 

M o r tg a g e ,  a s  a u t h o r i z e d  by  t h e  A c t .

(b) T he p r o c e e d s  d e r i v e d  fro m  t h e  s a l e  o f  t h e  N o te ,  

w i l l  be  p a id  o v e r  t o  a  d e p o s i t o r y  b an k  u n d e r  t h e  N o te  

O rd in a n c e  a n d  u s e d  to  pay  t h e  c o s t s  i n c i d e n t  t o  t h e  a c q u i ­

s i t i o n ,  c o n s t r u c t i o n  and  e q u ip p in g  o f  t h e  P r o j e c t ,  an d  t h e

i s s u a n c e  o f  t h e  N o te .

(c ) T he L e a se  w i l l  c o n t a i n  a  s p e c i f i c  p r o v i s i o n  by  

w h ic h  t h e  L e s s e e  w i l l  u n c o n d i t i o n a l l y  a g r e e  t o  m ake p a y m e n ts  

to  M a r lb o ro  C o u n ty , t o  a n y  S c h o o l D i s t r i c t  in  M a r lb o ro  

C o u n ty ,  a n d  t o  a l l  o t h e r  p o l i t i c a l  u n i t s  i n  w h ic h  th e  P r o j e c t  

i s  s i t u a t e d ,  in  l i e u  o f  t a x e s ,  i n  s u c h  a m o u n ts  a s  w ou ld  

r e s u l t  fro m  t a x e s  l e v i e d  on t h e  P r o j e c t  by M a r lb o ro  C o u n ty ,



by an y  s u c h  S c h o o l D i s t r i c t ,  an d  bv s a i d  p o l i t i c a l  u n i t s  i f  

t h e  P r o j e c t  w e re  ow ned by  t h e  L e s s e e ,  b u t  w i th  a p p r o p r i a t e  

r e d u c t i o n s  s i m i l a r  t o  t h e  t a x  r e d u c t i o n s ,  i f  a n y ,  w h ich  

w ou ld  be a f f o r d e d  t h e  L e s s e e  w e re  i t  t h e  o w n er o f  t h e  P r o j e c t .

(d) T he L e a s e  c o n t a i n s  no p r o v i s i o n  im p o s in g  a n y  

p e c u n i a r y  l i a b i l i t y  upon  t h e  C o u n ty  o r  w h ic h  w ou ld  c r e a t e  a 

c h a r g e  u p o n  i t s  g e n e r a l  c r e d i t  o r  t a x i n g  p o w e r .

(e ) T he L e a s e  im p o s e s  upon  t h e  L e s s e e  t h e  o b l i g a t i o n  

t o  p a y ,  i n  a d d i t i o n  t o  t h e  m oneys r e o u i r e d  f o r  t h e  p ay m en t 

o f  t h e  p r i n c i p a l  an d  i n t e r e s t  o f  t h e  N o te ,  a l l  o t h e r  c o s t s  

a n d  e x p e n s e s  r e s u l t i n g  fro m  t h e  e x e c u t i o n  a n d  d e l i v e r y  o f  

t h e  L e a s e  an d  t h e  i s s u a n c e  o f  t h e  N o te  p u r s u a n t  t h e r e t o .

9 .  T he p a y m e n t o f  t h e  N o te  w i l l  b e  u n c o n d i t i o n a l l y  

g u a r a n t e e d  by  H anes C o r p o r a t i o n ,  a  N o r th  C a r o l i n a  c o r p o r a t i o n ,  

p u r s u a n t  t o  a G u a r a n ty  A g re e ra e n t b e tw e e n  H anes C o r p o r a t io n  

a n d  t h e  M o r tg a g e e  u n d e r  t h e  M o rtg a g e  a n d  S e c u r i t y  A g re em en t 

d e s c r i b e d  b e lo w .

1 0 . T he p r o p o s e d  M o rtg a g e  an d  S e c u r i t y  A g re e m e n t i s  in  

c o n v e n t i o n a l  fo rm  an d  c o n s t i t u t e s  a  f o r e c l o s e a b l e  m o r tg a g e  upon  

t h e  P r o j e c t .  I n c lu d e d  i n  t h e  g r a n t i n g  c l a u s e  o f  t h e  M o rtg a g e  an d  

S e c u r i t y  A g re e m e n t w i l l  b e :

(a )  A l l  r e a l  an d  p e r s o n a l  p r o p e r t y  an d  i n t e r e s t s  

t h e r e i n ,  a c q u i r e d  o r  t o  b e  a c q u i r e d ,  f o r  t h e  P r o j e c t .

(b ) T he r i g h t ,  t i t l e  an d  i n t e r e s t  o f  t h e  C o u n ty  

i n  t h e  L e a s e .

(c )  A l l  r e n t a l s  an d  r e v e n u e s  d e r i v e d  by t h e

C o u n ty  u n d e r  t h e  L e a s e ,  e x c e p t  t h o s e  p a y m e n ts  to  be  made 

i n  l i e u  o f  t a x e s  o r  by way o f  i n d e m n i f i c a t i o n .



T he N o te  O rd in a n c e  m akes p r o v i s i o n  f o r  t h e  i s s u a n c e  o f  t h e  

Two M i l l i o n  F iv e  H u n d red  T h o u sa n d  D o l l a r s  ( $ 2 ,5 0 0 ,0 0 0 )  N o te  

r e f e r r e d  t o  a b o v e . I t  p r o v i d e s  f o r  t h e  p a v m e n t an d  p r e p a v -  

m e n t o f  t h e  N o te .

1 1 . The p ro p o s e d  L e a s e ,  M o r tg a g e  an d  S e c u r i t y  A g re e m e n t,

N o te  O rd in a n c e  and  G u a r a n ty  A g re e m e n t ( d r a f t  c o p i e s  o f  w h ic h  a r e  

e n c lo s e d  h e r e w i th )  w i l l  b e  i n  t h e  fo rm  h e r e t o f o r e  u s e d  in  t h e  i s s u a n c e  

o f  I n d u s t r i a l  R evenue N o te s  p u r s u a n t  t o  t h e  A c t .  W h ile

c h a n g e s  w i l l  be  m ade i n  t h e  e n c l o s e d  f o r m s ,  i t  i s  n o t  e x p e c te d  

t h a t  t h e r e  w i l l  b e  an y  c h a n g e s  w h ic h  w i l l  s u b s t a n t i a l l y  

a f f e c t  t h e  u n d e r t a k in g  a s  now o u t l i n e d  t h e r e i n .

Upon t h e  b a s i s  o f  t h e  f o r e g o i n g , t h e  C o u n ty  C o u n c i l  

r e s p e c t f u l l y  p r a y s :

T h a t  t h e  S t a t e  B u d g e t and  C o n t r o l  B o ard  a c c e p t  t h e  f i l i n g  

o f  t h e  P e t i t i o n  p r e s e n t e d  h e r e w i t h  a n d  t h a t  i t  d o ,  t h e r e a f t e r  

a n d  a s  so o n  a s  p r a c t i c a b l e ,  m ake i t s  in d e p e n d e n t  i n v e s t i ­

g a t i o n  o f  t h e  P r o j e c t  an d  t h e  t e r m s  an d  p r o v i s i o n s  o f  t h e  

L e a s e ,  t h e  M o rtg a g e  and  S e c u r i t y  A g re e m e n t,  t h e  N o te  O rd in a n c e  

a n d  th e  G u a ra n ty  A g re em en t a s  i t  deem s a d v i s a b l e ,  t h a t  t h e  n r o p o s e d  

P r o j e c t  w i l l  p ro m o te  t h e  p u r p o s e s  o f  t h e  A c t an d  t h a t  i t  i s  

r e a s o n a b l y  a n t i c i p a t e d  t o  e f f e c t  s u c h  r e s u l t ,  an d  on  t h e  b a s i s  o f  

s u c h  f i n d i n g ,  t h a t  i t  d o e s  a p p ro v e  t h e  P r o j e c t ,  i n c l u d i n g  

c h a n g e s  i n  a n y  d e t a i l s  o f  t h e  s a i d  f i n a n c i n g  a s  f i n a l l y  

co n su m m ated  w h ich  do  n o t  m a t e r i a l l y  a f f e c t  t h e  s a i d  u n d e r t a k i n g ,  

a n d  g i v e  p u b l i s h e d  n o t i c e  o f  i t s  a p p r o v a l  i n  t h e  m an n er s e t  

f o r t h  i n  t h e  a c t .
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O c to b e r  7 , 1977

Ms. K a th e r in e  L o v e la c e
C l e r k ,  M a r lb o r o  C o u n ty  C o u n c i l
B e n n e t t s v i l l e ,  S o u th  C a r o l i n a  29512

Re: $ 2 ,5 0 0 ,0 0 0  M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,
I n d u s t r i a l  R evenue  B o n d s , 1977 S e r i e s  (H anes 

C o r p o r a t i o n  -  L e s s e e )

D ear Ms. L o v e la c e :

I am e n c l o s i n g  th e  f o l l o w i n g  i n  c o n n e c t i o n  w i th  th e  
a b o v e  b o n d s :

(1) E i g h t  c o p i e s  o f  a R e s o l u t i o n  a u t h o r i z i n g  a 
P e t i t i o n  to  t h e  S t a t e  B u d g e t a n d  C o n t r o l  B o ard  f o r  i t s  
a p p r o v a l  o f  t h e s e  b o n d s  an d  p r o v i d i n g  f o r  t h e  h o ld in g  
o f  a p u b l i c  h e a r in g  c o n c e r n in g  t h e  l e a s i n g  o f c o u n ty -  
ow ned r e a l  p r o p e r t y .

(2) An o r i g i n a l ,  b lu e - b a c k e d  P e t i t i o n  t o  be  s u b ­
m i t t e d  t o  t h e  B u d g e t a n d  C o n t r o l  B o a rd .

(3) E i g h t  c o p i e s  o f  an  O r d in a n c e  a u t h o r i z i n g  th e  
i s s u a n c e  o f  th e  a b o v e  b o n d s  an d  t h e  e x e c u t i o n  o f  th e  
n e c e s s a r y  d o c u m e n ts .

(4) D r a f t s  o f  t h e  L e a s e  A g re e m e n t (w ith  G u a ra n ty  
A g re em en t a n d  A s s ig n m e n t a t t a c h e d )  an d  t h e  M o rtg a g e  and  
S e c u r i t y  A g re e m e n t.

I w o u ld  a p p r e c i a t e  y o u r  s u b m is s io n  o f  th e  R e s o l u t i o n  
a n d  O r d in a n c e  a t  th e  m e e t in g  o f  C o u n ty  C o u n c i l  t o  be  h e ld  
on T h u r s d a y ,  O c to b e r  1 3 . The R e s o l u t i o n  r e q u i r e s  o n ly  on e  
r e a d i n g ;  t h e  O rd in a n c e  s h o u ld  b e  g iv e n  f i r s t  r e a d i n g  a t  
t h e  m e e t in g  on th e  1 3 th  a n d  tw o  a d d i t i o n a l  r e a d i n g s  a t  
t h e  n e x t  tw o  m e e t in g s  o f  C o u n ty  C o u n c i l .

Upon a d o p t i o n  o f  t h e  R e s o l u t i o n ,  p l e a s e  c e r t i f y  th e  
e i g h t  c o p i e s  b y  c o m p le t io n  o f  t h e  C e r t i f i c a t e  a p p e a r in g  
on t h e  l a s t  p a g e  o f  e a c h  R e s o l u t i o n ,  a n d  h av e  th e  o r i g i n a l  
b lu e - b a c k e d  P e t i t i o n  e x e c u te d  on b e h a l f  o f  th e  C o u n ty  a s



S IN K L E R  G IB B S  & S I M O N S

Ms. K a t h e r i n e  L o v e la c e  
P age  Two 
O c to b e r  7 , 1977

i n d i c a t e d  on t h e  f i n a l  p a g e .  I  w o u ld  a p p r e c i a t e  y o u r  
r e t u r n i n g  s e v e n  c o p i e s  o f  t h e  R e s o l u t i o n  t o  u s  f o r  i n c l u ­
s io n  in  t h e  c l o s i n g  d o c u m e n ts  in  t h i s  i s s u e  and  f o r w a r d in g  
on e  c o p y  o f  t h e  R e s o l u t i o n  an d  th e  s ig n e d  P e t i t i o n  t o :

K a ren  L e C r a f t  H e n d e rs o n  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
H am pton O f f i c e  B u i ld in g  -  Box 11549 
C o lu m b ia , S o u th  C a r o l i n a  29211

S h o u ld  you  o r  a n y  member o f  C o u n ty  C o u n c i l  h a v e  an y  
q u e s t i o n s  c o n c e r n in g  t h i s  i s s u e ,  p l e a s e  do  n o t  h e s i t a t e  
t o  c a l l  me. T hank  y o u  f o r  y o u r  h e l p  i n  t h i s  m a t t e r .

Y o u rs  v e r y / t r u l y ,

TA H :jpw  
E n c l o s u r e s
c c :  H a r ry  R. E a s t e r l i n g ,  E s q .

K a ren  L. H e n d e rs o n  
W il l ia m  A. M c In n is  
C h a r l e s  Y. L a c k e y , E s q .
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A RESOLUTION
APPROVING THE FINANCING OF THE ACQUISITION, CONSTRUCTION AND 
EQUIPPING OF CERTAIN INDUSTRIAL FA CILITIES IN MARLBORO COUNTY 
(TO BE LEASED TO HANES HOSIERY, IN C .) THROUGH THE ISSUANCE 

OF A TWO MILLION FIVE HUNDRED THOUSAND DOLLAR ( $ 2 ,5 0 0 ,0 0 0 )  
MARLBORO COUNTY, SOUTH CAROLINA FIRST MORTGAGE INDUSTRIAL 
REVENUE NOTE, SERIES 1977 (HANES HOSIERY, INC. -  LESSEE); 
AUTHORIZING A PETITION TO THE STATE BUDGET AND CONTROL BOARD 
OF SOUTH CAROLINA FOR ITS APPROVAL OF SUCH UNDERTAKING 
PURSUANT TO TITLE 4 ,  CHAPTER 2 9 , CODE OF LAWS OF SOUTH 
CAROLINA, 197 6 , PROVIDING FOR THE HOLDING OF A PUBLIC HEARING 
PURSUANT TO SECTION 4 - 9 - 1 3 0 ,  CODE OF LAWS OF SOUTH CAROLINA, 
1 9 7 6 , PUBLICATION OF NOTICE OF SUCH HEARING, AND OTHER 
MATTERS RELATING THERETO.

BE IT  RESOLVED BY THE MARLBORO COUNTY COUNCIL IN

MEETING DULY ASSEMBLED:

ARTICLE I

FINDINGS OF FACT

SECTION 1 .0 1

As an  i n c i d e n t  t o  t h e  a d o p t i o n  o f  t h i s  R e s o l u t i o n ,  t h e  

M a r lb o ro  C o u n ty  C o u n c i l  (w h ic h  i s  t h e  g o v e r n in g  b o d y  o f  t h e  

C o u n ty ) ( th e  C o u n ty  C o u n c i l ) ,  h a s  m ade t h e  f o l l o w i n g  f i n d i n g s

1 . H an es  H o s i e r y ,  I n c . ,  a  N o r th  C a r o l i n a  C o r p o r a t i o n  

( th e  L e s s e e ) , h a s  p r o p o s e d  t h a t  t h e  C o u n ty  C o u n c i l  a s s i s t  in  

f i n a n c i n g  th e  a c q u i s i t i o n ,  c o n s t r u c t i o n  and  e q u ip p in g  o f  

c e r t a i n  f a c i l i t i e s  f o r  t h e  d y e i n g ,  p a c k a g in g  a n d  d i s t r i b u t i o n  

o f  p a n ty  h o s e ,  l o c a t e d  i n  M a r lb o ro  C o u n ty , t o  be l e a s e d  t o  

t h e  L e s s e e ,  a t  a n  e s t i m a t e d  c o s t  o f  $ 2 ,5 0 0 ,0 0 0  th r o u g h  t h e  

i s s u a n c e  o f  a n  I n d u s t r i a l  R ev en u e  N o te  p u r s u a n t  t o  t h e  

a u t h o r i z a t i o n  o f T i t l e  4 , C h a p te r  2 9 ,  Code o f  Laws o f  S o u th  

C a r o l i n a ,  1976  ( th e  A c t ) .  T he L e s s e e  h a s  a d v i s e d  t h e  C o u n ty  

C o u n c i l  t h a t  i t s  p ro p o s e d  i n d u s t r i a l  p r o j e c t  w o u ld  b e  a i d e d
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by  t h e  a s s i s t a n c e  w h ich  t h e  C o u n ty  m ig h t  r e n d e r  th r o u g h  th e  

s a l e  o f  a  $ 2 ,5 0 0 ,0 0 0  I n d u s t r i a l  R ev en u e  N o te  p u r s u a n t  t o  t h e  

A c t .  T he C o u n ty  C o u n c i l  h a s  a g r e e d  so  t o  f i n a n c e  th e  a c q u i ­

s i t i o n ,  c o n s t r u c t i o n  and  e q u ip p in g  o f  t h e  s a i d  f a c i l i t i e s  

( t h e  t r a c t  o f  la n d  and  t h e  b u i l d i n g  a n d  e q u ip m e n t t h e r e o n  

c o n s t i t u t i n g  th e  s a i d  f a c i l i t i e s  a r e  h e r e i n a f t e r  r e f e r r e d  to  

a s  t h e  P r o j e c t ) , an d  a d o p t s  t h i s  R e s o l u t i o n  t o  e v id e n c e  i t s  

a p p r o v a l  o f  t h e  i s s u a n c e  o f  a $ 2 ,5 0 0 ,0 0 0  F i r s t  M o rtg ag e  

I n d u s t r i a l  R evenue N o te , S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  

L e s s e e )  ( th e  N o te ) a s  a f o r e s a i d ,  t o  a u t h o r i z e  a p e t i t i o n  t o  

t h e  S t a t e  B u d g e t a n d  C o n t r o l  B o ard  ( th e  S t a t e  B o a r d ) , s e t t i n g  

f o r t h  t h e  f a c t s  r e q u i r e d  by  t h e  A c t ,  t o  a u t h o r i z e  t h e  h o ld in g  

o f  a  p u b l i c  h e a r i n g  on t h e  q u e s t i o n  o f  t h e  l e a s i n g  o f  r e a l  

p r o p e r t y  t o  be  owned by t h e  C o u n ty  an d  l e a s e d  t o  t h e  L e s s e e  

i n  c o n n e c t i o n  w i th  th e  n o te  f i n a n c i n g ,  an d  t o  p r o v id e  f o r  

p u b l i c a t i o n  o f  n o t i c e  o f  s u c h  h e a r i n g .

2 . The C o u n ty  C o u n c i l  h a s  d e te r m in e d  t h a t  t h e  P r o j e c t  

w i l l  s u b s e r v e  th e  p u r p o s e s  o f  t h e  A ct an d  n e i t h e r  t h e  P r o j e c t  

n o r  t h e  N o te  w i l l  g iv e  r i s e  t o  a n y  p e c u n i a r y  l i a b i l i t y  o f  

M a r lb o ro  C o u n ty  o r  a c h a r g e  a g a i n s t  i t s  g e n e r a l  c r e d i t  o r  

t a x i n g  p o w e r .

3 .  T he am oun t n e c e s s a r y  t o  f i n a n c e  t h e  P r o j e c t  i s  

Two M i l l i o n  F iv e  H undred  T h o u sa n d  D o l l a r s  ( $ 2 ,5 0 0 ,0 0 0 ) .

4 .  T he L e s s e e  h a s  s u b m i t t e d  t o  t h e  C o u n ty  C o u n c i l  a 

d r a f t  o f  t h e  p r o p o s e d  L e a s e ,  u n d e r  w h ic h  t h e  L e s s e e  w i l l
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a g r e e  t o  p ay  a s  r e n t  t h e  am o u n t n e c e s s a r y  t o  p r o v id e  th e  

a n n u a l  p a y m e n ts  o f  p r i n c i p a l  an d  i n t e r e s t  on  th e  s a i d  N o te .

5. The p r o p o s e d  L e a s e  o b l i g a t e s  t h e  L e s s e e  u n c o n d i t i o n ­

a l l y  to  p ay  t h e  am o u n t n e c e s s a r y  t o  p r o v id e  t h e  a n n u a l

p ay m en ts  o f  p r i n c i p a l  a n d  i n t e r e s t ,  and  p re p a y m e n t p e n a l t y ,  i f  a n v , 

to  becom e d u e  on  t h e  N o te  an d  t o  p ay  o t h e r  c o s t s  i n  c o n n e c t io n  

t h e r e w i t h  a n d  c o n t a i n s  an  a p p r o p r i a t e  p r o v i s i o n  r e q u i r i n g  

t h e  L e s s e e  t o  p a y ,  i n  l i e u  o f  t a x e s ,  su ch  a m o u n ts  a s  w ou ld  

o th e r w i s e  be p a id  i f  t h e  L e s s e e  owned th e  P r o j e c t .

6 . P u r s u a n t  t o  a  G u a r a n ty  A g re e m e n t, H anes C o r p o r a t io n  

w i l l  u n c o n d i t i o n a l l y  g u a r a n t e e  t h e  p ay m en t o f  p r i n c i p a l  o f ,  

p re p a y m e n t p e n a l t y ,  i f  a n y ,  a n d  i n t e r e s t  on  t h e  N o te .

7 . I n  v ie w  o f  t h e  w e l l  e s t a b l i s h e d  c r e d i t  o f  th e  

H anes C o r p o r a t i o n  a n d  t h e  s u c c e s s f u l  a r r a n g e m e n ts  t o  e f f e c t  

a s a l e  o f  t h e  N o te  w i t h o u t  t h e  e s t a b l i s h m e n t  o f  r e s e r v e  

fu n d s  f o r  t h e  p a y m e n t o f  t h e  p r i n c i p a l  an d  i n t e r e s t ,  no su ch  

r e s e r v e  fu n d s  w i l l  b e  e s t a b l i s h e d .

8 . The N o te  w i l l  b e  i s s u e d  a s  a t a x  e x em p t N ote

by v i r t u e  o f  an  e l e c t i o n  t o  be m ade p u r s u a n t  to  t h e  p r o v i s i o n s  

o f  S e c t io n  103 ( b ) ( 6 ) (A) an d  (D) o f  th e  I n t e r n a l  R evenue 

Code o f  1 9 5 4 , a s  a m e n d e d .

9 . H an es  C o r p o r a t i o n  h a s  a r r a n g e d  f o r  t h e  s a l e  o f  th e  

N o te  to  W ach o v ia  B ank & T r u s t  C om pany, N .A .
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ARTICLE I I

SUBMISSION OF PETITION

SECTION 2 .0 1

The P e t i t i o n  i n  fo rm  s u b s t a n t i a l l y  a s  a t t a c h e d  h e r e t o  

a s  E x h i b i t  A s h a l l  be p r e s e n t e d  t o  t h e  S t a t e  B o ard  t o  s e e k  

th e  a p p r o v a l  r e q u i r e d  by th e  A c t;  s a i d  P e t i t i o n  s h a l l  be 

d u ly  e x e c u te d  by  th e  C h a irm a n  a n d  C le r k  o f  th e  C o u n ty  C o u n c i l .

ARTICLE I I I

PUBLIC HEARING AND NOTICE

SECTION 3 .0 1

P u r s u a n t  t o  S e c t i o n  4 - 9 - 1 3 0 ,  Code o f  Laws o f  S o u th  

C a r o l i n a ,  1 9 7 6 , a  p u b l i c  h e a r i n g  s h a l l  be h e ld  on th e  

q u e s t i o n  o f  l e a s i n g  t h e  r e a l  p r o p e r t y  t o  b e  f i n a n c e d  w i th  

t h e  N o te  t o  t h e  L e s s e e .  S u ch  p u b l i c  h e a r in g  s h a l l  b e  h e ld  

b e f o r e  f i n a l  a c t i o n  by  C o u n ty  C o u n c i l  a u t h o r i z i n g  an y  su c h

l e a s e .

SECTION 3 .0 2

N ot l e s s  th a n  f i f t e e n  d a y s  p r i o r  t o  t h e  h e a r i n g  p r o ­

v id e d  f o r  in  S e c t i o n  3 .0 1  h e r e o f ,  t h e  C h a irm an  o f  C o u n ty  

C o u n c i l  s h a l l  c a u s e  n o t i c e  o f  s u c h  h e a r i n g  to  be p u b l i s h e d  

i n  THE HERALD-ADVOCATE, a  n e w s p a p e r  o f  g e n e r a l  c i r c u l a t i o n  

i n  M a r lb o ro  C o u n ty . S u c h  n o t i c e  s h a l l  be s u b s t a n t i a l l y  in  

t h e  fo rm  a t t a c h e d  h e r e t o  a s  E x h i b i t  B.
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EXHIBIT A

STATE OF SOUTH CAROLINA

COUNTY OF MARLBORO

TO THE STATE BUDGET AND CONTROL )
) P E T I T I O N

BOARD OF SOUTH CAROLINA ) '
____________________________________________)

The P e t i t i o n  o f  t h e  M a r lb o ro  C o u n ty  C o u n c i l  ( t h e  

C o u n ty  C o u n c i l )  r e s p e c t f u l l y  s h o w s :

1 . The C o u n ty  C o u n c i l  i s  t h e  g o v e r n in g  body  o f  M a r lb o ro  

C o u n ty  a s  e s t a b l i s h e d  by  la w ,  a n d ,  a s  s u c h ,  i s  t h e  C o u n ty  

B oard  r e f e r r e d  t o  i n  T i t l e  4 ,  C h a n te r  2 9 , Code o f  Laws o f  

S o u th  C a r o l i n a ,  1 9 7 6  ( th e  A c t ) .

2 . The A c t a u t h o r i z e s  a n d  em pow ers th e  C o u n ty  C o u n c i l ,  

i f  i t  s h a l l  co m p ly  w i th  t h e  p r o v i s i o n s  s e t  f o r t h  i n  t h e  A c t , 

t o  a c q u i r e  l a n d ,  b u i l d i n g s ,  e q u ip m e n t ,  m a c h in e ry  a n d  o t h e r  

im p ro v e m e n ts  d eem ed  n e c e s s a r y ,  s u i t a b l e  and  u s e f u l  by a n y  

i n d u s t r i a l  e n t e r p r i s e ;  t o  l e a s e  t h e  sam e ; an d  t o  f i n a n c e  t h e  

a c q u i s i t i o n ,  c o n s t r u c t i o n  an d  e q u ip p in g  o f  t h e  sam e th r o u g h  

th e  i s s u a n c e  o f  b o n d s  o r  n o t e s  p a y a b l e  from  and  s e c u r e d  by  a 

p le d g e  o f  t h e  r e v e n u e s  t o  be  d e r i v e d  fro m  t h e  l e a s i n g  o f  

s u c h  l a n d ,  b u i l d i n g s ,  e q u ip m e n t  a n d  m a c h in e ry  an d  o t h e r  

im p r o v e m e n ts .

3 . The C o u n ty  C o u n c i l  a g r e e d  w i th  H anes H o s i e r y ,  I n c . ,  

a N o r th  C a r o l i n a  c o r p o r a t i o n  ( t h e  L e s s e e )  t h a t  t h e  C o u n tv  

C o u n c i l  w i l l  u n d e r t a k e  t o  f i n a n c e  t h e  a c q u i s i t i o n ,  c o n s t r u c ­

t i o n  an d  e q u ip p in g  o f  f a c i l i t i e s  f o r  t h e  d v e i n g , p a c k a g in g



an d  d i s t r i b u t i o n  o f  p a n tv  h o s e  l o c a t e d  in  M a r lb o ro  C o u n ty ,  

th r o u g h  t h e  i s s u a n c e  o f an  I n d u s t r i a l  R ev en u e  N o te  p u r s u a n t  

t o  t h e  A c t .  In  t h i s  c o n n e c t i o n ,  t h e  C o u n ty  C o u n c i l  h a s  

a g r e e d  t o  a c c e p t  a  c o n v e y a n c e  o f  t h e  p a r c e l  o f  l a n d  on  w h ic h  

t h e  i n d u s t r i a l  f a c i l i t i e s  a r e  l o c a t e d ,  and  t h e  C o u n ty  

C o u n c i l  h a s  a g r e e d  t o  i s s u e  a  Two M i l l i o n  F iv e  H u n d red  

T h o u sa n d  D o l l a r  ( $ 2 ,5 0 0 ,0 0 0 )  M a r lb o ro  C o u n ty ,  S o u th  C a r o l i n a ,  

F i r s t  M o r tg a g e  I n d u s t r i a l  R evenue  N o te ,  S e r i e s  1977 (H anes 

H o s i e r y ,  I n c .  -  L e s s e e ) , p u r s u a n t  t o  t h e  A c t i n  o r d e r  t o  

f i n a n c e  t h e  a c q u i s i t i o n ,  c o n s t r u c t i o n  an d  e q u ip p in g  o f  t h e  

a f o r e s a i d  f a c i l i t i e s  ( s a i d  f a c i l i t i e s  b e in g  h e r e i n a f t e r  

r e f e r r e d  t o  a s  t h e  P r o j e c t ) .

4 . T he C o u n ty  C o u n c i l  i s  a d v i s e d  by t h e  L e s s e e  t h a t  

t h e  c o s t  o f  t h e  P r o j e c t  w i l l  be a p p r o x im a te ly  Two M i l l i o n  

F iv e  H u n d red  T h o u sa n d  D o l l a r s  ( $ 2 ,5 0 0 ,0 0 0 )  an d  t h a t ,  t h e r e ­

f o r e ,  i n  o r d e r  t o  f i n a n a c e  t h e  a c q u i s i t i o n ,  c o n s t r u c t i o n  an d  

e q u ip p in g  o f  t h e  P r o j e c t ,  i n c l u d i n g  t h e  c o s t s  an d  c h a r g e s  

i n c i d e n t  t o  t h e  i s s u a n c e  an d  s a l e  o f  t h e  n o te  h e r e i n a f t e r  

d e s c r i b e d ,  i t  w i l l  b e  n e c e s s a r y  t h a t  t h e  C o u n ty  C o u n c i l  

i s s u e  a  Two M i l l i o n  F iv e  H u n d red  T h o u sa n d  D o l l a r s  ( $ 2 ,5 0 0 ,0 0 0 )  

M a r lb o ro  C o u n ty ,  S o u th  C a r o l i n a ,  F i r s t  M o rtg a g e  I n d u s t r i a l  

R evenue  N o te ,  S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  L e s s e e )  ( th e  

N o t e ) .

5 . When c o m p le te d  t h e  P r o j e c t  w i l l  em p lo y  a p p r o x im a te ly  

225 p e r s o n s .
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6 . F o r t h e  r e a s o n s  a b o v e  s e t  f o r t h  an d  h e r e i n a f t e r

d i s c l o s e d  th e  C o u n ty  C o u n c i l  h a s  fo u n d :

(a) The P r o j e c t  w i l l  s u b s e r v e  th e  p u r p o s e s  o f  t h e  A c t .

(b) By r e a s o n  o f  u n d e r t a k i n g  th e  P r o j e c t  no  p e c u n i a r y  

l i a b i l i t y  w i l l  r e s u l t  t o  t h e  C o u n ty  n o r  w i l l  t h e r e  be  a 

c h a r g e  a g a i n s t  i t s  g e n e r a l  c r e d i t  o r  t a x i n g  p o w e r.

(c) The p r o p o s e d  L e a s e  b e tw e e n  th e  C o u n ty  and  th e  

L e s s e e  w i l l  u n c o n d i t i o n a l l y  o b l i g a t e  th e  L e s s e e  t o  p a y  r e n t  

in  an am oun t a d e q u a te  to  p r o v id e  f o r  t h e  p r i n c i p a l  and  

i n t e r e s t  p a y m e n ts  on t h e  N o te .

(d) The N o te  w i l l  be  d a te d  and  w i l l  m a tu re  and  b e a r  

i n t e r e s t  i n  a m o u n ts  a n d  a t  r a t e s  s e t  f o r t h  in  A r t i c l e  I I  

o f  t h e  d r a f t  o f  t h e  N o te  O rd in a n c e  e n c lo s e d  h e r e w i t h .

(e) The te r m s  o f  t h e  L e a se  w i l l  r e q u i r e  t h e  L e s s e e  t o  

c a r r y  p r o p e r  i n s u r a n c e  an d  to  p a y  a l l  c o s t s  o f  m a i n t a i n i n g  

t h e  P r o j e c t  i n  g o o d  r e p a i r .

7 . P u r s u a n t  t o  t h e  A c t ,  t h e  C o u n ty  C o u n c i l  s e t s  f o r t h  

t h e  f o l l o w i n g  i n f o r m a t i o n :

(a) The P r o j e c t  t o  be f i n a n c e d  c o n s i s t s  o f  th e  a c q u i ­

s i t i o n  o f  a  p a r c e l  o f  la n d  l o c a t e d  in  M a r lb o ro  C o u n ty , S o u th  

C a r o l i n a  an d  t h e  c o n s t r u c t i o n  an d  e q u ip p in g  th e r e o n  o f  f a c i l  

i t i e s  f o r  t h e  d y e in g ,  p a c k a g in g  and  d i s t r i b u t i o n  o f  p a n ty

h o s e .

(b) The P r o j e c t  w i l l  p r o v id e  p e rm a n e n t em p lo y m en t f o r  

a p p r o x im a te ly  225 p e r s o n s .  I t  i s ,  t h e r e f o r e ,  b e l i e v e d  t h a t  

t h e  P r o j e c t  w i l l  h a v e  a b e n e f i c i a l  e f f e c t  upon  th e  econom y 

o f  th e  C o u n ty  a n d  a r e a s  a d j a c e n t  t h e r e t o .
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(c )  The c o s t  o f  t h e  e n t i r e  P r o j e c t  w i l l  am oun t t o  

a p p r o x im a te ly  $ 2 ,5 0 0 ,0 0 0 ,  i n c l u d i n g  t h e  c o s t  o f  a c q u i r i n g  

th e  s a i d  l a n d ,  t h e  c o n s t r u c t i o n  o f  t h e  n e c e s s a r y  b u i l d i n g  

t h e r e o n ,  a n d  a l l  o t h e r  e x p e n s e s  t o  be i n c u r r e d  i n  c o n n e c t i o n

t h e r e w i t h .

8 . The p ro p o s e d  L e a s e ,  a d r a f t  co p y  o f  w h ich  i s  

p r e s e n t e d  h e r e w i t h ,  w i l l  p r o v i d e ,  among o t h e r  t h i n q s , t h e  

f o l l o w i n g :

(a ) To f i n a n c e  t h e  c o s t  o f  t h e  a c o u i s i t i o n ,  c o n s t r u c ­

t i o n  a n d  e q u ip p in g  o f  t h e  P r o j e c t ,  t h e  C o u n tv  w i l l  i s s u e  a 

$ 2 ,5 0 0 ,0 0 0  M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,  F i r s t  M o rtg a g e  

I n d u s t r i a l  R evenue  N o te ,  S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  

L e s s e e ) . The N o te  w i l l  b e  s e c u r e d  by a p le d g e  o f  t h e  r e n t s  

t o  be  p a i d  by  t h e  L e s s e e  an d  w i l l  be  f u r t h e r  s e c u r e d  by  a 

M o r tg a g e ,  a s  a u t h o r i z e d  by  t h e  A c t .

(b ) The p r o c e e d s  d e r i v e d  fro m  t h e  s a l e  o f  t h e  N o te , 

w i l l  b e  p a id  o v e r  t o  a  d e p o s i t o r y  bank  u n d e r  t h e  N o te  

O r d in a n c e  and  u s e d  t o  p ay  t h e  c o s t s  i n c i d e n t  to  t h e  a c q u i ­

s i t i o n ,  c o n s t r u c t i o n  an d  e q u ip p in g  o f  t h e  P r o j e c t ,  and  t h e

i s s u a n c e  o f  t h e  N o te .

(c )  The L e a s e  w i l l  c o n t a i n  a  s p e c i f i c  p r o v i s i o n  by 

w h ic h  t h e  L e s s e e  w i l l  u n c o n d i t i o n a l l y  a g r e e  t o  m ake p a y m e n ts  

to  M a r lb o ro  C o u n ty , t o  a n v  S c h o o l D i s t r i c t  i n  M a r lb o ro  

C o u n ty ,  a n d  t o  a l l  o t h e r  p o l i t i c a l  u n i t s  in  w h ich  th e  P r o j e c t  

i s  s i t u a t e d ,  i n  l i e u  o f  t a x e s ,  i n  su c h  am o u n ts  a s  w ould  

r e s u l t  from  t a x e s  l e v i e d  on t h e  P r o j e c t  b y  M a r lb o ro  C o u n ty ,
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by an y  s u c h  S c h o o l D i s t r i c t ,  an d  by  s a id  p o l i t i c a l  u n i t s  i f  

t h e  P r o j e c t  w e re  ow ned by  t h e  L e s s e e ,  b u t  w i th  a p p r o p r i a t e  

r e d u c t i o n s  s i m i l a r  t o  t h e  t a x  r e d u c t i o n s ,  i f  a n y ,  w h ic h  

w ou ld  be a f f o r d e d  t h e  L e s s e e  w e re  i t  t h e  ow ner o f  t h e  P r o j e c t .

(d) T he L e a s e  c o n t a i n s  no p r o v i s i o n  im p o s in g  a n y  

p e c u n ia r y  l i a b i l i t y  u p o n  t h e  C o u n ty  o r  w h ich  w o u ld  c r e a t e  a 

c h a r g e  u p o n  i t s  g e n e r a l  c r e d i t  o r  t a x i n g  p o w e r.

(e) The L e a s e  im p o s e s  upon  t h e  L e s s e e  t h e  o b l i g a t i o n  

to  p a y ,  i n  a d d i t i o n  t o  t h e  m oneys r e o u i r e d  f o r  t h e  p ay m en t 

o f  t h e  p r i n c i p a l  a n d  i n t e r e s t  o f  t h e  N o te ,  a l l  o t h e r  c o s t s  

a n d  e x p e n s e s  r e s u l t i n g  f ro m  t h e  e x e c u t i o n  an d  d e l i v e r y  o f  

t h e  L e a s e  an d  t h e  i s s u a n c e  o f  t h e  N ote  p u r s u a n t  t h e r e t o .

9 . The p a y m e n t o f  t h e  N o te  w i l l  b e  u n c o n d i t i o n a l l y  

g u a r a n t e e d  by  H anes C o r p o r a t i o n ,  a N o r th  C a r o l i n a  c o r p o r a t i o n ,  

p u r s u a n t  t o  a  G u a r a n ty  A g re e m e n t b e tw e e n  H anes C o r p o r a t i o n  

an d  th e  M o rtg a g e e  u n d e r  t h e  M o rtg a g e  an d  S e c u r i t y  A g re e m e n t 

d e s c r i b e d  b e lo w .

1 0 . The p ro p o s e d  M o rtg a g e  a n d  S e c u r i t y  A g re e m e n t i s  in  

c o n v e n t i o n a l  fo rm  an d  c o n s t i t u t e s  a f o t e c l o s e a b l e  m o r tg a g e  upon  

t h e  P r o j e c t .  I n c l u d e d  i n  t h e  g r a n t i n g  c l a u s e  o f  t h e  M o rtg a g e  and  

S e c u r i t y  A g re e m e n t w i l l  b e :

(a ) A l l  r e a l  a n d  p e r s o n a l  p r o p e r t y  an d  i n t e r e s t s  

t h e r e i n ,  a c q u i r e d  o r  t o  be  a c q u i r e d ,  f o r  t h e  P r o j e c t .

(b) The r i g h t ,  t i t l e  a n d  i n t e r e s t  o f  t h e  C o u n ty  

in  t h e  L e a s e .

(c ) A l l  r e n t a l s  an d  r e v e n u e s  d e r i v e d  by t h e

C o u n ty  u n d e r  t h e  L e a s e ,  e x c e p t  th o s e  p a y m e n ts  t o  be  made 

in  l i e u  o f  t a x e s  o r  b y  way o f  i n d e m n i f i c a t i o n .
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T he N o te  O r d in a n c e  m akes p r o v i s i o n  f o r  t h e  i s s u a n c e  o f  t h e  

Two M i l l i o n  F iv e  H undred  T h o u sa n d  D o l l a r s  ( $ 2 ,5 0 0 ,0 0 0 )  N o te  

r e f e r r e d  t o  a b o v e .  I t  p r o v i d e s  f o r  t h e  p a y m en t an d  p r e p a y ­

m en t o f  t h e  N o te .

1 1 . T he p r o p o s e d  L e a s e ,  M o r tg a g e  a n d  S e c u r i t y  A g re e m e n t,

N o te  O rd in a n c e  a n d  G u a ra n ty  A g re e m e n t ( d r a f t  c o p i e s  o f  w h ic h  a r e  

e n c l o s e d  h e r e w i th )  w i l l  b e  i n  t h e  fo rm  h e r e t o f o r e  u s e d  i n  t h e  i s s u a n c e  

o f  I n d u s t r i a l  R ev en u e  N o te s  p u r s u a n t  to  t h e  A c t .  W h ile

c h a n g e s  w i l l  be m ade i n  t h e  e n c lo s e d  f o r m s , i t  i s  n o t  e x p e c te d  

t h a t  t h e r e  w i l l  be  any  c h a n g e s  w h ic h  w i l l  s u b s t a n t i a l l y  

a f f e c t  t h e  u n d e r t a k i n g  a s  now o u t l i n e d  t h e r e i n .

Upon t h e  b a s i s  o f  t h e  f o r e g o i n g ,  t h e  C o u n ty  C o u n c i l  

r e s p e c t f u l l y  p r a y s :

T h a t  t h e  S t a t e  B u d g e t a n d  C o n t r o l  B o ard  a c c e p t  t h e  f i l i n g  

o f  t h e  P e t i t i o n  p r e s e n t e d  h e r e w i t h  a n d  t h a t  i t  d o ,  t h e r e a f t e r  

a n d  a s  so o n  a s  p r a c t i c a b l e ,  m ake i t s  in d e p e n d e n t  i n v e s t i ­

g a t i o n  o f  t h e  P r o j e c t  an d  t h e  te r m s  an d  p r o v i s i o n s  o f  t h e  

L e a s e ,  t h e  M o rtg a g e  an d  S e c u r i t y  A g re e m e n t ,  t h e  N o te  O r d in a n c e  

a n d  t h e  G u a r a n ty  A g re em en t a s  i t  deem s a d v i s a b l e ,  t h a t  t h e  p r o p o s e d  

P r o j e c t  w i l l  p ro m o te  t h e  p u r p o s e s  o f  t h e  A c t a n d  t h a t  i t  i s  

r e a s o n a b l y  a n t i c i p a t e d  t o  e f f e c t  s u c h  r e s u l t ,  a n d  on  t h e  b a s i s  o f  

s u c h  f i n d i n g ,  t h a t  i t  d o e s  a p p r o v e  t h e  P r o j e c t ,  i n c l u d i n g  

c h a n g e s  i n  a n y  d e t a i l s  o f  t h e  s a i d  f i n a n c i n g  a s  f i n a l l y  

co n su m m ated  w h ic h  d o  n o t  m a t e r i a l l y  a f f e c t  t h e  s a i d  u n d e r t a k i n g ,  

a n d  g i v e  p u b l i s h e d  n o t i c e  o f  i t s  a p p r o v a l  in  t h e  m an n er s e t

f o r t h  i n  t h e  a c t .
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1 3 , 1977

R e s p e c t f u l l y  s u b m i t t e d ,

MARLBORO COUNTY COUNCIL

(SEAL)
C h a irm an

A t t e s t :
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EXHIBIT B

PUBLIC NOTICE

N o t ic e  i s  h e r e b y  g iv e n  by t h e  M a r lb o ro  C o u n ty  C o u n c i l  

t h a t  a  p u b l i c  h e a r i n g  w i l l  be h e ld  r e l a t i n g  t o  th e  p ro p o s e d  

l e a s i n g  by  M a r lb o ro  C o u n ty  o f  c e r t a i n  i n d u s t r i a l  f a c i l i t i e s  

c o n v e y e d  o r  t o  be  c o n v e y e d  to  th e  C o u n ty  by H anes H o s i e r y ,  

I n c .  an d  t o  be  f i n a n c e d  by th e  i s s u a n c e  o f  a  $ 2 ,5 0 0 ,0 0 0  

m a r lb o r o  C o u n ty , S o u th  C a r o l i n a ,  F i r s t  M o rtg a g e  I n d u s t r i a l  

R ev en u e  N o te , S e r i e s  1977 (H anes H o s i e r y ,  I n c . ,  -  L e s s e e ) .  

The h e a r i n g  w i l l  b e  h e ld  a t  t h e

~ i n  t h e  C o u n ty  C o u r th o u s e ,
A.

B e n n e t t s v i l l e ,  S o u th  C a r o l i n a ,  a t  4.30 ? .M . E a s t e r n

C h a irm a n , M a r lb o ro  C o u n ty  C o u n c i l



» ►

STATE OF SOUTH CAROLINA

COUNTY OF MARLBORO

I ,  t h e  u n d e r s ig n e d  C le rk  o f  t h e  M a r lb o ro  C o u n ty  do  

h e r e b y  c e r t i f y  t h a t  t h e  f o r e g o in g  i s  a  t r u e ,  c o r r e c t  an d  

v e r b a t im  co p y  o f  a  R e s o lu t io n  d u ly  a d o p te d  by th e  M a r lb o ro  

C o u n ty  C o u n c i l  h a v in g  b e^n  r e a d  a t  a  d u ly  c a l l e d  m e e t in g  o f  

s a i d  C o u n ty  C o u n c i l  on  f  1 3 , 1 9 7 7 .

W itn e s s  my hand an d  s e a l  of t h e  M a r lb o ro  C o u n ty  C o u n c i l  
t h i s  IB t h  d ay  o f  U c l A t 'V  1977 .

(SEAL)



THE STATE OF SOUTH CAROLINA )
) MORTGAGE AND SECURITY AGREEMENT

COUNTY OF MARLBORO )

TO ALL WHOM THESE PRESENTS MAY CONCERN:

MARLBORO COUNTY, a  p o l i t i c a l  s u b d i v i s i o n  o f  th e  S t a t e  

o f  S o u th  C a r o l i n a  an d  a  body  p o l i t i c  and  c o r p o r a t e ,  SENDS

GREETINGS:

WHEREAS, MARLBORO COUNTY ( th e  " C o u n ty " )  i s  a u t h o r i z e d  

a n d  em pow ered  by  T i t l e  4 , C h a p t e r  2 9 , Code o f  Laws o f  S o u th  

C a r o l i n a ,  1976 ( th e  A c t)  t o  a c q u i r e ,  ow n, l e a s e ,  d i s p o s e  o f ,  

a n d  m o r tg a g e  t h e  p r o p e r t i e s  h e r e i n a f t e r  d e s c r i b e d  t o  p ro m o te  

t h e  i n d u s t r i a l  d e v e lo p m e n t  o f  S o u th  C a r o l i n a  by in d u c in g  

i n d u s t r i a l  f a c i l i t i e s  t o  l o c a t e  an d  r e m a in  in  S o u th  C a r o l i n a  

a n d  th u s  u t i l i z e  an d  em p lo y  m anpow er and  o t h e r  r e s o u r c e s  o f

S o u th  C a r o l i n a ;  an d

WHEREAS, t h e  C o u n ty  i s  f u r t h e r  a u t h o r i z e d  by th e  s a i d  

A c t t o  i s s u e  r e v e n u e  b o n d s  o r  n o t e s  p a y a b le  s o l e l y  fro m  th e  

l e a s e  r e n t a l s  an d  r e v e n u e s  fro m  an y  s u c h  p r o j e c t  an d  s e c u r e d  

by  a  p l e d g e  o f  s u c h  l e a s e  r e n t a l s ,  r e v e n u e s  and  r e c e i p t s  and  

by  a m o r tg a g e  on  t h e  l a n d ,  b u i l d i n g s ,  im p ro v e m e n ts ,  m a c h in e ry  

a n d  e q u ip m e n t  s o  a c q u i r e d ;  an d

WHEREAS, t h e  C o u n ty  h a s  m ade th e  n e c e s s a r y  a r r a n g e m e n ts  

w i th  H a n es  H o s i e r y ,  I n c .  ( t h e  L e s s e e ) , a  c o r p o r a t i o n  o r g a n ­

i z e d  u n d e r  t h e  la w s  o f  th e  S t a t e  o f  N o r th  C a r o l i n a ,  f o r  t h e  

a c q u i s i t i o n  o f  l a n d ,  b u i l d i n g s ,  e q u ip m e n t  and  m a c h in e ry



eontiL  i L u i i III) L ik lu s l Ldl I u c i  I i I i e:i w h ic h  w i l l  be  o l t i le  

c h a r a c t e r  a n d  a c c o m p l i s h  th e  p u r p o s e  p r o s c r i b e d  by  th e  s a i d  

A c t an d  t h e  C o u n ty  h a s  f u r t h e r  e n t e r e d  i n t o  a  L e a se  A g re e ­

m e n t w i t h  th e  la-'SUee d a t e d  a s  o f  N o v e m b e r  I ,  1 9 7 7  ( t h e  L e a s e

A g re e m e n t)  s p e c i f y i n g  th e  te r m s  an d  c o n d i t i o n s  o f  th e  

a c q u i s i t i o n  o f  t h e  s a i d  f a c i l i t i e s  an d  t h e  l e a s i n g  o f  t h e

sam e t o  t h e  L e s s e e ;  an d

WHEREAS, t h e  e x e c u t i o n  a n d  d e l i v e r y  o f  t h i s  M o rtg a g e  

a n d  S e c u r i t y  A g re e m e n t ( t h e  M o rtg a g e )  h a v e  b e e n  a u t h o r i z e d  

b y  an  O r d in a n c e  d u ly  a d o p te d  by  t h e  M a r lb o ro  C o u n ty  C o u n c i l  

a n d  t h e  C o u n ty ,  i n  a c c o r d a n c e  w i t h  t h e  r e q u i r e m e n t s  o f  th e  

s a i d  A c t ,  h a s  s u b m i t t e d  i t s  P e t i t i o n  t o  t h e  S t a t e  B u d g e t and  

C o n t r o l  B o a rd  o f  S o u th  C a r o l i n a  an d  th e  s a i d  B o a rd  h a s  d u ly  

a p p r o v e d  t h e  s a i d  u n d e r t a k i n g  an d  t h e r e b y  a u t h o r i z e d  th e  

M a r lb o r o  C o u n ty  C o u n c i l  t o  p r o c e e d  w i t h  t h e  a c q u i s i t i o n  and  

f i n a n c i n g  o f  t h e  sam e . N o t i c e  o f  s u c h  a p p r o v a l  w as d u ly  

p u b l i s h e d  i n  n e w s p a p e r s  h a v in g  g e n e r a l  c i r c u l a t i o n  i n  M a r lb o ro  

C o u n ty  a n d ,  n o t w i t h s t a n d i n g  m o re  th a n  tw e n ty  (20) d a y s  h av e  

e l a p s e d  fro m  t h e  d a t e  o f  t h e  p u b l i c a t i o n  o f  s u c h  n o t i c e ,  no 

c h a l l e n g e  h a s  b e e n  m ade t o  t h e  v a l i d i t y  o f  s u c h  a p p r o v a l  a s  

p r o v i d e d  i n  t h e  s a i d  A c t ;  and

WHEREAS, t h e  c o s t  o f  s u c h  f a c i l i t i e s  i s  e s t i m a t e d  to  

b e  $ 2 ,5 0 0 ,0 0 0  a n d  th e  L e s s e e  h a s  a g r e e d  t o  p a y  a l l  a m o u n ts  

r e q u i r e d  i n  e x c e s s  o f  t h e  p r o c e e d s  a v a i l a b l e  fro m  a $ 2 ,5 0 0 ,0 0 0  

n o t e  i s s u e ,  a n d  t h e r e f o r e  t o  f i n a n c e  th e  c o s t  o f  t h e  s a i d

2



L a c i l iL ic u ,  in c lu d in g  th e  necer.r.ary  expennen in c id e n ta l  

t h e r e t o ,  w i l l  r e q u i r e  t h e  i n i t i a l  i s s u a n c e ,  s a l e  and  

d e l i v e r y  o f  a $ 2 ,5 0 0 ,0 0 0  M a r lb o ro  C o u n ty  F i r s t  M o rtg a g e  

I n d u s t r i a l  R ev en u e  N o te ,  S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  

L e s s e e ) , w h ic h  h a s  b e e n  p u r c h a s e d  by W achov ia  Bank & T r u s t  

Com pany, N .A .; an d

WHEREAS, t h e  s a i d  M a r lb o ro  C o u n ty ,  i n  a n d  by i t s  

$ 2 ,5 0 0 ,0 0 0  F i r s t  M o rtg a g e  I n d u s t r i a l  R ev en u e  N o te ,  S e r i e s  

1977 (H an es  H o s i e r y ,  I n c .  -  L e s s e e )  i s  i n d e b t e d  t o  W ach o v ia  

Bank & T r u s t  C om pany , N. A. , in  a c c o r d a n c e  w i th  t h e  te rm s  

and  c o n d i t i o n s  o f  t h e  s a i d  N o te  in  t h e  am o u n t o f  $ 2 ,5 0 0 ,0 0 0  

an d  i s  now m in d e d , p u r s u a n t  to  th e  a u t h o r i z a t i o n  o f  t h e  s a i d  

A c t ,  t o  s e c u r e  p a y m en t t h e r e o f  by t h i s  M o r tg a g e  upon  th e  

s a i d  f a c i l i t i e s  a c q u i r e d  w i t h  t h e  p r o c e e d s  o f  t h e  s a i d  N o te  

an d  th e  L e a se  r e n t a l s  a n d  r e v e n u e s  h e r e i n a f t e r  d e s c r i b e d ;

an d

WHEREAS, u n d e r  t h e  p r o v i s i o n s  o f  th e  L e a s e  A g re e m e n t, 

M a r lb o ro  C o u n ty  h a s  a g r e e d  t o  i s s u e  A d d i t i o n a l  N o te s  (a s  

d e f i n e d  in  th e  L e a s e  A g re e m e n t)  in  c e r t a i n  c i r c u m s t a n c e s ,  

an d  i t  i s  i n t e n d e d  t h a t  t h i s  M o rtg a g e  s h a l l  s e c u r e  t h e  

i n d e b t e d n e s s  e v id e n c e d  by t h e  s a i d  A d d i t i o n a l  N o te s  i n  an  

a g g r e g a t e  p r i n c i p a l  am o u n t n o t  e x c e e d in g  $ 5 ,0 0 0 ,0 0 0  i f  and  

wiicn t h e  A d d i t i o n a l  N o te s  s h a l l  b o  i s s u e d .

NOW, KNOW ALL MEN, T h a t  th e  s a i d  M a r lb o ro  C o u n ty , in  

c o n s i d e r a t i o n  o f  t h e  s a i d  d e b t  and  sum o f  money a f o r e s a i d ,  

an d  f o r  t h e  b e t t e r  s e c u r i n g  o f th e  p a y m en t t h e r e o f  t o  t h e
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s a i d  W ach o v ia  Bank & T r u s t  C om pany, N. A . ,  W in s to n -S a le m , 

N o r th  C a r o l i n a ,  i n  a c c o r d a n c e  w i t h  t h e  te rm s  o f  t h e  s a id  

N o te  and  A d d i t i o n a l  N o te s ;  and  a l s o  in  c o n s i d e r a t i o n  o f  th e  

f u r t h e r  sum o f  THREE DOLLARS ($ 3 .0 0 )  to  i t ,  t h e  s a i d  M a r lb o ro  

C o u n ty , i n  h a n d  w e l l  an d  t r u l y  p a id  by  th e  s a i d  B ank a t  and 

b e f o r e  t h e  s e a l i n g  an d  d e l i v e r y  o f  t h e s e  P r e s e n t s ,  th e  

r e c e i p t  w h e r e o f  i s  h e r e b y  a c k n o w le d g e d , h a s  g r a n t e d ,  b a r ­

g a i n e d ,  s o l d  an d  r e l e a s e d ,  and  by t h e s e  P r e s e n t s ,  DOES 

GRANT, b a r g a i n ,  s e l l  an d  r e l e a s e  u n to  th e  s a i d  WACHOVIA BANK 

6, TRUST COMPANY, N. A. , W in s to n -S a le m , N o r th  C a r o l i n a ,  

s u b j e c t  a lw a y s  t o  t h e  L e a se  A g re e m e n t an d  th e  r i g h t s  o f  th e  

L e s s e e  t h e r e u n d e r :

I

T he r e a l  p r o p e r t y  s i t u a t e d  in  M a r lb o ro  C o u n ty ,

S o u th  C a r o l i n a ,  d e s c r i b e d  in  E x h i b i t  A a t t a c h e d  h e r e t o ,  

w i t h  a l l  b u i l d i n g s ,  a d d i t i o n s ,  im p ro v e m e n ts  an d  f i x ­

t u r e s  now o r  h e r e a f t e r  l o c a t e d  th e r e o n  o r  t h e r e i n  and

w i th  t h e  t e n e m e n ts ,  h e r e d i t a m e n t s ,  s e r v i t u d e s ,  a p p u r t e ­

n a n c e s ,  r i g h t s ,  p r i v i l e g e s  a n d  im m u n i t ie s  t h e r e u n t o  b e ­

lo n g in g  o r  a p p e r t a i n i n g  w h ic h  may from  tim e  to  tim e  be 

ow ned by  th e  C o u n ty .

I I

T he m a c h in e r y ,  e q u ip m e n t o r  o t h e r  p r o p e r t y  d e ­

s c r i b e d  i n  E x h i b i t  B a t t a c h e d  h e r e t o ,  an d  s u b s t i t u t i o n s
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o r  r e p l a c e m e n t s  t h e r e f o r ;  a l l  m a c h in e r y ,  e q u ip m e n t  o r  

o t h e r  p r o p e r t y  a c q u i r e d  by  t h e  C o u n ty  w i t h  t h e  p r o c e e d s  

fro m  t h e  N o te s  s e c u r e d  by t h i s  M o r tg a g e ,  an d  s u b s t i t u ­

t i o n s  o r  r e p l a c e m e n t s  t h e r e f o r ;  a l l  m a c h in e r y ,  e q u i p ­

m e n t o r  o t h e r  p r o p e r t y  w h ic h  u n d e r  t h e  te rm s  o f  th e  

L e a s e  A g re e m e n t i s  t o  becom e t h e  p r o p e r t y  o f  th e  C o u n ty  

o r  s u b j e c t e d  t o  t h e  l i e n  o f  t h i s  M o r tg a g e ;  a n d , w i t h o u t  

l i m i t i n g  t h e  f o r e g o i n g ,  a l l  o f  t h e  p r o p e r t y  o f  th e  

C o u n ty  a t  an y  t im e  i n s t a l l e d  o r  l o c a t e d  on th e  la n d

d e s c r i b e d  i n  E x h i b i t  A a t t a c h e d  h e r e t o .

I I I

A l l  r i g h t ,  t i t l e  an d  i n t e r e s t  o f  t h e  C o u n ty  i n  an d  

t o  t h e  L e a s e  A g re e m e n t,  an d  a l l  l e a s e  r e n t a l s ,  r e v e n u e s  

a n d  r e c e i p t s  r e c e i v e d  o r  to  be r e c e i v e d  u n d e r  t h e  L e a s e  

A g re e m e n t,  e x c e p t  a m o u n ts  p a i d  by th e  L e s s e e  t h e r e u n d e r  

t o  t h e  C o u n ty  a n d  o t h e r  l o c a l  t a x i n g  a u t h o r i t i e s  in  

l i e u  o f  t a x e s  p u r s u a n t  t o  S e c t i o n  5 .5  t h e r e o f  an d  a l l  

a m o u n ts  p a i d  b y  L e s s e e  t o  t h e  C o u n ty  p u r s u a n t  t o  

S e c t i o n s  6 . 3 ,  8 .7  o r  1 0 .4  t h e r e o f .

IV

A l l  l e a s e  r e n t a l s ,  r e v e n u e s  an d  r e c e i p t s  a r i s i n g  

o u t  o f  o r  i n  c o n n e c t i o n  w i t h  t h e  o w n e r s h ip  o f  th e  

P r o j e c t  ( a n  d e f i n e d  in  t l ie  I r a n i ’  A g r e e m e n t ) ,  e x c e p t  

a m o u n ts  p a i d  u n d e r  S e c t i o n  5 .5  o r  S e c t i o n s  6 . 3 ,  8 .7  o r

1 0 .4  o f  th e  L e a s e  A g re e m e n t.
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V

Aliy an d  a i l  o t h e r  p r o p e r t y  1 rom Lime to  Lime 

h e r e a f t e r  by d e l i v e r y  o r  by w r i t i n g  o f  a n y  k in d  c o n ­

v e y e d ,  m o r tg a g e d , p le d g e d ,  a s s i g n e d  o r  t r a n s f e r r e d  a s  

an d  l o r  a d d i t i o n a l  s e c u r i t y  h e r e u n d e r  by  th e  C o u n ty  o r  

by  a n y o n e  on i t s  b e h a l f  o r  w i th  i t s  w r i t t e n  c o n s e n t  t o  

t h e  M o r tg a g e e ,  w h ich  i s  h e r e b y  a u t h o r i z e d  t o  r e c e i v e  

a n y  an d  a l l  s u c h  p r o p e r t y  a t  an y  a n d  a l l  t im e s  t o  h o ld  

a n d  a p p ly  t h e  sam e s u b j e c t  t o  th e  t e r m s  h e r e o f .

TO HAVE AND TO HOLD a l l  and  s i n g u l a r  t h e  s a i d  p r e m i s e s ,  

e q u ip m e n t ,  m a c h in e r y ,  and  o t h e r  p r o p e r t y  a n d  s a i d  r e v e n u e s  

u n to  t h e  s a i d  W ach o v ia  Bank & T r u s t  C om pany, N. A . ,  W in s to n -  

S a le m , N o r th  C a r o l i n a ,  i t s  s u c c e s s o r s  an d  a s s i g n s  f o r e v e r .

IT  IS  THE EXPRESS CONDITION o f  t h i s  M o r tg a g e  a n d  t o  a l l  

o b l i g a t i o n s  o f  M a r lb o ro  C o u n ty  h e r e u n d e r  a n d  r e s u l t i n g  h e r e ­

fro m  t h a t  n e i t h e r  t h i s  M o rtg a g e  n o r  an y  o b l i g a t i o n  o r  c o v e ­

n a n t  o f  M a r lb o ro  C o u n ty  h e r e u n d e r  s h a l l  c r e a t e  an y  p e c u n i a r y  

l i a b i l i t y  o r  M a r lb o ro  C o u n ty  n o r  an y  c h a r g e  a g a i n s t  i t s  

t a x i n g  p o w e rs  o r  upon  i t s  g e n e r a l  c r e d i t ;  b u t  an y  s u c h  

o b l i g a t i o n  f o r  t h e  p a y m en t o f  m oney s h a l l  b e  p a y a b le  s o l e l y  

fro m  t h e  l e a s e  r e n t a l s ,  r e v e n u e s  an d  r e c e i p t s  d e r i v e d  fro m  

o r  i n  c o n n e c t io n  w i th  th e  f a c i l i t i e s  h e r e i n a b o v e  d e s c r i b e d ,  

i n c l u d i n g  m oneys r e c e iv e d  u n d e r  t h e  L e a s e  A g re e m e n t a s  

h e r e in a b o v e  m ore f u l l y  d e s c r i b e d ;  and  n o t h i n g  in  t h e  N o te s
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n o r  in  t h i s  M o r ta g e  s h a l l  b e  c o n s i d e r e d  a s  p l e d g in g  an y  

o t h e r  f u n d s  o r  a s s e t s  o f  M a r lb o r o  C o u n ty .

AND t h e  s a i d  M a r lb o ro  C o u n ty  d o e s  h e r e b y  b in d  i t s e l f  

an d  i t s  S u c c e s s o r s  to  w a r r a n t  a n d  f o r e v e r  d e f e n d  a l l  and  

s i n g u l a r  t h e  s a i d  p r e m is e s  u n to  t h e  s a i d  W ach o v ia  Bank 

T r u s t  C om pany, N . A . ,  W in s to n - S a le m , N o r th  C a r o l i n a ,  i t s  

s u c c e s s o r s ,  l a w f u l l y  c l a i m i n g ,  o r  t o  c l a i m  t h e  sam e , o r  any  

p a r t  t h e r e o f .

IT  IS  AGREED i n  th e  L e a se  A g re e m e n t t h a t  t h e  L e s s e e  

s h a l l  k e e p  th e  m o r tg a g e d  r e a l  a n d  p e r s o n a l  p r o p e r t y  i n s u r e d ,  

i n t e r  a l i a ,  a g a i n s t  l o s s  an d  d a m ag e  fro m  f i r e  a n d  e x te n d e d  

c o v e r a g e  h a z a r d s  f o r  t h e  b e n e f i t  o f  t h e  s a i d  M o r tg a g e e .  In  

d e f a u l t  t h e r e o f ,  t h e  s a i d  M o r tg a g e e ,  i t s  s u c c e s s o r s  o r  

a s s i g n s ,  may e f f e c t u a t e  s u c h  i n s u r a n c e  an d  r e im b u r s e  th e m s e lv e s  

u n d e r  t h i s  M o r tg a g e  f o r  t h e  e x p e n s e  t h e r e o f ,  w i th  i n t e r e s t  

t h e r e o n  from  t h e  d a t e  o f  i t s  p a y m e n t a t  t h e  r a t e  o f  tw e lv e  

p e r  c e n tu m  ( 12 %) p e r  annum . And i t  i s  f u r t h e r  a g r e e d ,  i n

t h e  e v e n t  o f  o t h e r  i n s u r a n c e  a n d  c o n t r i b u t i o n  b e tw e e n  th e

i n s u r e r s ,  t h a t  t h e  s a i d  M o r tg a g e e ,  i t s  s u c c e s s o r s  o r  a s s i g n s ,  

s h a l l  b e  e n t i t l e d  t o  r e c e i v e  f ro m  t h e  a g g r e g a t e  o f  th e  

i n s u r a n c e  m o n ey s t o  b e  p a i d ,  a  sum e q u a l  t o  t h e  am ount o f  

t h e  d e b t  i n s u r e d  by  t h i s  M o r tg a g e .

TT IS  AGREED in  th e  L e a se  A g re e m e n t t h a t  t h e  l e s s e e  

s h a l l  p a y  ( s u b j e c t  to  L e s s e e 's  r i g h t  t o  c o n t e s t )  a l l  l a w f u l  

t a x e s ,  a s s e s s m e n t s  and  o t h e r  c h a r g e s  upon  th e  s a i d  p r e m is e s
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w hen th e  name s h a l l  f i r s t  becom e p a y a b l e .  In d e f a u l t  t h e r e o f  

t h e  s a i d  M o r tg a g e e ,  i t s  s u c c e s s o r s  o r  a s s i g n s ,  may c a u s e  th e  

sam e t o  b e  p a i d ,  t o g e t h e r  w i th  a l l  p e n a l t i e s  an d  c o s t s  

i n c u r r e d  t h e r e o n ,  a n d  r e im b u r s e  th e m s e lv e s  u n d e r  t h i s  M o r t­

g a g e  f o r  t h e  sum s o  p a i d ,  w i t h  i n t e r e s t  t h e r e o n  fro m  th e  

d a t e  o f  s u c h  p a y m en t a t  th e  r a t e  o f  tw e lv e  p e r  c e n tu m  (12%)

p e r  annum .

AND IT  IS  AGREED by an d  b e tw e e n  t h e  s a i d  p a r t i e s  t h a t  

u p o n  a n y  d e f a u l t  by t h e  L e s s e e  u n d e r  t h e  L e a s e  A g re e m e n t,  o r  

u p o n  an y  d e f a u l t  m ade in  t h e  p a y m e n t o f  t h e  i n t e r e s t  on  o r  

t h e  p r i n c i p a l  o f  t h e  s a i d  N o te  o r  A d d i t i o n a l  N o te s ,  when th e  

sam e s h a l l  becom e p a y a b l e ,  t h e n  t h e  e n t i r e  am o u n t o f  th e  

d e b t  s e c u r e d  o r  i n t e n d e d  t o  be s e c u r e d  h e r e b y  s h a l l  becom e 

d u e ,  a t  t h e  o p t i o n  o f  th e  s a i d  M o r tg a g e e ,  i t s  s u c c e s s o r s  o r  

a s s i g n s ,  a l t h o u g h  t h e  p e r i o d  f o r  th e  p a y m e n t t h e r e o f  may n o t  

t h e n  h a v e  e x p i r e d .

AND IT  IS  AGREED by an d  b e tw e e n  t h e  s a i d  p a r t i e s  t h a t  

s h o u ld  l e g a l  p r o c e e d i n g s  be i n s t i t u t e d  f o r  t h e  c o l l e c t i o n  o f  

t h e  d e b t  s e c u r e d  h e r e b y ,  th e n  i n  t h a t  e v e n t  t h e  s a i d  M o rt­

g a g e e ,  i t s  s u c c e s s o r s  o r  a s s i g n s ,  s h a l l  h a v e  t h e  r i g h t  to  

h a v e  a r e c e i v e r  a p p o i n t e d  o f  t h e  r e n t s  a n d  p r o f i t s  o f  t h e  

a b o v e  d e s c r i b e d  p r e m i s e s ,  w ho, a f t e r  d e d u c t i n g  a l l  c h a r g e s  

an d  e x p e n s e s  a t t e n d i n g  s u c h  p r o c e e d i n g s ,  a n d  th e  e x e c u t i o n  

o f  t h e  s a i d  t r u s t  a s  r e c e i v e r ,  s h a l l  a p p ly  t h e  r e s i d u e  o f  

t h e  s a i d  r e n t s  an d  p r o f i t s  to w a r d s  t h e  p a y m e n t o f  t h e  d e b t  

s e c u r e d  h e r e b y .
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AND IT  TS FURTHER AGREED, by and b e tw e e n  th e  p a r t i e s  

t h a t  s h o u ld  l e g a l  p r o c e e d in g s  b e  i n s t i t u t e d  f o r  t h e  f o r e ­

c l o s u r e  o f  t h i s  M o rtg a g e  o r  f o r  an y  p u r p o s e  i n v o l v i n g  t h i s  

M o r tg a g e ,  o r  s h o u ld  t h e  d e b t  h e r e b y  s e c u r e d  be p l a c e d  i n  t h e  

h a n d s  o f  an  a t t o r n e y  a t  law  f o r  c o l l e c t i o n  b y  s u i t  o r  o t h e r ­

w is e ,  t h a t  a l l  c o s t s  a n d  e x p e n s e s  i n c u r r e d  b y  th e  M o r tg a g e e ,  

i n c l u d i n g  a  r e a s o n a b l e  c o u n s e l  f e e ,  s h a l l  th e r e u p o n  becom e 

d u e  a n d  p a y a b le  a s  a  p a r t  o f  th e  d e b t  s e c u r e d  h e r e b y , a n d  

may b e  r e c o v e r e d  and  c o l l e c t e d  h e r e u n d e r .

PROVIDED ALWAYS, NEVERTHELESS, a n d  i t  i s  th e  t r u e  

i n t e n t  an d  m ean in g  o f  th e  p a r t i e s  t o  t h e s e  P r e s e n t s ,  t h a t  i f  

t h e  s a i d  MARLBORO COUNTY s h a l l  w e l l  a n d  t r u l y  p a y ,  o r  c a u s e  

t o  be  p a i d  u n to  t h e  s a i d  WACHOVIA BANK AND TRUST COMPANY, N. 

A .,  W in s to n -S a le m , N o r th  C a r o l i n a ,  i t s  s u c c e s s o r s  o r  a s s i g n s ,  

t h e  s a i d  d e b t  o r  sum o f  money a f o r e s a i d ,  w i th  i n t e r e s t  

t h e r e o n ,  i f  any  s h a l l  be  d u e ,  a c c o r d in g  t o  th e  t r u e  i n t e n t  

a n d  m e a n in g  o f  t h e  s a i d  N o te s ,  th e n  t h i s  Deed o f  B a r g a in  an d  

S a l e  s h a l l  c e a s e ,  d e t e r m i n e ,  an d  be u t t e r l y  n u l l  an d  v o i d ;  

o t h e r w i s e  i t  s h a l l  re m a in  in  f u l l  f o r c e  and  v i r t u e .

AND IT  IS  AGREED by an d  b e tw e e n  t h e  s a i d  p a r t i e s ,  t h a t  

M a r lb o ro  C o u n ty  i s  t o  h o ld  and  e n jo y  t h e  s a i d  p r e m is e s  u n t i l  

d e f a u l t  o f  p ay m en t s h a l l  b e  m ade.

IN WITNESS WHEREOF, MARI,BORO COUNTY, SOUTH CAROLINA, 

h a s  c a u s e d  t h e s e  p r e s e n t s  t o  be  s ig n e d  i n  h i s  name an d
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b e h a l f  by t h e  C h a irm a n  o f  t h e  M a r lb o ro  C o u n ty  C o u n c i l ,  an d  

th e  C le r k  o f  th e  M a r lb o ro  C o u n ty  C o u n c i l ,  a n d  i t s  c o r p o r a t e  

s e a l  t o  be h e r e u n t o  a f f i x e d ,  a l l  a s  o f  t h e  1 s t  d a y  o f

N ovem ber, A .D . , 1 9 7 7 .

MARLBORO COUNTY, SOUTH CAROLINA

(SEAL) B y ___________________________________
C h a irm a n , M a r lb o r o  C o u n ty  C o u n c i l

By________________________________________
C l e r k ,  M a r lb o ro  C o u n ty  C o u n c i l

SIGNED, SEALED AND DELIVERED 
IN THE PRESENCE OF:
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EXHIBIT A

DESCRIPTION OF LEASED IJKNI)

( A t ta c h e d  t o  M o r tg a g e  an d  S e c u r i t y  A g re e m e n t fro m  M a r lb o ro  
C o u n ty  t o  W ach o v ia  B ank & T r u s t  Com pany, N. A .,  d a t e d  a s  
o f  N ovem ber 1 , 1 9 7 7 .)



EXHIBIT U

DESCRIPTION OF LEASED EQUIPMENT

( A t ta c h e d  t o  M o rtg a g e  a n d  S e c u r i t y  A g re em en t from  M a r lb o ro  
C o u n ty  t o  W ach o v ia  Bank & T r u s t  Com pany, N. A . ,  d a t e d  a s  o f  
N ovem ber 1, 1 9 7 7 ) .



STATE Ol' SOUTH CAROLINA

COUNTY OF MARLBORO

PERSONALLY a p p e a r e d  b e f o r e  me __________________________ _

and  m ade o a t h  t h a t  h e  saw  th e  w i t h i n  nam ed MARLBORO COUNTY,

SOUTH CAROLINA, by  ___________________________ , C h a irm a n  o f  t h e

M a r lb o ro  C o u n ty  C o u n c i l ,  an d  by  ________________________________ ,

C le r k  o f  t h e  M a r lb o r o  C o u n ty  C o u n c i l ,  s i g n ,  a n d  a f f i x  t h e  

c o r p o r a t e  s e a l ,  a n d  a s  t h e  A c t a n d  D eed o f  t h e  s a i d  M a r l­

b o r o  C o u n ty  d e l i v e r  t h e  w i t h i n  w r i t t e n  M o rtg a g e  a n d  S e c u r i t y

A g re e m e n t,  an d  t h a t  h e  w i th  ____________________ ___________________

w i t n e s s e d  t h e  e x e c u t i o n  t h e r e o f .

SWORN t o  b e f o r e  me t h i s  

___  d a y  o f  _______________ , 1 9 7 7 .

______________________________________, ( L . S . )
N o ta ry  P u b l i c  f o r  S o u th  C a r o l i n a  

My C o m m iss io n  E x p i r e s :  __________________



MARLBORO COUNTY, SOUTH CAROLINA

INDUSTRIAL REVENUE NOTE

SERIES 1977

(HANES HOSIERY, INC. -  LESSEE)

NOTE ORDINANCE



AN ORDINANCE

AUTHORIZING THE ISSUANCE OF A $ 2 ,5 0 0 ,0 0 0  MARLBORO COUNTY, 
SOUTH CAROLINA, FIRST MORTGAGE INDUSTRIAL REVENUE NOTE, 
SERIES 1977 (HANES HOSIERY, INC. -  LESSEE), FOR THE PURPOSE 
OF FINANCING THE COST OF CONSTRUCTION, ACQUISITION AND 
EQUIPPING OF CERTAIN INDUSTRIAL F A C IL IT IE S; THE EXECUTION 
AND DELIVERY OF A LEASE AGREEMENT BETWEEN HANES HOSIERY,
INC. AND THE COUNTY (TOGETHER WITH AN ASSIGNMENT OF THE 
COUNTY'S INTEREST THEREIN); AND PROVIDING FOR THE SECURING 
OF SAID NOTE; AND OTHER MATTERS RELATING THERETO.

WHEREAS, M a r lb o ro  C o u n ty  i s  a u t h o r i z e d  an d  em pow ered  by 

th e  p r o v i s i o n s  o f  T i t l e  4 , C h a p te r  2 9 , Code o f  Laws o f  S o u th  

C a r o l i n a ,  1976 ( t h e  A c t ) ,  t o  a c q u i r e ,  ow n, im p r o v e , e q u i p ,  

l e a s e ,  d i s p o s e  o f  an d  m o r tg a g e  p r o p e r t i e s  i n  o r d e r  t h a t  t h e  

i n d u s t r i a l  d e v e lo p m e n t  o f  S o u th  C a r o l i n a  w i l l  be  p ro m o te d  

and  t r a d e  d e v e lo p e d  by  in d u c in g  m a n u f a c tu r in g  e n t e r p r i s e s  t o  

l o c a t e  and  re m a in  i n  S o u th  C a r o l i n a  a n d  th u s  u t i l i z e  and  

em p lo y  m anpow er an d  o t h e r  r e s o u r c e s  o f  S o u th  C a r o l i n a ,  and

WHEREAS, t h e  C o u n ty  i s  f u r t h e r  a u t h o r i z e d  by t h e  A c t t o  

i s s u e  r e v e n u e  b o n d s  o r  n o t e s  p a y a b le  by  th e  C o u n ty  s o l e l y  

o u t  o f  L e a se  R e n t a l s  ( a s  h e r e i n a f t e r  d e f i n e d ) ;  and

WHEREAS, t h e  C o u n ty  h a s  m ade a r r a n g e m e n ts  w i th  H anes 

H o s i e r y ,  I n c . , a  c o r p o r a t i o n  o r g a n i z e d  an d  e x i s t i n g  u n d e r  

t h e  la w s  o f  th e  S t a t e  o f  N o r th  C a r o l i n a  and  d u ly  q u a l i f i e d  

t o  d o  b u s i n e s s  i n  t h e  S t a t e  o f  S o u th  C a r o l i n a  ( h e r e i n a f t e r  

s o m e tim e s  r e f e r r e d  t o  a s  t h e  L e s s e e )  f o r  t h e  a c q u i s i t i o n ,  

c o n s t r u c t i o n  an d  e q u ip p in g  o f  f a c i l i t i e s  f o r  t h e  d y i n q ,  

p a c k a g in g  and  d i s t r i b u t i n g  o f  p a n ty  h o s e  in  t h e  C o u n ty ,  

i n c l u d i n g  th e  n e c e s s a r y  l a n d ,  b u i l d i n g  an d  e q u ip m e n t  ( t h e
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P r o j e c t )  w h ic h  w i l l  be o f  t h e  c h a r a c t e r  a n d  a c c o m p l i s h  th e  

p u r p o s e s  p r e s c r i b e d  by t h e  A c t ,  an d  t h e  C o u n ty  p r o p o s e s  t o  

e n t e r  i n t o  a  L e a s e  A g re e m e n t w i t h  t h e  L e s s e e  s p e c i f y i n g  th e  

te rm s  an d  c o n d i t i o n s  o f  t h e  a c q u i s i t i o n  o f  t h e  P r o j e c t  and  

t h e  l e a s i n g  t h e r e o f ;  an d

WHEREAS, i t  h a s  b e e n  d e t e r m in e d  t h a t  t h e  am o u n t now 

r e q u i r e d  t o  f i n a n c e  t h e  c o s t  o f  t h e  P r o j e c t ,  i n c l u d i n g  

n e c e s s a r y  e x p e n s e s  i n c i d e n t a l  t h e r e t o ,  w i l l  r e q u i r e  th e  

i n i t i a l  i s s u a n c e ,  s a l e  an d  d e l i v e r y  o f  a n o t e  h e r e i n a f t e r  

d e s i g n a t e d  a s  MARLBORO COUNTY, SOUTH CAROLINA, FIRST MORT­

GAGE INDUSTRIAL REVENUE NOTE, SERIES 1977 (HANES HOSIERY,

INC. -  LESSEE) i n  t h e  a g g r e g a t e  p r i n c i p a l  am o u n t o f  $ 2 ,5 0 0 ,0 0 0  

( th e  S e r i e s  1977 N o t e ) ; an d

WHEREAS, t h e  $ 2 ,5 0 0 ,0 0 0  a g g r e g a t e  p r i n c i p a l  am o u n t o f  

t h e  S e r i e s  1977 N o te  t o  b e  i s s u e d  i s  t o  b e  i n  s u b s t a n t i a l l y  

th e  fo rm  s e t  f o r t h  a s  E x h i b i t  C t o  t h e  L e a s e  A g re e m e n t 

( h e r e i n a f t e r  d e f i n e d )  w i th  n e c e s s a r y  an d  a p p r o p r i a t e  v a r i ­

a t i o n s ,  o m is s i o n s  a n d  i n s e r t i o n s  a s  p e r m i t t e d  o r  r e q u i r e d  by

t h i s  N o te  O r d in a n c e .

NOW, THEREFORE, BE IT  ORDAINED b y  t h e  M a r lb o ro  C o u n ty  

C o u n c i l  i n  m e e t in g  d u ly  a s s e m b le d :
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ARTICLE I

DEFINITIONS

SECTION 1 0 1 . The te r m s  d e f i n e d  in  t h i s  S e c t i o n  101 

( e x c e p t  a s  h e r e i n  o t h e r w i s e  e x p r e s s l y  p r o v id e d  f o r  o r  u n l e s s  

t h e  c o n t e x t  o t h e r w i s e  r e q u i r e d )  f o r  a l l  p u r p o s e s  o f  t h i s  

O r d in a n c e  a n d  o f  a n y  O r d in a n c e  s u p p le m e n ta l  o r  a m e n d a to ry  

h e r e t o  s h a l l  h a v e  t h e  r e s p e c t i v e  m e a n in g s  s p e c i f i e d  i n  t h i s

S e c t i o n  1 0 1 .

"ACT" m ean s  T i t l e  4 , C h a p te r  2 9 , Code o f  Laws o f  S o u th  

C a r o l i n a ,  1 9 7 6 .

"ADDITIONAL NOTES" m ean s  an y  N o te s  i s s u e d  p u r s u a n t  to

S e c t i o n  207 o f  t h i s  O r d in a n c e .

"CHAIRMAN" M eans t h e  c h i e f  e x e c u t i v e  o f f i c e r  o f  t h e  

C o u n ty  B o a rd . The te rm  s h a l l  a l s o  i n c l u d e  th e  d u ly  e l e c t e d  

o r  a p p o i n t e d  A c t in g  C h a irm a n  o r  V ic e  C h a irm a n  o f  t h e  C o u n ty  

B o a rd  w h e n e v e r ,  by r e a s o n  o f  a b s e n c e ,  i l l n e s s ,  o r  o t h e r  

r e a s o n ,  t h e  p e r s o n  who i s  t h e  C h a irm a n  i s  u n a b le  t o  a c t .

"CONSTRUCTION FUND" m ean s  t h e  fu n d  c r e a t e d  p u r s u a n t  t o

S e c t i o n  4 .3  o f  th e  L e a s e .

"COUNTY" m eans M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,  a body  

p o l i t i c  a n d  c o r p o r a t e  a n d  a  p o l i t i c a l  s u b d i v i s i o n  o f  th e  

S t a t e  o f  S o u th  C a r o l i n a ,  a n d  i t s  s u c c e s s o r s  an d  a s s i g n s .

"COUNTY BOARD" m eans t h e  M a r lb o ro  C o u n ty  C o u n c i l  a s  t h e  

g o v e r n in g  b o d y  o f  t h e  C o u n ty ,  an d  an y  s u c c e s s o r  b o d y .
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"DEPOSITORY" m eans W ach o v ia  Dank a n d  T r u s t  C om pany,

N. A .,  a s  D e p o s i t o r y  o f  t h e  C o n s t r u c t i o n  F u n d .

"LEASE AGREEMENT" m ean s  t h e  L e a s e  A g re e m e n t t o  b e  

e x e c u te d  by a n d  b e tw e e n  t h e  C o u n ty  an d  th e  L e s s e e  an d  t o  b e  

d a t e d  a s  o f  N ovem ber 1 , 1 9 7 7 , an d  an y  am en d m en ts  o r  s u p p l e ­

m e n ts  t h e r e t o .

"LEASE RENTALS" m eans a l l  o f  t h e  r e v e n u e s ,  r e n t s  an d  

r e c e i p t s  d e r i v e d  d i r e c t l y  o r  i n d i r e c t l y  fro m  t h e  l e a s i n g  o r  

s a l e  o f  th e  P r o j e c t  i n c l u d i n g  a l l  m oneys r e c e i v e d  u n d e r  t h e  

L e a se  A g re e m e n t ( e x c e p t in g  o n ly  a m o u n ts  p a id  p u r s u a n t  t o  

S e c t i o n s  5 . 5 ,  6 . 3 ,  8 .7  o r  1 0 .4  t h e r e o f ) .

"LESSEE" m e an s  H anes H o s i e r y ,  I n c . ,  a  c o r p o r a t i o n  

o r g a n iz e d  a n d  e x i s t i n g  u n d e r  t h e  la w s  o f  t h e  S t a t e  o f  N o r th  

C a r o l i n a ,  a n d  i t s  s u c c e s s o r s  an d  a s s i g n s  an d  an y  s u r v i v i n g ,  

r e s u l t i n g  o r  t r a n s f e r e e  c o r p o r a t i o n  a s  p r o v id e d  i n  S e c t i o n  

8 .3  o f  t h e  L e a s e  A g re e m e n t.

"MORTGAGE" m eans t h e  M o rtg a g e  a n d  S e c u r i t y  A g re e m e n t 

r e l a t i n g  t o  t h e  P r o j e c t  d a t e d  N ovem ber 1 , 1 9 7 7 , fro m  t h e  

C o u n ty  t o  t h e  M o r tg a g e e .

"MORTGAGEE" m eans W ach o v ia  Bank an d  T r u s t  C om pany, N. A . ,

t h e  P u r c h a s e r  o f  t h e  S e r i e s  1977 N o te .

"NOTES" m e an s  a l l  I n d u s t r i a l  R ev en u e  N o te s  o f  t h e

C o u n ty  i s s u e d  p u r s u a n t  t o  t h i s  O r d in a n c e .

"ORDINANCE" m eans t h i s  O rd in a n c e  o f  t h e  C o u n ty  B o ard  

a u t h o r i z i n g ,  am ong o t h e r  t h i n g s ,  t h e  i s s u a n c e  o f  t h e  S e r i e s  

1977 N o te , a s  t h e  sam e may b e  am en d ed  o r  s u p p le m e n te d  fro m

tim e  t o  t im e  i n  a c c o r d a n c e  w i t h  t h e  te r m s  h e r e o f .
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"SERIES 1977 NOTE" m eans t h e  $ 2 ,5 0 0 ,0 0 0  M a r lb o ro  

C o u n ty  F i r s t  M o rtg a g e  I n d u s t r i a l  R evenue N o te ,  S e r i e s  1977 

(H an es  H o s i e r y ,  I n c .  -  L e s s e e )  i s s u e d  p u r s u a n t  t o  t h i s  

Ord i n a n c e .
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J .L

T11E NOTES

SECTION 2 0 1 . RESTRICTION OF ISSUANCE OF NOTES. No 

N o te s  may be i s s u e d  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  O rd in a n c e  

e x c e p t  in  a c c o r d a n c e  w i th  t h i s  A r t i c l e .  T he t o t a l  p r i n c i p a l  

am o u n t o f  N o te s  t h a t  may b e  o u t s t a n d i n g  h e r e u n d e r  i s  h e r e b y  

e x p r e s s l y  l i m i t e d  to  $ 5 ,0 0 0 ,0 0 0 .

SECTION 2 0 2 . ISSUANCE OF SERIES 1977 NOTE. The S e r i e s  

1977 N o te  in  t h e  p r i n c i p a l  am o u n t o f  $ 2 ,5 0 0 ,0 0 0 ,  d a t e d  

a s  o f  t h e  d a t e  o f  d e l i v e r y  t h e r e o f ,  d e s i g n a t e d  M a r lb o ro  

C o u n ty , S o u th  C a r o l i n a  F i r s t  M o r tg a g e  I n d u s t r i a l  R evenue  

N o te , S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  L e s s e e )  s h a l l  b e

i s s u e d .  T he S e r i e s  1977 N o te  s h a l l  b e a r  i n t e r e s t  on  th e  

u n p a id  p r i n c i p a l  b a l a n c e  t h e r e o f  from  N ovem ber 1 ,  1977 a t  

t h e  r a t e  o f  5 -5 /8 %  p e r  annum  p a y a b l e  on  F e b r u a r y  1 , 1978 

an d  q u a r t e r l y  t h e r e a f t e r  on May 1 , A u g u s t 1, N ovem ber 1 an d  

F e b r u a r y  1 o f  e a c h  y e a r  u n t i l  p a y m e n t i n  f u l l  o f  t h e  p r i n c i p a l  

t h e r e o f  ( o r  i n  t h e  e v e n t  a n y  s u c h  d a t e  i s  n o t  a b u s i n e s s  d a y  

th e n  on  t h e  n e x t  s u c c e e d in g  b u s i n e s s  d a y  t h e r e a f t e r  w i th  i n t e r e s t  

a c c r u e d  t o  s u c h  d a y ) . T he p r i n c i p a l  o f  t h e  S e r i e s  1977 N o te  

s h a l l  m a tu r e  a s  f o l l o w s :  $ 1 2 ,5 0 0  on F e b r u a r y  1 , May 1 , A u g u s t 

1 an d  N ovem ber 1 i n  e a c h  o f  t h e  y e a r s  1980 t o  1 9 8 2 , i n c l u s i v e ,  

an d  $ 5 8 ,7 5 0  on F e b r u a r y  1 , May 1 , A u g u s t  1 an d  N ovem ber 1 i n  

e a c h  o f  t h e  y e a r s  1 9 8  J Lo 1 9 9 2 ,  i n c l u s i v e .

P a y m e n ts  o f  i n t e r e s t  m ade i n  r e s p e c t  o f  t h e  S e r i e s  1977 

N o te  s h a l l  b e  m ade a t  t h e  t im e s  s e t  f o r t h  a b o v e  to  t h e  M o r tg a g e e .  

The M o r tg a g e e  s h a l l  k e e p  a  r e c o r d  o f  a l l  s u c h  p a y m e n ts .
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SECTION 2 0 3 . EXECUTION; LIMITED OBLIGATION. T he N o te s

s h a l l  b e  e x e c u te d  on  b e h a l f  o f  t h e  C o u n ty  by t h e  C h a irm a n  

an d  t h e  c o r p o r a t e  s e a l  o f  t h e  C o u n ty  s h a l l  b e  im p r e s s e d  

t h e r e o n  a n d  a t t e s t e d  by t h e  C le r k  o f  t h e  C o u n ty  B o a r d .

I n  c a s e  a n y  o f f i c e r  w h o se  s i g n a t u r e  s h a l l  a p p e a r  on  th e  

N o te s  s h a l l  c e a s e  t o  be s u c h  o f f i c e r  b e f o r e  t h e  d e l i v e r y  o f  

t h e  N o t e s ,  s u c h  s i g n a u t r e  s h a l l  n e v e r t h e l e s s  be v a l i d  an d  

s u f f i c i e n t  f o r  a l l  p u r p o s e s ,  t h e  sam e a s  i f  s u c h  o f f i c e r  had 

r e m a in e d  i n  o f f i c e  u n t i l  d e l i v e r y .

T he N o te s ,  t o g e t h e r  w i th  i n t e r e s t  t h e r e o n ,  s h a l l  be 

l i m i t e d  o b l i g a t i o n s  o f  t h e  C o u n ty  p a y a b le  by t h e  C o u n ty  

s o l e l y  f ro m  t h e  L e a s e  R e n t a l s .  T he N o te s  do  n o t  now an d  

s h a l l  n e v e r  c o n s t i t u t e  an  i n d e b t e d n e s s  o f  t h e  C o u n ty  w i t h i n  

th e  m e a n in g  o f  a n y  s t a t e  c o n s t i t u t i o n a l  p r o v i s o n  o r  

s t a t u t o r y  l i m i t a t i o n  and  s h a l l  n e v e r  c o n s t i t u t e  n o r  g iv e  

r i s e  t o  a  p e c u n i a r y  l i a b i l i t y  o f  t h e  C o u n ty  o r  a  c h a r g e  

a g a i n s t  i t s  g e n e r a l  c r e d i t  o r  t a x i n g  p o w e r s .

SECTION 2 0 4 . FORM OF NOTES. The N o te s  s h a l l  be  s u b ­

s t a n t i a l l y  i n  t h e  fo rm  s e t  f o r t h  i n  E x h i b i t  C a t t a c h e d  t o  

t h e  L e a s e  A g re e m e n t w i th  s u c h  a p p r o p r i a t e  v a r i a t i o n s ,  o m is ­

s i o n s  a n d  i n s e r t i o n s  a s  a r e  p e r m i t t e d  o r  r e q u i r e d  by  t h e

O r d i n a n c e .

SECTION 2 0 5 . DELIVERY OF THE SERIFS 1977 NOTE. The

C o u n ty  s h a l l  e x e c u t e  an d  d e l i v e r  t o  t h e  M o rtg a g e e  o r  a 

r e p r e s e n t a t i v e  o f  t h e  M o r tg a g e e  t h e  S e r i e s  1977 N o te  i n  t h e  

p r i n c i p a l  am o u n t o f  $ 2 ,5 0 0 ,0 0 0 .
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SECTION 2 0 6 . MEDIUM OF PAYMENT. T he N o te s  s h a l l  be

p a y a b le  w i th  r e s p e c t  t o  p r i n c i p a l  a n d  i n t e r e s t ,  i n  F e d e r a l  

o r  o t h e r  im m e d ia te ly  a v a i l a b l e  f u n d s .

SECTION 2 0 7 . ISSUANCE OE ADDITIONAL N O TES. T h e

C o u n ty ,  a t  t h e  r e a u e s t  o f  t h e  L e s s e e  an d  t o  t h e  e x t e n t  

p e r m i t t e d  by la w  i n  e f f e c t  a t  t h e  t im e  t h e r o f , s h a l l  u s e  i t s  

b e s t  e f f o r t s  t o  i s s u e  A d d i t i o n a l  N o te s  fro m  t im e  t o  t im e  f o r

t h e  p u r p o s e  o f  r e f u n d i n g  a n y  N o te s  p r e v i o u s l y  i s s u e d  o r  

p r o v i d i n g  f o r  t h e  a c o u i s i t i o n  o f  a d d i t i o n a l  l a n d  o r  i n t e r e s t  

t h e r e i n  w i t h i n  t h e  C o u n ty  w h ic h  s h a l l  becom e p a r t  o f  t h e  

L e a s e d  Land (a s  d e f i n e d  i n  t h e  L e a s e  A g r e e m e n t ) , o r  f o r  t h e  

a c q u i s i t i o n ,  c o n s t r u c t i o n  o r  im p ro v e m e n t o f  b u i l d i n g s ,  

s t r u c t u r e s ,  f a c i l i t i e s ,  m a c h in e r y  o r  e q u ip m e n t ,  a l l  to  

becom e p a r t  o f  t h e  P r o j e c t  a n d  t o  b e  l o c a t e d  on  t h e  L e a s e d  

L and ( a s  d e f i n e d  in  t h e  L e a s e  A g re e m e n t)  on  a  p a r i t y  w i th  

t h e  S e r i e s  1977 N o te  an d  a n y  A d d i t i o n a l  N o te s  t h e r e t o f o r e  o r  

t h e r e a f t e r  i s s u e d  u n d e r  t h i s  O r d in a n c e .  The p r o c e e d s  o f  a n y  

A d d i t i o n a l  N o te s  s h a l l  b e  u s e d  s o l e l y  t o  r e f u n d  N o te s  o r  p ay  

t h e  c o s t s  o f  im p ro v e m e n t t o  t h e  P r o j e c t  a n d  t o  p a y  t h e  c o s t s  

i n c i d e n t  t o  t h e  i s s u a n c e  o f  t h e  A d d i t i o n a l  N o te s ,  in  a c c o r d ­

a n c e  w i th  S e c t i o n  8 .9  o f  t h e  L e a s e  A g re e m e n t .

Such  A d d i t i o n a l  N o te s  s h a l l  b e  i s s u e d  i n  s u c h  s e r i e s

an d  p r i n c i p a l  a m o u n ts ,  w i t h i n  t h e  l i m i t a t i o n s  h e r e i n  p r o ­

v i d e d ,  s h a l l  be d a t e d ,  s h a l l  b e a r  i n t e r e s t  a t  s u c h  r a t e  o r  

r a t e s ,  s h a l l  be s u b j e c t  t o  r e d e m p t io n  a t  s u c h  t i m e s  an d
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p r i c e s ,  an d  s h a l l  m a tu re  in  s u c h  y e a r s  a s  t h e  o r d in a n c e  

s u p p le m e n ta l  h e r e t o  a u t h o r i z i n g  t h e  i s s u a n c e  t h e r e o f  s h a l l

f i x  a n d  d e t e r m i n e .
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ARTICLE I I I

PREPAYMENT OE NOTES

SECTION 3 0 1 . NOTES PREPAYABLE. T he N o te s  s h a l l  b e  

s u b j e c t  t o  p re p a y m e n t in  th e  e v e n t  o f  (a ) e x e r c i s e  by  th e  

L e s s e e  o f  i t s  o p t i o n  t o  p u r c h a s e  t h e  P r o j e c t  a s  p r o v i d e d  in  

S e c t i o n  1 1 .2  o f  t h e  L e a se  A g re e m e n t, o r  (b) m a n d a to ry  

p u r c h a s e  o f  t h e  p r o j e c t  by th e  L e s s e e  p u r s u a n t  t o  S e c t i o n  

1 2 .2  o f  t h e  L e a s e  A g re e m e n t. I f  p r e p a i d  i n  a n y  o f  s u c h  

e v e n t s ,  t h e  N o te s  s h a l l  be  s u b j e c t  t o  p re p a y m e n t  by th e  

C o u n ty  a t  a n y  t im e ,  w h e th e r  o r  n o t  a n  i n t e r e s t  p a y m e n t d a t e ,  

in  w ho le  and  n o t  in  p a r t ,  a t  t h e  p r i n c i p a l  am o u n t t h e r e o f  

p l u s  a c c r u e d  i n t e r e s t  t o  th e  p re p a y m e n t  d a t e  a n d ,  b u t  o n ly  

in  t h e  e v e n t  o f  a  p re p a y m e n t a s  a  r e s u l t  o f  t h e  m a n d a to ry  

p u r c h a s e  o f  t h e  P r o j e c t  p u r s u a n t  to  S e c t i o n  1 2 .2  o f  th e  

L e a se  A g re e m e n t, a p re p a y m e n t p e n a l t y  o f  s i x  m o n th 's  

i n t e r e s t  on th e  p r i n c i p a l  am o u n t o f  t h e  N o te s  a t  t h e  t im e  

o u t s t a n d i n g  m u l t i p l i e d  by th e  num b er o f  s ix - m o n th  p e r i o d s ,  

o r  f r a c t i o n  t h e r e o f ,  b e tw e e n  t h e  d a t e  a s  o f  w h ic h  i n t e r e s t  

on th e  N o te s  i s  (o r  i s  d e te r m in e d  a s  p r o v id e d  in  S e c t i o n  1 2 .2  

o f  t h e  L e a s e  A g re em en t t o  b e ) t a x a b l e  a n d  th e  p re p a y m e n t  

d a t e .  I f  i t  s h a l l  o c c u r  t h a t  an y  p r i n c i p a l  i n s t a l l m e n t  on 

a n y  o f  t h e  N o te s  s h a l l  h av e  b e e n  p a id  s u b s e q u e n t  t o  t h e  d a t e  

a s  o f  w h ic h  i n t e r e s t  on th e  N o te s  b e c a m e , o r  w as so  d e te r m in e d  

to  h av e  b eco m e , t a x a b l e  b u t  p r i o r  t o  th e  p re p a y m e n t  o f  th e  N o te s  

from  th e  p u r c h a s e  p r i c e  d e r i v e d  fro m  t h e  m a n d a to ry  p u r c h a s e
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o f  t h e  P r o j e c t  by t h e  L e s s e e  p u r s u a n t  t o  S e c t i o n  1 2 .2  

o f  t h e  L e a s e  A g re e m e n t ,  t h e n  in  s u c h  e v e n t  t h e  h o l d e r  

t h e r e o f  s h a l l  be e n t i t l e d  t o  r e c e i v e  fro m  th e  p u r c h a s e  

p r i c e  be p a id  by th e  L e s s e e  p u r s u a n t  t o  S e c t i o n  1 2 .2  o f  

t h e  L e a s e  A g re e m e n t a p re p a y m e n t  p e n a l t y  co m p u ted  on su c h  

p r i n c i p a l  a m o u n ts  t o  t h e  d a t e  o f  t h e i r  p a y m e n t w h e th e r  a t  

m a t u r i t y  o r  by p r e p a y m e n t .

The S e r i e s  1977 N o te  may a l s o  b e  p r e p a i d  on an y  d a t e  

h e r e a f t e r ,  (w h e th e r  o r  n o t  s u c h  d a t e  i s  an  i n t e r e s t  p a y m e n t 

d a t e )  in  w h o le  o r  i n  p a r t  ( b u t  i f  i n  p a r t  i n  t h e  i n v e r s e  

o r d e r  o f  t h e  p r i n c i p a l  m a t u r i t i e s  o f  s a i d  N o te )  a t  t h e  

p re p a y m e n t  f e e s  ( e x p r e s s e d  a s  p e r c e n t a g e s  o f  t h e  p r i n c i p a l  

a m o u n t) s e t  f o r t h  i n  t h e  t a b l e  b e lo w  p l u s  a c c r u e d  i n t e r e s t  

t o  t h e  p re p a y m e n t  d a t e :

P re p a y m e n t D a te  P re p a y m e n t
(D a te s  I n c l u s i v e )  P r i c e

N ovem ber 1 , 1977 th r o u g h  O c to b e r  3 1 , 1987 103%
N ovem ber 1, 1987 an d  t h e r e a f t e r  100%

SECTION 3 0 2 . NOTICE OF PREPAYMENT. In  t h e  e v e n t  

a n y  N o te s  o r  p o r t i o n s  t h e r e o f  a r e  t o  b e  p r e p a i d ,  t h e  

C o u n ty  s h a l l  g i v e  w r i t t e n  n o t i c e  t o  t h e  h o l d e r  o r  h o l d e r s  

t h e r e o f  a t  t h e i r  a d d r e s s e s  a s  show n in  t h e  L e a s e  A g re em en t 

a t  l e a s t  f i v e  b u s i n e s s  d a y s  p r i o r  t o  t h e  d a t e  o f  p re p a y m e n t
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ARTICLE IV

LEASE AGREEMENT, MORTGAGE AND CLOSING DOCUMENTS

SECTION 4 0 1 . AUTHORIZATION OF LEASE AGREEMENT AND 

MORTGAGE. T he C h a irm a n  a n d  C le r k  o f  t h e  C o u n ty  B o ard  a r e  

h e r e b y  a u t h o r i z e d  an d  d i r e c t e d  t o  e x e c u t e ,  s e a l  and  d e l i v e r ,  

on  b e h a l f  o f  t h e  C o u n ty ,  t h e  L e a s e  A g re em en t an d  t h e  

M o rtg a g e  e a c h  i n  t h e  fo rm  h e r e t o f o r e  p r e s e n t e d  t o  t h e  C o u n ty  

B o a r d .  The C h a irm a n  o f  t h e  C o u n ty  B o a rd , h o w e v e r , i s  h e r e b y  

a u t h o r i z e d ,  p r i o r  t o  e x e c u t i o n  an d  d e l i v e r y  o f  t h e  L e a se  

A g re e m e n t a n d  t h e  M o rtg a g e  t o  make s u c h  c h a n g e s  o r  m o d i f i ­

c a t i o n s  i n  t h e  fo rm  o f  e i t h e r  o f  s u c h  a g r e e m e n ts  a s  may be  

r e q u i r e d  o r  d eem ed  a p p r o p r i a t e  by  him  i n  o r d e r  t o  a c c o m p l i s h  

t h e  p u r p o s e s  o f  t h e  t r a n s a c t i o n s  a u t h r o r i z e d  by t h i s  

O r d in a n c e .  T he e x e c u t i o n  and  d e l i v e r y  o f  t h e  L e a s e  

A g re e m e n t a n d  t h e  M o rtg a g e  by  t h e  C h a irm a n  and C le r k  o f  t h e  

C o u n ty  B o ard  s h a l l  be  c o n c l u s i v e  e v id e n c e  o f  t h e  d u e  

e x e c u t i o n  i n  a c c o r d a n c e  w i t h  t h e  O r d in a c n e ,  on b e h a l f  o f  t h e  

C o u n ty ,  o f  e a c h  s u c h  i n s t r u m e n t  w h ic h  s h a l l  t h e r e u p o n  becom e 

b i n d i n g  a n d  e n f o r c e a b l e  a g a i n s t  t h e  C o u n ty .

SECTION 4 0 2 . CLOSING DOCUMENTS. The C h a irm a n  an d  

C l e r k  o f  t h e  C o u n ty  B o a rd  a r e  f u l l y  em pow ered  a n d  a u t h o r i z e d

t o  t a k e  s u c h  f u r t h e r  a c t i o n  an d  t o  e x e c u t e  and d e l i v e r  su c h  

c l o s i n g  d o c u m e n ts  a s  may b e  n e c e s s a r y  an d  p r o p e r  t o  e f f e c t  

t h e  d e l i v e r y  o f  t h e  N o te s  i n  a c c o r d a n c e  w i th  t h e  te r m s  and  

c o n d i t i o n s  h e r e i n  s e t  f o r t h ,  an d  t h e  a c t i o n  o f  s u c h  o f f i c e r s
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o r  e i t h e r  o f  th e m  in  e x e c u t i n g  an d  d e l i v e r i n g  a n y  o f  s u c h  

d o c u m e n ts ,  i n  s u c h  fo rm  a s  h e  o r  t h e y  s h a l l  a p p r o v e ,  i s  

h e r e b y  f u l l y  a u t h o r i z e d .

SI.C't'JON 4 0 3 . CONDITION OF COUNTY'S O BLIG A TIO N ; PAYMENT

OF PRINCIPAL AND INTEREST. E ach  an d  e v e r y  c o v e n a n t  h e r e i n  

m ad e , i n c l u d i n g  a l l  c o v e n a n t s  c o n t a i n e d  i n  t h e  v a r i o u s  

s e c t i o n s  o f  t h i s  A r t i c l e  IV , i s  p r e d i c a t e d  u p o n  t h e  c o n d i ­

t i o n  t h a t  a n y  o b l i g a t i o n  f o r  t h e  p a y m e n t o f  m oney i n c u r r e d  

b y  t h e  C o u n ty  s h a l l  n o t  c r e a t e  a p e c u n i a r y  l i a b i l i t y  o f  t h e  

C o u n ty  o f  a c h a r g e  u p o n  i t s  g e n e r a l  c r e d i t  o r  a g a i n s t  i t s  

t a x i n g  p o w e rs ,  b u t  s h a l l  b e  p a y a b le  s o l e l y  fro m  t h e  L e a s e  

R e n t a l s  w h ic h  L e a s e  R e n t a l s  a r e  t o  b e  s p e c i f i c a l l y  p le d g e d  

t o  t h e  p a y m en t o f  t h e  N o te s  i n  t h e  m a n n e r  an d  t o  t h e  e x t e n t  

i n  t h i s  O r d in a n c e  an d  i n  t h e  M o r tg a g e  s p e c i f i e d  a n d  n o t h in g

i n  t h e  N o te s  o r  i n  t h i s  O r d in a n c e  s h a l l  b e  c o n s i d e r e d  a s

p l e d g i n g  a n y  o t h e r  f u n d s  o r  a s s e t s  o f  t h e  C o u n ty .

S u b j e c t  t o  t h e  f o r e g o i n g ,  t h e  C o u n ty  c o v e n a n t s  t h a t  i t  

w i l l  p r o m p t ly  p a y  t h e  p r i n c i p a l  o f  a n d  i n t e r e s t  on  t h e  N o te s  

a t  t h e  p l a c e ,  on  t h e  d a t e s  an d  i n  t h e  m a n n e r  p r o v id e d  h e r e i n  

an d  i n  t h e  N o te s  a c c o r d i n g  t o  t h e  t r u e  i n t e n t  a n d  m e a n in g

t h e r e o f .

SECTION 4 0 4 . PERFORMANCE OF COVENANTS; AUTHORITY OF 

COUNTY. T he C o u n ty  c o v e n a n t s  t h a t  i t  w i l l  f a i t h f u l l y  

p e r f o r m  a t  a l l  t i m e s  a n y  a n d  a l l  c o v e n a n t s ,  u n d e r t a k i n g s ,  

s t i p u l a t i o n s  a n d  p r o v i s i o n s  c o n t a i n e d  i n  t h e  O r d in a n c e ,  i n
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t h e  N o te s  an d  i n  a l l  p r o c e e d in g s  p e r t a i n i n g  t h e r e t o .  T he 

C o u n ty  r e p r e s e n t s  a n d  w a r r a n t s  t h a t  i t  i s  d u ly  a u t h o r i z e d

u n d e r  t h e  C o n s t i t u t i o n  and  la w s  o f  t h e  S t a t e  o f  S o u th

C a r o l i n a  t o  i s s u e  t h e  N o te s  a u t h o r i z e d  h e r e b y ,  t o  e n t e r  i n t o  

t h e  L e a s e  A g re e m e n t ,  an d  to  p le d g e  t h e  L e a s e  R e n t a l s  i n  t h e  

m an n er an d  t o  t h e  e x t e n t  h e r e i n  and  in  t h e  M o rtg a g e  s e t  

f o r t h ;  t h a t  a l l  a c t i o n s  on i t s  p a r t  f o r  t h e  i s s u a n c e  o f  t h e  

N o te s  w i l l  h a v e  b e e n  d u ly  an d  e f f e c t i v e l y  t a k e n  o n  o r  p r i o r  

t o  t h e  d a t e  o f  d e l i v e r y  t h e r e o f  and  t h a t  t h e  N o te s  in  t h e

h a n d s  o f  t h e  h o l d e r s  an d  o w n e rs  t h e r e o f  w i l l  be  v a l i d  a n d

b i n d i n g  o b l i g a t i o n s  o f  t h e  C o u n ty  i n  a c c o r d a n c e  w i t h  t h e i r

t e r m s .

SECTION 405 . INSTRUMENTS OF FURTHER ASSURANCE. T he

C o u n ty  c o v e n a n t s  t h a t  i t  w i l l  d o ,  e x e c u t e ,  a c k n o w le d g e  an d  

d e l i v e r  o r  c a u s e  t o  be  d o n e ,  e x e c u te d ,  a c k n o w le d g e d  an d  

d e l i v e r e d ,  s u c h  f u r t h e r  a c t s ,  i n s t r u m e n t s  an d  t h i n g s  a s  may 

b e  r e a s o n a b l y  r e q u i r e d  f o r  t h e  b e t t e r  a s s u r i n g ,  t r a n s f e r ­

r i n g ,  c o n v e y in g ,  p l e d g i n g ,  a s s i g n i n g  a n d  c o n f i r m i n g  u n to  t h e  

h o l d e r s  o f  t h e  N o te s  t h e  L e a s e  R e n t a l s  p le d g e d  i n  t h e  

M o rtg a g e  t o  t h e  p a y m e n t o f  t h e  p r i n c i p a l  o f  a n d  i n t e r e s t  on

t h e  N o te s .

T he C o u n ty  c o v e n a n t s  an d  a g r e e s  t h a t ,  e x c e p t  a s  h e r e i n  

p r o v i d e d ,  i t  w i l l  n o t  s e l l ,  c o n v e y ,  m o r tg a g e ,  e n c u m b e r  o r  

o t h e r w i s e  d i s p o s e  o f  a n y  p a r t  o f  t h e  L e a s e  R e n t a l s .
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ARTICLE V

CUSTODY ANIJ APPLICATION OF PROCEEDS OI? NOTES

SECTION 5 0 1 . CONSTRUCTION FUND; DISBURSEMENTS. T h e re  

i s  h e r e b y  c r e a t e d  an d  e s t a b l i s h e d  w i th  t h e  D e p o s i to r y  a 

t r u s t  fu n d  t o  b e a r  t h e  d e s i g n a t i o n  " M a r lb o ro  C o u n ty  (H anes 

P r o j e c t )  1977 I n d u s t r i a l  C o n s t r u c t i o n  F u n d " .  A l l  o f  th e  

p r o c e e d s  o f  t h e  i s s u a n c e  an d  d e l i v e r y  o f  t h e  S e r i e s  1977 

N o te  s h a l l  be  d e p o s i t e d  in  t h e  C o n s t r u c t i o n  F u n d . M oneys in  

t h e  C o n s t r u c t i o n  Fund s h a l l  be  e x p e n d e d  f o r  t h e  c o s t  o f  t h e  

f a c i l i t i e s  i n  a c c o r d a n c e  w i th  t h e  p r o v i s i o n s  o f  t h e  L e a se  

A g re e m e n t an d  p a r t i c u l a r l y  S e c t i o n  4 .3  t h e r e o f .

T he D e p o s i to r y  i s  h e r e b y  a u t h o r i z e d  an d  d i r e c t e d  t o  

m ake p a y m e n ts  o u t  o f  t h e  C o n s t r u c t i o n  F und i n  a c c o r d a n c e  

w i th  A r t i c l e  IV o f  t h e  L e a s e  A g re e m e n t.

T he D e p o s i to r y  s h a l l  k e e p  an d  m a i n t a i n  r e c o r d s  p e r t a i n ­

in g  t o  t h e  i n v e s t m e n t s  o f  m oneys i n  t h e  C o n s t r u c t i o n  Fund

a n d  a l l  d i s b u r s e m e n t s  th e r e f r o m  an d  a f t e r  t h e  L e s s e e  s h a l l  

h a v e  c e r t i f i e d  t h a t  t h e  P r o j e c t  h a s  b e e n  c o m p le te d  a s  

p r o v id e d  i n  S e c t i o n  4 .5  o f  t h e  L e a s e  A g re e m e n t t h e  

D e p o s i to r y  s h a l l ,  i f  r e q u i r e d  by  t h e  L e s s e e ,  f i l e  c o p i e s  o f  

s u c h  r e c o r d s  t h e r e o f  w i th  t h e  C o u n ty ,  w i th  t h e  M o rtg a g e e  and

w i th  t h e  L e s s e e .
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AUTICI.K VI

MISCELLANEOUS

SECTION 6 0 1 . SEVERABILITY. I f  a n y  p r o v i s i o n  o f  t h e

O r d i n a n c e  s h a l l  1x3 h e l d  o r  d e e m e d  t o  h e  o r  s h a l l  i n  f a c t  b e

i n o p e r a t i v e  o r  u n e n f o r c e a b l e  a s  a p p l i e d  i n  a n y  p a r t i c u l a r  

c a s e  i n  a n y  j u r i s d i c t i o n  o r  j u r i s d i c t i o n s  o r  in  a l l  j u r i s ­

d i c t i o n s ,  o r  i n  a l l  c a s e s  b e c a u s e  i t  c o n f l i c t s  w i th  a n y  

o t h e r  p r o v i s i o n  o r  p r o v i s i o n s  h e r e o f  o r  a n y  C o n s t i t u t i o n  o r  

s t a t u t e  o r  r u l e  o f  la w  o r  p u b l i c  p o l i c y ,  o r  f o r  an y  o t h e r  

r e a s o n ,  s u c h  c i r c u m s t a n c e s  s h a l l  n o t  h a v e  t h e  e f f e c t  o f  

r e n d e r i n g  t h e  p r o v i s i o n  i n  q u e s t i o n  i n o p e r a t i v e  o r  u n e n f o r c e ­

a b l e  i n  a n y  o t h e r  c a s e  o r  c i r c u m s t a n c e ,  o r  o f  r e n d e r i n g  an y  

o t h e r  p r o v i s i o n  o r  p r o v i s i o n s  h e r e i n  c o n t a i n e d  i n v a l i d ,  

i n o p e r a t i v e  o r  u n e n f o r c e a b l e  t o  a n y  e x t e n t  w h a te v e r .

T he i n v a l i d i t y  o f  a n y  o n e  o r  m o re  p h r a s e s ,  s e n t e n c e s ,  

c l a u s e s  o r  s e c t i o n s  i n  t h e  O r d in a n c e  c o n t a i n e d ,  s h a l l  n o t  

a f f e c t  t h e  r e m a in in g  p o r t i o n s  o f  t h e  O r d in a n c e ,  o r  a n y  p a r t

t h e r e o f .

SECTIO N  b 0 2 . PAYMENTS DUE ON SATURDAYS , SUNDAYS AND 

HOLIDAYS. I f  a n y  p r i n c i p a l  o f  o r  i n t e r e s t  o n  t h e  N o te  f a l l s  

d u e  o n  a S a t u r d a y ,  S u n d ay  o r  p u b l i c  h o l i d a y  a t  t h e  p l a c e  o f  

p a y m e n t t h e r e o f ,  t h e n  su c h  d u e  d a t e  s h a l l  be  e x te n d e d  t o  t h e  

n e x t  s u c c e e d i n g  f u l l  b u s i n e s s  d a y  a t  s u c h  p l a c e  and  i n t e r e s t  

s h a l l  be  p a y a b le  i n  r e s p e c t  o f  s u c h  e x t e n s i o n .
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SECTION 6 0 3 . COUNTERPARTS. T h i s  O r d in a n c e  s h a l l  be

e x e c u te d  by  t h e  C o u n ty  B o a rd  i n  s e v e r a l  c o u n t e r p a r t s  , e a c h  

o f  w h ic h  s h a l l  be  an  o r i g i n a l  an d  a l l  o f  w h ic h  s h a l l

c o n s t i t u t e  b u t  o n e  a n d  t h e  sam e i n s t r u m e n t .

SECTION 6 0 4 . ORDINANCE CONSTITUTES CONTRACT. I n

c o n s i d e r a t i o n  o f  t h e  p u r c h a s e  an d  a c c e p t a n c e  o f  t h e  N o te s  by 

t h e  p u r c h a s e r s  t h e r e o f ,  t h i s  O r d in a n c e  s h a l l  f o r  a l l  

p u r p o s e s  b e  deem ed  t o  be a n d  s h a l l  c o n s t i t u t e  a c o n t r a c t  

b e tw e e n  t h e  C o u n ty  a n d  t h e  h o l d e r s  fro m  t im e  t o  t im e  o f  t h e

N o t e s .
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STATE OE SOUTH CAROLINA

COUNTY OF MARLBORO

1 , t h e  u n d e r s i g n e d  C le r k  o f  t h e  M a r lb o ro  C o u n ty  C o u n c i l  

do h e r e b y  c e r t i f y  t h a t  t h e  f o r e g o i n g  i s  a t r u e ,  c o r r e c t  and 

v e r b a t i m  c o p y  o f  a n  O r d in a n c e  d u l y  a d o p te d  by  t h e  M a r lb o ro  

C o u n ty  C o u n c i l  h a v in g  b e e n  r e a d  a t  t h r e e  d u l y  c a l l e d  m e e t in g s

o f  s a i d  C o u n ty  C o u n c i l  o n ______________ , 1977  , _________  __ , 1977

a n d ___________ , 1977 .

W itn e s s  my h a n d  a n d  s e a l  o f  t h e  M a r lb o ro  C o u n ty  C o u n c i l  

t h i s  _____ d a y  o f  ___________ , 1 9 7 7 .

C l e r k ,  M a r lb o ro  C o u n ty  C o u n c i l

(SEAL)



MARLBORO COUNTY, SOUTH CAROLINA

AND

HANES HOSIERY, INC.

LEASE AGREEMENT

D a te d  a s  o f  N ovem ber 1 ,  1977



THIS LEASE AGREEMENT d a t e d  a s  o f  N ovem ber 1 , 1 9 7 7 , 

b e tw e e n  M a r lb o ro  C o u n ty , a b o d y  p o l i t i c  and  c o r p o r a t e  an d  a

p e l  i I i e.i I nubd i v i n i on o f  I lie S t a l e  o f  Sen I b C a r o l i n a ,  

a c t i n g  by and  th r o u g h  th e  M a r lb o r o  C o u n ty  C o u n c il, ( th e  

C o u n ty  B o ard ) a s  t h e  g o v e r n in g  body o f  M a r lb o ro  C o u n ty , 

p a r t y  o f  th e  f i r s t  p a r t ,  a n d  H an es H o s i e r y ,  I n c . ,  a  c o r p o r a  

t i o n  o r g a n iz e d  an d  e x i s t i n g  u n d e r  t h e  la w s  o f  t h e  S t a t e  o f  

N o r th  C a r o l i n a ,  d u ly  q u a l i f i e d  t o  do  b u s i n e s s  i n  S o u th  

C a r o l i n a ,  p a r t y  o f  th e  s e c o n d  p a r t .

W I T N E S S E T H :

I n  c o n s i d e r a t i o n  o f  t h e  r e s p e c t i v e  r e p r e s e n t a t i o n s  and  

a g re e m e n ts  h e r e i n a f t e r  c o n t a i n e d ,  t h e  p a r t i e s  h e r e t o  a g r e e  

a s  f o l l o w s  ( p r o v id e d ,  t h a t  i n  t h e  p e r f o r m a n c e  o f  t h e  a g r e e ­

m e n ts  o f  th e  p a r t y  o f  t h e  f i r s t  p a r t  h e r e i n  c o n t a i n e d ,  any  

o b l i g a t i o n  i t  may t h e r e b y  i n c u r  f o r  t h e  p a y m e n t o f  money 

s h a l l  n o t  c r e a t e  a  p e c u n i a r y  l i a b i l i t y  o r  c h a r g e  upon  i t s  

g e n e r a l  c r e d i t  o r  t a x i n g  p o w e rs  b u t  s h a l l  be  p a y a b le  s o l e l y  

o u t  o f  th e  p r o c e e d s  d e r i v e d  fro m  t h i s  A g re e m e n t, t h e  i s s u ­

a n c e  o f  th e  N o te  r e f e r r e d  t o  i n  S e c t i o n  1 .1  h e r e o f  a n d  th e  

i n s u r a n c e  p r o c e e d s ,  p r o c e e d s  fro m  p r o p e r t y  r e l e a s e d  i n  

a c c o r d a n c e  w i th  S e c t i o n s  6 .2  o r  1 1 .3  h e r e o f ,  a n d  co n d em n a­

t i o n  a w ard s  a s  h e r e i n  p r o v i d e d ) :



ART 11 1.1: I

P E E 1N 1T1OND AND INTERPRETATIONS

SECTION 1 . 1 .  C e r t a i n  te rm s  u s e d  i n  t h i s  L e a se  A g re e ­

m e n t  a r e  d e l i n e d  h e r e i n .  W hen u s e d  h e r e i n ,  s u c h  t e r m s  s h a l l  

h a v e  Lhc m e a n in g s  g iv e n  to  them  by th e  la n g u a g e  e m p lo y e d  i n  

t h i s  A r t i c l e  1 d e f i n i n g  s u c h  t e r m s ,  u n l e s s  t h e  c o n t e x t  

c l e a r l y  i n d i c a t e s  o t h e r w i s e .

SECTION 1 . 2 . The f o l l o w i n g  te r m s  a r e  d e f i n e d  te rm s  

u n d e r  t h i s  L e a s e  A g re e m e n t:

"ACT" m ean s  T i t l e  4 , C h a p te r  2 9 , Code o f  Laws o f  S o u th  

C a r o l i n a ,  1 9 7 6 .

"ADDITIONAL NOTES" m eans th e  A d d i t i o n a l  N o te s  o f  th e  

C o u n ty  i s s u e d  p u r s u a n t  t o  S e c t i o n  2 0 7  o f  t h e  N o te  O r d i n a n c e .

"AGREEMENT" o r  "LEASE AGREEMENT" m eans t h e  w i t h i n  L e a se  

A g re e m e n t b e tw e e n  th e  C o u n ty  an d  th e  L e s s e e .

"AUTHORIZED LESSEE REPRESENTATIVE" m eans t h e  p e r s o n  a t  

t h e  t im e  d e s i g n a t e d  t o  a c t  i n  b e h a l f  o f  th e  L e s s e e  by w r i t ­

t e n  c e r t i f i c a t e  f u r n i s h e d  t o  t h e  C o u n ty  an d  t h e  M o r tg a g e e  

c o n t a i n i n g  t h e  s p e c im e n  s i g n a t u r e  o f  s u c h  p e r s o n  an d  s ig n e d  

on  b e h a l f  o f  t h e  L e s s e e  by  t h e  p r e s i d e n t  o r  a n y  v i c e  p r e s ­

i d e n t  o f  t h e  L e s s e e .

"BUILDING" m ean s t h o s e  c e r t a i n  b u i l d i n g s  an d  a l l  o t h e r  

f a c i l i t i e s  fo r m in g  a  p a r t  o f  t h e  P r o j e c t  an d  n o t  c o n s t i t u t ­

in g  p a r t  o f  t h e  L e a se d  E q u ip m e n t w h ic h  a r e  l o c a t e d  o r  a r e
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r e q u i r e d  by S e c t i o n  4 .1 ( a )  ’ p r o o f  t o  be  c o n s t r u c t e d  on th e  

L e a se d  L a n d , a s  th e y  may a t  a n y  t im e  e x i s t ,  i n c l u d i n g  an y  

a i r  c o n d i t i o n i n g  an d  h e a t i n g  s y s te m s  (a n d  a n y  r e p l a c e m e n t s  

t h e r e o f ) ,  a l l  o f  w h ic h  s h a l l  be  deem ed f i x t u r e s .

"CHAIRMAN" m eans t h e  c h i e f  e x e c u t i v e  o f f i c e r  o f  t h e  

C o u n ty  B o a r d .  The te rm  s h a l l  a l s o  i n c l u d e  th e  V ic e  C h a irm a n  

o f  t h e  C o u n ty  B o a rd  w h e n e v e r ,  by  r e a s o n  o f  a b s e n c e ,  i l l n e s s ,  

o r  o t h e r  r e a s o n ,  th e  p e r s o n  who i s  t h e  C h a irm a n  i s  u n a b le  to

a c t .

"COMPLETION DATE" m eans t h e  d a t e  o f  c o m p le t io n  o f  th e  

c o n s t r u c t i o n  o f  th e  B u i ld in g  a n d  t h e  i n s t a l l a t i o n  t h e r e i n  o f  

t h e  L e a se d  E q u ip m e n t a s  t h a t  d a t e  s h a l l  be c e r t i f i e d  a s  

p r o v id e d  in  S e c t i o n  4 .5  h e r e o f .

"CONSTRUCTION FUND" m e an s  th e  C o n s t r u c t i o n  Fund  c r e a t e d  

i n  a c c o r d a n c e  w i th  t h e  p r o v i s i o n s  o f  S e c t i o n  4 .3  h e r e o f .

"CONSTRUCTION PERIOD" m e an s  t h e  p e r i o d  b e tw e e n  t h e  b e ­

g i n n in g  o f  c o n s t r u c t i o n  o r  t h e  d a t e  on  w h ic h  a n y  N o te s  a r e  

d e l i v e r e d  t o  t h e  p u r c h a s e r  t h e r e o f  (w h ic h e v e r  i s  e a r l i e r )  

a n d  t h e  C o m p le t io n  D a te .

"COUNTY" m eans M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,  a  body  

p o l i t i c  an d  c o r p o r a t e ,  a n d  i t s  s u c c e s s o r s  an d  a s s i g n s .

"COUNTY BOARD" m eans t h e  M a r lb o r o  C o u n ty  C o u n c i l  and  

a n y  s u c c e s s o r  b o d y .

"GUARANTOR" m eans H an es  C o r p o r a t i o n ,  a  N o r th  C a r o l i n a  

c o r p o r a t i o n ,  i t s  s u c c e s s o r s  a n d  a s s i g n s ,  a n d  an y  s u r v i v i n g ,  

r e s u l t i n g  o r  t r a n s f e r e e  c o r p o r a t i o n  a s  p r o v id e d  i n  S e c t i o n  

2 .6  o f  t h e  G u a r a n te e  A g re e m e n t .
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"GUARANTY AGREEMENT" m ean s t h e  a g r e e m e n t  b e tw e e n  th e  

H an es  C o r p o r a t i o n  an d  th e  M o r tg a g e e ,  d a t e d  a s  o f  N ovem ber 

1 , 1 9 7 7 , b y  w h ic h  H an es  C o r p o r a t i o n  u n c o n d i t i o n a l l y  g u a r ­

a n te e : ;  th e  I n J I  an d  p ro m p t p a y m en t ot t h e  p r i n c i p a l ,  p re p a y m e n t 

p e n a l t y ,  i f  a n y ,  a n d  i n t e r e s t  on th e  N o te s .  The G u a ra n ty  

A g re e m e n t i s  a t t a c h e d  h e r e t o  a s  E x h i b i t  " b " .

"INDEPENDENT COUNSEL" m ean s an  a t t o r n e y  d u ly  a d m i t t e d  

t o  p r a c t i c e  law  b e f o r e  th e  h i g h e s t  c o u r t  o f  an y  s t a t e  and  

n o t  a n  e m p lo y e e  o f  e i t h e r  t h e  C o u n ty  o r  t h e  L e s s e e .

"INDEPENDENT ENGINEER" m eans an e n g i n e e r  o r  e n g i n e e r i n g  

f i r m  r e g i s t e r e d  a n d  q u a l i f i e d  t o  p r a c t i c e  t h e  p r o f e s s i o n  o f  

e n g i n e e r i n g  u n d e r  th e  la w s  o f  S o u th  C a r o l i n a  an d  who o r  

w h ic h  i s  n o t  a f u l l - t i m e  e m p lo y e e  o f  e i t h e r  t h e  C o u n ty  o r

t h e  L e s s e e .

"LEASE TERM" m ean s t h e  d u r a t i o n  o f  t h e  l e a s e h o l d  e s t a t e  

i n  t h i s  A g re e m e n t a s  s p e c i f i e d  in  S e c t i o n  5 .1  h e r e o f .

"LEASED EQUIPMENT" m ean s t h o s e  i t e m s  o f  m a c h i n e r y ,  

e q u ip m e n t  an d  r e l a t e d  p r o p e r t y  r e q u i r e d  h e r e i n  t o  b e  a c ­

q u i r e d  a n d  i n s t a l l e d  i n  t h e  B u i ld in g  o r  e l s e w h e r e  on  t h e  

L e a s e d  L and w i t h  p r o c e e d s  fro m  th e  s a l e  o f  t h e  N o te s  o r  th e  

p r o c e e d s  o f  a n y  p a y m e n t by t h e  L e s s e e  p u r s u a n t  t o  S e c t i o n  

4 .6  h e r e o f  an d  a n y  i te m  o f  m a c h in e r y ,  e q u ip m e n t  an d  r e l a t e d  

p i < »p« • i I y . teg u i i < •< I .nut i n : ; I <i I I e< I in ::t i l t  i I n I i on t h e  r e I  o r  .tin  I 

r e n e w a l s  a n d  r e p l a c e m e n t s  t h e r e o f  p u r s u a n t  t o  th e  p r o v i s i o n s  

o f  S e c t i o n s  4 . 1 ( b ) ,  6 . 1 ,  6 . 2 ( a ) ,  7 .1  an d  7 .2  h e r e o f  an d  i s  

f u r t h e r  d e f i n e d  a s  a l l  p r o p e r t y  owned by  t h e  C o u n ty  a n d  h e re b y
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l o u s e d  t o  t l io  l e s s e e  w h i c h  i s  noL  i n c l u d e d  i n  t h e  d e f i n i t i o n  

o f  L e a s e d  L an d  o r  B u i l d i n g ,  b u t  n o t  i n c l u d i n g  L e s s e e 's  own 

m a c h in e r y  an d  e q u ip m e n t  i n s t a l l e d  u n d e r  t h e  p r o v i s i o n s  o f  

S e c t i o n  9 .7  h e r e o f .  L e a se d  E q u ip m e n t i s  m ore p a r t i c u l a r l y  

d e s c r i b e d  i n  E x h i b i t  "B" a t t a c h e d  h e r e t o  w h ic h ,  by t h i s  

r e f e r e n c e  t h e r e t o ,  i s  i n c o r p o r a t e d  h e r e i n .

"LEASED LAND" m eans t h e  r e a l  p r o p e r t y  a n d  i n t e r e s t  

t h e r e i n  a n d  th e  e a s e m e n ts  d e s c r i b e d  i n  E x h i b i t  "A" a t t a c h e d  

h e r e t o  w h ic h ,  by t h i s  r e f e r e n c e  t h e r e t o ,  i s  i n c o r p o r a t e d

h e r e i n .

"LESSEE" m eans ( i )  p a r t y  o f  t h e  s e c o n d  p a r t  h e r e t o  and  

i t s  s u c c e s s o r s  a n d  a s s i g n s  a n d  ( i i )  an y  s u r v i v i n g ,  r e s u l t i n g  

o r  t r a n s f e r e e  c o r p o r a t i o n  a s  p r o v id e d  i n  S e c t i o n  8 .3  h e r e o f .

"LICENSED ENGINEER" m ean s an  e n g i n e e r  o r  e n g i n e e r i n g  

f i r m  r e g i s t e r e d  a n d  q u a l i f i e d  t o  p r a c t i c e  t h e  p r o f e s s i o n  o f  

e n g i n e e r i n g  u n d e r  t h e  la w s  o f  S o u th  C a r o l i n a .

"MORTGAGE" m ean s t h e  M o rtg a g e  a n d  S e c u r i t y  A g re em en t 

g iv e n  by  t h e  C o u n ty  t o  W ach o v ia  Bank an d  T r u s t  C om pany, N.

A . ,  a s  M o r tg a g e e , o f  e v e n  d a t e  h e r e w i t h ,  p u r s u a n t  to  w h ic h  

th e  C o u n t y 's  i n t e r e s t  i n  t h i s  A g re e m e n t and  th e  l e a s e  r e n t a l s  

r e v e n u e s  an d  r e c e i p t s  r e c e i v e d  by th e  C o u n ty  fro m  th e  P r o j e c t  

( e x c e p t  p a y m e n ts  p u r s u a n t  t o  S e c t i o n s  5 . 5 ,  6 . 3 ,  8 .7  o r  1 0 .4  

oT t h i s  A g r e e m e n t )  . i r e  p l e d g e d  m id th e  P r o j e c t  i s  m o r tg a g e d  

a s  s e c u r i t y  f o r  t h e  p a y m e n t  o f  p r i n c i p a l ,  p r e p a y m e n t  p e n a l t y ,  

i f  a n y ,  and  i n t e r e s t  on th e  N o te s .
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"MORTGAGEE" m ean s  W ach o v ia  Bank and  T r u s t  C om pany, N.

A . , a s  h o l d e r  o f  th e  S e r i e s  1977 N o te  and  M o rtg a g e  o f  t h e  

C o u n ty , i t s  s u c c e s s o r s  an d  a s s i g n s .

"NET PR O CEED S", w h en  u s e d  w i th  r e s p e c t  to  .m y in s u r a n c e  

o r  c o n d e m n a tio n  a w a rd , m eans th e  g r o s s  p r o c e e d s  from  th e  

i n s u r a n c e  o r  c o n d e m n a tio n  aw ard  w i th  r e s p e c t  to  w h ic h  t h a t  

te r m  i s  u s e d  r e m a in in g  a f t e r  p a y m en t o f  a l l  e x p e n s e s  ( i n ­

c l u d i n g  a t t o r n e y s ’ f e e s  an d  a n y  o t h e r  c o l l e c t i o n  e x p e n s e s )  

i n c u r r e d  in  th e  c o l l e c t i o n  o f  s u c h  g r o s s  p r o c e e d s .

"NOTES" m eans t h e  I n d u s t r i a l  R evenue  N o te s  o f  a l l  

s e r i e s  i s s u e d  by  th e  C o u n ty  p u r s u a n t  t o  th e  N o te  O r d in a n c e .

"NOTE ORDINANCE" m e an s  th e  O rd in a n c e  a d o p te d  by  th e  

C o u n ty  B o a rd  p r o v i d i n g  f o r  th e  t e r m s  an d  p r o v i s i o n s  o f  th e  

N o te s ,  an d  an y  o r d i n a n c e  s u p p le m e n ta l  t h e r e o f  an d  any  am end­

m e n t t h e r e t o .

"PENALTY RATE" s h a l l  be i n t e r e s t  a t  t h e  r a t e  o f  

tw e lv e  p e r c e n t  (12%) p e r  annum .

"PERMITTED ENCUMBRANCES" m e a n s , a s  o f  an y  p a r t i c u l a r  

t im e ,  ( i )  l i e n s  f o r  ad  v a lo re m  t a x e s  n o t  th e n  d e l i n q u e n t ,  

( i i )  t h i s  A g re e m e n t a n d  t h e  M o r tg a g e ,  ( i i i )  u t i l i t y ,  a c c e s s  

a n d  o t h e r  e a s e m e n ts  a n d  r i g h t s  o f  w ay , f l o o d  r i g h t s ,  e n ­

c r o a c h m e n ts  an d  l e a s e s  t h a t  a  L ic e n s e d  E n g in e e r  and  th e  

A u th o r i z e d  L e s s e e  R e p r e s e n t a t i v e  c e r t i f y  w i l l  n o t  i n t e r f e r e
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w i t h  o r  i m p a i r  t h e  o p e r a t i o n s  b e in g  c o n d u c te d  in  th e  B u i ld ­

in g  ( o r ,  i f  no o p e r a t i o n s  a r e  b e in g  c o n d u c te d  t h e r e i n ,  th e  

o p e r a t i o n s  f o r  w h ic h  th e  B u i ld in g  was d e s i g n e d  o r  l a s t  

m o d if ie d )  ( i v )  s u c h  m in o r  d e l e c t s , i r r e g u l a r i t i e s ,  encum ­

b r a n c e s ,  e a s e m e n t s ,  r i g h t s  o f  w ay , an d  c l o u d s  on t i t l e  a s  

n o r m a l ly  e x i s t  w i th  r e s p e c t  t o  p r o p e r t i e s  s i m i l a r  i n  c h a r ­

a c t e r  t o  t h e  P r o j e c t  a n d  a s  d o  n o t ,  i n  t h e  o p i n i o n  o f  an  

I n d e p e n d e n t  C o u n s e l  a c c e p t a b l e  to  th e  M o r tg a g e e  an d  to  th e  

A u th o r iz e d  L e s s e e  R e p r e s e n t a t i v e ,  m a t e r i a l l y  im p a i r  th e  

p r o p e r t y  a f f e c t e d  t h e r e b y  f o r  th e  p u r p o s e  f o r  w h ic h  i t  was 

a c q u i r e d  o r  i s  h e l d  by  t h e  C o u n ty , an d  (v) m e c h a n i c 's  an d  

m a t e r i a l m e n 's  l i e n s  n o t  f i l e d  o r  p e r f e c t e d  in  th e  m an n er 

p r e s c r i b e d  by  C h a p t e r  5 , T i t l e  4 5 , C ode o f  Laws o f  S o u th  

C a r o l i n a ,  1 9 6 2 , a s  i n  e f f e c t  on th e  d a t e  h e r e o f ,  o r  o t h e r ­

w is e .

"PROJECT" m ean s t h e  L e a se d  L a n d , t h e  B u i l d i n g  and  th e  

L e a se d  E q u ip m e n t.

"SERIES 1977 NOTE" m eans th e  $ 2 ,5 0 0 ,0 0 0  F i r s t  M o rtg a g e  

I n d u s t r i a l  R ev e n u e  N o te ,  S e r i e s  1977 (H an es  H o s i e r y ,  I n c  -  

L e s s e e )  o f  t h e  C o u n ty , s e c u r e d  by t h e  M o r tg a g e ,  an d  th e  

p r o c e e d s  o f  w h ic h  w i l l  b e  u s e d  t o  f i n a n c e  t h e  a c q u i s i t i o n ,  

c o n s t r u c t i o n  an d  e q u ip p in g  o f  th e  P r o j e c t .  T he S e r i e s  

1977 N o te  s h a l l  b e  s u b s t a n t i a l l y  in th e  fo rm  o f  t h e  a t t a c h e d

E x h i b i t  " C " .
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SECTION 1 .3 .  The w o rd s  " h e r e o f " ,  " h e r e i n " ,  " h e r e u n d e r  

an d  o t h e r  w o rd s  o f  s i m i l a r  im p o r t  r e f e r  to  t h i s  L e a se  A g re e ­

m e n t a s  a  w h o le .

SECTION 1 .4 .  R e f e r e n c e s  t o  A r t i c l e s ,  S e c t i o n s ,  and 

o t h e r  s u b d i v i s i o n s  o f  t h i s  L e a s e  A g re e m e n t a r e  t o  t h e  d e s ­

i g n a t e d  A r t i c l e s ,  S e c t i o n s ,  a n d  o t h e r  s u b d i v i s i o n s  o f  t h i s

L e a s e  A g re e m e n t a s  o r i g i n a l l y  e x e c u t e d .

SECTION 1 .5 .  T he h e a d in g s  o f  t h i s  L e a s e  A g re e m e n t a r e  

f o r  c o n v e n ie n c e  o n l y  a n d  s h a l l  n o t  d e f i n e  o r  l i m i t  th e  

p r o v i s i o n s  h e r e o f .
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ARTICLE I I

REPRESENTATIONS

SIX'TluN .’. . 1 .  • (»i t •:it ♦ n t .i» ion". I >y I In ‘ (o iin  ly  . lln*

C o u n ty  m akes t h e  f o l l o w i n g  r e p r e s e n t a t i o n s  a s  t h e  b a s i s  f o r  

t h e  u n d e r t a k i n g s  on  i t s  p a r t  h e r e i n  c o n t a i n e d :

(a )  T he C o u n ty  i s  a  b o d y  p o l i t i c  an d  c o r p o r a t e  

a n d  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  S t a t e  o f  S o u th  

C a r o l i n a ,  a n d  i s  a u t h o r i z e d  a n d  em pow ered  by th e  

p r o v i s i o n s  o f  t h e  A c t t o  e n t e r  i n t o  t h e  t r a n s a c t i o n s  

c o n te m p la t e d  by t h i s  A g re e m e n t a n d  t o  c a r r y  o u t  i t s  o b ­

l i g a t i o n s  h e r e u n d e r .  The P r o j e c t  c o n s t i t u t e s  a n d  w i l l  

c o n s t i t u t e  a  " p r o j e c t "  w i t h i n  t h e  m e an in g  o f  t h e  A c t .

By p r o p e r  a c t i o n  by th e  C o u n ty  B o a rd  a n d  t h e  S t a t e  

B u d g e t a n d  C o n t r o l  B o ard  o f  S o u th  C a r o l i n a ,  t h e  C o u n ty  

h a s  b e e n  d u ly  a u t h o r i z e d  t o  d e l i v e r  t h i s  A g re e m e n t.

(b) T he C o u n ty  h a s  a c q u i r e d  by d e e d  o f  t h e  L e s s e e  

r e c o r d e d  s i m u l t a n e o u s l y  h e r e w i t h ,  t h e  L e a se d  L an d , a n d  

h a s  a u t h o r i z e d ,  a n d  d o e s  h e re b y  a u t h o r i z e ,  th e  L e s s e e  

t o  c o n s t r u c t  t h e r e o n  t h e  B u i l d i n g ,  t o  a c q u i r e  and  

i n s t a l l  t h e  L e a s e d  E q u ip m e n t in  t h e  B u i ld in g  o r  on  t h e  

L e a s e d  L a n d , t o  a c q u i r e  an d  i n s t a l l  a l l  o t h e r  t h i n g s  

deem ed  n e c e s s a r y  i n  c o n n e c t io n  w i t h  t h e  P r o j e c t ;  an d  

t h e  C o u n ty  p r o p o s e s  t o  l e a s e  t h e  P r o j e c t  t o  t h e  L e s s e e  

an d  t o  s e l l  t h e  P r o j e c t  t o  t h e  L e s s e e  a t  t h e  e x p i r a t i o n  

o r  e a r l i e r  t e r m i n a t i o n  o f  t h e  L e a s e  T erm , a l l  f o r  t h e
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p u r p o s e s  o f  p ro m o tin g  th e  i n d u s t r i a l  d e v e lo p m e n t ,  

d e v e l o p i n g  t r a d e ,  an d  u t i l i z i n g  an d  e m p lo y in g  th e  

m a n p o w er, a g r i c u l t u r a l  p r o d u c t s  an d  n a t u r a l  r e s o u r c e s

o f  S o u th  C a r o l i n a .

( c ,  H e r e t o f o r e ,  th e  C o u n ty  B o ard  an d  th e  L e s s e e  

d i d  a g r e e  t h a t  th e  C o u n ty  w o u ld  f i n a n c e  t h e  c o s t  o f  

a c q u i r i n g  th e  L e a se d  Land a n d  c o n s t r u c t i n g  and  e q u i p ­

p in g  o f  f a c i l i t i e s  f o r  th e  d y e i n g ,  p a c k a g in g  and  d i s ­

t r i b u t i o n  o f  p a n ty  h o se  t h e r e o n  t h r o u g h  th e  i s s u a n c e  o f  

an  i n d u s t r i a l  r e v e n u e  n o te  p u r s u a n t  t o  t h e  A c t .  The 

L e s s e e  e s t i m a t e s  t h a t  su c h  c o s t  w i l l  am o u n t to  $ 2 ,5 0 0 ,0 0 0 ,  

c o n s i s t i n g  o f  a p p r o x im a te ly  $ 5 0 ,0 0 0  f o r  t h e  L e a se d  

L a n d , a p p r o x im a te ly  $ 1 ,7 0 0 ,0 0 0  f o r  t h e  c o n s t r u c t i o n  o f  

t h e  B u i l d i n g ,  an d  a p p r o x im a te ly  $ 7 5 0 ,0 0 0  f o r  t h e  c o s t  

o f  t h e  L e a se d  E q u ip m e n t, a n d  L e s s e e  h a s  a g r e e d  t h a t  i t  

w i l l  b e a r  a l l  e x p e n s e s  i n  e x c e s s  o f  t h e  am o u n t o f  th e  

p r o c e e d s  d e r i v e d  from  th e  s a l e  o f  t h e  N o te s .  On t h a t  

b a s i s  t h e  C o u n ty  now p r o p o s e s  to  i s s u e  t h e  S e r i e s  1977 

N o te  in  t h e  fo rm  o f  a  s i n g l e  f u l l y  r e g i s t e r e d  N o te  in  

t h e  a g g r e g a t e  p r i n c i p a l  am o u n t o f  $ 2 ,5 0 0 ,0 0 0 ,  d a t e d  a s  

t h e  d a t e  o f  d e l i v e r y  t h e r e o f ,  w h ic h  w i l l  m a tu r e  and  

b e a r  i n t e r e s t ,  an d  w h ic h  w i l l  be  s u b j e c t  to  p re p a y m e n t  

on t h e  o c c a s i o n s  an d  a t  s u c h  p e n a l t i e s  a s  p r o v id e d  in  

t h e  N o te  O r d in a n c e  in  o r d e r  to  f i n a n c e  th e  c o s t  o f  

a c q u i r i n g ,  c o n s t r u c t i n g  an d  e q u ip p in g  th e  P r o j e c t .
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SECTION 2 . 2 . R e p r e s e n ta t i o n s  by th e  L e s s e e . The 

L e s s e e  m akes th e  f o l l o w in g  r e p r e s e n t a t i o n s  a s  th e  b a s i s  f o r

t h e  u n d e r t a k in g  on i t s  p a r t  h e r e i n  c o n t a i n e d :

(,i) T lic  l,<vss<‘«> i s  .1 c o r p o r a t i o n  d u l y  i n c o r p o r a t e d  

u n d e r  th e  la w s  o f  th e  S t a t e  o f  N o r th  C a r o l i n a ,  i s  in  

good  s t a n d i n g  u n d e r  i t s  C h a r t e r  and  th e  law s o f  N o r th  

C a r o l i n a  an d  o f  S o u th  C a r o l i n a ,  and h a s  pow er t o  e n t e r  

i n t o  t h i s  A g re em en t an d  by p r o p e r  c o r p o r a t e  a c t i o n  h a s  

b e e n  d u ly  a u t h o r i z e d  t o  e x e c u te  and  d e l i v e r  t h i s  A g re e ­

m e n t.

(b) N e i t h e r  th e  e x e c u t i o n  and  d e l i v e r y  o f  t h i s  

A g re e m e n t, t h e  c o n su m m atio n  o f  th e  t r a n s a c t i o n s  c o n te m ­

p l a t e d  h e r e b y ,  n o r  th e  f u l f i l l m e n t  o f  o r  c o m p lia n c e

w i th  th e  te rm s  an d  c o n d i t i o n s  o f  t h i s  A g re e m e n t, c o n f l i c t  

w i th  o r  r e s u l t  i n  a b r e a c h  o f  a n y  o f  t h e  t e r m s ,  c o n d i ­

t i o n s  o r  p r o v i s i o n s  o f  any  c o r p o r a t e  r e s t r i c t i o n  o r  an y  

a g re e m e n t  o r  i n s t r u m e n t  t o  w h ic h  th e  L e s s e e  i s  now a 

p a r t y  o r  by w h ic h  i t  i s  b o u n d , o r  c o n s t i t u t e  a  d e f a u l t  

u n d e r  any  o f  th e  f o r e g o i n g ,  o r  r e s u l t  i n  th e  c r e a t i o n  

o r  i m p o s i t i o n  o f  an y  l i e n ,  c h a r g e  o r  e n c u m b ra n c e  o f  

a n y  n a t u r e  w h a ts o e v e r  upon any  o f  th e  p r o p e r t y  o r  

a s s e t s  o f  t h e  L e s s e e  u n d e r  t h e  te r m s  o f  any  i n s t r u m e n t  

o r  a g r e e m e n t .

(c) R e ly in g  upon th e  a g re e m e n t  o f  th e  C o u n ty  to  

f i n a n c e  th e  c o s t  o f  a c q u i r i n g ,  c o n s t r u c t i n g  a n d  e q u ip p in g
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t h e  P r o j e c t  a s  a f o r e s a i d ,  t h e  L e s s e e  h a s  a c q u i r e d  th e  

L e a s e d  Land a n d  p r o c e e d e d  w i th  th e  c o n s t r u c t i o n  o f  th e  

B u i l d i n g .

(d) T h is  L e a se  A g re e m e n t, u n d e r  w h ic h  th e  C o u n ty  

a c q u i r e s  th e  P r o j e c t ,  l e a s e s  an d  h e r e a f t e r  c o n v e y s  th e  

P r o j e c t  t o  t h e  L e s s e e ,  i s  t h e  m e th o d  e m p lo y e d  by th e  

L e s s e e  i n  f i n a n c i n g  th e  a c q u i s i t i o n  o f  t h e  P r o j e c t  and  

i n  e f f e c t i n g  t h e  p a y m e n t o f  th e  N o te s .

(e ) I n  o r d e r  t o  p r o v i d e  a f u r t h e r  in d u c e m e n t to  

t h e  p u r c h a s e  o f  t h e  S e r i e s  1977 N o te , H anes C o r p o r a t io n  

o f  w h ic h  th e  L e s s e e  i s  a  s u b s i d i a r y ,  h a s  e n t e r e d  i n t o  

t h e  G u a r a n ty  A g re e m e n t w i th  th e  M o r tg a g e e .

( f )  A l l  p r o c e e d s  d e r i v e d  f ro m  t h e  s a l e  o f  t h e  

S e r i e s  1977 N o te  w i l l  b e  u s e d  t o  a c q u i r e  t h e  P r o j e c t ,  

w h ic h  c o n s i s t s  e n t i r e l y  o f  la n d  an d  p r o p e r t y  o f  a  

c h a r a c t e r  s u b j e c t  to  t h e  a l lo w a n c e  f o r  d e p r e c i a t i o n  a s  

p r e s c r i b e d  i n  S e c t i o n  103 ( b ) (6) (A) a n d  (D) o f  th e  

I n t e r n a l  R evenue  C ode o f  1 9 5 4 , a s  a m e n d e d , and  no p a r t  

o f  t h e  p r o c e e d s  o f  t h e  N o te s  w i l l  b e  u s e d  t o  f i n a n c e  

i n v e n t o r y  o r  f o r  w o rk in g  c a p i t a l .
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ARTICLE I I I

DEMISING CLAUSES

SECTION 3 . 1 . D em ise  o f  t h e  L e a s e d  I ,a n d , B u i ld in g

and__t he Le a ned  J^v n jn iien t • T he C o u n ty  d o m in o s  an d  l e a s e s  t o

th e  L e s s e e ,  a n d  t h e  L e s s e e  l e a s e s  fro m  t h e  C o u n ty ,  th e  

L e a s e d  L a n d , t h e  B u i l d i n g  a n d  t h e  L e a s e d  E q u ip m e n t a t  th e  

r e n t a l  s e t  f o r t h  i n  S e c t i o n  5 .3  h e r e o f ,  an d  i n  a c c o r d a n c e  

w i t h  t h e  p r o v i s i o n s  o f  t h i s  A g re e m e n t.

SECTION 3 . 2 . W a r ra n ty  o f  T i t l e . T he C o u n ty  w a r r a n t s  

t h a t  i t  h a s  a c q u i r e d  a  g o o d  an d  m a r k e t a b l e  f e e  s im p le  t i t l e  

t o  t h e  L e a se d  L a n d , f r e e  fro m  a l l  e n c u m b r a n c e s  o t h e r  th a n  

P e r m i t t e d  E n c u m b ra n c e s , an d  t h e  C o u n ty  w i l l  f u r n i s h ,  a t  t h e  

t im e  o f  t h e  d e l i v e r y  o f  t h e  N o te s ,  a  w r i t t e n  o p i n i o n  o f  

I n d e p e n d e n t  C o u n s e l  a c c e p t a b l e  t o  t h e  M o r tg a g e e  an d  t o  t h e  

A u th o r iz e d  L e s s e e  R e p r e s e n t a t i v e  t h a t  i t  h a s  g o o d  and  m a r­

k e t a b l e  f e e  s im p le  t i t l e  t o  t h e  L e a s e d  L a n d , s u b j e c t  t o  

P e r m i t t e d  E n c u m b ra n c e s .

SECTION 3 . 3 . T i t l e  I n s u r a n c e . A t t h e  t im e  o f  th e  

d e l i v e r y  o f  t h e  N o te s ,  t h e  C o u n ty  w i l l  p r o v i d e  a M o rtg a g e e  

T i t l e  I n s u r a n c e  P o l i c y  (o r  an  a p p r o p r i a t e  B in d e r )  upon  t h e  

L e a se d  L and a n d  B u i l d i n g  i s s u e d  by  a  Com pany a p p ro v e d  by th e  

M o rtg a g e e  i n s u r i n g  t h e  l i e n  o f  t h e  M o rtg a g e  upon  th e  L e a se d  

Land an d  B u i l d i n g ,  w hen c o m p le te d ,  s u b j e c t  Lo no  encum ­

b r a n c e s  o t h e r  t h a n  P e r m i t t e d  E n c u m b ra n c e s ,  i n  t h e  am ount o f  

n o t  l e s s  th a n  $ 1 ,7 5 0 ,0 0 0 ,  w h ic h  i s  th e  e s t i m a t e d  v a lu e  o f
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t h e  L e a s e d  L and an d  B u i l d i n g .  Any N et P r o c e e d s  t h e r e f r o m  

s h a l l  b e  p a i d  t o  th e  M o rtg a g e e  t o  b e  a p p l i e d  a g a i n s t  p r i n  

c i p a l  p a y m e n ts  on th e  N o te s  i n  i n v e r s e  o r d e r  o f  m a t u r i t y .
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ARTICLE IV

C< >MI’LlIT I ON OF THE PROJECT; ISSUANCE 
OF.T m F S E R I |:S 1977 NOTE; CONSTRUCTION l'UNI)

SECTION 4 . 1 . A qij/e 'iu 'ii I Io  C< »n:. I i n et, and Egu i p th e  

Im i I»I i ii' | <>ii I ho  I .<•.»: ;«u 1 1,.u n i .  The C o u n ty  ha:: a c q u i r e d  I ho 

L e n se d  L an d , by d e e d  o f  t h e  L e s s e e .  The l e s s e e  a g r e e s  t h a t  

i t  w i l l  e x e r c i s e  t h e  a u t h o r i z a t i o n s  g iv e n  t o  i t  by t h e  

C o u n ty  a s  s e t  f o r t h  in  S e c t i o n  2 .1 ( b )  a n d :

(a )  I t  w i l l  c a u s e  t h e  B u i ld in g  t o  be  c o m p le te d  on 

t h e  L e a s e d  L and w h o l ly  w i t h i n  th e  b o u n d a ry  l i n e  t h e r e o f  

w h ic h  w i l l  be  u t i l i z e d  i n  a c c o r d a n c e  w i th  a  g e n e r a l  

d e s c r i p t i o n  h e r e t o f o r e  f u r n i s h e d  t o  t h e  C o u n ty  by  th e

L e s s e e .

(b) I t  w i l l  c a u s e  t o  be a c q u i r e d  and  i n s t a l l e d  i n  

t h e  B u i l d i n g  o r  on  t h e  L e a se d  Land f o r  u s e  o f  t h e  

L e s s e e  t h e  L e a se d  E q u ip m e n t,  t o  c o n s i s t  o f  t h e  m a c h in ­

e r y ,  e q u ip m e n t  an d  r e l a t e d  p r o p e r t y  d e s c r i b e d  i n  th e  

g e n e r a l  l i s t  t h e r e o f  i n  E x h i b i t  "B" a t t a c h e d  h e r e t o ,  

a n d  i n c o r p o r a t e d  h e r e i n  by r e f e r e n c e  t h e r e t o ,  a n d  su c h  

o t h e r  i t e m s  o f  m a c h in e r y  a n d  e q u ip m e n t  an d  an y  t r a n s ­

p o r t a t i o n  f a c i l i t y  an d  e q u ip m e n t  u s e d  a s  an  i n t e g r a l  

p a r t  o f  t h e  P r o j e c t ,  w h ic h  in  L e s s e e 's  ju d g m e n t may be 

n e c e s s a r y  f o r  o p e r a t i o n  o f  th e  P r o j e c t .

T he L e s s e e  a g r e e s  t o  c o m p le te  t h e  c o n s t r u c t i o n  o f  th e  

B u i ld in g  an d  t h e  a c q u i s i t i o n  a n d  i n s t a l l a t i o n  o f  t h e  L e a se d
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E qu ipm en t a s  p ro m p tly  .1:; p r a c t i c a b l e  a l t e r  r e c e i p t  ol Liu: 

p r o c e e d s  d e r i v e d  from  t h e  s a l e  o f  t h e  S e r i e s  1977 N o te .

SECTION 4 . 2 . A> 1 r eom en t  t  <> I s s u e  S e r i e s  1977 N o te  ;

App l i c a t i o n  o f  N o te  P r o c e e d s . In  o r d e r  to  p r o v id e  fu n d s  f o r  

p ay m en t o f  th e  c o s t s  o f  t h e  P r o j e c t ,  th e  C o u n ty  a g r e e s  t h a t  

i t  w i l l  by D ecem ber 3 1 , 1 9 7 7 , e x e c u te  an d  d e l i v e r  th e  

S e r i e s  1977 N o te  and  c a u s e  i t  t o  b e  d e l i v e r e d  t o  t h e  M o rt­

g a g e e  a n d  i t  w i l l  t h e r e u p o n  d e p o s i t  i n  t h e  C o n s t r u c t i o n  F und 

t h e  p r o c e e d s  r e c e i v e d  fro m  s a i d  s a l e .

SECTION 4 . 3 . E s t a b l i s h m e n t  o f  C o n s t r u c t i o n  F und ; D is ­

b u r s e m e n ts  from  th e  C o n s t r u c t i o n  F u n d . N o t l a t e r  th a n  t h e

o c c a s i o n  o f  th e  d e l i v e r y  o f  th e  S e r i e s  1977 N o te ,  t h e  C o u n ty  

w i l l  e s t a b l i s h  th e  C o n s t r u c t i o n  F u n d , in  a bank  a p p ro v e d  by 

t h e  L e s s e e  and  th e  M o r tg a g e e . W ith d ra w a ls  from  th e  C o n s t r u e  

t i o n  F und  s h a l l  be m ade o n ly  u p o n  t h e  s i g n a t u r e  o f  th e  

A u th o r iz e d  L e s s e e  R e p r e s e n t a t i v e .  The m oneys in  t h e  Con­

s t r u c t i o n  F und w i l l  b e  u s e d  f o r  t h e  f o l l o w i n g  p u r p o s e s  ( b u t ,  

s u b j e c t  to  th e  p r o v i s i o n s  o f  S e c t i o n  4 .9  h e r e o f ,  f o r  no 

o t h e r  p u r p o s e s ) :

(a ) The f e e s  f o r  r e c o r d i n g  t h e  d e e d  w h e re b y  t h e  

L e a se d  Land i s  c o n v e y e d  t o  th e  C o u n ty , t h i s  A g re e m e n t, 

t h e  M o rtg a g e  an d  a n y  t i t l e  c u r a t i v e  d o c u m e n ts  t h a t  

e i t h e r  t h e  M o r t g a g e e ,  t h e  L e s s e e  o r  I n d e p e n d e n t  C o u n se l 

may deem d e s i r a b l e  to  f i l e  i o r  r e c o r d  in  o r d e r  to  p e r ­

f e c t  o r  p r o t e c t  t h e  t i t l e  o f  t h e  C o u n ty  t o  t h e  L e a se d
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L an d  o r  t o  p e r f e c t  o r  p r o t e c t  th e  l i e n  an d  s e c u r i t y  

i n t e r e s t  o f  th e  m o r tg a g e  on th e  P r o j e c t ;  and  th e  f e e s  

a n d  e x p e n s e s  i n  c o n n e c t i o n  w i th  any  a c t i o n s  o r  p r o ­

c e e d i n g s  I l i a )  e i t h e r  t h e  M o r t g a g e e ,  t h e  L e s s e e  o r  t h e  

I n d e p e n d e n t  C o u n s e l  may deem d e s i r a b l e  t o  b r in g  in  

o r d e r  t o  p e r f e c t  o r  p r o t e c t  t h e  t i t l e  o f  th e  C o u n ty  to  

t h e  L e a s e d  Land o r  t o  p e r f e c t  t h e  l i e n  an d  s e c u r i t y  

i n t e r e s t  o f  t h e  M o rtg a g e  on th e  P r o j e c t .

(b ) P ay m en t to  t h e  L e s s e e  an d  t h e  C o u n ty , a s  t h e  

c a s e  may b e ,  o f  s u c h  a m o u n ts ,  i f  a n y , a s  s h a l l  be 

n e c e s s a r y  t o  r e im b u r s e  th e  L e s s e e  and  th e  C o u n ty  in  

f u l l  f o r  a d v a n c e s  a n d  p a y m e n ts  m ade by  them  o r  e i t h e r  

o f  th em  p r i o r  t o  o r  a f t e r  th e  d e l i v e r y  o f  t h e  N o te s  

f o r  e x p e n d i t u r e s  i n  c o n n e c t io n  w i th  ( i )  t h e  a c q u i s i t i o n  

b y  t h e  C o u n ty  o f  t i t l e  t o  th e  L e a se d  L an d , i n c l u d i n g  

t h e  c o s t  o f  t h e  L e a s e d  L and an d  th e  p r e p a r a t i o n  o f  

p l a n s  a n d  s p e c i f i c a t i o n s  f o r  t h e  P r o j e c t  ( i n c l u d i n g  an y  

p r e l i m i n a r y  s tu d y  o r  p la n n in g  o f  th e  P r o j e c t  o r  an y  

a s p e c t  t h e r e o f )  an d  ( i i )  c l e a r i n g  th e  L e a se d  L an d , t h e  

c o n s t r u c t i o n  o f  t h e  B u i l d i n g ,  t h e  a c q u i s i t i o n  and  

i n s t a l l a t i o n  o f  th e  L e a se d  E q u ip m e n t, and a l l  c o n ­

s t r u c t i o n ,  a c q u i s i t i o n  an d  i n s t a l l a t i o n  e x p e n s e s  r e ­

q u i r e d  to  p r o v i d e  u t i l i t y  s e r v i c e s  o r  o t h e r  f a c i l i t i e s ,  

a n d  a l l  r e a l  o r  p e r s o n a l  p r o p e r t i e s  deem ed n e c e s s a r y  in  

c o n n e c t i o n  w i th  th e  P r o j e c t  ( i n c l u d i n g  a r c h i t e c t u r a l ,
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e n g i n e e r i n g  an d  s u p e r v i s o r y  s e r v i c e s  w i t h  r e s p e c t  to  

a n y  o f  th e  f o r e g o i n g ) .

(c ) P ay m en t o f  t h e  c o s t  o f  t i t l e  i n s u r a n c e ,  

l e g a l ,  f i n a n c i n g  an d  a c c o u n t in g  f e e s  an d  e x p e n s e s  an d  

p r i n t i n g  a n d  e n g r a v in g  c o s t s ,  i f  a n y ,  i n c u r r e d  i n  

c o n n e c t i o n  w i t h  th e  a u t h o r i z a t i o n ,  s a l e  an d  i s s u a n c e  o f  

t h e  N o te ,  th e  p r e p a r a t i o n  o f  t h i s  A g re e m e n t ,  t h e  M o rt­

g a g e  a n d  a l l  o t h e r  d o c u m e n ts  in  c o n n e c t i o n  t h e r e w i t h  

an d  i n  c o n n e c t i o n  w i th  th e  a c q u i s i t i o n  o f  t i t l e  t o  t h e  

L e a s e d  Land a n d  B u i l d i n g .

(d) P ay m en t f o r  l a b o r ,  s e r v i c e s ,  m a t e r i a l s  an d  

s u p p l i e s  u s e d  o r  f u r n i s h e d  i n  s i t e  im p ro v e m e n t a n d  i n  

t h e  c o n s t r u c t i o n  o f  t h e  B u i l d i n g ,  p a y m e n t f o r  a l l  c o s t s  

i n c i d e n t  t o  t h e  a c q u i s i t i o n  an d  i n s t a l l a t i o n  o f  t h e  

L e a s e d  E q u ip m e n t,  p a y m en t f o r  t h e  c o s t  o f  t h e  c o n s t r u c ­

t i o n ,  a c q u i s i t i o n  a n d  i n s t a l l a t i o n  o f  u t i l i t y  s e r v i c e s  

o r  o t h e r  f a c i l i t i e s ,  a n d  a l l  r e a l  an d  p e r s o n a l  p r o p e r t y  

d eem ed  n e c e s s a r y  in  c o n n e c t io n  w i t h  t h e  P r o j e c t  and  

p a y m e n t f o r  t h e  m i s c e l l a n e o u s  e x p e n s e s  i n c i d e n t a l  t o  

a n y  o f  t h e  f o r e g o in g  i t e m s  i n c l u d i n g  t h e  p rem iu m  on a n y  

s u r e t y  b o n d .

(c )  P ay m en t o f  t h e  f e e s ,  o r  o u t - o f - p o c k e t  e x ­

p e n s e s ,  i f  a n y ,  f o r  a r c h i t e c t u r a l ,  e n g i n e e r i n g  an d  

s u p e r v i s o r y  s e r v i c e s  w i t h  r e s p e c t  to  t h e  P r o j e c t .

( f )  To s u c h  e x t e n t  a s  th e y  s h a l l  n o t  b e  p a i d  by 

a  c o n t r a c t o r  f o r  c o n s t r u c t i o n  w i t h  r e s p e c t  t o  a n y  p a r t
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o f  th e  P r o j e c t ,  p a y m e n t o f  th e  p rem ium  on a l l  i n s u r a n c e  

r e q u i r e d  t o  b e  t a k e n  o u t  and  m a in t a in e d  d u r in g  th e  C on­

s t r u c t i o n  P e r io d  u n d e r  t h i s  A g re e m e n t, o r  r e im b u r s e m e n t

t h e r e o f  i t  p a id  by  th e  b>.--.se<>.

(g) P ay m en t o f  th e  t a x e s ,  a s s e s s m e n t s  an d  o t h e r  

c h a r g e s ,  i f  a n y , r e f e r r e d  t o  in  S e c t i o n  6 .3  h e r e o f  t h a t  

may becom e p a y a b le  d u r i n g  th e  C o n s t r u c t i o n  P e r i o d ,  o r  

r e im b u r s e m e n t  t h e r e o f  i f  p a i d  by  th e  L e s s e e .

(h) P a y m e n t o f  e x p e n s e s  i n c u r r e d  w i t h  a p p r o v a l  o f  

t h e  L e s s e e  in  s e e k in g  to  e n f o r c e  an y  rem ed y  a g a i n s t  an y  

c o n t r a c t o r  o r  s u b c o n t r a c t o r  in  r e s p e c t  o f  a n y  d e f a u l t  

u n d e r  a c o n t r a c t  r e l a t i n g  t o  t h e  P r o j e c t .

( i )  P a y m e n t o f  a n y  o t h e r  c o s t s  an d  e x p e n s e s  

r e l a t i n g  t o  t h e  P r o j e c t ,  i n c l u d i n g  p ay m en t o f  th e  f e e s  

a n d  e x p e n s e s  o f  t h e  b an k  a c t i n g  a s  c u s t o d i a n  o f  t h e  

C o n s t r u c t i o n  F u n d .

( j )  A l l  m oneys r e m a in in g  in  t h e  C o n s t r u c t i o n  Fund 

a f t e r  c o m p le t io n  o f  t h e  B u i l d i n g  an d  a c q u i s i t i o n  an d  

i n s t a l l a t i o n  o f  t h e  L e a s e d  E q u ip m e n t and  p ay m en t in  

f u l l  o f  t h e  c o s t s  t h e r e o f ,  an d  a f t e r  p a y m en t o f  a l l  

o t h e r  i t e m s  p r o v id e d  f o r  in  t h e  p r e c e d i n g  s u b s e c t i o n s  

(a )  t o  ( i ) , i n c l u s i v e ,  o f  t h i s  S e c t i o n ,  s h a l l  be a p p l i e d  

t o  th e  p a y m e n ts  a s  th e y  becom e d u e  on th e  N o te s ,  

e x c e p t  f o r  a m o u n ts  r e t a i n e d  in  t h e  C o n s t r u c t i o n  F und 

w i th  t h e  a p p r o v a l  o f  t h e  A u th o r iz e d  L e s s e e  R e p r e s e n -
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LuLive Lor payment, of P r o j e c t  c o s t s  n o t th en  duo and 

p a y a b le ;  an y  b a l a n c e  r e m a in in g  o f  s u c h  r e t a i n e d  fu n d s  

a f t e r  f u l l  p ay m en t o f  a l l  su c h  P r o j e c t  c o s t s  t o  be 

a p p l i e d  t o  th e  p a y m e n ts  a s  th e y  becom e d u e  on th e  N o te s

I t  i s  f u r t h e r  a g r e e d  t h a t :

(1) On t h e  o c c a s io n  o f  e a c h  p a y m e n t from  th e

C o n s t r u c t i o n  Fund  i n  a c c o r d a n c e  w i th  th e  p r e c e d in g  p r o ­

v i s i o n s  o f  t h i s  S e c t i o n ,  t h e  A u th o r iz e d  L e s s e e  R e p re ­

s e n t a t i v e  s h a l l  f i l e  a w r i t t e n  c e r t i f i c a t e  w i th  t h e  

Bank a c t i n g  a s  c u s t o d i a n  o f  th e  C o n s t r u c t i o n  Fund and  

w i th  th e  M o rtg a g e e  e s t a b l i s h i n g :  ( i )  t h a t  n o n e  o f  th e

i t e m s  f o r  w h ic h  th e  p a y m e n t i s  b e in g  m ade h a s  fo rm ed  

t h e  b a s i s  f o r  a n y  p a y m en t t h e r e t o f o r e  made from  t h e  

C o n s t r u c t i o n  Fund a n d  ( i i )  t h a t  e a c h  i t e m  f o r  w h ic h  th e  

p a y m en t i s  b e in g  m ade i s  o r  w as n e c e s s a r y  in  c o n n e c t io n  

w i th  th e  P r o j e c t ,  i s  in  c o n fo rm a n c e  w i th  th e  p l a n s  and  

s p e c i f i c a t i o n s  t h e r e f o r ,  an d  i s  a u t h o r i z e d  by  t h i s  

A g re e m e n t t o  b e  p a i d .

(2) In  t h e  c a s e  o f  an y  c o n t r a c t  p r o v id i n g  f o r  

r e t e n t i o n  by t h e  L e s s e e  o f  a p o r t i o n  o f  t h e  c o n t r a c t  

p r i c e ,  t h e r e  s h a l l  b e  p a i d  fro m  th e  C o n s t r u c t i o n  fu n d  

o n ly  th e  n e t  am o u n t r e m a in in g  a f t e r  d e d u c t i o n  o f  any  

s u c li  p o r t i o n .

SECTION 4 .4 .  D e p o s i to r y  Bank May R e ly  on O rd e r  o f  

A u th o r i z e d  R e p r e s e n t a t i v e . T he  b an k  in  w h ic h  th e  C o n s t r u c -
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t i o n  Fund s h a l l  be  d e p o s i t e d  may h o n o r  w i th d r a w a l s  upon th e  

s i g n a t u r e  o f  t h e  A u th o r iz e d  L e s s e e  R e p r e s e n t a t i v e  an d  s h a l l  

h av e  no f u r t h e r  l i a b i l i t y  w i t h  r e s p e c t  to  p a y m e n ts  m ade i n

a c c o r d a n c e  w i th  s u c h  o r d e r .

SECTION 4 . 5 . E s t a b l i s l u n e n t  o f  C o m p le t io n  D a te . The

C o m p le tio n  D a te  s h a l l  b e  e v id e n c e d  t o  t h e  b an k  a c t i n g  a s  

c u s t o d i a n  o f  t h e  C o n s t r u c t i o n  F u n d , to  t h e  M o rtg a g e e  an d  t o  

t h e  C o u n ty  B o ard  by  a  c e r t i f i c a t e  p r e p a r e d  by  th e  L e s s e e  an d  

s ig n e d  by  th e  A u t h o r i z e d  L e s s e e  R e p r e s e n t a t i v e  s t a t i n g  t h a t ,  

e x c e p t  f o r  a m o u n ts  r e t a i n e d  in  t h e  C o n s t r u c t i o n  Fund f o r  

P r o j e c t  c o s t s  n o t  th e n  d u e  an d  p a y a b le  a s  p r o v id e d  in  

S e c t i o n  4 .3  ( j ) ,  ( i )  t h e  B u i ld in g  h a s  b e e n  c o m p le te d  in

a c c o r d a n c e  w i th  t h e  s p e c i f i c a t i o n s  t h e r e f o r  an d  a l l  l a b o r ,  

s e r v i c e s ,  m a t e r i a l s  a n d  s u p p l i e s  u s e d  i n  s u c h  c o n s t r u c t i o n  

h av e  b e e n  p a id  f o r ,  ( i i )  a l l  o t h e r  f a c i l i t i e s  n e c e s s a r y  i n  

c o n n e c t io n  w i th  t h e  P r o j e c t  h a v e  b e e n  c o n s t r u c t e d ,  a c q u i r e d  

an d  i n s t a l l e d  i n  a c c o r d a n c e  w i t h  t h e  s p e c i f i c a t i o n s  t h e r e f o r  

an d  a l l  c o s t s  an d  e x p e n s e s  i n c u r r e d  in  c o n n e c t i o n  t h e r e w i t h  

h av e  b e en  p a i d ,  t h e  L e a se d  E q u ip m e n t h a s  b e e n  i n s t a l l e d  t o  

h i s  s a t i s f a c t i o n ,  t h e  L e a s e d  E q u ip m e n t so  i n s t a l l e d  i s  

s u i t a b l e  and  s u f f i c i e n t  f o r  t h e  e f f i c i e n t  o p e r a t i o n  o f  t h e  

P r o j e c t  f o r  t h e  p u r p o s e s  s p e c i f i e d  i n  S e c t i o n  4 .1 ( a )  h e r e o f  

an d  a l l  c o s t s  an d  e x p e n s e s  i n c u r r e d  in  t h e  a c q u i s i t i o n  an d  

i n s t a l l a t i o n  o f  t h e  L e a se d  E q u ip m e n t h a v e  b e e n  p a i d .  N o t­

w i t h s t a n d i n g  t h e  f o r e g o i n g ,  s u c h  c e r t i f i c a t e  s h a l l  s t a t e  

t h a t  i t  i s  g iv e n  w i t h o u t  p r e j u d i c e  t o  an y  r i g h t s  a g a i n s t
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L li i id  p u r l i e u  w h ic h  e x i s t  u l  L ite  d a l e  o l s u c h  c e i l i l i c u l e  o r  

w h ic h  may s u b s e q u e n t l y  come i n t o  b e i n g .  I L  s h a l l  be  th e  

d u ty  o f  t h e  L e s s e e  t o  c a u s e  t h e  c e r t i f i c a t e  c o n te m p la te d  by 

t h i s  S e c t i o n  4 .5  to  b e  f u r n i s h e d  us so o n  a s  th e  P r o j e c t  

s h a l l  h a v e  b een  c o m p le te d .

SECTION 4 . 6 . L e s s e e  R e q u i r e d  t o  P ay  P r o j e c t  C o s t s  

i n  E v e n t  C o n s t r u c t i o n  Fund I n s u f f i c i e n t . I n  t h e  e v e n t  th e  

m o neys in  t h e  C o n s t r u c t i o n  Fund a v a i l a b l e  f o r  p a y m en t o f  t h e  

c o s t s  o f  t h e  P r o j e c t  s h o u ld  n o t  be s u f f i c i e n t  t o  p a y  th e  

c o s t s  t h e r e o f  i n  f u l l ,  t h e  L e s s e e  a g r e e s  t o  c o m p le te  t h e  

P r o j e c t  f r e e  o f  a l l  l i e n s  an d  e n c u m b ra n c e s  ( o t h e r  t h a n  

P e r m i t t e d  E n c u m b ra n c e s )  a n d  t o  pay  a l l  t h a t  p o r t i o n  o f  th e  

c o s t s  o f  t h e  P r o j e c t  a s  may b e  i n  e x c e s s  o f  t h e  m oneys 

a v a i l a b l e  t h e r e f o r  in  th e  C o n s t r u c t i o n  F u n d . T he C o u n ty  

d o e s  n o t  m ake a n y  w a r r a n t y ,  e i t h e r  e x p r e s s  o r  i m p l i e d ,  t h a t  

t h e  m oneys w h ic h  w i l l  be p a id  i n t o  th e  C o n s t r u c t i o n  F und  a n d  

w h ic h ,  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  A g re e m e n t, w i l l  b e  

a v a i l a b l e  f o r  p a y m en t o f  t h e  c o s t s  o f  t h e  P r o j e c t ,  w i l l  be  

s u f f i c i e n t  t o  p a y  a l l  t h e  c o s t s  w h ic h  w i l l  be i n c u r r e d  in  

t h a t  c o n n e c t i o n .  The L e s s e e  a g r e e s  t h a t  i f  a f t e r  e x h a u s t i o n  

o f  t h e  m oneys i n  th e  C o n s t r u c t i o n  Fund  th e  L e s s e e  s h o u ld  p a y  

a n y  p o r t i o n  o f  t h e  s a i d  c o s t s  o f  t h e  P r o j e c t  p u r s u a n t  t o  t h e  

p r o v i s i o n s  o l  t h i s  S e c t i o n ,  i t  s h a l l  n o t  b e  e n t i t l e d  to  an y  

r e im b u r s e m e n t  t h e r e f o r  fro m  th e  C o u n ty  o r  from  th e  M o rtg a g e e  

n o r  s h a l l  i t  be  e n t i t l e d  to  an y  d i m i n u t i o n  o f  t h e  r e n t s  

p a y a b le  u n d e r  S e c t i o n  5 .3  h e r e o f .  The o b l i g a t i o n  o f  th e  

L e s s e e  t o  c o m p le te  t h e  P r o j e c t  s h a l l  s u r v i v e  an y  t e r m i n a t i o n
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o f  t h i s  A g re e m e n t, s u b j e c t  t o  t h e  f o r c e  m a je u r e  p r o v i s i o n s  

o f  t h e  c o n c lu d in g  p a r a g r a p h  o f  S e c t i o n  1 0 . 1 .

SECTION 4 . 7 . A u th o r iz e d  L e s s e e  R e p r e s e n t a t i v e  an d  

S u c c e s s o r s . The L e s s e e  w i l l  d e s i g n a t e ,  in  t h e  m a n n e r p r e ­

s c r i b e d  i n  S e c t i o n  1 .2 ,  t h e  A u th o r i z e d  L e s s e e  R e p r e s e n t a ­

t i v e .  In  t h e  e v e n t  t h a t  any  p e r s o n  s o  d e s i g n a t e d  h e r e u n d e r  

an d  h i s  a l t e r n a t e  o r  a l t e r n a t e s ,  i f  a n y ,  s h o u ld  becom e 

u n a v a i l a b l e  o r  u n a b le  t o  t a k e  a n y  a c t i o n  o r  m ake an y  c e r ­

t i f i c a t e  p r o v id e d  f o r  o r  r e q u i r e d  in  t h i s  A g re e m e n t,  a 

s u c c e s s o r  s h a l l  b e  a p p o in t e d  i n  t h e  sam e m a n n e r .

SECTION 4 . 8 . E n fo rc e m e n t o f  R e m e d ie s  A g a i n s t  C o n t r a c t o r s  

an d  S u b c o n t r a c t o r s  a n d  T h e i r  S u r e t i e s . T h e  L e s s e e  c o v e n a n t s

t h a t  i t  w i l l  t a k e  s u c h  a c t i o n  a n d  i n s t i t u t e  s u c h  p r o c e e d i n g s  

a s  s h a l l  be  n e c e s s a r y  to  c a u s e  an d  r e q u i r e  a l l  c o n t r a c t o r s  

a n d  m a t e r i a l  s u p p l i e r s  t o  c o m p le te  t h e i r  c o n t r a c t s  d i l i g e n t l y  

i n  a c c o r d a n c e  w i t h  t h e  te rm s  o f  s a i d  c o n t r a c t s ,  i n c l u d i n g ,  

w i t h o u t  l i m i t a t i o n ,  t h e  c o r r e c t i n g  o f  a n y  d e f e c t i v e  w o rk , 

w i t h  a l l  e x p e n s e s  i n c u r r e d  by  L e s s e e  i n  c o n n e c t i o n  w i t h  t h e  

p e r f o r m a n c e  o f  i t s  o b l i g a t i o n s  u n d e r  t h i s  S e c t i o n  4 .8  t o  b e  

c o n s i d e r e d  p a r t  o f  t h e  P r o j e c t  c o s t s  r e f e r r e d  t o  i n  S e c t i o n  

4 . 3 ( i ) ,  a n d  th e  C o u n ty  a g r e e s  t h a t  t h e  L e s s e e  m ay , fro m  tim e  

t o  t im e ,  i n  i t s  own nam e, o r  i n  th e  name o f  th e  C o u n ty , t a k e  

s u c h  a c t i o n  a s  m ay b e  n e c e s s a r y  o r  a d v i s a b l e ,  a s  d e t e r m in e d  

by L e s s e e ,  to  i n s u r e  t h e  c o n s t r u c t i o n  o f  t h e  P r o j e c t  i n  

a c c o r d a n c e  w i th  t h e  te rm s  o f  s u c h  c o n s t r u c t i o n  c o n t r a c t s ,
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.m il t h e  i n s l  .1 I l a l  i o n  o f  m a c h i n e r y  a n d  e q u ip m e n t in  a c c o r d ­

a n c e  w i th  a n y  a p p l i c a b l e  c o n t r a c t  p e r t a i n i n g  t h e r e t o ,  to  

i n s u r e  t h e  p e a c e a b l e  a n d  q u i e t  e n jo y m e n t  o f  t h e  P r o j e c t  f o r  

th e  l e a s e  T erm , a n d  t o  i n s u r e  th e  p e r f o r m a n c e  by th e  C o u n ty  

o f  a l l  c o v e n a n t s  a n d  o b l i g a t i o n s  o f  t h e  C o u n ty  u n d e r  t h i s  

A g re e m e n t, w i t h  a l l  c o s t s  an d  e x p e n s e s  i n c u r r e d  by th e  

L e s s e e  i n  c o n n e c t i o n  t h e r e w i t h  t o  be c o n s i d e r e d  a s  p a r t  o f  

th e  P r o j e c t  c o s t s  r e f e r r e d  t o  i n  S e c t i o n  4 . 3 ( i ) .  Any a m o u n ts  

r e c o v e r e d  by way o f  d a m a g e , r e f u n d s ,  a d j u s t m e n t s  o r  o t h e r w i s e  

in  c o n n e c t i o n  w i t h  t h e  f o r e g o i n g  p r i o r  t o  th e  C o m p le tio n  

D a te ,  l e s s  l e g a l  e x p e n s e s  i n c u r r e d  i n  o r d e r  t o  c o l l e c t  t h e  

sam e , s h a l l  be  p a i d  i n t o  t h e  C o n s t r u c t i o n  Fund and  a f t e r  t h e  

C o m p le t io n  D a te  s h a l l  b e  a p p l i e d  t o  t h e  p a y m e n ts  a s  th e y  

becom e d u e  on t h e  N o te s .

SECTION 4 . 9 . I n v e s t m e n t  o f  C o n s t r u c t i o n  Fund M oneys 

P e r m i t t e d  -  L i m i t a t i o n  on I n v e s t m e n t s . Any m oneys h e ld  a s  a 

p a r t  o f  t h e  C o n s t r u c t i o n  F und s h a l l  a t  t h e  w r i t t e n  r e q u e s t  

o f  t h e  A u t h o r i z e d  L e s s e e  R e p r e s e n t a t i v e  be i n v e s t e d  o r  

r e i n v e s t e d  by t h e  b a n k  a c t i n g  a s  c u s t o d i a n  o f  t h e  C o n s t r u c ­

t i o n  F und  in  ( i )  o b l i g a t i o n s  o f  th e  U n ite d  S t a t e s  an d  a g e n c i e s  

t h e r e o f  o r  u n c o n d i t i o n a l l y  g u a r a n t e e d  a s  t o  p r i n c i p a l  an d  

i n t e r e s t  by  t h e  U n i te d  S t a t e s  o r  a n y  s u c h  a g e n c i e s ;

( i i )  g e n e r a l  o b l i g a t i o n s  o f  t h e  S t a l e  o f  S o u t h  C a r o l i n a  

o r  a n y  o f  i t s  p o l i t i c a l  u n i t s ;  ( i i i )  S a v in g s  an d  Loan 

A s s o c i a t i o n s  t o  t h e  e x t e n t  t h a t  t h e  sam e a r e  s e c u r e d  by 

t h e  F e d e r a l  S a v in g s  a n d  L oan I n s u r a n c e  C o r p o r a t io n ;  ( iv )
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c e r t i f i c a t e s  o f  d e p o s i t  w h e re  s u c h  c e r t i f i c a t e s  o f  d e p o s i t

a r e  c o l l a t e r a l l y  s e c u r e d  by  s e c u r i t i e s  o f  th e  ty p e  d e s c r i b e d  

i n  ( i )  an d  ( i i )  a b o v e  h e l d  by  a  t h i r d  p a r t y  a s  e s c ro w  a g e n t  

o r  c u s t o d i a n ,  o f  a  m a rk e t  v a lu e  n o t  l e s s  th a n  th e  am o u n t o f  

t h e  c e r t i f i c a t e s  o f  d e p o s i t  so  s e c u r e d ,  i n c l u d i n g  i n t e r e s t  

o r  (v ) to  th e  e x t e n t  p e r m i t t e d  by t h e  Law o f  S o u th  C a r o l i n a  

t h e n  i n  e f f e c t ,  r e p u r c h a s e  a g r e e m e n ts  c o v e r in g  o b l i g a t i o n s  

o f  t h e  ty p e  d e s c r i b e d  i n  ( i )  a n d  ( i i )  a b o v e  w i th  t h e  

M o rtg a g e e  o r  a  m em ber b a n k  o r  b a n k s  o f  t h e  F e d e r a l  R e s e r v e  

S y s te m  o r  s e c u r i t i e s  d e a l e r s  a p p ro v e d  by  t h e  A u th o r iz e d  

L e s s e e  R e p r e s e n t a t i v e  p r o v id e d  t h a t  a l l  m oneys in  e a c h  

s u c h  in v e s tm e n t  a r r a n g e m e n t  s h a l l  be c o n t i n u o u s l y  a n d  f u l l y  

s e c u r e d  by o b l i g a t i o n s  o f  t h e  t y p e  d e s c r i b e d  i n  ( i )  a n d  

( i i )  a b o v e  o f  a  m a r k e t  v a lu e  e q u a l  a t  a l l  t im e s  t o  t h e  am o u n t 

o f  s u c h  i n v e s t m e n t  a r r a n g e m e n t .  Any s u c h  i n v e s t m e n t s  

s h a l l  b e  h e ld  by  o r  u n d e r  t h e  c o n t r o l  o f  t h e  b an k  a c t i n g  

a s  c u s t o d i a n  o f  t h e  C o n s t r u c t i o n  F und  an d  s h a l l  b e  deem ed  

a t  a l l  t im e s  a  p a r t  o f  t h e  C o n s t r u c t i o n  F und  an d  t h e  i n t e r e s t  

a c c r u i n g  t h e r e o n  and  a n y  p r o f i t  r e a l i z e d  fro m  s u c h  i n v e s t ­

m e n ts  s h a l l  b e  c r e d i t e d  t o  s u c h  f u n d ,  an d  an y  l o s s  r e s u l t i n g  

fro m  s u c h  in v e s t m e n t s  s h a l l  be c h a r g e d  t o  s u c h  f u n d .  The bank  

a c t i n g  a s  c u s t o d i a n  o f  t h e  C o n s t r u c t i o n  F und s h a l l  s e l l  an d  

r e d u c e  to  c a s h  f u n d s  a s u f f i c i e n t  am ount o f  su c h  i n v e s t m e n t s  

w h e n e v e r  th e  c a s h  b a l a n c e  in  t h e  C o n s t r u c t i o n  Fund i s  i n s u f ­

f i c i e n t  t o  p a y  a r e q u i s i t i o n  when p r e s e n t e d .

T he L e s s e e  f u r t h e r  c o n v e n a n t s  an d  a g r e e s :
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(a )  T h a t  i t  w i l l  n o t  d i r e c t  t h e  in v e s t m e n t  o f  any

m oneys h e ld  a s  a  p a r t  o f  t h e  C o n s t r u c t i o n  Fund in  a 

m an n er w h ic h  s h a l l  be  c o n t r a r y  t o  an y  p o l i c y  o r  r u l e s  

o r  r e g u l a t i o n s  o f  t h e  I n t e r n a l  R ev en u e  S e r v i c e  w i th  

r e s p e c t  to  " a r b i t r a g e  b o n d s "  w i t h i n  th e  m e a n in g  o f  

S e c t i o n  1 0 3 ( c ) ( 2 )  o f  t h e  I n t e r n a l  R ev en u e  Code o f  1 9 5 4 , 

a s  a m en d e d , a n d  t h e  a p p l i c a b l e  r e g u l a t i o n s  i s s u e d

t h e r e u n d e r  an d  a s  i n  e f f e c t  on th e  o c c a s io n  o f  th e

d e l i v e r y  o f  a n y  o f  t h e  N o te s  ( t h e  R e g u l a t i o n s ) ; an d

(b) I t  w i l l  f u r n i s h  t o  t h e  C o u n ty  a c c u r a t e  i n f o r ­

m a tio n  t o  e n a b l e  t h e  a p p r o p r i a t e  C o u n ty  o f f i c e r s  and  

Bond C o u n s e l  t o  m ake a l l  n e c e s s a r y  c e r t i f i c a t i o n s  

r e q u i r e d  by  t h e  R e g u l a t i o n s .
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A R T IC L E  V

EFFECTIVE DATE OF THE AGREEMENT; DURATION OF J,EASE TERM;
RENTAL PROVISIONS; PAYMENTS IN LIEU OF TAXES AND

UNCONDITIONAL OBLIGATIONS OF LESSEE

SECTION 5 . 1 . E f f e c t i v e  D a te  o f  t h i s  A g re e m e n t;  D a r a t io n  

o f  L e a s e  T e rm . T h is  A g re em en t s h a l l  becom e e f f e c t i v e  upon 

i t s  d e l i v e r y ,  and  th e  l e a s e h o l d  e s t a t e  c r e a t e d  in  t h i s  

A g re e m e n t s h a l l  th e n  b e g i n ,  a n d ,  s u b j e c t  t o  t h e  p r o v i s i o n s  

o f  t h i s  A g re em en t ( i n c l u d i n g  p a r t i c u l a r l y  A r t i c l e s  X an d  XI 

an d  S e c t i o n  1 2 .2  h e r e o f ) ,  s h a l l  e x p i r e  N ovem ber 1 , 1 9 9 2 .

SECTION 5 . 2 . D e l iv e r y  an d  A c c e p ta n c e  o f  P o s s e s s i o n .

T he C o u n ty  a g r e e s  t o  d e l i v e r  t o  t h e  L e s s e e  s o l e  an d  e x c l u s i v e  

p o s s e s s i o n  o f  th e  L e a se d  Land upon e x e c u t i o n  a n d  d e l i v e r y  o f  

t h i s  A g re em en t and  L e s s e e  th e r e u p o n  an d  t h e r e a f t e r  s h a l l  

h a v e  s o l e  an d  e x c l u s i v e  p o s s e s s i o n  o f  th e  P r o j e c t  d u r i n g  th e  

L e a s e  Term ( s u b j e c t  t o  t h e  r i g h t  o f  t h e  C o u n ty  and  t h e  

M o rtg a g e e  t o  e n t e r  th e r e o n  f o r  i n s p e c t i o n  p u r p o s e s  a n d  t o  

t h e  o t h e r  p r o v i s i o n s  o f  S e c t i o n  8 .2  h e r e o f ) .

SECTION 5 . 3 . R e n ts  and  O th e r  A m ounts P a y a b l e . On o r

b e f o r e  F e b r u a r y  1, 19 7 8 , and  on  o r  b e f o r e  e a c h  May 1 ,

A u g u s t  1 , N ovem ber 1 and  F e b r u a r y  1 t h e r e a f t e r  u n t i l  t h e  

p r i n c i p a l  o f  an d  i n t e r e s t  on t h e  S e r i e s  1977 N o te  s h a l l  h a v e  

b e e n  f u l l y  p a i d ,  t h e  L e s s e e  s h a l l  p a y  t o  th e  M o r tg a g e e  f o r  

t h e  a c c o u n t  o f  th e  C o u n ty , a s  r e n t  f o r  t h e  P r o j e c t ,  a  sum 

e q u a l  to  th e  am o u n t p a y a b le  on s u c h  d a t e  a s  p r i n c i p a l  an d

i n t e r e s t  upon th e  S e r i e s  1977 N o te  i n  F e d e r a l  o r  o t h e r  

im m e d ia te ly  a v a i l a b l e  f u n d s .
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A i L i c l e  U  o l  t il l-  N o te  O r d i n a n c e ,  th e *  i -.i I I e l on 01 I n d o l e  

an y  d a t e  on w h ich  th e  p r i n c i p a l  o r  i n t e r e s t  on an y  s u c h  

N o te s  s h a l l  be d u e ,  u n t i l  t h e  p r i n c i p a l  o f ,  p re p a y m e n t 

p e n a l t y ,  i f  a n y , an d  i n t e r e s t  o n  a l l  s u c h  N o te s  s h a l l  h a v e  

b e e n  f u l l y  p a i d  o r  p r o v i s i o n s  f o r  t h e  p a y m en t t h e r e o f  s h a l l  

h a v e  b e e n  made in  a c c o r d a n c e  w i t h  t h e  N o te  O r d in a n c e ,  t h e  

L e s s e e  s h a l l  p ay  a  sum e q u a l  t o  t h e  am o u n t p a y a b le  on  s u c h  

d a t e  a s  p r i n c i p a l  a n d / o r  i n t e r e s t  u p o n  s u c h  N o te s ,  a s  p r o ­

v id e d  in  t h e  N o te  O rd in a n c e .

I n  an y  e v e n t  e a c h  r e n t a l  p a y m e n t u n d e r  t h i s  S e c t i o n  

s h a l l  be  s u f f i c i e n t  t o  p ay  t h e  t o t a l  am o u n t o f  i n t e r e s t  a n d  

p r i n c i p a l  (w h e th e r  a t  m a t u r i t y  o r  by  p re p a y m e n t a s  p r o v i d e d  

in  t h e  N o te s  an d  M o rtg a g e )  p a y a b l e  on  e a c h  s u c h  p a y m e n t 

d a t e ,  and  i f  a t  an y  p ay m en t d a t e  t h e  r e n t a l  p ay m en t i s  

i n s u f f i c i e n t  t o  m ake r e q u i r e d  p a y m e n ts  o f  p r i n c i p a l  

( w h e th e r  a t  m a t u r i t y  o r  by  p r e p a y m e n t  a s  p r o v id e d  i n  t h e  

N o te s  an d  M o rtg a g e )  an d  i n t e r e s t  on s u c h  d a t e  th e  L e s s e e  

w i l l  f o r t h w i t h  p a y  an y  s u c h  d e f i c i e n c y ;  p r o v id e d  t h a t  a n y  

a m o u n t a t  an y  t im e  h e ld  f o r  a p p l i c a t i o n  t o  th e  p a y m e n ts  a s  

t h e y  becom e du e  on  th e  N o te s  i n  a c c o r d a n c e  w i th  th e  p r o ­

v i s i o n s  h e r e o f  s h a l l  b e  c r e d i t e d  a g a i n s t  th e  n e x t  r e n t a l  

p a y m e n t to  th e  e x t e n t  s u c h  a m o u n t i s  in  e x c e s s  o f  th e  am o u n t 

r e q u i r e d  l o r  p a y m e n ts  o f  th e  N oL es L h e r o t o l o r e  d u e ;  and  

p r o v id e d  f u r t h e r ,  t h a t  i i  t h e  am o u n t h e ld  by th e  M o rtg a g e e  

f o r  a p p l i c a t i o n  a s  a f o r e s a i d  s h o u ld  be s u f f i c i e n t  t o  p a y  a t  

t h e  t im e s  r e q u i r e d  th e  p r i n c i p a l  o f , p re p a y m e n t p e n a l t y , i f
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a n y ,  .m il i i i L e l t - s l  on  I I n '  N o l o : ,  d u o  01 I o  L ce im ie  d u e  l u  m .iL u i lL y  

o i  Lo s u c h  e a i  i i e i  d u L e  o n  w h i c h  t h e  N o t e d  a i e  c u l l e d  l.oi 

p r e p a y m e n t  i n  l u l l  i n  a c c o r d a n c e  w i t h  t h e  t e r m s  o l  t h e  N o L es  

a n d  t h e  N o te  O r d i n a n c e ,  t h e  L e s s e e  s h a l l  n o t  b e  o b l i g a t e d  t o  

m ak e  a n y  l u r L h e r  r e n t a l  p a y m e n t s  u n d e i  t h e  l o r e y o i n g  p r o v i s i o n s  

o f  t h i s  S e c t i o n .

In  th e  e v e n t  t h e  L e s s e e  s h o u ld  f a i l  t o  make a n y  o f  th e  

p a y m e n ts  r e q u i r e d  i n  t h i s  S e c t i o n  5 .3  t h e  i t e m  o r  i n s t a l l ­

m en t so  i n  d e f a u l t  s h a l l  c o n t i n u e  a s  an  o b l i g a t i o n  o f  th e  

L e s s e e  u n t i l  t h e  am o u n t i n  d e f a u l t  s h a l l  h av e  b e e n  f u l l y  

p a i d ,  an d  t h e  L e s s e e  a g r e e s  t o  p a y  t h e  sam e w i th  i n t e r e s t  

t h e r e o n  a t  t h e  P e n a l t y  R a te  u n t i l  f u l l y  p a i d .  T he p r o ­

v i s i o n s  o f  t h i s  S e c t i o n  s h a l l  b e  s u b j e c t  t o  t h e  p r o v i s i o n s  

o f  S e c t i o n  9 .6  h e r e o f .

SECTION 5 . 4 . P l a c e  o f  R e n t a l  P a y m e n ts . The r e n t  p r o ­

v id e d  f o r  i n  S e c t i o n  5 .3  h e r e o f  s h a l l  b e  p a id  d i r e c t l y  to  

t h e  M o rtg a g e e  f o r  t h e  a c c o u n t  o f  t h e  C o u n ty  an d  w i l l  be  

a p p l i e d  a g a i n s t  th e  N o te s .

SECTION 5 . 5 . P a y m e n ts  i n  L ie u  o f  T a x e s . I t  i s  r e c ­

o g n iz e d  t h a t  u n d e r  t h e  p r o v i s i o n s  o f  t h e  A c t w hen an y  

p r o j e c t  i s  l e a s e d  by  a  c o u n ty  p u r s u a n t  to  th e  A c t t h e  l e s s e e  

t h e r e o f  s h a l l  be  r e q u i r e d  t o  m ake p a y m e n ts  t o  t h e  c o u n ty ,  

t h e  s c h o o l  d i s t r i c t  o r  s c h o o l  d i s t r i c t s ,  an d  o t h e r  p o l i t i c a l  

u n i t s  w h e r e in  th e  p r o j e c t  s h a l l  b e  lo c a L e d  in  l i e u  o f  t a x e s ,  

i n  s u c h  a m o u n ts  a s  w o u ld  r e s u l t  f ro m  t a x e s  l e v i e d  o n  th e  

p r o j e c t  by s u c h  c o u n ty ,  s c h o o l  d i s t r i c t  o r  s c h o o l  d i s t r i c t s ,
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an d  o t h e r  p o l i t i c a l  u n i t  o r  u n i t s ,  i f  th e  p r o j e c t  w e re  owned 

by th e  l e s s e e ,  b u t  w i th  a p p r o p r i a t e  r e d u c t i o n s  s i m i l a r  to  

th e  Lax e x e m p t io n s ,  il a n y , w h ic h  w o u ld  he  a l f o r d e d  to  th e  

l e s s e e  i f  i t  w e r e  t h e  n w iu - r  o f  t h e  p r o j e c t .  f o r  t h e  s o l e  

p u r p o s e  o f  e n a b l i n g  th e  L e s s e e  to  co m p ly  w i th  t h e  a f o r e s a i d  

o b l i g a t i o n ,  i t  i s  a g r e e d  t h a t  t h e  C o u n ty  in  c o o p e r a t i o n  w i th  

t h e  L e s s e e  ( i )  s h a l l  c a u s e  t h e  P r o j e c t  t o  be v a lu e d  a s  i f  

p r i v a t e l y  ow ned a s  a f o r e s a i d  f o r  p u r p o s e s  o f  t h e  s a i d  t a x e s  

by  th e  S t a t e  Tax C o m m iss io n  o f  S o u th  C a r o l i n a  o r  s u c h  o t h e r  

a p p r o p r i a t e  o f f i c e r  o r  o f f i c e r s  as  may fro m  t im e  t o  t im e  be  

c h a r g e d  w i t h  r e s p o n s i b i l i t y  f o r  m ak in g  s u c h  v a l u a t i o n s ;  ( i i )  

s h a l l  c a u s e  t o  be a p p r o p r i a t e l y  a p p l i e d  t o  t h e  v a l u a t i o n  o r  

v a l u a t i o n s  so  d e t e r m in e d  th e  r e s p e c t i v e  r a t e  o r  r a t e s  o f  

s u c h  t a x e s  t h a t  w o u ld  b e  a p p l i c a b l e  t o  t h e  P r o j e c t  i f  so  

p r i v a t e l y  ow ned ; ( i i i )  s h a l l  c a u s e  t h e  r e s p e c t i v e  a p p r o p r i ­

a t e  o f f i c e r  o r  o f f i c e r s  c h a r g e d  w i th  th e  d u ty  o f  l e v y i n g  and  

c o l l e c t i n g  t a x e s  t o  s u b m i t  t o  t h e  L e s s e e ,  w hen t h e  r e s p e c ­

t i v e  l e v i e s  a r e  m ade upon  p r o p e r t y  p r i v a t e l y  ow ned a s  a f o r e ­

s a i d ,  a  s t a t e m e n t  s p e c i f y i n g  th e  am o u n t an d  d u e  d a t e  o r  

d a t e s  o f  s u c h  t a x e s  w h ic h  th e  C o u n ty , s c h o o l  d i s t r i c t  an d  

o t h e r  p o l i t i c a l  u n i t s  h a v in g  t a x in g  p o w e rs  w o u ld  r e c e i v e  i f  

s u c h  p r o p e r t y  w e re  s o  p r i v a t e l y  ow ned; an d  th e  L e s s e e  s h a l l  

f i l e  a n y  a c c o u n t s  o r  t a x  r e t u r n s  r e q u i r e d  w i th  t h e  a p p r o p ­

r i a t e  o f f i c e r  o r  o f f i c e r s .  The L e s s e e  s h a l l  p a y  t o  th e  

a f o r e s a i d  t a x i n g  a u t h o r i t i e s  when d u e  a l l  s u c h  p a y m e n ts  in
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l i e u  o f  t a x e s  w i th  r e s p e c t  t o  t h e  P r o j e c t  r e q u i r e d  by th e  

A c t t o  b e  p a id  t o  t h e  a f o r e s a i d  t a x i n g  a u t h o r i t i e s ,  s u b j e c t  

i n  e a c h  c a s e  t o  th e  L e s s e e 's  r i g h t  to  o b t a i n  e x e m p t io n s  (and  

d i s c o u n t s ) ,  i f  a n y , t h e r e f r o m  w h ic h  w ou ld  b e  a f f o r d e d  to  a 

p r i v a t e  o w n e r o f  t h e  P r o j e c t  an d  to  s e e k  to  o b t a i n  a r e f u n d  

o f  a n y  s u c h  p a y m e n ts  m ad e , an d  s u b j e c t  f u r t h e r  t o  th e  

L e s s e e 's  r i g h t  t o  c o n t e s t  o r  a p p e a l  i n  good  f a i t h  an y  s u c h  

p a y m e n t i n  t h e  m a n n er p r o v id e d  b y  la w . The L e s s e e 's  o b l i ­

g a t i o n  t o  m ake s u c h  a d d i t i o n a l  p a y m e n ts  s h a l l  c o n t i n u e  o n ly  

so  lo n g  a s  a n d  t o  t h e  e x t e n t  t h e  L e s s e e  i s  r e q u i r e d  by  law  

t o  p a y  t h e  a f o r e s a i d  a m o u n ts  i n  l i e u  o f  t a x e s .  Once h a v in g  

p a i d  t h e  am o u n ts  r e q u i r e d  by  t h i s  S e c t i o n  5 .5  t o  be  p a i d  by 

i t  i n  l i e u  o f  t a x e s ,  t h e  L e s s e e  s h a l l  n o t  b e  r e q u i r e d  t o  

p a y  an y  s u c h  t a x e s  f o r  w h ic h  a  p a y m e n t i n  l i e u  t h e r e o f  h a s  

b e e n  m ade t o  t h e  S t a t e  o r  t o  a n y  c i t y ,  c o u n t y ,  to w n , s c h o o l  

d i s t r i c t  o r  o t h e r  p o l i t i c a l  u n i t ,  an y  o t h e r  s t a t u t e  t o  t h e  

c o n t r a r y  n o t w i t h s t a n d i n g .  In  t h e  e v e n t  t h e  L e s s e e  s h a l l  

f a i l  t o  m ake a n y  o f  t h e  p a y m e n ts  r e q u i r e d  by  t h i s  S e c t i o n  

5 . 5 ,  th e  am o u n t o r  a m o u n ts  s o  i n  d e f a u l t  s h a l l  c o n t i n u e  a s  

an  o b l i g a t i o n  o f  th e  L e s s e e  u n t i l  f u l l y  p a i d  a n d  th e  L e s s e e  

a g r e e s  t o  p a y  th e  sam e w i th  i n t e r e s t  t h e r e o n  a t  t h e  P e n a l t y  

R a te  u n t i l  p a i d .

SECTIO N  5 . 6 . O b l i g a t i o n s  o f  l e s s e e  H e r e u n d e r  U n c o n ­

d i t i o n a l  . S u b j e c t  t o  t h e  p r o v i s i o n s  o f  S e c t i o n  9 .6  h e r e o f ,
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t h e  o b l i g a t i o n s  o f  t h e  L e s s e e  t o  m ake t h e  p a y m e n ts  r e q u i r e d

i n  S e c t i o n s  5 .3  an d  5 .5  h e r e o f  a n d  t o  p e r f o r m  a n d  o b s e r v e  

t h e  o t h e r  a g r e e m e n ts  o n  i t s  p a r t  c o n t a i n e d  h e r e i n  s h a l l  b e  

a b s o l u t e  a n d  u n c o n d i t i o n a l  an d  u n t i l  s u c h  t im e  a s  t h e  p r i n ­

c i p a l  , p re p a y m e n t p e n a l t y ,  i f  a n y ,  an d  i n t e r e s t  on  th e  N o te s  

s h a l l  h a v e  b e e n  d u ly  p a i d  o r  p r o v i s i o n s  f o r  t h e  p a y m e n t 

t h e r e o f  s h a l l  h a v e  b e e n  m ade i n  a c c o r d a n c e  t h e r e w i t h ,  t h e  

L e s s e e  ( i )  w i l l  n o t  s u s p e n d  o r  d i s c o n t i n u e  an y  p a y m e n ts  

p r o v id e d  f o r  in  S e c t i o n  5 .3  h e r e o f ,  ( i i )  w i l l  p e r f o r m  a n d  

o b s e r v e  a l l  o f  i t s  o t h e r  a g r e e m e n ts  c o n t a i n e d  i n  t h i s  

A g re e m e n t,  a n d  ( i i i )  e x c e p t  a s  p r o v i d e d  in  S e c t i o n  1 1 .1  

h e r e o f  w i l l  n o t  t e r m i n a t e  t h e  L e a s e  T erm  f o r  a n y  c a u s e  

i n c l u d i n g ,  w i t h o u t  l i m i t i n g  t h e  g e n e r a l i t y  o f  t h e  f o r e g o i n g ,  

f a i l u r e  o f  t h e  L e s s e e  t o  c o m p le te  t h e  P r o j e c t ,  a n y  a c t s  o r  

c i r c u m s t a n c e s  t h a t  may c o n s t i t u t e  f a i l u r e  o f  c o n s i d e r a t i o n ,  

e v i c t i o n ,  d e s t r u c t i o n  o f  o r  d am ag e  t o  th e  P r o j e c t ,  com m er­

c i a l  f r u s t r a t i o n  o f  p u r p o s e ,  a n y  c h a n g e  in  t h e  t a x  o r  o t h e r  

la w s  o f  t h e  U n i te d  S t a t e s  o f  A m e ric a  o r  o f  S o u th  C a r o l i n a  o r  

a n y  p o l i t i c a l  s u b d i v i s i o n  o f  e i t h e r  t h e r e o f  o r  a n y  f a i l u r e  

o f  t h e  C o u n ty  t o  p e r f o r m  a n d  o b s e r v e  an y  a g r e e m e n t ,  w h e th e r  

e x p r e s s  o r  i m p l i e d ,  o r  a n y  d u t y ,  l i a b i l i t y  o r  o b l i g a t i o n  

a r i s i n g  o u t  o f  o r  c o n n e c te d  w i th  t h i s  A g re e m e n t.  N o th in g  

c o n t a i n e d  i n  t h i s  S e c t i o n  s h a l l  be  c o n s t r u e d  t o  r e l e a s e  t h e  

C o u n ty  fro m  th e  p e r f o r m a n c e  o f  a n y  o f  t h e  a g r e e m e n ts  on i t s
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p a rL  h e r e i n  c o n t a i n e d ,  a n d  i n  th e  e v e n t  th e  C o u n ty  s h o u ld  

f a i l  t o  p e r f o r m  a n y  s u c h  a g r e e m e n t  o n  i t s  p a r t ,  t h e  L e s s e e  

may i n s t i t u t e  s u c h  a c t i o n  a g a i n s t  t h e  C o u n ty  a s  t h e  L e s s e e  

may deem  n e c e s s a r y  to  c o m p e l p e r f o r m a n c e  s o  lo n g  a s  s u c h  

a c t i o n  d o e s  n o t  a b r o g a t e  t h e  L e s s e e 's  o b l i g a t i o n s  c o n t a i n e d  

i n  t h e  f i r s t  s e n t e n c e  o f  t h i s  S e c t i o n  5 . 6 .  The L e s s e e  m ay, 

h o w e v e r , a t  i t s  own c o s t  a n d  e x p e n s e  an d  i n  i t s  own name o r  

i n  t h e  name o f  t h e  C o u n ty ,  p r o s e c u t e  o r  d e f e n d  an y  a c t i o n  o r  

p r o c e e d in g  o r  t a k e  an y  o t h e r  a c t i o n  i n v o l v i n g  t h i r d  p e r s o n s  

w h ic h  t h e  L e s s e e  deem s r e a s o n a b l y  n e c e s s a r y  i n  o r d e r  t o  

s e c u r e  o r  p r o t e c t  i t s  r i g h t  o f  p o s s e s s i o n ,  o c c u p a n c y  and  u s e  

h e r e u n d e r ,  a n d  in  s u c h  e v e n t  t h e  C o u n ty  h e r e b y  a g r e e s  to  

c o o p e r a t e  f u l l y  w i t h  t h e  L e s s e e  an d  t o  t a k e  a l l  a c t i o n  

n e c e s s a r y  t o  e f f e c t  t h e  s u b s t i t u t i o n  o f  t h e  L e s s e e  f o r  th e  

C o u n ty  i n  a n y  s u c h  a c t i o n  o r  p r o c e e d in g  i f  t h e  L e s s e e  s h a l l

so  r e q u e s t .
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ARTICLE VI

MAINTENANCE, TAXES AND INSURANCE 

SECTION 6 .1  • M ain t e n .m e. a n d M o d i f i c a t i o n s  o f  P r o j e c t  

|,y  | . T h e  I. «•::::<•<> a<|i <><>:; t h a t  <lui in<) I In ’ L e a s e  T e rm  i l  

w i l l  a t  i t s  own e x p e n s e  ( i )  k e e p  th e  P r o j e c t  in  a s  r e a s o n ­

a b ly  s a f e  c o n d i t i o n  a s  i t s  o p e r a t i o n s  s h a l l  p e r m i t  a n d  ( i i )  

k e e p  t h e  B u i ld in g  a n d  L e a se d  E q u ip m e n t an d  a l l  o t h e r  im p ro v e ­

m e n ts  fo rm in g  th e  P r o j e c t  in  g o o d  r e p a i r  a n d  i n  g o o d  o p e r ­

a t i n g  c o n d i t i o n ,  m ak in g  fro m  t im e  t o  t im e  a l l  n e c e s s a r y  

r e p a i r s  t h e r e t o  a n d  r e n e w a ls  a n d  r e p l a c e m e n t s  t h e r e o f .  T he 

L e s s e e  m ay , a l s o  a t  i t s  own e x p e n s e ,  m ake fro m  t im e  to  t im e  

a n y  a d d i t i o n s ,  m o d i f i c a t i o n s  o r  im p ro v e m e n ts  t o  t h e  P r o j .  - t 

i t  may deem  d e s i r a b l e  f o r  i t s  b u s i n e s s  p u r p o s e s  t h a t  d o  n o t  

a d v e r s e l y  a f f e c t  t h e  u s e  o f  t h e  P r o j e c t  f o r  t h e  p u r p o s e  f o r  

w h ic h  i t  i s  i n t e n d e d .  S u b j e c t  t o  th e  p r o v i s i o n s  o f  S e c t i o n  

9 .7  h e r e o f ,  s u c h  a d d i t i o n s ,  m o d i f i c a t i o n s  an d  im p ro v e m e n ts  

s o  m ade by t h e  L e s s e e  s h a l l  b e  on t h e  L e a s e d  L and  an d  becom e 

a  p a r t  o f  t h e  P r o j e c t .  The L e s s e e  w i l l  n o t  p e r m i t  an y  

m e c h a n ic s '  o r  o t h e r  l i e n s  t o  b e  e s t a b l i s h e d  o r  r e m a in  a g a i n s t  

t h e  P r o j e c t  f o r  l a b o r  o r  m a t e r i a l s  f u r n i s h e d  in  c o n n e c t i o n  

w i t h  an y  a d d i t i o n s ,  m o d i f i c a t i o n s ,  im p r o v e m e n ts ,  r e p a i r s ,  

r e n e w a ls  o r  r e p l a c e m e n t s  s o  made by i t ;  p r o v i d e d ,  t h a t  i f  

t h e  L e s s e e  s h a l l  f i r s t  n o t i f y  t h e  M o r t g a g e e  o l  i t s  i n t e n t i o n  

so  t o  d o ,  t h e  L e s s e e  may i n  good  f a i t h  c o n t e s t  a n y  m e c h a n ic s ' 

o r  o t h e r  l i e n s  f i l e d  o r  e s t a b l i s h e d  a g a i n s t  t h e  P r o j e c t ,  an d
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i n  s u c h  e v e n t  may p e r m i t  t h e  i te m s  s o  c o n t e s t e d  to  re m a in  

u n d i s c h a r g e d  a n d  u n s a t i s f i e d  d u r in g  th e  p e r i o d  o f  s u c h  

c o n t e s t  and  a n y  a p p e a l  t h e r e f r o m  u n l e s s  t h e  M o rtg a g e e  s h a l l

n o t i f y  t h e  L e s s e e  t h a t ,  i n  th e  o p in io n  o f  an In d e p e n d e n t  

C o u n s e l  a c c e p t a b l e  t o  L e s s e e 's  A u th o r iz e d  R e p r e s e n t a t i v e ,  by 

n o n p a y m en t o f  an y  s u c h  i t e m s ,  t h e  l i e n  o f  th e  M o rtg a g e  a s  t o  

a n y  p a r t  o f  t h e  P r o j e c t  w i l l  be m a t e r i a l l y  e n d a n g e re d  o r  th e  

P r o j e c t  o r  a n y  p a r t  t h e r e o f  w i l l  b e  s u b j e c t  t o  l o s s  o r  

f o r f e i t u r e ,  i n  w h ic h  e v e n t  t h e  L e s s e e  s h a l l  p r o m p t ly  p a y  and  

c a u s e  to  be s a t i s f i e d  an d  d i s c h a r g e d  a l l  s u c h  u n p a id  i t e m s .  

T he C o u n ty  w i l l  c o o p e r a t e  f u l l y  w i th  th e  L e s s e e  in  an y  s u c h

c o n t e s t .

SECTION 6 . 2 . R em oval o f  L e a se d  E q u ip m e n t . The C o u n ty  

s h a l l  n o t  b e  u n d e r  an y  o b l i g a t i o n  t o  re n e w , r e p a i r  o r  r e ­

p l a c e  a n y  i n a d e q u a t e ,  o b s o l e t e ,  w orn o u t ,  u n s u i t a b l e ,  un ­

d e s i r a b l e ,  o r  u n n e c e s s a r y  L e a s e d  E q u ip m e n t.  I f  no e v e n t  o f  

d e f a u l t  u n d e r  t h i s  A g re e m e n t s h a l l  h a v e  h a p p e n e d  an d  b e  

c o n t i n u i n g ,  in  a n y  i n s t a n c e  w h e re  t h e  L e s s e e  in  i t s  d i s c r e ­

t i o n  d e t e r m i n e s  t h a t  an y  i t e m s  o f  L e a se d  E q u ip m e n t h a v e  

becom e i n a d e q u a t e ,  o b s o l e t e ,  w orn o u t ,  u n s u i t a b l e ,  u n d e ­

s i r a b l e  o r  u n n e c e s s a r y ,  t h e  L e s s e e  may rem o v e  su ch  i t e m s  o f  

L e a se d  E q u ip m e n t fro m  th e  B u i ld in g  and  th e  L e a se d  Land and  

(on  b e h a l f  o f  t h e  C o u n ty ) s e l l ,  t r a d e  i n ,  e x c h a n g e  o r  o t h e r ­

w is e  d i s p o s e  o f  them  (a s  a  w h o le  o r  i n  p a r t )  w i th o u t  any
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r e p o n s i b i l i l y  u i  a c c o u n t a b i l i t y  t o  Lite C o u n ty  o r  th e  M o rt­

g a g e e  t h e r e f o r ,  p r o v id e d  t h a t  th e  L e s s e e  s h a l l  e i t h e r :

(a )  S u b s t i t u t e  ( e i t h e r  by  d i r e c t  p a y m e n t o f  th e  

c o s t  t h e r e o f  o r  by  a d v a n c in g  t o  t h e  C o u n ty  th e  fu n d s  

n e c e s s a r y  t h e r e f o r )  a n d  i n s t a l l  a n y w h e re  i n  t h e  B u i l d ­

in g  o r  on th e  L e a se d  L and o t h e r  m a c h in e r y ,  e q u ip m e n t  o r  

r e l a t e d  p r o p e r t y  h a v in g  e q u a l  o r  g r e a t e r  u t i l i t y  ( b u t  

n o t  n e c e s s a r i l y  h a v in g  t h e  sam e f u n c t i o n )  i n  t h e  o p e r ­

a t i o n  o f  t h e  P r o j e c t  f o r  th e  p u r p o s e  f o r  w h ic h  i t  i s  

i n t e n d e d ,  a l l  o f  w h ic h  s u b s t i t u t e d  m a c h in e r y ,  e q u ip m e n t  

o r  r e l a t e d  p r o p e r t y  s h a l l  be  f r e e  o f  a l l  l i e n s  an d  

e n c u m b ra n c e s  ( o t h e r  th a n  P e r m i t t e d  E n c u m b ra n c e s )  an d  

s h a l l  becom e a p a r t  o f  t h e  L e a s e d  E q u ip m e n t;  o r

(b) N o t m ake a n y  su c h  s u b s t i t u t i o n  a n d  i n s t a l ­

l a t i o n ,  p r o v id e d  ( i )  t h a t  i n  t h e  c a s e  o f  t h e  s a l e  o f  

a n y  s u c h  L e a s e d  E q u ip m e n t t o  a n y o n e  o t h e r  th a n  i t s e l f  

o r  i n  t h e  c a s e  o f  t h e  s c r a p p i n g  t h e r e o f , t h e  L e s s e e  

s h a l l  p a y  t o  t h e  M o r tg a g e e ,  to  be a p p l i e d  a g a i n s t  t h e  

p r i n c i p a l  l a s t  m a tu r in g  o n  th e  N o te s ,  t h e  p r o c e e d s  fro m  

s u c h  s a l e  o r  t h e  s c r a p  v a lu e  t h e r e o f ,  a s  t h e  c a s e  may 

b e ,  ( i i )  t h a t  i n  t h e  c a s e  o f  t h e  t r a d e - i n  o f  s u c h  

L e a se d  E q u ip m e n t f o r  o t h e r  m a c h i n e r y ,  e q u ip m e n t  o r  

r e l a t e d  p r o p e r t y  n o t  t o  b e  i n s t a l l e d  i n  t h e  B u i l d i n g  o r  

on  th e  L e a se d  L a n d , t h e  L e s s e e  s h a l l  p a y  t o  t h e  M o rt­

g a g e e ,  to  be  a p p l i e d  a g a i n s t  t h e  p r i n c i p a l  l a s t  m a tu r -
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i n g  on  th e  N o te s ,  t h e  am o u n t o f  th e  c r e d i t  r e c e i v e d  by  

i t  in  s u c h  t r a d e - i n  a n d  ( i i i )  t h a t  in  t h e  c a s e  o f  th e

s a l e  o f  a n y  s u c h  L e a se d  E q u ip m e n t t o  th e  L e s s e e  o r  in

I h e  e a s e  o f  .m y  o t h e r  d i r . p o r . i l  io n  l l i c r e o f ,  t h e  L e s s e e  

s h a l l  p a y  t o  th e  M o r tg a g e e ,  t o  b e  a p p l i e d  a g a i n s t  th e  

l a s t  m a tu r in g  p r i n c i p a l  i n s t a l l m e n t s  on t h e  N o te s ,  

an  am o u n t e q u a l  t o  t h e  o r i g i n a l  c o s t  t h e r e o f  l e s s  

d e p r e c i a t i o n  a t  r a t e s  c a l c u l a t e d  in  a c c o r d a n c e  w i th  

g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r a c t i c e s .

The r e m o v a l  f ro m  t h e  P r o j e c t  o f  a n y  p o r t i o n  o f  t h e  L e a se d  

E q u ip m e n t p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  t h i s  S e c t i o n  s h a l l  

n o t  e n t i t l e  t h e  L e s s e e  t o  a n y  a b a te m e n t  o r  d im i n u t i o n  o f  t h e  

r e n t s  p a y a b le  u n d e r  S e c t i o n  5 .3  h e r e o f .

T he L e s s e e  s h a l l  p r o m p t ly  r e p o r t  t o  th e  M o r tg a g e e  e a c h  

s u c h  r e m o v a l ,  s u b s t i t u t i o n ,  s a l e  a n d  o t h e r  d i s p o s i t i o n  an d  

s h a l l  p ay  t o  t h e  M o rtg a g e e  s u c h  a m o u n ts  a s  a r e  r e q u i r e d  by  

th e  p r o v i s i o n s  o f  t h e  p r e c e d i n g  s u b s e c t i o n  (b ) o f  t h i s  

S e c t i o n  t o  b e  p a i d  to  t h e  M o r tg a g e e  p r o m p t ly  a f t e r  t h e  s a l e ,  

t r a d e - i n  o r  o t h e r  d i s p o s i t i o n  r e q u i r i n g  s u c h  p a y m e n t; 

p r o v i d e d ,  t h a t  n o  s u c h  r e p o r t  and  p a y m e n t n e e d  b e  m ade u n t i l  

t h e  am o u n t t o  b e  s o  p a i d  on a c c o u n t  o f  a l l  s u c h  s a l e s ,  

t r a d e - i n s  o r  o t h e r  d i s p o s i t i o n s  n o t  p r e v i o u s l y  r e p o r t e d  

a g g r e g a t e s  a t  l e a s t  $ 1 0 ,0 0 0 .  T he L e s s e e  s h a l l  n o t  r e ­

m ove, o r  p e r m i t  t h e  r e m o v a l  o f ,  a n y  o f  t h e  L e a s e d  E q u ip m e n t 

fro m  th e  L e a s e d  L and e x c e p t  i n  a c c o r d a n c e  w i th  t h e  p r o v i s i o n s  

o f  t h i s  S e c t i o n .
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SECTION b . J T a x e s ,  O llie r  G o v e rn m e n ta l  C h a rg e s  an d

U t i l i t y  C h a r g e s . T he C o u n ty  an d  th e  L e s s e e  a c k n o w le d g e  ( i )  

t h a t  p u r s u a n t  t o  S e c t i o n  13 o f  th e  A c t ,  no p a r t  o f  t h e  P r o ­

j e c t  owned by t h e  C o u n ty  w i l l  b e  s u b j e c t  t o  t a x a t i o n  in  

S o u th  C a r o l i n a ,  ( i i )  t h a t  u n d e r  p r e s e n t  law  th e  in co m e an d  

p r o f i t s  ( i f  a n y )  o f  t h e  C o u n ty  fro m  t h e  P r o j e c t  a r e  n o t  

s u b j e c t  t o  e i t h e r  F e d e r a l  o r  S o u th  C a r o l i n a  t a x a t i o n ,  ( i i i )  

and  t h a t  u n d e r  p r e s e n t  la w  t h e r e  i s  n o  t a x  im p o se d  upon  

l e a s e h o l d  e s t a t e s  i n  S o u th  C a r o l i n a ,  a n d  ( i v )  t h a t  t h e s e  

f a c t o r s ,  am ong o t h e r s ,  h a v e  in d u c e d  t h e  L e s s e e  t o  e n t e r  i n t o  

t h i s  A g re e m e n t.

H o w ev er, t h e  L e s s e e  w i l l  p a y ,  a s  t h e  sam e becom e d u e ,  

a l l  t a x e s  an d  g o v e r n m e n ta l  c h a r g e s  o f  a n y  k in d  w h a ts o e v e r  

t h a t  may a t  a n y  t im e  b e  l a w f u l l y  a s s e s s e d  o r  l e v i e d  a g a i n s t  

o r  w i th  r e s p e c t  t o  t h e  P r o j e c t  o r  a n y  m a c h i n e r y ,  e q u ip m e n t  

o r  o t h e r  p r o p e r t y  i n s t a l l e d  o r  b r o u g h t  by t h e  L e s s e e  t h e r e i n  

o r  t h e r e o n  ( i n c l u d i n g ,  w i t h o u t  l i m i t i n g  t h e  g e n e r a l i t y  o f  

th e  f o r e g o i n g ,  a n y  t a x e s  l e v i e d  upon o r  w i th  r e s p e c t  to  th e  

l e a s e  r e n t a l s ,  r e v e n u e s  o r  r e c e i p t s  o f  t h e  C o u n ty  from  th e  

P r o j e c t  w h ic h ,  i f  n o t  p a i d ,  w i l l  b ecom e a l i e n  on th e  P r o ­

j e c t  p r i o r  t o  o r  on a  p a r i t y  w i th  t h e  l i e n  o f  t h e  M o rtg a g e  

o r  a c h a r g e  on  t h e  r e v e n u e s  an d  r e c e i p t s  t h e r e f r o m  p r i o r  t o  

o r  on  a  p a r i t y  w i t h  t h e  c h a r g e  t h e r e o n  an d  t h e  p l e d g e  o r  

a s s ig n m e n t  t h e r e o f  t o  b e  c r e a t e d  an d  m ade i n  th e  M o r tg a g e ,  

and  i n c l u d i n g  a l l  ad  v a lo r e m  t a x e s  l a w f u l l y  a s s e s s e d  upon
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I l ie  l e a s e h o l d  e s t a t e  h e r e b y  g r a n t e d  a n d  c o n v e y e d  t o  t h e  

L e s s e e  i n  t h e  L e a s e d  L a n d , B u i l d i n g  a n d  L e a se d  E q u ip m e n t ) ,

a l l  u t i l i t y  an d  o t h e r  c h a r g e s  i n c u r r e d  in  t h e  o p e r a t i o n ,  

m a in t e n a n c e ,  u s e ,  o c c u p a n c y  a n d  u p k e e p  o f  t h e  P r o j e c t  an d  

a l l  a s s e s s m e n t s  an d  c h a r g e s  l a w f u l l y  made by an y  g o v e r n ­

m e n ta l  b o d y  f o r  p u b l i c  im p ro v e m e n ts  t h a t  may be s e c u r e d  by 

l i e n  on th e  P r o j e c t ;  p r o v i d e d ,  t h a t  w i th  r e s p e c t  t o  s p e c i a l  

a s s e s s m e n t s  o r  o t h e r  g o v e r n m e n ta l  c h a r g e s  t h a t  may l a w f u l l y  

b e  p a i d  i n  i n s t a l l m e n t s  o v e r  a  p e r i o d  o f  y e a r s ,  t h e  L e s s e e  

s h a l l  b e  o b l i g a t e d  t o  p a y  o n ly  s u c h  i n s t a l l m e n t s  a s  th e y

becom e d u e .

I f  t h e  L e s s e e  s h a l l  f i r s t  n o t i f y  th e  M o rtg a g e e  o f  i t s  

i n t e n t i o n  s o  t o  d o ,  t h e  L e s s e e  m ay, a t  i t s  e x p e n s e  a n d  in  

i t s  own nam e a n d  b e h a l f  o r  in  t h e  name an d  b e h a l f  o f  th e  

C o u n ty ,  i n  g o o d  f a i t h  c o n t e s t  a n y  s u c h  t a x e s ,  a s s e s s m e n t s  

a n d  o t h e r  c h a r g e s  a n d ,  i n  t h e  e v e n t  o f  an y  s u c h  c o n t e s t ,  may 

p e r m i t  t h e  t a x e s ,  a s s e s s m e n t s  o r  o t h e r  c h a r g e s  so  c o n t e s t e d  

t o  r e m a in  u n p a id  d u r i n g  t h e  p e r i o d  o f  s u c h  c o n t e s t  an d  an y  

a p p e a l  t h e r e f r o m  u n l e s s  t h e  M o r tg a g e e  s h a l l  n o t i f y  th e  

L e s s e e  t h a t ,  i n  t h e  o p i n i o n  o f  I n d e p e n d e n t  C o u n s e l ,  by n o n ­

p a y m e n t o f  an y  s u c h  i t e m s  t h e  l i e n  o r  s e c u r i t y  i n t e r e s t  o f  

t h e  M o rtg a g e  w i l l  b e  m a t e r i a l l y  e n d a n g e r e d  o r  t h e  P r o j e c t  o r  

a n y  p a r t  t h e r e o f  w i l l  b e  s u b j e c t  t o  lo r,:; o r  f o r f e i t u r e ,  i n  

w h ic h  e v e n t  s u c h  t a x e s ,  a s s e s s m e n t s  o r  c h a r g e s  s h a l l  b e  p a i d
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p r o m p t ly .  T he C o u n ty  w i l l  c o o p e r a t e  f u l l y  w i th  th e  L essee  

i n  an y  s u c h  c o n t e s t .  In  th e  e v e n t  t h a t  th e  L e s s e e  s h a l l

f a i l  to  p a y  a n y  o f  th e  f o r e g o in g  i te m s  r e q u i r e d  by t h i s  

S e c t i o n  t o  bo p a i d  by th e  L e s s e e ,  t h e  C o u n ty  o r  th e  M o rt­

g a g e e  may ( b u t  s h a l l  b e  u n d e r  no  o b l i g a t i o n  to )  pay  th e  sam e 

an d  a n y  a m o u n ts  s o  a d v a n c e d  t h e r e f o r  by  th e  C o u n ty  o r  th e  

M o rtg a g e e  s h a l l  becom e an a d d i t i o n a l  o b l i g a t i o n  o f  t h e  

L e s s e e  t o  t h e  o n e  m ak in g  th e  a d v a n c e m e n t,  w h ich  a m o u n ts , 

t o g e t h e r  w i t h  i n t e r e s t  t h e r e o n  a t  t h e  P e n a l t y  R a te  from  t h e  

d a t e  t h e r e o f  u n t i l  p a i d ,  th e  L e s s e e  a g r e e s  t o  p a y .

SECTION 6 . 4 . I n s u r a n c e  R e q u i r e d . (a ) L e s s e e  s h a l l ,  a t  

L e s s e e 's  s o l e  c o s t  a n d  e x p e n s e  a t  a l l  t im e s  d u r in g  t h e  L e a s e  

T erm , k e e p  t h e  P r o j e c t  i n s u r e d  a g a i n s t  l o s s  o r  dam age in  

a c c o r d a n c e  w i th  t h e  c u s to m a ry  i n s u r a n c e  p r a c t i c e s  o f  L e s s e e ,  

b u t  i n  a l l  e v e n t s  t o  t h e  f o l l o w i n g  e x t e n t :

(1 ) A g a i n s t  t h e  p e r i l s  o f  f i r e  an d  th e  h a z a r d s  

o r d i n a r i l y  i n c l u d e d  u n d e r  s t a n d a r d  e x te n d e d  c o v e r a g e  

e n d o r s e m e n ts  i n  a m o u n ts  n e c e s s a r y  to  p r e v e n t  th e  a p p l i ­

c a t i o n  o f  t h e  c o - i n s u r a n c e  p r o v i s i o n s  o f  t h e  a p p l i c a b l e  

p o l i c i e s  b u t  n o t  l e s s  t h a n  th e  l e s s e r  o f  80% o f  th e  

f u l l  i n s u r a b l e  v a lu e  t h e r e o f  w i t h i n  t h e  te rm s  o f  a p p l i ­

c a b l e  p o l i c i e s  o r  an  am o u n t e q u a l  to  t h e  p r i n c i p a l  

am o u n t o f  t h e  N o te s  o u t s t a n d i n g  from  Lime to  L im e.

(2) A g a i n s t  w ar r i s k s  when a  s t a t e  o f  w ar o r  

n a t i o n a l  o r  p u b l i c  e m e rg e n c y  e x i s t s  an d  s u c h  i n s u r a n c e
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i s  o b t a i n a b l e  1 rom  a d o p a i U ncu t 01 a g e n c y  ol th e  Uni Led

S t a t e s  G o v e rn m e n t, upon r e a s o n a b l e  te r m s ,  in  th e  f u l l  

am o u n t n e c e s s a r y  t o  p r e v e n t  t h e  a p p l i c a t i o n  o f  th e  c o -  

i n s u r a n c e  p r o v i s i o n s  o f  th e  a p p l i c a b l e  p o l i c i e s  b u t  n o t  

l e s s  th a n  80% o f  t h e  t h e n  f u l l  i n s u r a b l e  v a l u e ,  o r ,  i f  

s u c h  a m o u n ts  be  n o t  o b t a i n a b l e ,  th e n  i n  t h e  h i g h e s t

am o u n t w h ic h  c a n  be s o  o b t a i n e d .

(3) I f  t h e r e  a r e  b o i l e r s  o r  p r e s s u r e  v e s s e l s ,  

fro m  b o i l e r  o f  p r e s s u r e  v e s s e l  e x p l o s i o n  in  an  am oun t 

c u s t o m a r i l y  c a r r i e d  i n  t h e  c a s e  o f  s i m i l a r  i n d u s t r i a l  

o p e r a t i o n s .

The te rm  " f u l l  i n s u r a b l e  v a lu e "  m eans s u c h  v a l u e  a s  

s h a l l  b e  d e te r m in e d  fro m  t im e  t o  t im e  a t  th e  r e q u e s t  o f  th e  

C o u n ty , L e s s e e  o r  M o r tg a g e e  ( b u t  n o t  m ore f r e q u e n t l y  th a n  

o n c e  i n  e v e r y  t w e n t y - f o u r  (24) m o n th s )  by one  o f  t h e  i n s u r ­

e r s  s e l e c t e d  by L e s s e e .

(b) A t a l l  t im e s  d u r i n g  t h e  L e a s e  T erm , L e s s e e  s h a l l  

a t  no  c o s t  o r  e x p e n s e  t o  t h e  C o u n ty , m a in t a in  o r  c a u s e  t o  be 

m a i n t a i n e d :

( i )  G e n e r a l  p u b l i c  l i a b i l i t y  i n s u r a n c e  ( i n c l u d i n g

W o rk m en 's  C o m p e n s a tio n  i n s u r a n c e  i n  a m o u n ts  u s u a l l y  

c a r r i e d  by s i m i l a r  o p e r a t i o n s )  a g a i n s t  c l a i m s  f o r  

b o d i l y  i n j u r y  o r  d e a t h  o c c u r r i n g  u p o n , in  o r  a b o u t  th e  

P r o j e c t ,  w i th  s u c h  i n s u r a n c e  ( o t h e r  th a n  W o rk m en 's  

C o m p e n s a tio n  I n s u r a n c e )  to  a f f o r d  p r o t e c t i o n  t o  t h e
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l i m i t s  o f  n o t  l e s s  th a n  $ 2 5 0 ,0 0 0  in  r e s p e c t  t o  b o d i l y  

i n j u r y  o r  d e a t h  t o  an y  o n e  p e r s o n  and  t o  th e  l i m i t  o f  

n o t  l e s s  th a n  $ 5 0 0 ,0 0 0  in  r e s p e c t  o f  an y  o n e  a c c i d e n t ;

a n d

( i i )  P r o p e r t y  dam age i n s u r a n c e  a g a i n s t  c l a im s  f o r  

dam age to  p r o p e r t y  o c c u r r i n g  u p o n , i n  o r  a b o u t  th e  

P r o j e c t  w i th  s u c h  i n s u r a n c e  t o  a f f o r d  p r o t e c t i o n  t o  t h e  

l i m i t  o f  n o t  l e s s  th a n  $ 5 0 0 ,0 0 0  i n  r e s p e c t  o f  dam age to  

th e  p r o p e r t y  o f  a n y  o n e  o w n e r .

(c) T he i n s u r a n c e  r e q u i r e d  by  t h i s  S e c t i o n  6 . 4 ,  e x c e p t  

t h e  s a i d  w a r r i s k  i n s u r a n c e ,  s h a l l  be m a in t a in e d  in  f u l l  

f o r c e  a n d  e f f e c t  a t  a l l  t im e s  d u r i n g  th e  L e a se  T erm , e x c e p t  

t h a t  s u c h  i n s u r a n c e  r e q u i r e d  by S e c t i o n  6 .4 ( a )  n e e d  n o t  be  

p l a c e d  i n  f o r c e  an d  e f f e c t  u n t i l  t h e  c o m p le t io n  o f  th e  

c o n s t r u c t i o n  o f  th e  B u i l d i n g ,  p r o v i d e d  t h a t  b u i l d e r ’ s r i s k  

i n s u r a n c e  i s  i n  e f f e c t  a t  l e a s t  t o  t h e  e x t e n t  c o n te m p la te d  

b y  S e c t i o n  6 . 4 ( a )  a n d  p r o v id e d  f u r t h e r  t h a t  in  no  e v e n t  

s h a l l  t h e  i n s u r a n c e  r e q u i r e d  by S e c t i o n  6 .4 ( a )  b e  p la c e d  

i n t o  f o r c e  a n d  e f f e c t  l a t e r  th a n  th e  e x p i r a t i o n  o f  th e  

b u i l d e r ' s  r i s k  i n s u r a n c e  c a r r i e d  p u r s u a n t  t o  th e  p r o v i s i o n s  

o f  a n y  c o n t r a c t s  e n t e r e d  i n t o  w i t h  c o n t r a c t o r s ,  w i th  th e  e n d  

i n  v ie w  o f  h a v in g  f u l l  i n s u r a n c e  c o v e r a g e  a t  a l l  t im e s .

(d) C o p ie s  o r  c e r t i f i c a t e s  o f  t h e  i n s u r a n c e  r e q u i r e d  

b y  t h i s  S e c t i o n ,  e a c h  b e a r i n g  n o t a t i o n s  e v id e n c in g  p ay m en t
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o f  t h e  p rem iu m s o r  o t h e r  e v id e n c e  o f  p a y m e n t s a t i s f a c t o r y  to  

t h e  M o r tg a g e e ,  s h a l l  be  d e l i v e r e d  by L e s s e e  t o  t h e  M o r t­

g a g e e .  A nd, in  t h e  c a s e  o f  e x p i r i n g  p o l i c i e s  t h r o u g h o u t  t h e  

te r m ,  c o p ie : :  o r  c e r t i f i c a t e s  o i an y  new o r  r e n e w a l  p o l i c i e s ,  

e a c h  b e a r i n g  n o t a t i o n s  e v i d e n c i n g  p a y m e n t o f  t h e  p re m iu m s  o r  

o t h e r  e v id e n c e  o f  p a y m en t s a t i s f a c t o r y  t o  t h e  M o r tg a g e e ,  

s h a l l  b e  d e l i v e r e d  by  L e s s e e  t o  t h e  M o r tg a g e e .

(e )  P o l i c i e s  o f  i n s u r a n c e  p r o v id e d  f o r  in  S e c t i o n  

6 . 4 ( a )  a n d  a n y  b u i l d e r ' s  r i s k  i n s u r a n c e  r e f e r r e d  t o  in  

S e c t i o n  6 . 4 ( c )  s h a l l  name t h e  C o u n ty  a n d  t h e  L e s s e e  a s  

i n s u r e d s  a s  t h e i r  r e s p e c t i v e  i n t e r e s t s  may a p p e a r ,  p r o v i d e d ,  

h o w e v e r , t h a t  t h e  M o rtg a g e e  s h a l l  a l s o  b e  nam ed a s  a  p a r t y  

i n s u r e d  p u r s u a n t  t o  a  s t a n d a r d  m o r tg a g e e  c l a u s e  a s  i t s  

i n t e r e s t s  may a p p e a r ,  a n d  p r o v id e d  f u r t h e r  t h a t  w h i l e  an y  

am o u n t r e m a in s  u n p a id  on  t h e  N o te s ,  a l l  s u c h  i n s u r a n c e  

p r o c e e d s  s h a l l  be p a y a b le  a s  p r o v id e d  i n  S e c t i o n  7 .1  h e r e o f .

( f )  A l l  i n s u r a n c e  r e q u i r e d  by  t h i s  S e c t i o n  6 .4  s h a l l  

b e  e f f e c t e d  w i th  r e s p o n s i b l e  i n s u r a n c e  c o m p a n ie s  s e l e c t e d  by 

t h e  L e s s e e .  L e s s e e  s h a l l  c a u s e  a p p r o p r i a t e  p r o v i s i o n s  t o  be 

i n s e r t e d  in  e a c h  i n s u r a n c e  p o l i c y  m ak in g  e a c h  p o l i c y  n o n -  

c a n c e l l a b l e  w i t h o u t  a t  l e a s t  t e n  (10 ) d a y s  p r i o r  w r i t t e n  

n o t i c e  t o  t h e  C o u n ty ,  L e s s e e  an d  M o r tg a g e e .  A ls o ,  i t  i s  

a g r e e d  t h a t  no c l a im  s h a l l  b e  m ade a n d  no  suxL  o r  a c t i o n  a t  

law  o r  i n  e q u i t y  s h a l l  b e  b r o u g h t  by  t h e  C o u n ty  o r  by  a n y o n e
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c l a i m in g  b y ,  th r o u g h  o r  u n d e r  th e  C o u n ty ,  a g a i n s t  L e s s e e  f o r  

an y  dam age t o  t h e  P r o j e c t  c o v e r e d  by th e  i n s u r a n c e  p r o v id e d  

f o r  by t h i s  S e c t i o n  6 . 4 ,  h o w e v e r c a u s e d ,  b u t  n o th in g  i n  t h i s  

s u b - s e c t i o n  ( f )  s h a l l  d i m i n i s h  L e s s e e 's  o b l i g a t i o n  t o  r e p a i r  

o r  r e b u i l d  a s  p r o v id e d  i n  S e c t i o n  7 . 1 .  The L e s s e e  s h a l l  

h av e  t h e  s o l e  r i g h t  a n d  r e s p o n s i b i l i t y  to  a d j u s t  an y  l o s s  

w i th  t h e  i n s u r e r  in v o lv e d  a n d  t o  c o n d u c t  a n y  n e g o t i a t i o n s  in  

c o n n e c t io n  t h e r e w i t h ,  p r o v id e d  t h a t  s o  lo n g  a s  an y  am oun t 

r e m a in s  o u t s t a n d i n g  an d  u n p a id  on t h e  d o t e s ,  no s e t t l e m e n t  o f  

a n y  c la im  s h a l l  b e  e f f e c t e d  w i t h o u t  t h e  w r i t t e n  c o n s e n t  o f  

t h e  M o r tg a g e e .

SECTION 6 . 5 . A p p l i c a t i o n  o f  N e t P r o c e e d s  o f  I n s u r a n c e . 

The N e t P r o c e e d s  o f  t h e  i n s u r a n c e  c a r r i e d  p u r s u a n t  t o  t h e  

p r o v i s i o n s  o f  S e c t i o n  6 .4 ( a )  h e r e o f  s h a l l  b e  r e c e i v e d  by  th e  

L e s s e e  an d  s h a l l  th e n  b e  p a i d  an d  a p p l i e d  a s  p r o v id e d  i n

S e c t i o n  7 .1  h e r e o f  an d  t h e  N e t P r o c e e d s  o f  I n s u r a n c e  c a r r i e d

p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  S e c t i o n  6 .4 ( b )  h e r e o f  s h a l l  be 

a p p l i e d  to w a rd  e x t i n g u i s h m e n t  o r  s a t i s f a c t i o n  o f  t h e  l i a b i l ­

i t y  w i t h  r e s p e c t  t o  w h ic h  s u c h  i n s u r a n c e  p r o c e e d s  may be  

p a i d .

SECTION 6 . 6 . A d v a n c e s  by  th e  C o u n ty  o r  th e  M o r tg a g e e .

In  th e  e v e n t  th e  L e s s e e  s h a l l  f a i l  t o  m a i n t a i n  t h e  f u l l  

i n s u r a n c e  c o v e r a g e  r e q u i r e d  by  t h i s  A g re e m e n t o r  s h a l l  f a i l  

t o  k e ep  th e  P r o j e c t  i n  a s  r e a s o n a b l y  s a f e  c o n d i t i o n  a s  i t s  

o p e r a t i o n s  w i l l  p e r m i t ,  o r  s h a l l  f a i l  t o  k e e p  th e  B u i ld in g
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a n d  t h e  L e a s e d  E q u ip m e n t in  good  r e p a i r  and good  o p e r a t i n g  

c o n d i t i o n ,  t h e  C o u n ty  o r  t h e  M o rtg a g e e  may ( b u t  s h a l l  b e  

u n d e r  n o  o b l i g a t i o n  t o )  t a k e  o u t  t h e  r e q u i r e d  p o l i c i e s  o f  

i n s u r a n c e  a n d  p ay  t h e  p rem iu m s on th e  same o r  m ake th e  

r e q u i r e d  r e p a i r s ,  r e n e w a l s  and  r e p l a c e m e n t s ;  and  a l l  am o u n ts  

s o  a d v a n c e d  t h e r e f o r  b y  th e  C o u n ty  o r  th e  M o rtg a g e e  s h a l l  

becom e a n  a d d i t i o n a l  o b l i g a t i o n  o f  t h e  L e s s e e  to  t h e  one  

m ak in g  t h e  a d v a n c e m e n t ,  w h ic h  a m o u n ts ,  t o g e t h e r  w i th  i n t e r e s t  

t h e r e o n  a t  t h e  P e n a l t y  R a te  fro m  th e  d a t e  t h e r e o f ,  th e  

L e s s e e  a g r e e s  t o  p a y .
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ARTICLE V II

DAMAGE, DESTRUCTION AND CONDEMNATION

SECTION 7 . 1 . Damage an d  D e s t r u c t i o n . (a )  U n le s s  th e  

B u i ld in g  o r  th e  L e a se d  E q u ip m e n t s h a l l  be  d am ag ed  t o  th e  e x ­

t e n t  p r e s c r i b e d  b y , a n d  th e  L e s s e e  s h a l l  e l e c t  t o  e x e r c i s e  

i t s  o p t i o n  t o  p u r c h a s e  p u r s u a n t  t o ,  t h e  p r o v i s i o n s  o f  S e c ­

t i o n  1 1 .2 ( a )  h e r e o f ,  i f  p r i o r  t o  f u l l  p a y m e n t o f  t h e  N o te s  

t h e  P r o j e c t  i s  dam aged  by  f i r e  o r  o t h e r  c a s u a l t y  t o  s u c h  e x ­

t e n t  t h a t  t h e  c la im  f o r  l o s s  u n d e r  t h e  i n s u r a n c e  p o l i c i e s  

r e q u i r e d  t o  b e  c a r r i e d  p u r s u a n t  t o  S e c t i o n  6 . 4 ( a )  h e r e o f  

r e s u l t i n g  fro m  s u c h  d e s t r u c t i o n  o r  dam age i s  n o t  g r e a t e r  

th a n  $ 1 0 0 ,0 0 0  th e  L e s s e e  ( i )  w i l l  p ro m p t ly  r e p a i r ,  r e b u i l d

o r  r e s t o r e  t h e  p r o p e r t y  dam aged  o r  d e s t r o y e d  t o  s u b s t a n t i a l l y  

t h e  sam e c o n d i t i o n  t h e r e o f  a s  e x i s t e d  p r i o r  t o  t h e  e v e n t  

c a u s in g  s u c h  dam age o r  d e s t r u c t i o n  w i th  s u c h  c h a n g e s ,  a l t e r ­

a t i o n s  a n d  m o d i f i c a t i o n s  ( i n c l u d i n g  t h e  s u b s t i t u t i o n  and  

a d d i t i o n  o f  o t h e r  p r o p e r t y )  a s  may be  d e s i r e d  by  t h e  L e s s e e  

an d  a s  w i l l  n o t  a d v e r s e l y  a f f e c t  t h e  u s e  o f  t h e  P r o j e c t  f o r  

t h e  p u r p o s e  f o r  w h ic h  i t  i s  i n t e n d e d ,  an d  ( i i )  s h a l l  a p p ly  

f o r  s u c h  p u r p o s e  so  much a s  may b e  n e c e s s a r y  o f  a n y  N e t 

P r o c e e d s  o f  i n s u r a n c e  r e s u l t i n g  fro m  s u c h  c l a i m s  f o r  l o s s e s .  

A l l  N e t P r o c e e d s  o f i n s u r a n c e  r e s u l t i n g  fro m  s u c h  c l a i m s  f o r  

l o s s e s  n o t  i n  e x c e s s  o f  $ 1 0 0 ,0 0 0  s h a l l  be  p a i d  to  th e  L e s s e e ,  

s u b j e c t  to  p r o v i s i o n s  o f  S e c t i o n  7 .1 ( 3 )  h e r e o f .

(b) U n le s s  t h e  B u i ld in g  o r  th e  L e a s e d  E q u ip m e n t s h a l l  

b e  d e s t r o y e d  o r  dam aged  t o  t h e  e x t e n t  p r e s c r i b e d  b y ,  a n d  th e

V II -  1



L e s s e e  s h a l l  e l e c t  to  e x e r c i s e  i t s  o p t i o n  to  p u r c h a s e  p u r ­

s u a n t  t o ,  t h e  p r o v i s i o n s  o f  S e c t i o n  1 1 .2 ( a )  h e r e o f ,  i f  p r i o r  

to  f u l l  p a y m e n t o f  t h e  N o te s  t h e  P r o j e c t  i s  d e s t r o y e d  o r  i s  

dam aged  ( in  w h o le  o r  i n  p a r t )  by f i r e  o r  o t h e r  c a s u a l t y  to  

s u c h  e x t e n t  t h a t  t h e  c l a i m  f o r  l o s s  u n d e r  t h e  i n s u r a n c e  

p o l i c i e s  r e q u i r e d  t o  b e  c a r r i e d  p u r s u a n t  to  S e c t i o n  6 .4 ( a )  

h e r e o f  r e s u l t i n g  fro m  s u c h  d e s t r u c t i o n  o r  dam age i s  i n  

e x c e s s  o f  $ 1 0 0 ,0 0 0 ,  t h e  L e s s e e  s h a l l  p r o m p t ly  g iv e  w r i t t e n  

n o t i c e  t h e r e o f  t o  t h e  M o r tg a g e e .  A l l  N e t P r o c e e d s  o f  i n s u r ­

a n c e  r e c e i v e d  by t h e  L e s s e e  r e s u l t i n g  fro m  s u c h  c la i m s  f o r  

l o s s e s  i n  e x c e s s  o f  $ 1 0 0 ,0 0 0  s h a l l  b e  p a i d  t o  an d  h e l d  by  

th e  M o rtg a g e e  in  a s e p a r a t e  t r u s t  a c c o u n t ,  w h e re u p o n  ( i )  t h e  

L e s s e e  w i l l  p r o c e e d  p r o m p t ly  t o  r e p a i r ,  r e b u i l d  o r  r e s t o r e  

th e  p r o p e r t y  d am ag ed  o r  d e s t r o y e d  t o  s u b s t a n t i a l l y  t h e  sam e 

c o n d i t i o n  t h e r e o f  a s  e x i s t e d  p r i o r  t o  th e  e v e n t  c a u s in g  s u c h  

dam age o r  d e s t r u c t i o n  w i th  s u c h  c h a n g e s ,  a l t e r a t i o n s  an d  

m o d i f i c a t i o n s  ( i n c l u d i n g  t h e  s u b s t i t u t i o n  a n d  a d d i t i o n  o f  

o t h e r  p r o p e r t y )  a s  may be  d e s i r e d  by  th e  L e s s e e  an d  a s  w i l l  

n o t  a d v e r s e l y  a f f e c t  t h e  u s e  o f  t h e  P r o j e c t  f o r  t h e  p u r p o s e  

f o r  w h ic h  i t  i s  i n t e n d e d ,  a n d  ( i i )  t h e  M o rtg a g e e  w i l l  a p p ly  

s o  much a s  m ay b e  n e c e s s a r y  o f  t h e  N e t P r o c e e d s  o f  s u c h  i n ­

s u r a n c e  t o  p a y m e n t o f  t h e  c o s t s  o f  s u c h  r e p a i r ,  r e b u i l d i n g  

o r  r e s t o r a t i o n ,  o iL h e r  on c o m p le t io n  L h e re o l o r  a s  t h e  w ork

p r o g r e s s e s .

(c ) I n  t h e  e v e n t  s a i d  N e t P r o c e e d s  a r e  n o t  s u f f i c i e n t  

t o  p a y  i n  f u l l  t h e  c o s t s  o f  s u c h  r e p a i r ,  r e b u i l d i n g  o r
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r e s t o r a t i o n ,  th e  L e s s e e  w i l l  n o n e t h e l e s s  c o m p le te  s a i d  w ork  

a n d  w i l l  p a y  t h a t  p o r t i o n  o f  t h e  c o s t s  t h e r e o f  i n  e x c e s s  o f  

t h e  am o u n t o f  s a i d  N e t P r o c e e d s .

(d) T he l e s s e e  s h a l l  n o t ,  by  r e a s o n  o f  t h e  p a y m en t o f  

s u c h  e x c e s s  c o s t s  ( w h e th e r  by  d i r e c t  p a y m e n t t h e r e o f  o r  

a d v a n c e s  to  t h e  C o u n ty  o r  M o rtg a g e e  t h e r e f o r ) , b e  e n t i t l e d  

t o  a n y  r e im b u rs e m e n t  f ro m  t h e  C o u n ty ,  o r  t h e  h o l d e r  o f  an y  

o f  t h e  N o te s ,  o r  a n y  a b a te m e n t  o r  d i m i n u t i o n  o f  t h e  r e n t s  

p a y a b le  u n d e r  S e c t i o n  5 .3  h e r e o f .

(e ) Any b a l a n c e  o f  s u c h  N e t P r o c e e d s  r e m a in in g  a f t e r  

p a y m e n t o f  a l l  th e  c o s t s  o f  s u c h  r e p a i r ,  r e b u i l d i n g  o r  r e s ­

t o r a t i o n  s h a l l  be  p a i d  t o  t h e  M o r tg a g e e  t o  b e  a p p l i e d  a g a i n s t  

t h e  p r i n c i p a l  p a y m e n ts  o n  t h e  N o te s  in  i n v e r s e  o r d e r  o f  

t h e i r  m a t u r i t y .  I f  t h e  N o te s  h a v e  b e e n  f u l l y  p a i d  a l l  N e t 

P r o c e e d s  w i l l  be  p a i d  t o  t h e  L e s s e e .

SECTION 7 . 2 . C o n d e m n a t io n . U n le s s  t i t l e  t o ,  o r  

t e m p o r a r y  u s e  o f ,  a l l  o r  s u b s t a n t i a l l y  a l l  o f  t h e  P r o j e c t  

s h a l l  h a v e  b e e n  t a k e n  by  c o n d e m n a tio n  a n d  th e  L e s s e e  s h a l l  

e l e c t  to  e x e r c i s e  i t s  o p t i o n  t o  p u r c h a s e  p u r s u a n t  t o  t h e  

p r o v i s i o n s  o f  S e c t i o n  1 1 .2 ( b )  h e r e o f ,  i n  t h e  e v e n t  t h a t  

t i t l e  t o ,  o r  t h e  t e m p o r a r y  u s e  o f ,  t h e  P r o j e c t  o r  a n y  p a r t  

t h e r e o f  s h a l l  be  t a k e n  u n d e r  t h e  e x e r c i s e  o f  t h e  p o w er o f  

e m in e n t  do m ain  by a n y  y o v e i iim eiiLid b o d y  o r  by .m y p e r s o n ,  

f i r m  o r  c o r p o r a t i o n  a c t i n g  u n d e r  g o v e r n m e n ta l  a u t h o r i t y ,  th e
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L e s s e e  s h a l l  be  o b l i g a t e d  t o  c o n t i n u e  to  make t h e  r e n t a l  

p a y m e n ts  s p e c i f i e d  i n  S e c t i o n  5 .3  h e r e o f .  The C o u n ty ,  t h e  

L e s s e e  a n d  t h e  M o rtg a g e e  s h a l l  c a u s e  th e  N e t P r o c e e d s  r e ­

c e iv e d  by  th em  o r  an y  o f  them  from  any  aw ard  m ade in  su c h

e m in e n t  d o m a in  p r o c e e d i n g s ,  t o  be p a id  t o  and  h e l d  by  th e  

M o rtg a g e e  i n  a  s e p a r a t e  t r u s t  a c c o u n t ,  t o  be a p p l i e d  in  o n e

o r  m ore  o f  t h e  f o l l o w i n g  w ays a s  s h a l l  be d i r e c t e d  i n  w r i t ­

in g  b y  t h e  L e s s e e :

(a )  To th e  r e s t o r a t i o n  by  th e  L e s s e e  o f  t h e  P r o ­

j e c t  t o  s u b s t a n t i a l l y  t h e  sam e c o n d i t i o n  t h e r e o f  a s  

e x i s t e d  p r i o r  t o  t h e  e x e r c i s e  o f  th e  s a i d  p o w er o f

e m in e n t  d o m a in .

(b) To th e  a c q u i s i t i o n ,  by c o n s t r u c t i o n  o r  o t h e r ­

w i s e ,  i n  th e  name o f  t h e  C o u n ty  o f  im p ro v e m e n ts  c o n ­

s i s t i n g  o f  a  b u i l d i n g  o r  b u i l d i n g s ,  f a c i l i t i e s ,  ma­

c h i n e r y ,  e q u ip m e n t o r  o t h e r  p r o p e r t i e s  s u i t a b l e  f o r  t h e  

L e s s e e 's  o p e r a t i o n s  a t  t h e  P r o j e c t  (w h ich  im p ro v e m e n ts  

s h a l l  b e  deem ed a p a r t  o f  th e  P r o j e c t  and  a v a i l a b l e  f o r  

u s e  a n d  o c c u p a n c y  by  th e  L e s s e e  w i th o u t  t h e  p a y m e n t o f  

a n y  r e n t  o t h e r  th a n  a s  h e r e i n  p r o v id e d  to  t h e  sam e 

e x t e n t  a s  i f  s u c h  o t h e r  im p ro v e m e n ts  w ere  s p e c i f i c a l l y  

d e s c r i b e d  h e r e i n  a n d  d e m ise d  h e r e r b y ) ; p r o v i d e d ,  t h a t  

s u c h  im p ro v e m e n ts  s h a l l  b e  a c q u i r e d  by th e  C o u n ty  

s u b j e c t  t o  no  l i e n s  o r  e n c u m b r a n c e s ,  o t h e r  th a n  P e r ­

m i t t e d  E n c u m b ra n c e s .
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(c ) To p a y m en t o f  th e  p r i n c i p a l  o f  t h e  N o te s  in  

i n v e r s e  o r d e r  o f  t h e  m a t u r i t y  o f  i n s t a l l m e n t s  t h e r e o f ,

p r o v id e d  t h a t  t h e  L e s s e e  s h a l l  f u r n i s h  t o  t h e  C o u n ty  

a n d  t h e  M o rtg a g e e  a  c e r t i f i c a t e  o f  an I n d e p e n d e n t  

E n g in e e r  a c c e p t a b l e  t o  th e  C o u n ty  an d  th e  M o rtg a g e e  

s t a t i n g  ( i )  t h a t  t h e  p r o p e r t y  fo rm in g  a p a r t  o f  th e  

P r o j e c t  t h a t  w as t a k e n  by  s u c h  c o n d e m n a tio n  p r o c e e d in g s  

i s  n o t  e s s e n t i a l  t o  t h e  L e s s e e 's  u s e  o r  o c c u p a n c y  o f  

t h e  P r o j e c t ,  o r  ( i i )  t h a t  t h e  P r o j e c t  h a s  b e e n  r e s t o r e d  

t o  a  c o n d i t i o n  s u b s t a n t i a l l y  e q u i v a l e n t  t o  i t s  c o n d i t i o n  

p r i o r  t o  t h e  t a k i n g  by su c h  c o n d e m n a tio n  p r o c e e d i n g s  o r  

( i i i )  t h a t  im p ro v e m e n ts  h a v e  b e e n  a c q u i r e d  w h ic h  a r e  

s u i t a b l e  f o r  t h e  L e s s e e 's  o p e r a t i o n s  a t  t h e  P r o j e c t  a s  

c o n te m p la t e d  by th e  f o r e g o in g  s u b s e c t i o n  (b) o f  t h i s

S e c t i o n .

U n le s s  th e  L e s s e e  s h a l l  h a v e  e l e c t e d  t o  e x e r c i s e  i t s  o p t i o n  

t o  p u r c h a s e  p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  S e c t i o n  1 1 .2 ( b )  

h e r e o f  w i t h i n  n i n e t y  d a y s  fro m  th e  d a t e  o f  e n t r y  o f  a  f i n a l  

o r d e r  i n  a n y  e m in e n t  d o m ain  p r o c e e d in g s  g r a n t i n g  c o n d e m n a tio n  

th e  L e s s e e  s h a l l  d i r e c t  t h e  C o u n ty  a n d  th e  M o r tg a g e e  in  

w r i t i n g  a s  t o  w h ic h  o f  t h e  w ays s p e c i f i e d  i n  t h i s  S e c t i o n  

t h e  L e s s e e  e l e c t s  t o  h a v e  t h e  c o n d e m n a tio n  aw ard  a p p l i e d .

Any b a l a n c e  o f  t h e  N e t P r o c e e d s  o f  t h e  aw ard  i n  s u c h  

e m in e n t  d o m a in  p r o c e e d in g s  s h a l l  be  p a id  to  t h e  M o r tg a g e e  t o  

b e  a p p l i e d  a g a i n s t  t h e  p r i n c i p a l  p a y m e n ts  on t h e  N o te s  

i n  i n v e r s e  o r d e r  o f  t h e i r  m a t u r i t y .  I f  t h e  N o te s  h a v e  b e e n
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f u l l y  p a i d  a l l  N e t P r o c e e d s  s h a l l  b e  p a i d  t o  th e  L e s s e e .

The C o u n ty  s h a l l  c o o p e r a t e  f u l l y  w i th  t h e  L e s s e e  in  th e  

h a n d l in g  an d  c o n d u c t  o f  a n y  p r o s p e c t i v e  o r  p e n d in g  condem ­

n a t i o n  p r o c e e d in g  w i th  r e s p e c t  t o  t h e  P r o j e c t  o r  an y  p a r t  

t h e r e o f  a n d  s h a l l ,  t o  th e  e x L e n l  i t  may l a w f u l l y  do  s o ,  

p e r m i t  t h e  L e s s e e  to  l i t i g a t e  in  an y  s u c h  p r o c e e d in g  i n  th e  

name a n d  b e h a l f  o f  t h e  C o u n ty . In  no e v e n t  s h a l l  th e  C o u n ty  

v o l u n t a r i l y  s e t t l e ,  o r  c o n s e n t  t o  th e  s e t t l e m e n t  o f ,  any  

p r o s p e c t i v e  o r  p e n d in g  c o n d e m n a tio n  p r o c e e d in g  w i th  r e s p e c t  

to  t h e  P r o j e c t  o r  a n y  p a r t  t h e r e o f  w i t h o u t  th e  w r i t t e n  

c o n s e n t  o f  t h e  L e s s e e .  F o r  p u r p o s e s  o f  t h i s  S e c t i o n ,  a  

n e g o t i a t e d  s e t t l e m e n t  o f  a  p r o p o s e d  o r  p e n d in g  condem ­

n a t i o n  o r  e m in e n t  d o m a in  p r o c e e d in g  s h a l l  b e  ta n ta m o u n t  

to  a  f i n a l  o r d e r  i n  a  c o n d e m n a t io n  o r  e m in e n t  d o m ain  p r o ­

c e e d in g  .

SECTION 7 . 3 . C o n d e m n a tio n  o f  L e sse e -O w n ed  P r o p e r t y .

The L e s s e e  s h a l l  a l s o  b e  e n t i t l e d  t o  t h e  N e t P r o c e e d s  o f  an y  

c o n d e m n a tio n  aw ard  o r  p o r t i o n  t h e r e o f  f o r  dam age to  o r  

t a k i n g  o f  i t s  own p r o p e r t y  n o t  i n c l u d e d  i n  th e  P r o j e c t  ( e x ­

c e p t  f o r  d a m ag e s  f o r  t h e  v a l u e  o f  i t s  l e a s e h o l d  e s t a t e  u n d e r  

t h i s  A g re e m e n t w h ic h  s h a l l  b e  d i s p o s e d  o f  p u r s u a n t  t o  S e c ­

t i o n  7 .2  h e r e o f ) .
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ARTICLE V I I I

SPECIAL COVENANTS

SECTION 8 . 1 . No W a r ra n ty  o f  C o n d i t i o n  o r  S u i t a b i l i t y  by 

th e  C o u n ty . The C o u n ty  m akes no  w a r r a n t y ,  e i t h e r  e x p r e s s  o r  

i m p l i e d ,  a s  to  t h e  c o n d i t i o n  o f  t h e  P r o j e c t  o r  t h a t  i t  w i l l  b e  

s u i t a b l e  f o r  t h e  L e s s e e 's  p u r p o s e s  o r  n e e d s .

SECTION 8 . 2 . C o u n t y 's  a n d  M o r tg a g e e 's  R ig h t  o f  A c c e s s  

t o  t h e  P r o j e c t . The L e s s e e  a g r e e s  t h a t  t h e  C o u n ty , t h e  M o r tg a g e e  

an d  t h e  d u l y  a u t h o r i z e d  a g e n t s  o f  e a c h  o f  th em  s h a l l  h a v e  th e  

r i g h t  a t  a l l  r e a s o n a b l e  t im e s  t o  e n t e r  u p o n  t h e  L e a s e d  L and a n d  

t o  e x a m in e  a n d  i n s p e c t  th e  P r o j e c t .  T he L e s s e e  f u r t h e r  a g r e e s  

t h a t  t h e  C o u n ty , t h e  M o rtg a g e e  a n d  t h e i r  o r  e i t h e r  o f  t h e i r  

d u ly  a u t h o r i z e d  a g e n t s  s h a l l  h a v e  s u c h  r i g h t s  o f  a c c e s s  t o  th e  

P r o j e c t  a s  may be r e a s o n a b l y  n e c e s s a r y  f o r  t h e  p r o p e r  m a i n t e ­

n a n c e  o f  t h e  P r o j e c t  in  t h e  e v e n t  o f  f a i l u r e  by  th e  L e s s e e  to  

p e r f o r m  i t s  o b l i g a t i o n s  u n d e r  S e c t i o n  6 .1  h e r e o f .

SECTION 8 . 3 . L e s s e e  t o  M a in t a in  i t s  C o r p o r a te  E x i s t e n c e ; 

C o n d i t i o n s  u n d e r  W hich E x c e p t io n s  P e r m i t t e d . The L e s s e e  

a g r e e s  t h a t  d u r i n g  t h e  L e a s e  Term  i t  w i l l  m a i n t a i n  i t s  

c o r p o r a t e  e x i s t e n c e ,  w i l l  n o t  d i s s o l v e  o r  o t h e r w i s e  d i s p o s e  

o f  a l l  o r  s u b s t a n t i a l l y  a l l  o f  i t s  a s s e t s  an d  w i l l  n o t  

c o n s o l i d a t e  w i th  o r  m e rg e  i n t o  a n o t h e r  c o r p o r a t i o n  o r  p e r m i t  

o n e  o r  m o re  o t h e r  c o r p o r a t i o n s  Lo c o n s o l i d a t e  wiLli o r  m e rg e  

i n t o  i t ,  p r o v i d e d ,  t h a t  th e  L e s s e e  m ay, w i t h o u t  v i o l a t i n g  

t h e  a g r e e m e n t  c o n t a i n e d  in  t h i s  S e c t i o n ,  c o n s o l i d a t e  w i th  o r
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m erg e  i n t o  a  d o m e s t i c  c o r p o r a t i o n  ( i . e . ,  a  c o r p o r a t i o n

o r g a n i z e d  u n d e r  t h e  la w s  o f  o n e  o f  t h e  s t a t e s  o f  t h e  U n i te d  

S t a t e s  o f  A m e r i c a ) , o r  p e r m i t  o n e  o r  m ore  d o m e s t i c  c o r p o r ­

a t i o n s  t o  c o n s o l i d a t e  w i t h  o r  m erg e  i n t o  i t ,  o r  s e l l  o r  

o t h e r w i s e  t r a n s f e r  t o  a  d o m e s t i c  c o r p o r a t i o n  a l l  o r  s u b s t a n ­

t i a l l y  a l l  o f  i t s  a s s e t s  a s  a n  e n t i r e t y  a n d  t h e r e a f t e r  

d i s s o l v e ,  p r o v id e d  t h a t  t h e  s u r v i v i n g ,  r e s u l t i n g  o r  t r a n s ­

f e r e e  c o r p o r a t i o n ,  a s  t h e  c a s e  may b e ,  e x p r e s s l y  a s s u m e s  i n  

w r i t i n g  a l l  o f  t h e  o b l i g a t i o n s  o f  th e  L e s s e e  h e r e i n  and  

q u a l i f i e s  t o  do  b u s i n e s s  i n  S o u th  C a r o l i n a .

SECTION 8 . 4 . Q u a l i f i c a t i o n  in  S o u th  C a r o l i n a . The 

L e s s e e  w a r r a n t s  t h a t  i t  i s  a n d  t h r o u g h o u t  t h e  L e a s e  Term  i t  

w i l l  c o n t i n u e  t o  b e  d u ly  q u a l i f i e d  to  do  b u s i n e s s  i n  S o u th

C a r o l i n a .

SECTION 8 . 5 . R e l e a s e  o f  C e r t a i n  L a n d . I n  a d d i t i o n  t o  

t h e  r i g h t s  g r a n t e d  by  S e c t i o n  1 1 .3  h e r e o f ,  t h e  p a r t i e s  

h e r e t o  r e s e r v e  t h e  r i g h t  a t  a n y  t im e  an d  fro m  t im e  t o  t im e  

to  am end t h i s  A g re e m e n t f o r  t h e  p u r p o s e  o f  e f f e c t i n g  th e  

r e l e a s e  o f  a n d  re m o v a l  fro m  t h i s  A g re e m e n t an d  t h e  l e a s e h o l d  

e s t a t e  c r e a t e d  h e r e b y  ( i )  o f  a n y  u n im p ro v e d  p a r t  o f  t h e  

L e a s e d  L and (on w h ic h  n e i t h e r  t h e  B u i ld in g  n o r  an y  L e a se d  

E q u ip m e n t i s  s i t u a t e d )  on w h ic h  t h e  C o u n ty  th e n  p r o p o s e s  to  

c o n s t r u c t  im p ro v e m e n ts  f o r  l e a s e  t o  t h e  L e s s e e  o r  an y  s u b ­

s i d i a r y  o r  a f f i l i a t e d  c o r p o r a t i o n  t h e r e o f  u n d e r  a n o t h e r  an d  

d i f f e r e n t  l e a s e  a g r e e m e n t  o r  ( i i )  an y  p a r t  ( o r  i n t e r e s t  i n
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s u c h  p a r t )  o f  th e  L e a s e d  Land w i th  r e s p e c t  t o  w h ic h  th e  

C o u n ty  p r o p o s e s  t o  g r a n t  a n  e a s e m e n t  o r  c o n v e y  f e e  t i t l e  t o

a  r a i l r o a d ,  p u b l i c  u t i l i t y  o r  p u b l i c  body  in  o r d e r  t h a t  

r a i l r o a d ,  u t i l i t y  s e r v i c e s  o r  r o a d s  may be  p r o v id e d  f o r  t h e  

P r o j e c t ;  p r o v i d e d ,  t h a t  i f  a t  t h e  t im e  a n y  s u c h  am endm ent i s  

m ade an y  am o u n t i s  o u t s t a n d i n g  an d  u n p a id  upon th e  N o te s  

t h e r e  s h a l l  be d e p o s i t e d  w i th  t h e  M o r tg a g e e  th e  f o l l o w i n g :

(a ) A co p y  o f  s a i d  am endm ent a s  e x e c u t e d .

(b) A r e s o l u t i o n  o f  th e  C o u n ty  B o ard  ( i )  s t a t i n g  t h a t  

t h e  C o u n ty  i s  n o t  in  d e f a u l t  u n d e r  a n y  o f  t h e  p r o v i s i o n s  o f  

t h e  M o rtg a g e  an d  th e  L e s s e e  i s  n o t  t o  t h e  k n o w le d g e  o f  t h e  

C o u n ty  i n  d e f a u l t  u n d e r  a n y  o f  th e  p r o v i s i o n s  o f  t h i s  A g re e ­

m e n t,  ( i i )  g i v i n g  an  a d e q u a te  l e g a l  d e s c r i p t i o n  o f  t h a t  

p o r t i o n  ( t o g e t h e r  w i t h  t h e  i n t e r e s t  in  s u c h  p o r t i o n )  o f  t h e  

L e a se d  L and to  be  r e l e a s e d ,  ( i i i )  s t a t i n g  t h e  p u r p o s e  f o r  

w h ic h  t h e  C o u n ty  d e s i r e s  th e  r e l e a s e ,  ( i v )  s t a t i n g  t h a t  t h e  

s a i d  im p ro v e m e n ts  w h ic h  w i l l  b e  s o  c o n s t r u c t e d  w i l l  be s u c ii  

a s  w i l l  p ro m o te  t h e  c o n t in u e d  i n d u s t r i a l  d e v e lo p m e n t  o f  

S o u th  C a r o l i n a  and  (v ) r e q u e s t i n g  s u c h  r e l e a s e .

(c ) A r e s o l u t i o n  o f  th e  b o a r d  o f  d i r e c t o r s  o f  th e  

L e s s e e  a p p r o v in g  s u c h  am endm ent a n d  s t a t i n g  t h a t  t h e  L e s s e e  

i s  n o t  i n  d e f a u l t  u n d e r  any  o f  t h e  p r o v i s i o n s  o f  t h i s  A g re e ­

m e n t.

(d) A co p y  o f  a n y  a g re e m e n t  w h e r e in  t h e  C o u n ty  a g r e e s  

t o  c o n s t r u c t  im p ro v e m e n ts  on t h e  p o r t i o n  o f  th e  L e a se  Land
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so  r v g u o s to d  io  be  r e l e a s e d  a n d  Lo l e a s e  I lie  sam e, o r  a 

co p y  o f  th e  i n s t r u m e n t  g r a n t i n g  th e  c a s e m e n t  o r  c o n v e y in g

th e  t i t l e  t o  a  r a i l r o a d ,  p u b l i c  u t i l i t y  o r  p u b l i c  b o d y .

(e) A c e r t i f i c a t e  o f  an I n d e p e n d e n t  E n g in e e r  who i s  

a c c e p t a b l e  to  th e  M o r tg a g e e ,  d a t e d  n o t  m ore th a n  s i x t y  d a y s  

p r i o r  t o  t h e  d a t e  o f  t h e  r e l e a s e  and  s t a t i n g  t h a t ,  i n  t h e  

o p i n io n  o f  t h e  p e r s o n  s i g n i n g  s u c h  c e r t i f i c a t e ,  ( i )  t h e  

p o r t i o n  o f  th e  L e a s e d  Land so  p ro p o s e d  t o  b e  r e l e a s e d  i s  

n e c e s s a r y  o r  d e s i r a b l e  i n  o r d e r  t o  o b t a i n  r a i l r o a d ,  u t i l i t y  

s e r v i c e s  o r  r o a d s  t o  b e n e f i t  t h e  P r o j e c t  o r  i s  n o t  o t h e r w i s e  

n e e d e d  f o r  th e  o p e r a t i o n  o f  t h e  P r o j e c t  f o r  t h e  p u r p o s e s  f o r  

w h ic h  i t  i s  i n t e n d e d ,  a n d  ( i i )  t h e  r e l e a s e  s o  p r o p o s e d  t o  be  

m ade w i l l  n o t  im p a i r  t h e  u s e f u l n e s s  o f  t h e  P r o j e c t  f o r  t h e  

p u r p o s e  f o r  w h ic h  i t  i s  i n t e n d e d  an d  w i l l  n o t  d e s t r o y  th e  

m eans o f  i n g r e s s  t h e r e t o  and  e g r e s s  t h e r e f r o m .

I f  a l l  o f  t h e  c o n d i t i o n s  o f  t h i s  S e c t i o n  8 .5  a r e  m e t 

t h e  M o rtg a g e e  s h a l l  r e l e a s e  a n y  s u c h  p r o p e r t y  fro m  t h e  l i e n  

o f  t h e  M o r tg a g e .

No r e l e a s e  e f f e c t e d  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  S e c ­

t i o n  s h a l l  e n t i t l e  t h e  L e s s e e  to  an y  a b a te m e n t  o r  d im in u t i o n  

o f  t h e  r e n t s  p a y a b le  u n d e r  S e c t i o n  5 .3  h e r e o f .

SECTION 8 . 6 . G r a n t in g  o f  E a s e m e n ts . I f  no  e v e n t  o f  

d e f a u l t  u n d e r  t h i s  A g re e m e n t s h a l l  h a v e  h a p p e n e d  and  b e  c o n ­

t i n u i n g ,  t h e  L e s s e e  may a t  a n y  t im e  o r  t im e s  g r a n t  e a s e ­

m e n ts ,  l i c e n s e s ,  r i g h t s  o f  way i n c l u d i n g  th e  d e d i c a t i o n  o f
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p u b l i c  h ig h w a y s )  a n d  o t h e r  r i g h t s  o r  p r i v i l e g e s  i n  th e  

n a t u r e  o f  e a s e m e n ts  w i t h  r e s p e c t  t o  a n y  p r o p e r t y  i n c lu d e d  in  

t h e  P r o j e c t ,  f r e e  from  t h e  l i e n  o f  th e  M o r tg a g e ,  o r  th e  

L e s s e e  may r e l e a s e  e x i s t i n g  e a s e m e n t s ,  l i c e n s e s ,  r i g h t s  o f  

way and  o t h e r  r i g h t s  o r  p r i v i l e g e s  w i t h  o r  w i t h o u t  c o n s i d ­

e r a t i o n ,  an d  th e  C o u n ty  a g r e e s  t h a t  i t  s h a l l  e x e c u t e  an d  

d e l i v e r  a n d  w i l l  c a u s e  a n d  d i r e c t  t h e  M o r tg a g e e  t o  e x e c u te  

a n d  d e l i v e r  a n y  i n s t r u m e n t  n e c e s s a r y  o r  a p p r o p r i a t e  to  

c o n f i r m  a n d  g r a n t  o r  r e l e a s e  an y  s u c h  e a s e m e n t ,  l i c e n s e ,  

r i g h t  o f  way o r  o t h e r  r i g h t  o r  p r i v i l e g e  upon r e c e i p t  o f :

( i )  a co p y  o f  t h e  i n s t r u m e n t  o f  g r a n t  o r  r e l e a s e  ( i i )  a 

w r i t t e n  a p p l i c a t i o n  s i g n e d  b y  t h e  p r e s i d e n t  o r  a  v i c e  p r e s ­

i d e n t  o f  t h e  L e s s e e  r e q u e s t i n g  s u c h  i n s t r u m e n t ;  an d  ( i i i )  a 

c e r t i f i c a t e  e x e c u t e d  b y  t h e  p r e s i d e n t  o r  a v i c e  p r e s i d e n t  o f  

t h e  L e s s e e  s t a t i n g  (1) t h a t  s u c h  g r a n t  o r  r e l e a s e  i s  n o t  

d e t r i m e n t a l  t o  t h e  p r o p e r  c o n d u c t  o f  t h e  b u s i n e s s  o f  t h e  

L e s s e e ,  a n d  (2) t h a t  s u c h  g r a n t  o r  r e l e a s e  w i l l  n o t  im p a i r  

t h e  e f f e c t i v e  u s e  o r  i n t e r f e r e  w i t h  t h e  o p e r a t i o n  o f  th e  

P r o j e c t  an d  w i l l  n o t  w e a k e n , d i m i n i s h  o r  im p a i r  t h e  s e c u r i t y  

i n t e n d e d  t o  b e  g iv e n  b y  o r  u n d e r  t h e  M o r tg a g e .  No g r a n t  o r  

r e l e a s e  e f f e c t e d  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  S e c t i o n  s h a l l  

e n t i t l e  t h e  L e s s e e  to  a n y  a b a te m e n t  o r  d im i n u t i o n  o f  th e  

r e n t s  p a y a b le  u n d e r  S e c t i o n  5 .3  h e r e o f .

SECTION 8 . 7 .  l n d e m n i f i c a t i o n  C o v e n a n t s . ( a ) L e s s e e  

s h a l l  a n d  a g r e e s  t o  in d e m n if y  and  s a v e  t h e  C o u n ty  an d  th e
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M o rtg a g e e  h a r m le s s  a g a i n s t  an d  from  a l l  c l a i m s  by o r  on  

b e h a l f  o f  an y  p e r s o n ,  f i r m  o r  c o r p o r a t i o n  a r i s i n g  fro m  th e  

c o n d u c t  o r  m an ag em en t o f ,  o r  from  an y  w ork  o r  t h i n g  d o n e  o n , 

I lie P r o j e c t  d u r in g  t h e  L e a s e  Term  a n d  a g a i n s t  an d  fro m  a l l  

c l a i m s  a r i s i n g  d u r i n g  th e  L e a s e  Term  fro m  ( i )  an y  c o n d i t i o n  

o f  t h e  P r o j e c t ,  ( i i )  an y  b r e a c h  o r  d e f a u l t  on  t h e  p a r t  o f  

L e s s e e  i n  t h e  p e r f o r m a n c e  o f  an y  o f  i t s  o b l i g a t i o n s  u n d e r  

t h i s  A g re e m e n t, ( i i i )  an y  a c t  o r  n e g l i g e n c e  o f  L e s s e e  o r  o f  

a n y  o f  i t s  a g e n t s ,  c o n t r a c t o r s ,  s e r v a n t s ,  e m p lo y e e s  o r  

l i c e n s e e s ,  o r  ( iv )  a n y  a c t  o r  n e g l i g e n c e  o f  an y  a s s i g n e e  o r  

s u b l e s s e e  o f  L e s s e e ,  o r  o f  an y  a g e n t s ,  c o n t r a c t o r s ,  s e r ­

v a n t s ,  e m p lo y e e s  o r  l i c e n s e e s  o f  a n y  a s s i g n e e  o r  s u b l e s s e e  

o f  L e s s e e .  L e s s e e  s h a l l  in d e m n i f y  an d  s a v e  t h e  C o u n ty  an d  

t h e  M o r tg a g e e  h a r m le s s  fro m  a n y  a n d  a l l  c o s t s  an d  e x p e n s e s  

i n c u r r e d  i n  o r  i n  c o n n e c t i o n  w i th  an y  s u c h  c l a i m  a r i s i n g  a s  

a f o r e s a i d ,  o r  i n  c o n n e c t i o n  w i th  a n y  a c t i o n  o r  p r o c e e d i n g  

b r o u g h t  t h e r e o n ,  a n d  upon  n o t i c e  fro m  th e  C o u n ty , o r  t h e  

M o r tg a g e e ,  L e s s e e  s h a l l  d e f e n d  them  o r  e i t h e r  o f  th em  i n  an y  

s u c h  a c t i o n  o r  p r o c e e d i n g .

(b ) N o tw i th s t a n d in g  t h e  f a c t  t h a t  i t  i s  t h e  i n t e n t i o n  

o f  th e  p a r t i e s  t h a t  t h e  C o u n ty  s h a l l  n o t  i n c u r  p e c u n i a r y  

l i a b i l i t y  by r e a s o n  o f  t h e  te r m s  o f  t h i s  A g re e m e n t ,  o r  t h e  

u n d e r t a k i n g s  r e q u i r e d  o l  t h e  C o u n ty  h e r e u n d e r ,  by r e a s o n  o f  

t h e  i s s u a n c e  o f  t h e  N o te ,  b y  r e a s o n  o f  t h e  e x e c u t i o n  o f  t h e  

M o r tg a g e ,  by r e a s o n  o f  t h e  p e r f o r m a n c e  o f  a n y  a c t  r e q u i r e d
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o f  i f  by  t h i s  A g re e m e n t,  o r  by r e a s o n  o f  th e  p e r f o im a n c e  o f  

a n y  a c t  r e q u e s t e d  o f  i t  by t h e  L e s s e e ,  i n c l u d i n g  a l l  c l a i m s ,  

l i a b i l i t i e s  o r  l o s s e s  a r i s i n g  in  c o n n e c t io n  w i t h  th e  v i o l a ­

t i o n  o f  a n y  s t a t u t e s  o r  r e g u l a t i o n s  p e r t a i n i n g  t o  t h e  f o r e ­

g o in g ,  n e v e r t h e l e s s ,  i f  t h e  C o u n ty  s h o u ld  i n c u r  an y  s u c h  

p e c u n i a r y  l i a b i l i t y ,  t h e n  i n  s u c h  e v e n t  t h e  L e s s e e  s h a l l  

in d e m n i f y  an d  h o ld  h a r m le s s  t h e  C o u n ty  a g a i n s t  a l l  c l a i m s  by  

o r  on  b e h a l f  o f  a n y  p e r s o n ,  f i r m  o r  c o r p o r a t i o n ,  a r i s i n g  o u t  

o f  th e  sam e , a n d  a l l  c o s t s  a n d  e x p e n s e s  i n c u r r e d  i n  c o n n e c ­

t i o n  w i t h  a n y  s u c h  c l a i m  o r  i n  c o n n e c t i o n  w i th  an y  a c t i o n  o r  

p r o c e e d in g  b r o u g h t  t h e r e o n ,  an d  u p o n  n o t i c e  fro m  t h e  C o u n ty , 

t h e  L e s s e e  s h a l l  d e f e n d  t h e  C o u n ty  in  any  s u c h  a c t i o n  o r  

p r o c e e d i n g .

SECTION 8 . 8 . C o v e n a n ts  o f  L e s s e e  w i th  R e s p e c t  t o  

Tax E x e m p tio n  o f  N o t e s . The A u t h o r i t y  i s  i s s u i n g  t h e  N o te s  

p u r s u a n t  to  an e l e c t i o n  m ade u n d e r  S e c t i o n  1 0 3 ( b ) ( 6 ) (D) o f  

t h e  C o d e . I n  o r d e r  t o  i n s u r e  t h a t  i n t e r e s t  on t h e  N o te s  

w i l l  n o t  becom e s u b j e c t  to  F e d e r a l  Incom e T a x e s  a s  a r e s u l t  

o f  f a i l u r e  o f  t h e  N o te s  t o  q u a l i f y  a s  an e x e m p t s m a l l  i s s u e  

u n d e r  S e c t i o n  1 0 3 ( b ) ( 6 ) ( A )  a n d  (D) o f  th e  Code o r  a s  a 

r e s u l t  o f  a v i o l a t i o n  o f  t h e  c a p i t a l  e x p e n d i t u r e s  l i m i t a t i o n  

p r e s c r i b e d  i n  s a i d  S e c t i o n  1 0 3 (b )  ( 6 ) (D ) , th e  L e s s e e  c o v e n a n t s  

w i th  t h e  C o u n ty , t h e  M o r tg a g e e ,  an d  w i th  e a c h  o f  th e  f u t u r e  

h o l d e r s  o f  a n y  N o te s  a s  f o l l o w s :
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(1) T h a t  a l l  r i g h t s  an d  p r i v i l e g e s  g r a n t e d  t o  th e

L e s s e e  h e r e u n d e r  s h a l l  be  e x e r c i s e d  i n  s u c h  m a n n er t h a t

th e  c o v e n a n ts  made by t h i s  S e c t i o n  8 .0  s h a l l  be  o b s e r v e d ,  

an d  i f  any  c o n f l i c t  b e tw e e n  S e c t i o n  8 .8  and an y  o t h e r  

p r o v i s i o n s  in  t h e  L e a se  s h a l l  a r i s e ,  t h e n  in  s u c h  c a s e ,

S e c t i o n  8 .8  s h a l l  c o n t r o l ;

(2) T h a t  t h e  L e s s e e  w i l l  n o t  (a )  co m m it n o r  

p e r m i t  th e  c o m m is s io n  o f  a n y  a c t  w h ic h  ( i )  w o u ld  c a u s e  

t h e  N o te s  n o t  t o  q u a l i f y  a s ,  o r  n o t  t o  c o n t i n u e  t o  be 

q u a l i f i e d  a s ,  an  e x em p t s m a l l  i s s u e  u n d e r  t h e  p r o v i ­

s i o n s  o f  S e c t i o n  1 0 3 ( b ) ( 6 ) ( A )  an d  (D) o f  t h e  C o d e , and  

( i i )  w ou ld  c a u s e  i n t e r e s t  on th e  N o te s  to  becom e s u b ­

j e c t  t o  F e d e r a l  Incom e T a x e s  by v i r t u e  o f  t h e  p r o v i s i o n s  

o f  S e c t i o n  1 0 3 ( b ) (1) o f  t h e  C ode; n o r  w i l l  L e s s e e  (b) 

f a i l  t o  t a k e  a n y  a c t i o n  n e c e s s a r y  t o  b e  t a k e n  in  o r d e r  

t h a t  ( i )  t h e  N o te s  s h a l l  q u a l i f y  a s ,  an d  c o n t i n u e  t o

b e ,  an  e x e m p t s m a l l  i s s u e  u n d e r  t h e  p r o v i s i o n s  o f  s a i d  

S e c t i o n  1 0 3 ( b ) ( 6 ) ( A )  an d  (D) o f  t h e  C o d e , an d  ( i i )  

i n t e r e s t  on t h e  N o te s  w i l l  c o n t i n u e  t o  be e x e m p t from  

F e d e r a l  Incom e T ax es  by v i r t u e  o f  t h e  p r o v i s i o n s  o f  

S e c t i o n  1 0 3 ( a ) ( 1 )  o f  t h e  C o d e , a s  am en d ed ;

(3) T h a t  a n n u a l l y ,  c o n c u r r e n t  w i th  i t s  f i l i n g  

t h e r e o f  w i th  t h e  I n t e r n a l  R evenue  S e r v i c e ,  th e  L e s s e e  

w i l l  f u r n i s h  t o  th e  T r u s t e e  a  t r u e  a n d  c o r r e c t  c o p y  o f  

s t a t e m e n t s  f i l e d  by th e  L e s s e e  p u r s u a n t  t o  S e c t i o n
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1 . 1 0 3 - 1 0 ( b ) ( 2 ) ( v i ) ( C )  o f  th e  Incom e Tax R e g u la t io n s  

a p p l i c a b l e  t o  S e c t i o n  103 o f  t h e  C o d e , t o g e t h e r  w i th  a 

c e r t i f i c a t e  o f  i t s  c h i e f  f i n a n c i a l  o f f i c e r  o r  t r e a s u r e r  

t o  L he e f f e c t  t h a t  c u m u l a t i v e  S e c t i o n  1 0 3 ( b ) ( 6 ) ( D )  

c a p i t a l  e x p e n d i t u r e s  t o g e t h e r  w i th  Lhe o u t s t a n d i n g  

p r i n c i p a l  am o u n t o f  th e  N o te s  and  t h e  p r i n c i p a l  am o u n t 

o u t s t a n d i n g  o f  a n y  o t h e r  s i m i l a r  o b l i g a t i o n s  w h ic h  a r e  

i n c l u d i b l e  in  t h e  c a p i t a l  e x p e n d i t u r e s  l i m i t a t i o n  

p r e s c r i b e d  by  s a i d  S e c t i o n  1 0 3 (b )  (6) (D) h a v e  n o t  e x ­

c e e d e d  s a i d  p r e s c r i b e d  l i m i t a t i o n ;  an d

(4) T h a t  i t  w i l l  co m p ly  w i th  t h e  g o v e rn in g  r e g u ­

l a t i o n s  a p p l i c a b l e  to  S e c t i o n  103 o f  th e  I n t e r n a l  

R ev en u e  C ode o f  1954 t o  t h e  e x t e n t  t h a t  c o m p lia n c e  

t h e r e w i t h  i s  n e c e s s a r y  i n  o r d e r  t h a t  i n t e r e s t  on th e  

N o te s  s h a l l  r e m a in  e x e m p t fro m  F e d c i a l  Incom e T a x e s . 

N o th in g  h e r e i n  c o n t a i n e d  s h a l l  c r e a t e  an y  o b l i g a t i o n  

upon  t h e  L e s s e e  o r  t h e  C o u n ty  a s  a r e s u l t  o f  i n t e r e s t  on an y  

N o te  b e co m in g  t a x a b l e  by v i r t u e  o f  th e  p r o v i s i o n s  o f  S e c t i o n  

1 0 3 ( b ) (7) o f  t h e  C o d e .

SECTION 8 . 9 . A d d i t i o n a l  N o t e s . The C o u n ty  and  th e  

L e s s e e  may h e r e a f t e r  n e g o t i a t e  o n e  o r  m ore am endm ents t o  

t h i s  L e a s e  p e r t a i n i n g  t o  an  i n c r e a s e  i n  t h e  o b l i g a t i o n s  o f  

t h e  C o u n ty  a n d  t h e  L e s s e e  u p o n  a n  u n d e r t a k in g  o f  th e  C o u n ty  

to  r e f u n d  N o te s  p r e v i o u s l y  i s s u e d  p u r s u a n t  to  th e  N ote  

O rd in a n c e  o r  t o  p r o v i d e  a d d i t i o n s  o r  a l t e r a t i o n s  f o r  th e
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P r o j e c t  th r o u g h  th e  i s s u a n c e  o f  A d d i t i o n a l  N o te s  p u r s u a n t  to  

t h e  N o te  O r d in a n c e .  i n  s u c h  i n s t a n c e  t h e  L e a se  Terra 

p r o v id e d  in  S e c t i o n  5 .1  may b e  e x te n d e d  u n t i l  t h e  m a t u r i t y  

d a t e  o f  t h e  l a s t  m a tu r in g  A d d i t i o n a l  N o te s ;  p r o v id e d  t h a t  no  

o b l i g a t i o n  i s  im p o se d  on t h e  C o u n ty  by t h i s  S e c t i o n  t o  e n t e r  

i n t o  a n y  s u c h  am endm ent an d  n o  s u c h  am endm ent i s  p e r m i t t e d  

h e r e u n d e r  w h ic h  w o u ld  r e s u l t  e i t h e r  i n  t h e  b r e a c h  o f  th e  

C o u n t y 's  o b l i g a t i o n s  p u r s u a n t  t o  t h e  N o te  O rd in a n c e  o r  in  

t h e  r e d u c t i o n  o f  L e s s e e ’ s  o b l i g a t i o n s  p u r s u a n t  t o  t h i s

L e a s e .

SECTION 8 .1 0 . F i n a n c i a l  S t a t e m e n t s  o f  G u a r a n t o r . The 

L e s s e e  a g r e e s  t o  f u r n i s h  t h e  M o rtg a g e e  ( w i t h i n  90 d a y s  a f t e r  

t h e  e n d  o f  e a c h  f i s c a l  y e a r  o f  t h e  G u a r a n to r  an d  in  no  e v e n t  

m ore  t h a n  10 d a y s  a f t e r  r e c e i p t  by  th e  G u a r a n to r )  w i th  

a  b a l a n c e  s h e e t  and  s t a t e m e n t s  o f  in c o m e , r e t a i n e d  e a r n i n g s  

a n d  c h a n g e s  in  f i n a n c i a l  p o s i t i o n  sh o w in g  th e  f i n a n c i a l  

c o n d i t i o n  o f  t h e  G u a r a n to r  an d  i t s  c o n s o l i d a t e d  s u b s i d i ­

a r i e s ,  i f  a n y ,  a t  t h e  c l o s e  o f  e a c h  f i s c a l  y e a r ,  an d  th e  

r e s u l t s  o f  o p e r a t i o n s  o f  t h e  G u a r a n t o r  an d  i t s  c o n s o l i d a t e d  

s u b s i d i a r i e s ,  i f  a n y ,  f o r  e a c h  f i s c a l  y e a r ,  a c c o m p a n ie d  by a 

c e r t i f i c a t i o n  o f  s a i d  a c c o u n t a n t s .  The G u a r a n to r  f u r t h e r  

a g r e e s  t o  f u r n i s h  t o  t h e  M o rtg a g e e  f o r  s o  lo n g  a s  i t  may 

h o ld  a n y  N o te s ,  a n d , i f  r e q u e s t e d  i n  w r i t i n g ,  to  a n y  s u b s e ­

q u e n t  N o te h o ld e r  a l l  f i n a n c i a l  s t a t e m e n t s  w h ic h  t h e  G u a r a n to r  

s e n d s  t o  i t s  s h a r e h o l d e r s  g e n e r a l l y .
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ARTICLE IX

ASSIGNMENT, SUBLEASING, MORTGAGING AND SELLING;
REDEMPTION; KENT PREPAYMENT AND ABATEMENT

SECTION 9 . 1 . A s s ig n m e n t  an d  S u b l e a s i n g . T h i s  A g re e ­

m e n t may b e  a s s i g n e d ,  a n d  t h e  P r o j e c t  may be s u b l e a s e d  a s  a 

w h o le  o r  i n  p a r t ,  b y  t h e  L e s s e e  w i t h o u t  t h e  n e c e s s i t y  o f  

o b t a i n i n g  th e  c o n s e n t  o f  e i t h e r  t h e  C o u n ty  o r  t h e  M o r tg a g e e ,  

s u b j e c t ,  h o w e v e r ,  t o  e a c h  o f  th e  f o l l o w i n g  c o n d i t i o n s :

(a ) No a s s ig n m e n t  ( o t h e r  t h a n  p u r s u a n t  t o  S e c t i o n

8 .3  h e r e o f )  o r  s u b l e a s i n g  s h a l l  r e l i e v e  t h e  L e s s e e  fro m  

p r im a r y  l i a b i l i t y  f o r  a n y  o f  i t s  o b l i g a t i o n s  h e r e u n d e r ,  

an d  i n  t h e  e v e n t  o f  a n y  s u c h  a s s ig n m e n t  o r  s u b l e a s i n g  

th e  L e s s e e  s h a l l  c o n t i n u e  t o  r e m a in  p r i m a r i l y  l i a b l e  

f o r  p a y m e n t o f  t h e  r e n t s  s p e c i f i e d  in  S e c t i o n  5 .3  

h e r e o f  a n d  f o r  p e r f o r m a n c e  a n d  o b s e r v a n c e  o f  t h e  o t h e r  

a g r e e m e n ts  on  i t s  p a r t  h e r e i n  p r o v i d e d  t o  b e  p e r f o r m e d  

an d  o b s e r v e d  b y  i t .

(b) The a s s i g n e e  o r  s u b l e s s e e  s h a l l  a s su m e  t h e  

o b l i g a t i o n s  o f  t h e  L e s s e e  h e r e u n d e r  t o  t h e  e x t e n t  o f  

t h e  i n t e r e s t  a s s i g n e d  o r  s u b l e a s e d .

(c ) T he L e s s e e  s h a l l ,  w i t h i n  t h i r t y  d a y s  a f t e r  

th e  d e l i v e r y  t h e r e o f ,  f u r n i s h  o r  c a u s e  t o  b e  f u r n i s h e d  

t o  t h e  C o u n t y  a m i  t o  t h e  M o r t g a g e e  a  t r u e  a n d  c o m p l e t e  

c o p y  o f  e a c h  s u c h  a s s ig n m e n t  o r  s u b l e a s e ,  a s  t h e  c a s e  

m ay b e .
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SECTIO N  ‘’ . 2 .  M o rt ( j . u j c o l  P r o j e c t  b y  C o u n t y .  T h e  

C o u n ty  s h a l l  m o r tg a g e  th e  P r o j e c t  by th e  M o r tg a g e ,  an d  

a s s i g n  i t s  i n t e r e s t  i n  an d  p l e d g e  a n y  m o n ey s r e c e i v a b l e  

u n d e r  t h i s  A g re em en t p u r s u a n t  t o  t h e  M o r tg a q e ,  t o  t h e  

M o r tg a g e e  a s  s e c u r i t y  f o r  p a y m e n t o f  t h e  N o te s ,  b u t  e a c h  

s u c h  c o n v e y a n c e ,  a s s ig n m e n t  o r  p l e d g e  s h a l l  be s u b j e c t  an d  

s u b o r d i n a t e  t o  t h i s  A g re e m e n t.

SECTION 9 . 3 . R e s t r i c t i o n s  on S a l e  o f  P r o j e c t  by C o u n ty . 

T he C o u n ty  a g r e e s  t h a t ,  e x c e p t  a s  s e t  f o r t h  i n  S e c t i o n  9 .2  

h e r e o f  o r  o t h e r  p r o v i s i o n s  o f  t h i s  A g re e m e n t o r  t h e  M o r tg a g e ,  

i t  w i l l  n o t  s e l l ,  c o n v e y ,  m o r tg a g e ,  e n c u m b e r o r  o t h e r w i s e  

d i s p o s e  o f  a n y  p a r t  o f  t h e  P r o j e c t  d u r i n g  th e  L e a s e  T erm .

SECTION 9 . 4 . P re p a y m e n t o f  N o t e s . T he C o u n ty ,  a t  t h e  

p r i o r  w r i t t e n  r e q u e s t  a t  a n y  t im e  o f  t h e  L e s s e e  an d  i f  t h e  

sam e a r e  t h e n  s u b j e c t  t o  p r e p a y m e n t ,  s h a l l  f o r t h w i t h  t a k e  

a l l  s t e p s  t h a t  may be  n e c e s s a r y  u n d e r  t h e  a p p l i c a b l e  p r e ­

p a y m e n t p r o v i s i o n s  o f  t h e  N o te s  t o  e f f e c t  p re p a y m e n t  o f  a l l  

o r  p a r t  o f  t h e  N o te s ,  a s  may b e  s p e c i f i e d  by t h e  L e s s e e ,  on 

t h e  e a r l i e s t  p re p a y m e n t  d a t e  on  w h ic h  s u c h  p re p a y m e n t  may be 

m ade u n d e r  s u c h  a p p l i c a b l e  p r o v i s i o n s .

SECTION 9 . 5 . P re p a y m e n t o f  R e n t s . T h e re  i s  e x p r e s s l y  

r e s e r v e d  t o  t h e  L e s s e e  t h e  r i g h t ,  an d  t h e  L e s s e e  i s  a u t h o r i z e d  

a n d  p e r m i t t e d ,  a t  a n y  t im e  i t  may c h o o s e ,  t o  p r e p a y  a l l  o r  

a n y  p a r t  o f  t h e  r e n t s  p a y a b le  u n d e r  S e c t i o n  5 .3  h e r e o f ,  an d
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t h e  C o u n ty  a g r e e s  t h a t  t h e  M o rtg a g e e  may a c c e p t  s u c h  p r e ­

p a y m e n t o f  r e n t s  w hen t h e  sam e a r e  t e n d e r e d  by  th e  L e s s e e .

A l l  r e n t s  so  p r e p a i d  s h a l l  be  c r e d i t e d  on th e  r e n t a l  p a y ­

m e n ts  s p e c i f i e d  i n  S e c t i o n  5 .3  h e r e o f ,  i n  t h e  i n v e r s e  o r d e r

o f  t h e i r  d u e  d a t e s .

SECTION 9 . 6 . L e s s e e  E n t i t l e d  t o  C e r t a i n  R e n t A b a te m e n ts  

I f  N o te s  P a id  P r i o r  t o  M a t u r i t y . I f  a t  an y  t im e  t h e  a g g r e ­

g a t e  r e n t a l  p a y m e n ts  h e ld  by th e  M o r tg a g e e  s h a l l  b e  s u f f i c i e n t  

t o  r e t i r e  t h e  N o te s  i n  a c c o r d a n c e  w i th  t h e  p r o v i s i o n s  o f  t h e  

N o te s ,  a n d  t o  p a y  a l l  f e e s  an d  c h a r g e s  o f  th e  M o rtg a g e e  due  

o r  t o  becom e d u e  th r o u g h  t h e  d a t e  on w h ic h  t h e  N o te s  a r e  

r e t i r e d ,  u n d e r  c i r c u m s t a n c e s  n o t  r e s u l t i n g  i n  t e r m i n a t i o n  o f  

t h e  L e a s e  T erm , an d  i f  t h e  L e s s e e  i s  n o t  a t  t h e  t im e  o t h e r ­

w is e  i n  d e f a u l t  h e r e u n d e r ,  t h e  L e s s e e  s h a l l  b e  e n t i t l e d  to  

u s e  a n d  o c c u p y  th e  P r o j e c t  fro m  th e  d a t e  on  w h ic h  s u c h  

a g g r e g a t e  m oneys a r e  i n  t h e  h a n d s  o f  t h e  M o rtg a g e e  t o  an d  

i n c l u d i n g  N ovem ber 1 , 1992 w i th  no o b l i g a t i o n  t o  m ake th e  

r e n t a l  p a y m e n ts  s p e c i f i e d  i n  S e c t i o n  5 .3  h e r e o f  d u r in g  t h a t  

i n t e r v a l  ( b u t  o t h e r w i s e  on  t h e  te rm s  a n d  c o n d i t i o n s  h e r e o f ) .

SECTION 9 . 7 . I n s t a l l a t i o n  o f  L e s s e e 's  Own M a c h in e ry  and  

E q u ip m e n t . T he L e s s e e  may fro m  t im e  t o  t i m e ,  i n  i t s  s o l e  

d i s c r e t i o n  an d  a t  i t s  own e x p e n s e ,  i n s t a l l  m a c h in e r y ,  e q u i p ­

m e n t  .m il o t h e r  p e r s o n . i l  p r o p e r t y  in  t h e  H ui t i l i n g  o r  o n  t h e  

L e a s e d  Land a n d  w h ic h  m ay be  a t t a c h e d  o r  a f f i x e d  t o  th e  

B u i l d i n g  o r  t h e  L e a se d  L an d . A l l  s u c h  m a c h in e r y ,  e q u ip m e n t
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a n d  o i l i e r  p e r s o n a l  p r o p e r l y  s h a l l  re m a in  th e  s o l e  p r o p e r t y  

o f  t h e  L e s s e e  a n d  th e  L e s s e e  may rem ove t h e  sam e fro m  th e

B u i l d i n g  o r  th e  L e a se d  Land a t  an y  t im e ,  in  i t s  s o l e  d i s ­

c r e t i o n  and  a t  i t s  own e x p e n s e ;  p r o v id e d ,  t h a t  an y  dam age to  

t h e  P r o j e c t  r e s u l t i n g  fro m  an y  su c h  re m o v a l s h a l l  be  r e p a i r e d  

b y  th e  L e s s e e  a t  t h e  e x p e n s e  o f  th e  L e s s e e .  T he  L e s s e e  may 

c r e a t e  an y  m o r tg a g e ,  e n c u m b ra n c e , l i e n  o r  c h a r g e  on  an y  s u c h  

m a c h in e r y ,  e q u ip m e n t  an d  o t h e r  p e r s o n a l  p r o p e r t y  p r o v id e d  

t h a t  t h e  sam e w i l l  n o t  d i m i n i s h  o r  im p a i r  t h e  s e c u r i t y  

i n t e n d e d  t o  be g iv e n  by o r  u n d e r  t h e  M o r tg a g e . N e i t h e r  th e  

C o u n ty  n o r  t h e  M o rtg a g e e  s h a l l  h av e  any  i n t e r e s t  i n  o r  

l a n d l o r d ' s  l i e n  on  an y  s u c h  m a c h in e r y ,  e q u ip m e n t  o r  p e r s o n a l  

p r o p e r t y  so  i n s t a l l e d  p u r s u a n t  t o  t h i s  S e c t i o n  9 .7  an d  a l l  

s u c h  m a c h in e r y ,  e q u ip m e n t a n d  p e r s o n a l  p r o p e r t y  s h a l l  be  

a n d  re m a in  i d e n t i f i e d  a s  t h e  p r o p e r t y  o f  th e  L e s s e e  by  

a p p r o p r i a t e  t a g s  o r  o t h e r  m a r k in g s .

SECTION 9 . 8 . R e f e r e n c e  t o  N o te s  I n e f f e c t i v e  A f t e r  

N o te s  P a i d . Upon p ay m en t i n  f u l l  o f  t h e  N o te s  a n d  a l l  f e e s  

a n d  c h a r g e s  o f  t h e  M o r tg a g e e ,  a l l  r e f e r e n c e s  i n  t h i s  A g re e ­

m e n t t o  t h e  N o te s  an d  t h e  M o rtg a g e e  s h a l l  b e  i n e f f e c t i v e  an d  

t h e  M o rtg a g e e  s h a l l  t h e r e a f t e r  h av e  no r i g h t s  h e r e u n d e r ,  

s a v i n g  an d  e x c e p t i n g  th o s e  p r o v id e d  in  S e c t i o n  1 2 .2  an d  

t h e s e  L h u t s h a l l  h a v e  t h e r e t o f o r e  v e s t e d .
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ARTICLE X

EVENTS OE DEFAULT AND REMEDIES

SECTION 1 0 .1 . E v e n ts  o f  D e f a u l t  D e f in e d . The f o l l o w ­

in g  s h a l l  be  " e v e n t s  o f  d e f a u l t "  u n d e r  t h i s  A g re e m e n t and  

th e  te r m s  " e v e n t  o f  d e f a u l t "  o r  " d e f a u l t "  s h a l l  m ean , 

w h e n e v e r  t h e y  a r e  u s e d  in  t h i s  A g re e m e n t,  an y  o n e  o r  m ore o f  

th e  f o l l o w i n g  e v e n t s :

(a )  F a i l u r e  by th e  L e s s e e  t o  p a y  th e  r e n t s  

r e q u i r e d  t o  b e  p a i d  u n d e r  S e c t i o n  5 .3  o f  t h i s  A g reem en t 

a t  t h e  t im e s  s p e c i f i e d  t h e r e i n .

(b ) F a i l u r e  o f  t h e  L e s s e e  t o  f u l f i l l  i t s  o b l i g a ­

t i o n  t o  p u r c h a s e  t h e  P r o j e c t  a s  p r o v id e d  i n  S e c t i o n  

1 2 .2  h e r e o f ,  a s  a c o n s e q u e n c e  o f  t h e  v i o l a t i o n  by th e  

L e s s e e  o f  a n y  o f  t h e  c o v e n a n t s  s e t  f o r t h  in  S e c t i o n  8 .8  

h e r e o f .

(c )  F a i l u r e  by t h e  L e s s e e  t o  o b s e r v e  an d  p e r fo rm  

a n y  c o v e n a n t ,  c o n d i t i o n  o r  a g re e m e n t  ( o t h e r  t h a n  a s  

r e f e r r e d  t o  i n  s u b s e c t i o n s  (a ) an d  (b) o f  t h i s  S e c t io n )  

i n  t h i s  A g re e m e n t on t h e  p a r t  o f  t h e  L e s s e e  t o  b e  o b ­

s e r v e d  o r  p e r f o r m e d ,  f o r  a p e r i o d  o f  t h i r t y  d a y s  a f t e r  

w r i t t e n  n o t i c e ,  s p e c i f y i n g  s u c h  f a i l u r e  a n d  r e q u e s t i n g  

t h a t  i t  b e  r e m e d ie d ,  g iv e n  to  t h e  L e s s e e  by t h e  C o u n ty  

o r  t h e  M o r tg a g e e ,  u n l e s s  t h e  C o u n ty  an d  th e  M o rtg a g e e  

s h a l l  a g r e e  i n  w r i t i n g  t o  a n  e x t e n s i o n  o f  s u e li  t im e  

p r i o r  t o  i t s  e x p i r a t i o n ;  p r o v id e d  i n  t h e  c a s e  o f  a
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d e f a u l t  s p e c i f i e d  in  t h i s  s u b s e c t i o n  (c )  o f  S e c t i o n  

1 0 .1 ,  i f  s u c h  d e f a u l t  be  s u c h  t h a t  i t  c a n  be  c o r r e c t e d ,  

b u t  i t  c a n n o t  be  c o r r e c t e d  w i t h i n  th e  s a i d  3 0 -d a y  

p e r i o d ,  i t  s h a l l  n o t  c o n s t i t u t e  an  e v e n t  o f  d e f a u l t  i f  

c o r r e c t i v e  a c t i o n  i s  i n s t i t u t e d  by  th e  L e s s e e  w i t h i n  

s a i d  3 0 -d a y  p e r i o d  a n d  s u c h  d e f a u l t  i s  c o r r e c t e d  w i t h i n  

180 d a y s .

(d) The d i s s o l u t i o n  o r  l i q u i d a t i o n  o f th e  L e s s e e  

o r  t h e  f i l i n g  by t h e  L e s s e e  o f  a  v o l u n t a r y  p e t i t i o n  in  

b a n k r u p t c y ,  o r  f a i l u r e  by  t h e  L e s s e e  p r o m p t ly  t o  l i f t  

an y  e x e c u t i o n ,  g a r n i s h m e n t  o r  a t t a c h m e n t  o f  s u c h  c o n ­

s e q u e n c e  a s  w i l l  im p a i r  th e  a b i l i t y  o f  t h e  L e s s e e  to  

c a r r y  on i t s  o p e r a t i o n s  a t  t h e  P r o j e c t ,  o r  t h e  com m is­

s io n  by t h e  L e s s e e  o f  an y  a c t  o f  b a n k r u p t c y ,  o r  a d j u d ­

i c a t i o n  o f  th e  L e s s e e  a s  a  b a n k r u p t ,  o r  a s s ig n m e n t  by  

th e  L e s s e e  f o r  t h e  b e n e f i t  o f  i t s  c r e d i t o r s ,  o r  th e  

e n t r y  by t h e  L e s s e e  i n t o  an  a g r e e m e n t  o f  c o m p o s i t io n  

w i th  i t s  c r e d i t o r s ,  o r  t h e  a p p r o v a l  by a  c o u r t  o f  

c o m p e te n t  j u r i s d i c t i o n  o f  a  p e t i t i o n  a p p l i c a b l e  t o  t h e  

L e s s e e  i n  a n y  p r o c e e d in g  f o r  i t s  r e o r g a n i z a t i o n  i n ­

s t i t u t e d  u n d e r  t h e  p r o v i s i o n s  o f  t h e  g e n e r a l  b a n k r u p tc y  

a c t ,  a s  a m en d ed , o r  u n d e r  a n y  s i m i l a r  a c t  i n  a n y  d o m es­

t i c  o r  f o r e i g n  j u r i s d i c t i o n ,  w h ic h  may now b e  i n  e f f e c t  

o r  h e r e a f t e r  e n a c t e d .  The te r m  " d i s s o l u t i o n  o r  l i q u i d ­

a t i o n  o f  t h e  L e s s e e " ,  a s  u s e d  i n  t h i s  s u b s e c t i o n ,  s h a l l  

n o t  b e  c o n s t r u e d  t o  i n c l u d e  t h e  c e s s a t i o n  o f  t h e  c o r -
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p o r a t e  e x i s t e n c e  o f  t h e  L e s s e e  r e s u l t i n g  e i t h e r  f ro m  a 

m e rg e r  o r  c o n s o l i d a t i o n  o f  t h e  L e s s e e  i n t o  o r  w i th  

a n o t h e r  c o r p o r a t i o n  o r  a  d i s s o l u t i o n  o r  l i q u i d a t i o n  o f  

t h e  L e s s e e  f o l l o w i n g  a  t r a n s f e r  o f  a l l  o r  s u b s t a n t i a l l y  

a l l  o f  i t s  a s s e t s  a s  an  e n t i r e t y ,  p r o v i d e d ,  t h a t  th e  

c o n d i t i o n s  p e r m i t t i n g  s u c h  a c t i o n s  c o n t a i n e d  i n  S e c t i o n  

8 .3  h e r e o f  s h a l l  h a v e  b e e n  m e t.

T he f o r e g o i n g  p r o v i s i o n s  o f  s u b s e c t i o n  (c ) o f t h i s  

S e c t i o n  a r e  s u b j e c t  to  t h e  f o l l o w i n g  l i m i t a t i o n s :  I f  by 

r e a s o n  o f  f o r c e  m a je u r e  t h e  L e s s e e  i s  u n a b le  in  w h o le  o r  i n  

p a r t  t o  c a r r y  o u t  t h e  a g r e e m e n ts  o f  t h e  L e s s e e  on  i t s  p a r t  

h e r e i n  c o n t a i n e d  ( o t h e r  th a n  th e  o b l i g a t i o n s  on t h e  p a r t  o f  

t h e  L e s s e e  c o n t a i n e d  in  A r t i c l e  V a n d  S e c t i o n  6 . 3 ,  6 .4 ,  8 .7  

a n d  8 .8  h e r e o f  t o  w h ic h  t h i s  p a r a g r a p h  s h a l l  h a v e  no  a p p l i ­

c a t i o n ) ,  t h e  L e s s e e  s h a l l  n o t  be deem ed i n  d e f a u l t  d u r in g  

t h e  c o n t i n u a n c e  o f  s u c h  i n a b i l i t y .  The te rm  " f o r c e  m a je u r e "  

a s  u s e d  h e r e i n  s h a l l  m ean , w i t h o u t  l i m i t a t i o n ,  th e  f o l l o w i n g  

a c t s  o f  God; s t r i k e s ;  l o c k o u t s  o r  o t h e r  i n d u s t r i a l  d i s t u r b ­

a n c e s ;  a c t s  o f  p u b l i c  e n e m ie s ;  o r d e r s  o f  an y  k in d  o f  th e  

g o v e rn m e n t o f  t h e  U n i te d  S t a t e s  o r  o f  S o u th  C a r o l i n a  o r  a n y  

o f  t h e i r  d e p a r t m e n t s ,  a g e n c i e s ,  o r  o f f i c i a l s ,  o r  a n y  c i v i l  

o r  m i l i t a r y  a u t h o r i t y ;  i n s u r r e c t i o n s ;  r i o t s ;  e p id e m ic s ;  

l a n d s l i d e s ;  l i g h t n i n g ;  e a r t h q u a k e ;  f i r e ;  h u r r i c a n e s ;  s to r m s ;  

f l o o d s ;  w a s h o u ts ;  d r o u g h t s ;  a r r e s t s ;  r e s t r a i n t  o f  g o v e rn m e n t
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a n d  p e o p l e ;  c i v i l  d i s t u r b a n c e s ;  e x p l o s i o n s ;  b r e a k a g e  o r  

a c c i d e n t  t o  m a c h in e r y ,  t r a n s m i s s i o n  p i p e s  o r  c a n a l s ;  p a r t i a l  

o r  e n t i r e  f a i l u r e  o f  u t i l i t i e s ;  o r  a n y  o t h e r  c a u s e  o r  e v e n t  

n o t  r e a s o n a b l y  w i t h i n  t h e  c o n t r o l  o f  th e  L e s s e e ,  i t  b e in g  

a g r e e d  t h a t  t h e  s e t t l e m e n t  o f  s t r i k e s ,  l o c k o u t s  an d  o t h e r  

i n d u s t r i a l  d i s t u r b a n c e s  s h a l l  be  e n t i r e l y  w i t h i n  th e  d i s ­

c r e t i o n  o f  t h e  L e s s e e ,  a n d  th e  L e s s e e  s h a l l  n o t  b e  r e q u i r e d  

t o  m ake s e t t l e m e n t  o f  s t r i k e s ,  l o c k o u t s  and  o t h e r  i n d u s t r i a l  

d i s t u r b a n c e s  b y  a c c e d in g  t o  t h e  dem ands o f  th e  o p p o s in g  

p a r t y  o r  p a r t i e s  when s u c h  c o u r s e  i s  i n  th e  ju d g m e n t o f  th e  

L e s s e e  u n f a v o r a b l e  t o  t h e  L e s s e e .

SECTION 1 0 . 2 . R em ed ie s  on D e f a u l t . W henever an y  e v e n t

o f  d e f a u l t  r e f e r r e d  t o  i n  S e c t i o n  1 0 .1  s h a l l  h a v e  h a p p en e d  

a n d  be  s u b s i s t i n g ,  t h e  C o u n ty  may t a k e  an y  o n e  o r  m ore o f  

t h e  f o l l o w i n g  r e m e d i a l  s t e p s :

(a )  The C o u n ty  o r  t h e  M o rtg a g e e  m ay, a t  i t s  

o p t i o n ,  d e c l a r e  a l l  i n s t a l l m e n t s  o f  r e n t  p a y a b le  u n d e r  

S e c t i o n  5 .3  h e r e o f  f o r  t h e  r e m a in d e r  o f  t h e  L e a s e  Term  

t o  b e  im m e d ia te ly  d u e  an d  p a y a b l e ,  w h e reu p o n  th e  same 

s h a l l  becom e im m e d ia te ly  d u e  an d  p a y a b le .

(b ) T he C o u n ty , w i th  t i ie  p r i o r  w r i t t e n  c o n s e n t  o f  

t h e  M o r tg a g e e ,  may r e - e n t e r  an d  t a k e  p o s s e s s i o n  o f  th e  

P r o j e c t  w i t h o u t  t e r m i n a t i n g  t h i n  A g re e m e n t, a n d  s u b ­

l e a s e  t h e  P r o j e c t  f o r  t h e  a c c o u n t  o f  th e  L e s s e e ,  h o ld ­

in g  th e  L e s s e e  l i a b l e  f o r  t h e  d i f f e r e n c e  in  t h e  r e n t
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and  o t h e r  a m o u n ts  p a y a b le  b y  s u c h  s u b l e s s e e  in  s u c h  

s u b l e a s i n g  an d  th e  r e n t s  a n d  o t h e r  a m o u n ts  p a y a b le  by

t h e  L e s s e e  h e r e u n d e r .

(c ) The C o u n ty , w i th  t h e  p r i o r  w r i t t e n  c o n s e n t  o f  

t h e  M o r tg a g e e ,  may t e r m i n a t e  t h e  L e a se  T erm , e x c lu d e  

t h e  L e s s e e  fro m  p o s s e s s i o n  o f  t h e  P r o j e c t  a n d  u s e  i t s  

b e s t  e f f o r t s  t o  l e a s e  th e  P r o j e c t  to  a n o t h e r  f o r  t h e  

a c c o u n t  o f  th e  L e s s e e ,  h o l d i n g  t h e  L e s s e e  l i a b l e  f o r  

a l l  r e n t  an d  o t h e r  am o u n ts  p a y a b l e  b y  th e  L e s s e e  h e r e ­

u n d e r  .

(d) I n  t h e  e v e n t  a n y  am o u n t s h a l l  a t  t h e  t im e  be 

o u t s t a n d i n g  an d  u n p a id  on t h e  N o te s ,  th e  C o u n ty  may 

h a v e  a c c e s s  t o  and  i n s p e c t ,  e x a m in e  an d  m ake c o p i e s  o f  

t h e  b o o k s  an d  r e c o r d s  and  a n y  an d  a l l  a c c o u n t s ,  s i m i l a r  

d a t a  a n d  in co m e ta x  an d  o t h e r  t a x  r e t u r n s  o f  th e  L e s s e e .

(e ) The C o u n ty  may t a k e  w h a te v e r  a c t i o n  a t  law  o r  

i n  e q u i t y  may a p p e a r  n e c e s s a r y  o r  d e s i r a b l e  t o  c o l l e c t  

t h e  r e n t  an d  o t h e r  am o u n ts  d u e  an d  t h e r e a f t e r  t o  becom e 

d u e  o r  t o  e n f o r c e  p e r f o r m a n c e  an d  o b s e r v a n c e  o f  an y  

o b l i g a t i o n ,  a g re e m e n t o r  c o v e n a n t  o f  th e  L e s s e e  u n d e r  

t h i s  A g re e m e n t.

Any am o u n ts  c o l l e c t e d  p u r s u a n t  t o  a c t i o n  ta k e n  u n d e r  t h i s  

S e c t i o n  s h a l l  be  p a id  to  th e  M o rtg a g e e  and  a p p l i e d  t o  p a y ­

m e n ts  on th e  N o te s  a s  th e y  come d u e  o r ,  i f  t h e  N o te s  h a v e  b e e n  

f u l l y  p a i d ,  t o  t h e  L e s s e e .

No a c t i o n  t a k e n  p u r s u a n t  t o  t h i s  S e c t i o n  ( i n c l u d i n g  r e ­

p o s s e s s i o n  o f  t h e  P r o j e c t  o r  t e r m i n a t i o n  o f  t h e  L e a s e  Term )
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s h a l l  r e l i e v e  t h e  L e s s e e  fron t th e  L e s s e e 's  o b l i g a t i o n s  

p u r s u a n t  t o  S e c t i o n  5 . 3 ,  S e c t i o n  1 0 .2 ( a )  and  S e c t i o n  1 2 .2  

h e r e o f ,  a l l  o f  w h ic h  s h a l l  s u r v i v e  a n y  s u c h  a c t i o n ,  and  th e  

C o u n ty  may t a k e  w h a te v e r  a c t i o n  a t  law  o r  i n  e q u i t y  a s  may 

a p p e a r  n e c e s s a r y  and  d e s i r a b l e  t o  c o l l e c t  th e  r e n t  an d  o t h e r  

a m o u n ts  th e n  d u e  an d  t h e r e a f t e r  t o  becom e du e  a n d /o r  to  

e n f o r c e  t h e  p e r f o r m a n c e  an d  o b s e r v a n c e  o f  an y  o b l i g a t i o n ,  

a g r e e m e n t  o r  c o v e n a n t  o f  t h e  L e s s e e  h e r e u n d e r ,  i n c l u d i n g  th e  

L e s s e e 's  o b l i g a t i o n  t o  p u r c h a s e  t h e  P r o j e c t  u n d e r  S e c t io n  

1 2 .2  h e r e o f .

SECTION 1 0 . 3 . No Remedy E x c l u s i v e . No rem edy h e r e in  

c o n f e r r e d  u p o n  o r  r e s e r v e d  t o  t h e  C o u n ty  i s  in t e n d e d  to  be 

e x c l u s i v e  o f  a n y  o t h e r  a v a i l a b l e  rem ed y  o r  r e m e d ie s ,  b u t  

e a c h  an d  e v e r y  s u c h  rem ed y  s h a l l  b e  c u m u la t iv e  and  s h a l l  be  

i n  a d d i t i o n  t o  e v e r y  o t h e r  rem ed y  g iv e n  u n d e r  t h i s  A g re em en t 

o r  now o r  h e r e a f t e r  e x i s t i n g  a t  law  o r  i n  e q u i t y  o r  by 

s t a t u t e .  No d e l a y  o r  o m is s io n  t o  e x e r c i s e  any r i g h t  o r  

p o w e r a c c r u i n g  u p o n  a n y  d e f a u l t  s h a l l  im p a i r  any  su c h  r i g h t  

o r  p o w er o r  s h a l l  b e  c o n s t r u e d  t o  b e  a  w a iv e r  t h e r e o f ,  b u t  

a n y  s u c h  r i g h t  an d  p o w er may b e  e x e r c i s e d  fro m  tim e  t o  t im e  

a n d  a s  o f t e n  a s  may b e  deem ed  e x p e d i e n t .  I n  o r d e r  t o  e n ­

t i t l e  t h e  C o u n ty  t o  e x e r c i s e  an y  rem ed y  r e s e r v e d  to  i t  i n  

t h i s  A r t i c l e ,  i t  s h a l l  n o t  be  n e c e s s a r y  to  g iv e  any  n o t i c e ,  

o t h e r  t h a n  s u c h  n o t i c e  a s  may b e  h e r e i n  e x p r e s s l y  r e q u i r e d .  

S u c h  r i g h t s  an d  r e m e d ie s  a s  a r e  g iv e n  th e  C o u n ty  h e r e u n d e r
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s h a l l  a l s o  e x t e n d  t o  th e  M o rtg a g e e  an d  th e  M o r tg a g e e  s h a l l  

be  deem ed a  t h i r d  p a r t y  b e n e f i c i a r y  o f  a l l  c o v e n a n t s  an d  

a g r e e m e n ts  h e r e i n  c o n t a i n e d .

SECTION 1 0 . 4 . A g re em en t to  Pay  A t t o r n e y s '  F e e s  an d  

E x p e n s e s . I n  t h e  e v e n t  t h e  L e s s e e  s h o u ld  d e f a u l t  u n d e r  an y  

o f  th e  p r o v i s i o n s  o f  t h i s  A g re e m e n t a n d  t h e  C o u n ty  o r  t h e  

M o r tg a g e e  s h o u ld  em p lo y  a t t o r n e y s  o r  i n c u r  o t h e r  e x p e n s e s  

f o r  t h e  c o l l e c t i o n  o f  r e n t  o r  t h e  e n f o r c e m e n t  o f  p e r f o r m a n c e  

o r  o b s e r v a n c e  o f  a n y  o b l i g a t i o n  o r  a g r e e m e n t  on t h e  p a r t  o f  

t h e  L e s s e e  h e r e i n  c o n t a i n e d ,  t h e  L e s s e e  a g r e e s  t h a t  i t  w i l l  

on dem and t h e r e f o r  p a y  t o  th e  C o u n ty  o r  t h e  M o rtg a g e e  t h e  

r e a s o n a b l e  f e e  o f  s u c h  a t t o r n e y s  a n d  s u c h  o t h e r  e x p e n s e s  s o  

i n c u r r e d  by t h e  C o u n ty  o r  th e  M o r tg a g e e .

SECTION 1 0 . 5 . No A d d i t i o n a l  W a iv e r  I m p l ie d  b y  One W a iv e r 

In  t h e  e v e n t  a n y  a g r e e m e n t  c o n t a i n e d  i n  t h i s  A g re e m e n t 

s h o u ld  b e  b r e a c h e d  by  e i t h e r  p a r t y  a n d  t h e r e a f t e r  w a iv e d  by  

t h e  o t h e r  p a r t y ,  s u c h  w a iv e r  s h a l l  b e  l i m i t e d  t o  t h e  p a r t i c ­

u l a r  b r e a c h  s o  w a iv e d  a n d  s h a l l  n o t  b e  deem ed  t o  w a iv e  a n y  

o t h e r  b r e a c h  h e r e u n d e r .
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ARTICLE XI

OPTIONS IN FAVOR OE LESSEE

SECTION 11 . 1 . O p t io n s  to  T e r m i n a t e . The L e s s e e  s h a l l  

h a v e ,  a n d  i s  h e r e b y  g r a n t e d ,  t h e  f o l l o w i n g  o p t i o n s  to  te r m ­

i n a t e  t h e  L e a s e  Term  an d  i t s  o b l i g a t i o n s  a s  L e s s e e  h e r e u n d e r

(a ) A t a n y  t im e  p r i o r  t o  f u l l  p a y m e n t o f  t h e

N o te s ,  t h e  L e s s e e  may t e r m i n a t e  t h i s  A g re e m e n t by 

p a y in g  t o  t h e  M o r tg a g e e  a n  am o u n t w h ic h  w i l l  b e  s u f ­

f i c i e n t  to  p a y  a n d  r e t i r e  t h e  N o te s  i n  a c c o r d a n c e  w i th  

t h e i r  p r o v i s i o n s  ( i n c l u d i n g ,  w i t h o u t  l i m i t i n g  th e  

g e n e r a l i t y  o f  t h e  f o r e g o i n g ,  p r i n c i p a l ,  p re p a y m e n t  

p rem iu m , i f  a n y , i n t e r e s t  t o  p re p a y m e n t  d a t e  a n d  f e e s  

and  e x p e n s e s ,  i f  a n y ,  o f  t h e  M o r tg a g e e ) .

(b) A t a n y  t im e  a f t e r  f u l l  p a y m e n t o f  t h e  N o te s  

and  o f  a n y  an d  a l l  sum s th e n  d u e  t o  t h e  C o u n ty  u n d e r  

t h i s  A g re e m e n t ,  t h e  L e s s e e  may t e r m i n a t e  t h e  L e a s e  Term 

by g i v i n g  t h e  C o u n ty  n o t i c e  i n  w r i t i n g  o f  s u c h  t e r m i n ­

a t i o n  a n d  s u c h  t e r m i n a t i o n  s h a l l  f o r t h w i t h  becom e

e f f e c t i v e .

SECTION 1 1 . 2 . O p t io n  t o  P u r c h a s e  P r o j e c t  P r i o r  t o  

P a y m en t o f  t h e  d o t e s . T he L e s s e e  s h a l l  h a v e ,  an d  i s  h e re b y  

g r a n t e d  t h e  o p t i o n  t o  p u r c h a s e  t h e  P r o j e c t  p r i o r  t o  t h e  f u l l  

p a y m e n t o f  t h e  N o te s  i f  a n y  o f  t h e  f o l l o w i n g  s h a l l  h a v e

o c c u r r e d :

(a )  The B u i l d i n g  o r  t h e  L e a s e d  E q u ip m e n t s h a l l  

h a v e  b e e n  dam aged  o r  d e s t r o y e d  ( i )  t o  s u c h  e x t e n t  t h a t
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i t  c a n n o t  be  r e a s o n a b l y  r e s t o r e d  w i t h i n  a p e r i o d  o f  

f o u r  m o n th s  t o  th e  c o n d i t i o n  t h e r e o f  im m e d ia te ly  p r e ­

c e d in g  s u c h  dam age o r  d e s t r u c t i o n ,  o r  ( i i )  t o  su c h  

e x t e n t  t h a t  th e  l e s s e e  i s  th e r e b y  p r e v e n te d  from  

c a r r y i n g  on  i t s  n o rm a l o p e r a t i o n s  a t  t h e  P r o j e c t  f o r  a 

p e r i o d  o f  f o u r  m o n th s , o r  ( i i i )  t o  su c h  e x t e n t  t h a t  t h e  

c o s t  o f  r e s t o r a t i o n  t h e r e o f  w o u ld  e x c e e d  by $ 1 0 0 ,0 0 0  

t h e  N e t P r o c e e d s  o f  i n s u r a n c e  c a r r i e d  t h e r e o n  p u r s u a n t  

t o  t h e  r e q u i r e m e n t s  o f  S e c t i o n  6 .4 ( a )  h e r e o f ,  p l u s  t h e  

d e d u c t i b l e  a m o u n ts  f o r  w h ic h  th e  L e s s e e  i s  s e l f - i n s u r e d  

w i t h  r e s p e c t  t o  t h e  B u i l d i n g .

(b) T i t l e  t o ,  o r  t h e  t e m p o r a r y  u s e  o f ,  a l l  o r  

s u b s t a n t i a l l y  a l l  t h e  P r o j e c t  s h a l l  h a v e  b e e n  ta k e n  

u n d e r  t h e  e x e r c i s e  o f  th e  p o w er o f  e m in e n t  dom ain  by 

a n y  g o v e r n m e n ta l  body  o r  b y  an y  p e r s o n ,  f i r m  o r  c o r ­

p o r a t i o n  a c t i n g  u n d e r  g o v e r n m e n ta l  a u t h o r i t y  ( i n c l u d i n g  

s u c h  a  t a k i n g  o r  t a k i n g s  a s  r e s u l t s  i n  t h e  L e s s e e  b e in g  

t h e r e b y  p r e v e n t e d  fro m  c a r r y i n g  on i t s  n o rm a l o p e r a t i o n  

o f  t h e  P r o j e c t  f o r  a  p e r i o d  o f  f o u r  m o n t h s ) .

(c ) As a  r e s u l t  o f  a n y  c h a n g e s  i n  t h e  C o n s t i t u ­

t i o n  o f  S o u th  C a r o l i n a  o r  t h e  C o n s t i t u t i o n  o f  th e  

U n i te d  S t a t e s  o f  A m e ric a  o r  o f  l e g i s l a t i v e  o r  a d m in ­

i s t r a t i v e  a c t i o n  (w h e th e r  s t a t e  o l  f e d e r a l )  o r  by f i n a l  

d e c r e e ,  ju d g m e n t o r  o r d e r  o f  an y  c o u r t  o r  a d m i n i s t r a -
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t i v e  body (w h e th e r  s t a t e  o r  f e d e r a l )  e n t e r e d  a f t e r  t h e  

c o n t e s t  t h e r e o f  by t h e  L e s s e e  i n  g o o d  f a i t h ,  t h i s  

A g reem en t s h a l l  h a v e  becom e v o id  o r  u n e n f o r c e a b l e  o r  

im p o s s ib le  o f  p e r f o r m a n c e  in  a c c o r d a n c e  w i th  t h e  i n t e n t  

an d  p u r p o s e s  o f  t h e  p a r t i e s  a s  e x p r e s s e d  i n  t h i s  A g re e ­

m e n t, o r  u n r e a s o n a b l e  b u r d e n s  o r  e x c e s s i v e  l i a b i l i t i e s  

s h a l l  h a v e  b e e n  im p o s e d  on t h e  C o u n ty  o r  t h e  L e s s e e  i n  

r e s p e c t  t o  th e  P r o j e c t  i n c l u d i n g  w i t h o u t  l i m i t a t i o n  

f e d e r a l ,  s t a t e  o r  o t h e r  ad  v a lo r e m , p r o p e r t y ,  in co m e o r  

o t h e r  t a x e s  n o t  b e i n g  im p o se d  on  th e  d a t e  o f  t h i s  

A g re e m e n t.

To e x e r c i s e  su c h  o p t i o n ,  t h e  L e s s e e  s h a l l ,  w i t h i n  n i n e t y  

d a y s  f o l l o w in g  th e  e v e n t  a u t h o r i z i n g  t h e  e x e r c i s e  o f  s u c h  

o p t i o n ,  g iv e  w r i t t e n  n o t i c e  t o  t h e  C o u n ty  an d  t o  t h e  M o rt­

g a g e e ,  i f  t h e  N o te s  s h a l l  th e n  b e  u n p a id ,  an d  s h a l l  s p e c i f y  

t h e r e i n  th e  d a t e  o f  c l o s i n g  s u c h  p u r c h a s e ,  w h ic h  d a t e  s h a l l  

be  n o t  l e s s  th a n  f o r t y - f i v e  d a y s  n o r  m ore  th a n  r i n e t y  d a y s  

fro m  th e  d a te  s u c h  n o t i c e  i s  m a i l e d .  T he p u r c h a s e  p r i c e  

p a y a b le  by th e  L e s s e e  i n  t h e  e v e n t  o f  i t s  e x e r c i s e  o f  t h e  

o p t i o n  g r a n t e d  i n  t h i s  S e c t i o n  s h a l l  b e  t h e  sum o f  th e  

f o l l o w i n g :

(1) An a m o u n t o f  money w h ic h ,  when a d d ed  to  th e  

am oun t th e n  h e l d  by t h e  M o r tg a g e e ,  w i l l  b e  s u f f i c i e n t  

t o  pay  an d  r e t i r e  t h e  N o te s ,  i n c l u d i n g  w i t h o u t  l i m i t a ­

t i o n ,  p r i n c i p a l  a n d  a l l  i n t e r e s t  t o  a c c r u e  t o  t h e  d a t e  

o f  p a y m en t, p l u s
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(2) An am o u n t o f  m oney e q u a l  t o  th e  M o r tg a g e e 's  

f e e s  an d  e x p e n s e s  u n d e r  t h e  M o rtg a g e  a c c r u e d  a n d  to  

a c c r u e  u n t i l  s u c h  f i n a l  p ay m en t o f  th e  N o te s ,  p l u s

(J )  'i'he sum o i  o n e  d o l l a r ,  and  any  a n d  a l l  o t h e r  

sum s th e n  d u e  t o  th e  C o u n ty  u n d e r  t h i s  A g re e m e n t,  f o r  

t h e  L e a s e d  L a n d , B u i ld in g  and  L e a se d  E q u ip m e n t.

I n  t h e  e v e n t  o f  t h e  e x e r c i s e  o f  t h e  o p t i o n  g r a n t e d  i n  t h i s  

S e c t i o n  a n y  N e t P r o c e e d s  o f  i n s u r a n c e  o r  c o n d e m n a tio n  s h a l l  

b e  p a i d  t o  t h e  L e s s e e  s i m u l t a n e o u s l y  w i th  t h e  c o n v e y a n c e  

p r e s c r i b e d  by  S e c t i o n  1 1 .4 .

SECTION 1 1 . 3 . O p tio n  t o  P u r c h a s e  U n im p ro v ed  L a n d . I f  

n o  e v e n t  o f  d e f a u l t  u n d e r  t h i s  A g re em en t s h a l l  h a v e  h a p p e n e d  

a n d  be c o n t i n u i n g ,  t h e  L e s s e e  s h a l l  h a v e ,  and  i s  h e r e b y  

g r a n t e d ,  t h e  o p t i o n  t o  p u r c h a s e  an y  p a r t  o f  t h e  L e a s e d  Land 

o n  w h ic h  n e i t h e r  t h e  B u i ld in g  n o r  a n y  L e a se d  E q u ip m e n t i s  

l o c a t e d ,  b u t  upon  w h ic h  t r a n s p o r t a t i o n  o r  u t i l i t y  f a c i l i t i e s  

may be  l o c a t e d ,  a t  an y  t im e  an d  fro m  tim e  t o  t im e  a t  a n d  f o r  a 

p u r c h a s e  p r i c e  e q u a l  t o  $ 5 ,0 0 0  p e r  a c r e  p r o v id e d  t h a t  i t  

f u r n i s h e s  t h e  C o u n ty  w i th  t h e  f o l l o w i n g :

(a )  A n o t i c e  i n  w r i t i n g  c o n t a i n i n g  ( i )  an  a d e ­

q u a t e  l e g a l  d e s c r i p t i o n  o f  t h a t  p o r t i o n  o f  t h e  L e a s e d  

L and w i t h  r e s p e c t  t o  w h ic h  s u c h  o p t i o n  i s  t o  b e  e x e r ­

c i s e d ,  ( i i )  a s t a t e m e n t  t h a t  t h e  L e s s e e  i n t e n d s  t o  

e x e r c i s e  i t s  o p t i o n  t o  p u r c h a s e  su c h  p o r t i o n  o f  th e  

L e a s e d  L and on  a d a t e  s t a t e d ,  w h ic h  s h a l l  n o t  b e  l e s s
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t h a n  f o r t y - f i v e  n o r  m o re  th a n  n i n e t y  d a y s  fro m  th e  d a t e  

o f  s u c h  n o t i c e  an d  ( i i i )  a  s t a t e m e n t  t h a t  t h e  u s e  t o

w h ic h  t h e  L e s s e e  i n t e n d s  t o  d e v o te  s u c h  p o r t i o n  o f  th e  

L e a s e d  Land w i l l  p ro m o te  t h e  c o n t i n u e d  i n d u s t r i a l  

d e v e lo p m e n t  o f  S o u th  C a r o l i n a .

(b) A c e r t i f i c a t e  o f  an  I n d e p e n d e n t  E n g in e e r  who 

i s  a c c e p t a b l e  t o  th e  M o r tg a g e e ,  d a t e d  n o t  m o re  th a n  

n i n e t y  d a y s  p r i o r  t o  t h e  d a t e  o f  t h e  p u r c h a s e  an d  

s t a t i n g  t h a t ,  i n  th e  o p i n i o n  o f  t h e  p e r s o n  s i g n i n g  s u c h  

c e r t i f i c a t e ,  ( i )  t h e  p o r t i o n  o f  t h e  L e a s e d  L and w i th  

r e s p e c t  t o  w h ic h  th e  o p t i o n  i s  e x e r c i s e d  i s  n o t  n e e d e d  

f o r  t h e  o p e r a t i o n  o f  t h e  P r o j e c t  f o r  t h e  p u r p o s e s  

h e r e in a b o v e  s t a t e d ,  a n d  ( i i )  t h e  p u r c h a s e  w i l l  n o t  

i m p a i r  th e  u s e f u l n e s s  o f  t h e  B u i l d i n g  f o r  t h e  p u r p o s e  

f o r  w h ic h  i t  i s  i n t e n d e d ,  an d  w i l l  n o t  d e s t r o y  th e  

m ean s  o f  i n g r e s s  t h e r e t o  a n d  e g r e s s  t h e r e f r o m .

(c )  An am o u n t o f  m oney e q u a l  t o  th e  p u r c h a s e  

p r i c e  c o m p u te d  a s  p r o v id e d  in  t h i s  S e c t i o n .

The C o u n ty  a g r e e s  t h a t  upon  r e c e i p t  o f  t h e  n o t i c e ,  c e r t i f ­

i c a t e  a n d  m oney r e q u i r e d  i n  t h i s  S e c t i o n  t o  be  f u r n i s h e d  t o  

i t  by  t h e  L e s s e e  t h e  C o u n ty  w i l l  p r o m p t ly  d e l i v e r  s u c h  m oney 

t o  t h e  M o r tg a g e e  t o  b e  a p p l i e d  a g a i n s t  t h e  p r i n c i p a l  l a s t  

m a t u r i n g  o n  ( l i e  N o t e s ,  a n d  s e c u r e  fro m  th e  M o r tg a g e e  a 

r e l e a s e  fro m  th e  l i e n  o f  t h e  M o rtg a g e  o f  s u c h  p o r t i o n  o f  th e
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L e a s e d  L and w i t h  r e s p e c t  t o  w h ic h  th e  L e s s e e  s h a l l  h av e

e x e r c i s e d  t h e  o p t i o n  g r a n t e d  t o  i t  i n  t h i s  S e c t i o n .  In  t h e  

e v e n t  t h e  L e s s e e  s h a l l  e x e r c i s e  th e  o p t i o n  g r a n t e d  t o  i t  

u n d e r  t h i s  S e c t i o n  th e  L e s s e e  s h a l l  n o t  be  e n t i t l e d  to  any  

a b a te m e n t  o r  d i m i n u t i o n  o f  t h e  r e n t s  p a y a b le  u n d e r  S e c t i o n  

5 .3  h e r e o f ,  a n d  i f  s u c h  o p t i o n  r e l a t e s  t o  L e a s e d  L and on  

w h ic h  t r a n s p o r t a t i o n  o r  u t i l i t y  f a c i l i t i e s  a r e  l o c a t e d ,  t h e  

C o u n ty  s h a l l  r e t a i n  an  e a s e m e n t  t o  u s e  s u c h  t r a n s p o r t a t i o n  

o r  u t i l i t y  f a c i l i t i e s  t o  t h e  e x t e n t  n e c e s s a r y  f o r  t h e  

e f f i c i e n t  o p e r a t i o n  o f  th e  P r o j e c t .

SECTION 1 1 . 4 . C o n v e y a n c e  on E x e r c i s e  o f  O p tio n  t o  P u r ­

c h a s e . A t t h e  c l o s i n g  o f  t h e  p u r c h a s e  p u r s u a n t  t o  th e  

e x e r c i s e  o f  a n y  o p t i o n  t o  p u r c h a s e  g r a n t e d  h e r e i n ,  th e  

C o u n ty  w i l l  u p o n  r e c e i p t  o f  t h e  p u r c h a s e  p r i c e  d e l i v e r  to  

t h e  L e s s e e  t h e  f o l l o w i n g :

(a ) I f  n e c e s s a r y ,  a  r e l e a s e  fro m  t h e  M o rtg a g e e  o f  

t h e  p r o p e r t y  w i t h  r e s p e c t  t o  w h ic h  th e  o p t i o n  was e x e r ­

c i s e d  f ro m  a l l  s e c u r i t y  i n s t r u m e n t s .

(b) D o cu m en ts  c o n v e y in g  t o  t h e  L e s s e e  a  g o o d  an d  

m a r k e t a b l e  t i t l e  t o  t h e  p r o p e r t y  b e in g  p u r c h a s e d ,  a s  

s u c h  p r o p e l t y  t h e n  e x i s t s ,  s u b j e c t  t o  t h e  f o l l o w i n g :

( i )  t h o s e  l i e n s  an d  e n c u m b r a n c e s  ( i f  an y ) to  w h ic h  

t i t l e  t o  s a i d  p r o p e r t y  w as s u b j e c t  when c o n v e y e d  to  th e  

C o u n ty ;  ( i i )  t h o s e  l i e n s  an d  e n c u m b ra n c e s  c r e a t e d  by 

t h e  L e s s e e  o r  t o  t h e  c r e a t i o n  o r  s u f f e r i n g  o f  w h ic h  th e
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L e s s e e  c o n s e n te d ;  ( i i i )  t h o s e  l i e n s  an d  e n c u m b ra n c e s  

r e s u l t i n g  fro m  t h e  f a i l u r e  o f  th e  L e s s e e  t o  p e r fo rm  o r  

o b s e r v e  an y  o f  th e  a g r e e m e n ts  on i t s  p a r t  c o n t a i n e d  in  

t h i s  A g re e m e n t; ( iv )  P e r m i t t e d  E n c u m b ra n c e s  o t h e r  t h a n  

t h e  M o rtg a g e  a n d  t h i s  A g re e m e n t; a n d  (v) i f  t h e  o p t i o n  

i s  e x e r c i s e d  p u r s u a n t  to  t h e  p r o v i s i o n s  o f  S e c t i o n  

1 1 .2 ( b )  h e r e o f ,  t h e  r i g h t s  an d  t i t l e  o f  t h e  co n d em n in g  

a u t h o r i t y .

SECTION 1 1 .5 . R e l a t i v e  P o s i t i o n  o f  O p t io n s  an d  M o rtg a g e  

The o p t i o n s  r e s p e c t i v e l y  g r a n t e d  t o  th e  L e s s e e  i n  t h i s  

A r t i c l e  e x c e p t  u n d e r  S e c t i o n  1 1 .3  h e r e o f  s h a l l  b e  an d  r e m a in  

p r i o r  a n d  s u p e r i o r  t o  t h e  M o rtg a g e  and  may be  e x e r c i s e d  

w h e th e r  o r  n o t  t h e  L e s s e e  i s  i n  d e f a u l t  h e r e u n d e r ,  p r o v id e d  

t h a t  s u c h  d e f a u l t  w i l l  n o t  r e s u l t  i n  n o n f u l l f i l l m e n t  o f  an y  

c o n d i t i o n  t o  t h e  e x e r c i s e  o f  an y  s u c h  o p t i o n .
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ARTICLE X II

ADDITIONAL OBLIGATIONS OF LESSEE AND COUNTY

SECTION 1 2 . 1 . O b l i g a t i o n  t o  P u r c h a s e  P r o j e c t . The 

L e s s e e  h e r e b y  a g r e e s  t o  p u r c h a s e ,  a n d  th e  C o u n ty  h e r e b y  

a g r e e s  t o  s e l l ,  th e  P r o j e c t  l o r  o n e  d o l l a r ,  an d  an y  an d  a l l  

sum s th e n  d u e  t o  t h e  C o u n ty  u n d e r  t h i s  A g re e m e n t,  a t  t h e  

e x p i r a t i o n  o r  s o o n e r  t e r m i n a t i o n  o f  t h e  L e a se  Term  f o l l o w i n g  

t h e  p a y m e n t o f  t h e  N o te s .  A t th e  c l o s i n g  o f  t h e  f o r e g o in g  

p u r c h a s e ,  t h e  C o u n ty  w i l l  d e l i v e r  t o  t h e  L e s s e e  t h e  d o c u ­

m e n ts  r e f e r r e d  to  i n  S e c t i o n  1 1 .4  h e r e o f .  The r i g h t  t o  

p u r c h a s e  g r a n t e d  in  t h i s  S e c t i o n  s h a l l  be an d  r e m a in  p r i o r  

a n d  s u p e r i o r  t o  th e  M o rtg a g e  a n d  may be e x e r c i s e d  w h e th e r  o r  

n o t  th e  L e s s e e  i s  i n  d e f a u l t  h e r e u n d e r  p r o v id e d  t h a t  n o  s u c h  

d e f a u l t  w i l l  r e s u l t  i n  n o n f u l f i l l m e n t  o f  an y  c o n d i t i o n  t o  

t h i s  r i g h t .

SECTION 1 2 .2 . L e s s e e 's  O b l i g a t i o n  t o  P u r c h a s e  P r o j e c t  

U nder C e r t a i n  C i r c u m s ta n c e s . S h o u ld ,  s u b j e c t  t o  t h e  p r o v i s o  

in  th e  n e x t  s u c c e e d in g  p a r a g r a p h  o f  t h i s  S e c t i o n  1 2 .2 ,  by  

r e a s o n  o f  a n y  a c t u a l  o r  c la im e d  v i o l a t i o n  o f  an y  c o v e n a n t  

s e t  f o r t h  i n  S e c t i o n  8 .8 ( 2 )  o r  S e c t i o n  8 .8 ( 4 )  (w h e th e r  

th r o u g h  a c t  o f  t h e  L e s s e e  o r  c i r c u m s t a n c e s  n o t  u n d e r  L e s s e e 's  

c o n t r o l  o r  o t h e r w i s e )  o r  f o r  a n y  o t h e r  r e a s o n  ( e x c e p t  p u r s u a n t  

to  S e c t i o n  1 0 3 ( b ) ( 7 )  o f  t h e  C ode) i n t e r e s t  on  t h e  N o te s  be 

d e te r m in e d  b y :

( i )  t h e  N a t i o n a l  O f f i c e  o f  th e  I n t e r n a l  R evenue

S e r v i c e  o f  th e  U n i te d  S t a t e s  T r e a s u r y  D e p a r tm e n t ,  o r
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( i i )  t h e  D i s t r i c t  D i r e c t o r  o l I n t e r n a l  R e v e n u e

f o r  t h e  D i s t r i c t  in  w h ic h  th e  l e s s e e  f i l e s  t h e  s t a t e ­

m e n ts  r e q u i r e d  by  th e  g o v e r n in g  r e g u l a t i o n s  r e f e r r e d  t o  

i n  S e c t i o n  8 .8 ( 4 )  h e r e o f ,  o r

( i i i )  a n y  c o u r t  o f  c o m p e ten t-  j u r i s d i c t i o n  ( s u c h  

d e t e r m i n a t i o n  by  ( i ) ,  ( i i ) ,  o r  ( i i i )  b e in g  h e r e a f t e r  r e ­

f e r r e d  t o  i n  t h i s  S e c t io n  1 2 .2  a s  t h e  " o f f i c i a l  d e t e r m i n ­

a t i o n " )  t o  be s u b j e c t  t o  F e d e r a l  Inco m e T ax a s  a r e s u l t  o f  

th e  f a i l u r e  o f  th e  N o te s  t o  q u a l i f y  o r  m a i n t a i n  t h e i r  

q u a l i f i c a t i o n  a s  an  e x em p t s m a l l  i s s u e  u n d e r  1 0 3 ( b ) ( 6 ) ( A )  

and  (D) o f  th e  C ode, o r  by  r e a s o n  o f  a  v i o l a t i o n  ( a c t u a l  o r  

c la im e d )  o f  t h e  c a p i t a l  e x p e n d i t u r e  l i m i t a t i o n  p r e s c r i b e d  in  

S e c t i o n  1 0 3 (b )  (6) (D) o f  t h e  C o d e , o r  f o r  a n y  o t h e r  r e a s o n  

( e x c e p t  p u r s u a n t  t o  S e c t i o n  1 0 3 ( b ) ( 7 )  o f  t h e  C ode) th e n  i n  

any  o f  s u c h  e v e n t s ,  t h e  L e s s e e  a g r e e s  t o  p u r c h a s e ,  in  

f u l l  d i s c h a r g e  o f  a l l  l i a b i l i t y  h e r e u n d e r ,  t h e  P r o j e c t  

w i t h i n  t h i r t y  d a y s  a f t e r  s u c h  o f f i c i a l  d e t e r m i n a t i o n  a t  

a p u r c h a s e  p r i c e  e q u a l  t o  t h e  p r i n c i p a l  am o u n t o f  a l l  

N o te s  t h e n  o u t s t a n d i n g ,  p l u s  a c c r u e d  i n t e r e s t  t o  th e  

p re p a y m e n t  d a t e  an d  a  p re p a y m e n t  p e n a l t y  c o m p u te d  i n  

t h e  m a n n e r  p r e s c r i b e d  i n  S e c t i o n  1 2 .4 ,  p l u s  an y  e x p e n s e s  

o f  p r e p a y m e n t .  The o b l i g a t i o n  o f  th e  L e s s e e  u n d e r  t h i s  

S e c t i o n  1 2 .2  s h a l l  s u r v i v e  a n y  t e x m i n a t i o n  o f  t h e  L e a s e

T erm .

P r o v i d e d ,  t h a t  th e  L e s s e e  m ay i n  good  f a i t h  t o  t h e  

e x t e n t  p e r m i t t e d  by  la w , c o n t e s t ,  a t  L e s s e e 's  e x p e n s e ,  any  

su c h  o f f i c i a l  d e t e r m i n a t i o n ,  in  w h ic h  e v e n t ,  a t  L e s s e e 's
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o p t i o n ,  t h e  p e r f o r m a n c e  o f  i t s  o b l i g a t i o n  t o  p u r c h a s e  p u r s u a n t  

t o  t h e  f o r e g o in g  p r o v i s i o n s  o f  t h i s  S e c t i o n  1 2 .2  a s  a r e s u l t  

o f  s u c h  o f f i c i a l  d e t e r m i n a t i o n  may be  p o s tp o n e d  f o r  two 

y e a r s  fro m  t h e  d a t e  o f  L e s s e e 's  r e c e i p t  o f  w r i t t e n  n o t i c e  

r e g a r d i n g  s u c h  o f f i c i a l  d e t e r m i n a t i o n ,  b u t  in  no  e v e n t  s h a l l  

t h e  p e r f o r m a n c e  o f  L e s s e e 's  o b l i g a t i o n  t o  p u r c h a s e  be p o s t ­

p o n e d  b e y o n d  t h e  e x p i r a t i o n  o f  s u c h  tw o y e a r  p e r i o d ,  ev en  

th o u g h  an y  s u c h  l i t i g a t i o n  o r  c o n t e s t  s h a l l  n o t  th e n  be 

c o m p le te d  o r  t e r m i n a t e d .  I f  s u c h  o f f i c i a l  d e t e r m i n a t i o n  i s  

r e v e r s e d  o r  w ith d ra w n  by  c o m p e te n t  a u t h o r i t y  w i t h i n  su c h  tw o 

y e a r  p e r i o d ,  L e s s e e  s h a l l  b e  r e l i e v e d  o f  s u c h  o b l i g a t i o n  to  

p u r c h a s e .

A t th e  c l o s i n g  o f  an y  s u c h  p u r c h a s e  o f  t h e  P r o j e c t  p u r ­

s u a n t  to  t h i s  S e c t i o n ,  t h e  C o u n ty  s h a l l  d e l i v e r  t o  th e  

L e s s e e  t h e  d o c u m e n ts  r e f e r r e d  t o  i n  S e c t i o n  1 1 .4 .  The 

p u r c h a s e  p r i c e  s h a l l  be  a p p l i e d  t o  t h e  p re p a y m e n t  o f  th e  

N o te s  on t h e  e a r l i e s t  p o s s i b l e  d a t e  w h e th e r  o r  n o t  s u c h  d a t e  

i s  an i n t e r e s t  p a y m e n t d a t e ,  and  t o  th e  p a y m e n t o f  any 

p re p a y m e n t p e n a l t y  r e q u i r e d  by S e c t i o n  1 2 .4  on a c c o u n t  o f  

p r e v i o u s l y  p a i d  i n s t a l l m e n t s  o f  p r i n c i p a l  c f  t h e  N o te s .

SECTION 1 2 . 3 . O b l i g a t i o n  o f  L e s s e e  F u r t h e r  D e f in e d .

T he p a r t i e s  r e c o g n i z e  t h a t  t h e  N o te s  a r e  b e in g  i s s u e d  a s  t a x  

f r e e  o b l ig a t io n .* ;  by v i r t u e  o f  a n  e l e c t i o n  m ade u n d e r  S e c t i o n  

1 0 3 ( b ) ( 6 ) ( D )  o f  t h e  C o d e , an d  t h a t  c i r c u m s t a n c e s  ( n o t  now 

c o n te m p la te d  o r  a n t i c i p a t e d )  may h e r e a f t e r  r e s u l t  i n  a
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d e t e r m i n a t i o n  a s  p r o v id e d  in  S e c t io n  1 2 .2  (w h ich  may be 

d i s p u t e d )  t h a t  i n t e r e s t  on  th e  N o te s  i s  s u b j e c t  t o  F e d e r a l

Incom e T ax by r e a s o n  o f  an y  c i r c u m s t a n c e  d e s c r i b e d  in  

S e c t i o n  1 2 .2 .  I t  i s  t h e  i n t e n t i o n  o f  t h e  p a r t i e s  h e r e t o  

t h a t ,  s u b j e c t  t o  t h e  p r o v i s o  in  th e  s e c o n d  p a r a g r a p h  o f  

S e c t i o n  1 2 .2 ,  t h e  L e s s e e ,  in  th e  e v e n t  o f  su c h  a  d e te r m ­

i n a t i o n ,  s h a l l  p r o v i d e  e a c h  p e r s o n  who i s  a h o l d e r  o f  a 

N o te  on t h e  o c c a s i o n  a s  o f  w h ic h  i n t e r e s t  on t h e  N o te s  

b eco m es (o r  i s  d e t e r m in e d  a s  p r o v id e d  i n  S e c t i o n  1 2 .2  t o  b e ) 

t a x a b l e ,  by  r e a s o n  o f  a n y  c i r c u m s t a n c e  d e s c r i b e d  i n  S e c t i o n  

1 2 .2 ,  w i th  t h e  r e l i e f  p r e s c r i b e d  i n  S e c t i o n  1 2 .2  an d  S e c t i o n  

1 2 .4  h e r e o f ,  w i t h o u t  r e g a r d  to  t h e  f i n a l  o u tc o m e  o f  an y  d i s ­

p u t e ,  a n d  s u c h  d e t e r m i n a t i o n  a s  p r e s c r i b e d  i n  S e c t i o n  1 2 .2  

s h a l l  be  c o n c l u s i v e  e v e n  th o u g h  i t  m ig h t  b e  t h e r e a f t e r  

d e te r m in e d  by C o u r t  o r d e r ,  r u l i n g  o r  o t h e r w i s e  t h a t  i n t e r e s t  

on t h e  N o te s  w a s , i n  f a c t ,  n o t  s u b j e c t  t o  F e d e r a l  Incom e

T a x e s .

SECTION 1 2 . 4 . C o m p u ta t io n  o f  A d d i t i o n a l  P re p a y m e n t 

P e n a l t y . I n  t h e  e v e n t  t h e  L e s s e e  i s  r e q u i r e d  t o  p u r c h a s e  

t h e  P r o j e c t  by  v i r t u e  o f  t h e  p r o v i s i o n s  o f  S e c t i o n  1 2 .2  

h e r e o f ,  t h e  p re p a y m e n t  p e n a l t y  p a y a b le  s h a l l  b e  c o m p u te d  on 

t h e  p r i n c i p a l  am o u n t o f  N o te s  o u t s t a n d i n g  on t h e  d a t e  a s  o f  

w h ic h  i it l-t'i <•:;( o n  I l ie  Not <•:; b e c o m e s  l a x . i b l e  ( o r  i n  d e t e r m i n e d  

in  a c c o r d a n c e  w i th  S e c t i o n  1 2 .2  h e r e o f ,  t o  b e  t a x a b l e )  s u c h  

d a t e  b e in g  h e r e a f t e r  r e f e r r e d  t o  in  t h i s  S e c t i o n  1 2 .4  a s  t h e
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" T a x a b le  D a te " .  The p re p a y m e n t p e n a l t y  s h a l l  be a sum e q u a l  

t o  s i x  m o n th s ' i n t e r e s t  f o r  e a c h  s i x  m o n th s  p e r i o d  o r  f r a c ­

t i o n  o f  s u c h  s i x  m o n th s ' p e r i o d  b e tw e e n  th e  T a x a b le  D a te  

.m il l.lie d a t e  o f  p r e p a y m e n t  o r  t h e  e a r l i e r  p a y m e n t  d a l e  o f  

a n y  i n s t a l l m e n t  o f  p r i n c i p a l  w h ich  s h a l l  have  b e e n  p a id  

( w h e th e r  a t  m a t u r i t y  o r  b y  p re p a y m e n t)  s u b s e q u e n t  t o  th e  

T a x a b le  D a te  an d  p r i o r  t o  t h e  p re p a y m e n t  d a t e .  On th e  

o c c a s i o n  o f  t h e  p u r c h a s e  o f  th e  P r o j e c t  p u r s u a n t  to  th e  

r e q u i r e m e n t s  o f  S e c t i o n  1 2 .2  t h e  p u r c h a s e  p r i c e  p a i d  by 

L e s s e e  s h a l l  i n c l u d e  t h e  a g g r e g a t e  o f a l l  p e n a l t i e s  ab o v e  

p r e s c r i b e d  so  t h a t  e a c h  p e r s o n  who may b e ,  o r  may h a v e  b e e n  

t h e  h o l d e r  o f  an y  N o te  on  t h e  o c c a s i o n  w hen an y  i n s t a l l m e n t  

t h e r e o f  w as p a i d  (w h e th e r  a t  m a t u r i t y  o r  by p re p a y m e n t)  

p r i o r  t o  t h e  r e d e m p t io n  d a t e  b u t  s u b s e q u e n t  t o  t h e  T a x a b le  

D a te ,  s h a l l  r e c e i v e  a p re p a y m e n t  p e n a l t y  on e a c h  su c h  

p r i n c i p a l  i n s t a l l m e n t  co m p u te d  a c c o r d i n g  t o  t h e  p r o v i s i o n s  

o f  t h i s  S e c t i o n  12. 4.
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ARTICLE X I I I

MISCELLANEOUS

SECTION 1 3 .1 . Q u i e t  E n jo y m e n t . The C o u n ty  a g r e e s  so  

lo n g  a s  th e  L e s s e e  s h a l l  f u l l y  an d  p u n c t u a l l y  p ay  a l l  o f  t h e  

r e n t s  an d  o t h e r  a m o u n ts  p r o v id e d  t o  be  p a id  h e r e u n d e r  by t h e  

L e s s e e ,  an d  s h a l l  f u l l y  an d  p u n c t u a l l y  p e r f o r m  a l l  o f  i t s  

o t h e r  c o v e n a n t s  a n d  a g r e e m e n ts  h e r e u n d e r ,  t h a t  th e  L e s s e e  

s h a l l  p e a c e a b ly  a n d  q u i e t l y  h a v e ,  h o ld  an d  e n jo y  th e  P r o j e c t  

d u r i n g  th e  L e a s e  T erm .

SECTION 1 3 . 2 . S u r r e n d e r  o f  P r o j e c t . E x c e p t  a s  o t h e r ­

w is e  e x p r e s s l y  p r o v id e d  i n  t h i s  A g re e m e n t, a t  t h e  e x p i r a t i o n  

o r  s o o n e r  t e r m i n a t i o n  o f  t h e  L e a se  T erm , t h e  L e s s e e  a g r e e s  

t o  s u r r e n d e r  p o s s e s s i o n  o f  th e  P r o j e c t  p e a c e a b ly  an d  p r o m p t ly  

t o  th e  C o u n ty  i n  a s  g o o d  c o n d i t i o n  a s  a t  t h e  com m encem ent o f  

t h e  L e a s e  T erm , l o s s  by  f i r e  o r  o t h e r  c a s u a l t y  c o v e r e d  by 

i n s u r a n c e  a n d  o r d i n a r y  w e a r ,  t e a r  an d  o b s o l e s c e n c e  o n ly  

e x c e p t e d .

SECTION 1 3 . 3 . N o t i c e s . A l l  n o t i c e s ,  c e r t i f i c a t e s  o r  

o t h e r  c o m m u n ic a t io n s  h e r e u n d e r  s h a l l  b e  s u f f i c i e n t l y  g iv e n  

an d  s h a l l  b e  deem ed g iv e n  when m a i le d  by  r e g i s t e r e d  m a i l ,  

p o s t a g e  p r e p a i d ,  o r  g iv e n  when d i s p a t c h e d  by  a  t e l e g r a m  w hen 

t e l e g r a p h i c  n o t i c e  i s  p e r m i t t e d  b y  e x p r e s s  p r o v i s i o n s  o f  

t h i s  A g re e m e n t,  a d d r e s s e d  a s  f o l l o w s :  i f  t o  th e  C o u n ty , to  

th e  M a r lb o ro  C o u n ty  C o u n c i l ,  M a r lb o ro  C o u n ty  C o u r th o u s e ,  

B e n n e t t s v i l l e ,  S o u th  C a r o l i n a  2 9 5 1 2 ; i f  t o  t h e  L e s s e e ,  a t
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P o s t  01 I i c e  Box 5 4 1 6 ,  W in s  L o n -5  u  l e n t ,  N o r t h  C a r o l i n a  2 7 1 0 3 ,  

A t t e n t i o n :  C h a r le s  Y. L a c k e y ; i f  to  th e  G u a r a n t o r  a t  P o s t  

O f f i c e  Box 5 4 1 6 , W in s to n -S a le m , N o r th  C a r o l i n a  2 7 1 0 3 , 

A t t e n t i o n :  C h a r le s  Y. L a c k e y ;  i f  t o  th e  M o r tg a g e e ,  a t  W a c h o v ia  

Bank t* T r u s t  Com pany, N. A . ,  P o s t  O f f i c e  Box 3 0 9 9 , W in s to n -  

S a le m , N o r th  C a r o l i n a  2 7 1 0 2 , A t t e n t i o n :  L a r r y  II. P a t t e r s o n ,  

S e n io r  V ic e  P r e s i d e n t .  T he C o u n ty ,  t h e  L e s s e e  a n d  th e  

M o rtg a g e e  m ay, by n o t i c e  g i v e n  t o  a l l  p a r t i e s  t o  t h i s  A g re e ­

m en t and  th e  M o r tg a g e , d e s i g n a t e  a n y  f u r t h e r  o r  d i f f e r e n t  

a d d r e s s e s  t o  w h ic h  s u b s e q u e n t  n o t i c e s ,  c e r t i f i c a t e s  o r  o t h e r  

c o m m u n ic a tio n s  s h a l l  b e  s e n t .

SECTION 1 3 .4 . R e c o r d in g  an d  F i l i n g . (a ) T h i s  A g re e ­

m en t a s  o r i g i n a l l y  e x e c u t e d  s h a l l  be  r e c o r d e d  p r i o r  t o  t h e  

r e c o r d a t i o n  o f  th e  M o r tg a g e .  I t  s h a l l  b e  r e c o r d e d  and 

in d e x e d  a s  a m i s c e l l a n e o u s  c o n v e y a n c e  a n d  a s  a  s e c u r i t y  

a g re e m e n t  in  th e  o f f i c e  o f  t h e  C le r k  o f  C o u r t  f o r  M a r lb o ro  

C o u n ty , S o u th  C a r o l i n a ,  o r  i n  s u c h  o t h e r  o f f i c e  a s  may a t  

t h e  t im e  be p r o v id e d  by  la w  a s  t h e  p r o p e r  p l a c e  f o r  th e  

r e c o r d a t i o n  t h e r e o f .  The s e c u r i t y  i n t e r e s t  o f  t h e  C o u n ty  

c r e a t e d  h e r e i n  a s  t o  t h e  p e r s o n a l  p r o p e r t y ,  e q u ip m e n t  an d  

f i x t u r e s  and  th e  a s s ig n m e n t  o f  s u c h  s e c u r i t y  i n t e r e s t  t o  t h e  

M o rtg a g e e  s h a l l  be p e r f e c t e d  by t h e  f i l i n g  o f  f i n a n c i n g  

s t a t e m e n t s  w h ich  f u l l y  co m p ly  w i th  t h e  S o u th  C a r o l i n a  U n ifo rm  

C o m m erc ia l C ode— S e c u r e d  T r a n s a c t i o n s  in  t h e  o f f i c e  o f  th e  

S e c r e t a r y  o f  S t a t e  o f  S o u th  C a r o l i n a ,  i n  t h e  C i t y  o f  C o lu m b ia ,  

S o u th  C a r o l i n a  and  i n  th e  o f f i c e  o f  t h e  C le r k  o f  C o u r t  f o r  

M a r lb o ro  C o u n ty . T he p a r t i e s  f u r t h e r  a g r e e  t h a t  a l l  n e c e s -
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n a r y  c o n t i n u a l  ion  s t a t e m e n t s  s h a l l  be  f i l e d  w i t h i n  t h e  tim e  

p r e s c r i b e d  by t h e  S o u th  C a r o l i n a  U n ifo rm  C o m m e rc ia l C ode—  

S e c u r e d  T r a n s a c t i o n s  in  o r d e r  to  c o n t i n u e  th e  s e c u r i t y  

i n t e r e s t  c r e a t e d  by t h i s  A g re e m e n t, t o  t h e  e n d  t h a t  th e  

r i g h t s  o f  t h e  M o rtg a g e e  i n  th e  P r o j e c t  (an d  in  t h e  a s s i g n ­

m e n t t o  t h e  M o r tg a g e e  o f  t h e  r e n t s  p a y a b le  u n d e r  t h i s  L e a se  

A g re e m e n t)  s h a l l  be  f u l l y  p r e s e r v e d  a s  a g a i n s t  c r e d i t o r s  o f ,  

o r  p u r c h a s e r s  f o r  v a l u e  f ro m , t h e  C o u n ty  o r  th e  L e s s e e .

(b) T he  d e e d  c o n v e y in g  th e  L e a se d  Land to  t h e  C o u n ty , 

t h i s  A g re e m e n t ,  i t s  a s s ig n m e n t  t o  t h e  M o r tg a g e e ,  a n d  th e  

M o r tg a g e  may b e  r e c o r d e d  p r i o r  t o  t h e  d e l i v e r y  o f  t h e  S e r i e s  

1977 N o te .  I f  s u b s e q u e n t  t o  s u c h  r e c o r d i n g  th e  S e r i e s  1977 

N o te  s h a l l  n o t  be  d e l i v e r e d  on  o r  b e f o r e  D ecem ber 3 1 , 1 9 7 7 , 

o r  s u c h  l a t e r  d a t e  a s  t h e  L e s s e e  may a g r e e  upon  i n  w r i t i n g ,  

th e n  t h e  s a i d  d e e d ,  t h i s  A g re e m e n t, i t s  A s s ig n m e n t t o  th e  

M o r tg a g e e ,  a n d  th e  M o rtg a g e  s h a l l  b e  o f  no  f o r c e  an d  e f f e c t  

a n d  i n  s u c h  e v e n t  t h e  C o u n ty  an d  th e  L e s s e e  do  h e r e b y  m u tu ­

a l l y  r e l e a s e  a n d  d i s c h a r g e  e a c h  o t h e r  fro m  an y  a n d  a l l  

c l a i m s  o f  a n y  c h a r a c t e r  w h ic h  e i t h e r  may h av e  a g a i n s t  t h e

o t h e r  by  r e a s o n  o f  o r  a r i s i n g  fro m  a f a i l u r e  t o  d e l i v e r  t h e  

S e r i e s  1977  N o te .  And t h e  C o u n ty  s h a l l  t r a n s f e r  an d  r e c o n ­

v e y  t o  t h e  L e s s e e  o r  i t s  d e s i g n e e  a l l  p r o p e r t i e s  c o n v e y e d  t o  

th e  C o u n ty  by I lie d e e d  a n d  I o r  I h e  r.am e c o n n  i d e r n  l i o n  p a i d
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t o  t h e  C o u n ty  by th e  L e s s e e .  B o th  p a r t i e s  s h a l l  e x e c u te  

s u c h  f u r t h e r  i n s t r u m e n t s  a s  may b e  n e c e s s a r y  to  f u l l y  

im p le m e n t t h e  p r o v i s i o n s  o f  t h i s  s u b s e c t i o n  (b) o f  S e c t i o n  

1 3 .4 .

SECTION 1 3 . 5 . O th e r  I n s t r u m e n t s . (a ) The L e s s e e  

c o v e n a n t s  t o  d e l i v e r  t o  t h e  C o u n ty  an d  t h e  M o rtg a g e e  w i t h i n  

s i x t y  d a y s  a f t e r  th e  c l o s e  o f  e a c h  f i s c a l  y e a r  o f  th e  L e s s e e  

a  d e s c r i p t i o n  o f  th e  P r o j e c t ,  a s  o f  th e  c l o s e  o f  s u c h  

f i s c a l  y e a r ,  i f  n o t  a d e q u a t e l y  d e s c r i b e d  in  t h e  g r a n t i n g  

c l a u s e s  o f  t h e  M o rtg a g e  a s  t h e n  s u p p le m e n te d ,  an d  in  th e  

d e m is in g  c l a u s e s  o f  t h i s  A g re e m e n t a s  th e n  am en d ed . S uch  

d e s c r i p t i o n  s h a l l  be  s u f f i c i e n t l y  d e t a i l e d  s o  a s  t o  e n a b le  

c o u n s e l  t o  r e n d e r  t h e  o p i n i o n  r e f e r r e d  t o  i n  c l a u s e  (4) o f  

t h e  n e x t  s u c c e e d in g  s e n t e n c e .  W ith in  30 d a y s  a f t e r  d e l i v e r y  

o f  s u c h  d e s c r i p t i o n ,  t h e  L e s s e e  c o v e n a n t s  t h a t  i t  w i l l :

(1 ) P r e p a r e  a  s u p p le m e n t  t o  t h e  M o rtg a g e  an d  an  

am endm en t t o  t h i s  A g re e m e n t, e a c h  c o n t a i n i n g  an  

a d e q u a te  an d  f u l l  d e s c r i p t i o n  o f  t h e  P r o j e c t ;

(2) D e l i v e r  t h e  s u p p le m e n t  t o  th e  M o rtg a y e  t o  t h e  

M o r tg a g e e  an d  th e  C o u n ty  an d  th e  s u p p le m e n t  t o  t h i s  

A g re e m e n t t o  t h e  C o u n ty ,  f o r  e x e c u t i o n ;

(3 ) D e l i v e r  t h e  f u l l y  e x e c u t e d  s u p p le m e n t  t o  t h e  

M o rtg a y e  an d  t h e  f u l l y  e x e c u t e d  s u p p le m e n t  t o  t h i s
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A g re e m e n t t o  t h e  M o rtg a g e e  f o r  r e c o r d i n g  an d  f i l i n g  o r  

r e - r e c o r d i n g  o r  r e - f i l i n g  in  a l l  p l a c e s  r e q u i r e d  by th e  

o p i n i o n  o f  C o u n s e l  r e f e r r e d  to  in  s u b - s e c t i o n  ( a ) (4) o f  

t h i s  S e c t i o n  1 3 .5 ;  and

(4) D e l i v e r  t o  t h e  M o rtg a g e e  a w r i t t e n  o p in i o n  o f  

c o u n s e l  (who may be c o u n s e l  f o r  t h e  C o u n ty  o r  th e  

L e s s e e )  a d d r e s s e d  t o  t h e  M o rtg a g e e  t h a t  th e  d e s c r i p t i o n  

o f  t h e  M o rtg a g e d  P r o p e r t y  ( b e in g  t h e  p r o p e r t y  d e s c r i b e d  

u n d e r  p a r a g r a p h s  I ,  I I ,  I I I ,  IV an d  V o f  t h e  M o rtg a g e )  

c o n t a i n e d  in  t h e  g r a n t i n g  c l a u s e s  o f  t h e  M o r tg a g e ,  a s  

s u p p le m e n te d ,  a n d  t h e  d e s c r i p t i o n  o f  t h e  P r o j e c t  

c o n t a i n e d  i n  t h e  d e m is in g  c l a u s e s  o f  t h i s  A g re e m e n t, a s  

s u p p le m e n te d ,  a r e  a d e q u a te  f o r  a l l  p u r p o s e s  t h e r e o f  and  

h e r e o f ;  t h a t  t h e  M o r tg a g e ,  a s  s u p p le m e n te d ,  c o n s t i ­

t u t e s  a  v a l i d  f i r s t  m o r tg a g e  l i e n  o n ,  a n d  s e c u r i t y  

i n t e r e s t  i n ,  t h e  i n t e r e s t  o f  t h e  C o u n ty  in  t h e  s a i d  

M o rtg a g e d  P r o p e r t y ,  s u b j e c t  o n ly  t o  P e r m i t t e d  Encum­

b r a n c e s  o t h e r  th a n  t h e  M o r tg a g e ;  t h a t  t h e  M o r tg a g e ,  a s  

s u p p le m e n te d ,  t h i s  A g re e m e n t,  a s  s u p p le m e n te d ,  an d  a l l  

f i n a n c i n g  s t a t e m e n t s ,  c o n t i n u a t i o n  s t a t e m e n t s ,  

n o t i c e s  an d  o t h e r  i n s t r u m e n t s  r e q u i r e d  by a p p l i c a b l e  

Jaw  h a v e  b e e n  r e c o r d e d  o r  f i l e d  o r  r e - r e c o r d e d  

o r  r e - f i l e d  i n  s u c h  m a n n e r and  in  s u c h  p l a c e s
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r e q u i r e d  by law  i n  o r d c i  Lo I u i l y  p r e s e r v e  und p r o t e c t  

th e  r i g h t s  o f  Lhc M o rtg a g e e  in  th e  P r o j e c t  (a n d  i n  th e  

a s s ig n m e n t  to  th e  M o rtg a g e e  o f  th e  r e n t s  p a y a b le  u n d e r  

t h i s  A g re e m e n t)  a s  a g a i n s t  c r e d i t o r s  o f ,  o r  p u r c h a s e r s  

f o r  v a l u e  f ro m , th e  C o u n ty  o r  th e  L e s s e e .

(b) The L e s s e e ,  t h e  C o u n ty  and  th e  M o rtg a g e e  s h a l l  

e x e c u te  an d  d e l i v e r  a l l  i n s t r u m e n t s  an d  s h a l l  f u r n i s h  a l l  

i n f o r m a t i o n  a n d  e v id e n c e  deem ed n e c e s s a r y  o r  a d v i s a b l e  by 

s u c h  c o u n s e l  i n  o r d e r  t o  e n a b le  h im  t o  r e n d e r  t h e  o p i n i o n  

r e f e r r e d  t o  i n  s u b s e c t i o n  ( a ) ( 4 )  o f  t h i s  S e c t i o n  1 3 .5 .  The 

M o rtg a g e e  s h a l l  f i l e  an d  r e c o r d  a n d  r e - r e c o r d  o r  c a u s e  t o  be  

f i l e d  a n d  r e c o r d e d  a n d  r e - r e c o r d e d  a l l  i n s t r u m e n t s  r e q u i r e d  

t o  be f i l e d  a n d  r e c o r d e d  an d  r e - r e c o r d e d  p u r s u a n t  t o  t h e  

o p in io n  o f  s u c h  c o u n s e l  an d  s h a l l  c o n t i n u e  o r  c a u s e  t o  b e  

c o n t in u e d  th e  l i e n s  o f  s u c h  i n s t r u m e n t s  f o r  s o  lo n g  a s  t h e  

N o te  s h a l l  be  o u t s t a n d i n g ,  e x c e p t  a s  o t h e r w i s e  i n  t h i s  

A g re e m e n t r e q u i r e d .

SECTION 1 3 . 6 . B in d in g  E f f e c t . T h i s  A g re e m e n t s h a l l  

i n u r e  t o  t h e  b e n e f i t  o f  a n d  s h a l l  be  b in d in g  upon  th e  C o u n ty , 

t h e  L e s s e e  a n d  t h e i r  r e s p e c t i v e  s u c c e s s o r s  an d  a s s i g n s ,  

s u b j e c t ,  h o w e v e r , t o  th e  l i m i t a t i o n  c o n t a i n e d  i n  S e c t i o n s  

8 .3 ,  9 . 1 ,  9 .2  a n d  9 .3  h e r e o f .

SECTION 1 3 . 7 . S e v e r a b i l i t y . I n  th e  e v e n t  a n y  p r o v i s i o n  

o f  t h i s  A g re e m e n t s h a l l  be h e ld  i n v a l i d  o r  u n e n f o r c e a b l e  by 

a n y  c o u r t  o f  c o m p e te n t  j u r i s d i c t i o n ,  s u c h  h o ld in g  s h a l l  n o t  

i n v a l i d a t e  o r  r e n d e r  u n e n f o r c e a b l e  an y  o t h e r  p r o v i s i o n

h e r e o f .
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6
SECTION 1 3 . 8 .  A m ounts H e ld  by  t h e  M o r tg a g e e .  I t  i s  

a g r e e d  by  th e  p a r t i e s  h e r e t o  t h a t  an y  a m o u n ts  h e ld  by th e  

M o rtg a g e e  upon e x p i r a t i o n  o r  s o o n e r  t e r m i n a t i o n  o f  t h e  L e a se  

Term , a s  p r o v id e d  in  t h i s  A g re e m e n t, a f t e r  p a y m en t in  f u l l  

o f  th e  n o t e s  an d  th e  f e e s ,  c h a r g e s  an d  e x p e n s e s  o f  t h e  C o u n ty  

an d  o f  t h e  M o rtg a g e e  in  a c c o r d a n c e  w i th  th e  M o rtg a g e  a n d  th e  

p r o v i s i o n s  o f  t h i s  A g re em en t s h a l l  b e lo n g  t o  an d  b e  p a i d  t o  

t h e  L e s s e e  by t h e  M o rtg a g e e  a s  o v e rp a y m e n t  o f  r e n t s .

SECTION 1 3 . 9 . A m endm ents, C h an g es  an d  M o d i f i c a t i o n s .

T h is  A g re e m e n t may n o t  b e  am en d ed , c h a n g e d , m o d i f i e d ,  a l t e r e d  

o r  t e r m i n a t e d  w i t h o u t  i n  e a c h  i n s t a n c e  t h e  p r i o r  w r i t t e n

c o n s e n t  o f  t h e  M o r tg a g e e .

SECTION 1 3 .1 0 . N e t L e a s e . T h is  A g re e m e n t s h a l l  b e  

deem ed a n d  c o n s t r u e d  to  be a " n e t  l e a s e " , a n d  t h e  L e s s e e  

s h a l l  p a y  a b s o l u t e l y  n e t  d u r i n g  th e  L e a s e  Term  th e  r e n t  and  

a l l  o t h e r  p a y m e n ts  r e q u i r e d  h e r e u n d e r ,  f r e e  o f  an y  d e d u c ­

t i o n s ,  w i t h o u t  a b a te m e n t ,  d i m i n u t i o n s  o r  s e t - o f f  o t h e r  t h a n  

th o s e  h e r e i n  e x p r e s s l y  p r o v i d e d .

SECTION 1 3 .1 1 . E x e c u t io n  o f  C o u n t e r p a r t s . T h i s  A g re e ­

m en t may b e  e x e c u te d  in  s e v e r a l  c o u n t e r p a r t s ,  e a c h  o f  w h ic h  

s h a l l  b e  a n  o r i g i n a l  an d  a l l  o f  w h ic h  s h a l l  c o n s t i t u t e  b u t  

o n e  a n d  t h e  sam e i n s t r u m e n t .

:; I a "r i o n  1 3 .1 2  . haw C.< jv o rn i  ng C< m 18 1 r u e  t  i on  o f  Ag r e e m e n t . 

T h i s  A g re e m e n t i s  p r e p a r e d  a n d  e n t e r e d  i n t o  w i th  t h e  i n t e n t i o n  

t h a t  t h e  la w  o f  t h e  S t a t e  o f  S o u th  C a r o l i n a  s h a l l  g o v e r n  i t s

c o n s t r u c t i o n .
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IN WITNESS WHEREOF, M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,  

h a s  e x e c u te d  t h i s  L e a se  A g re e m e n t by  c a u s in g  i t s  nam e t o  be  

h e r e u n t o  s u b s c r i b e d  by  th e  C h a irm a n  o f  th e  M a r lb o ro  C o u n ty

C o u n c i l  and  th e  o f f i c i a l  s e a l  o f  s a i d  C o u n ty  t o  b e  im p r e s s e d  

h e r e o n  an d  a t t e s t e d  by th e  C le r k  o f  s a i d  M a r lb o ro  C o u n ty  

C o u n c i l ;  an d  H an es  H o s i e r y ,  I n c .  h a s  e x e c u te d  t h i s  L e a s e  

A g re e m e n t by c a u s in g  i t s  c o r p o r a t e  name t o  be  h e r e u n t o  

s u b s c r i b e d  by  i t s  V i c e - P r e s i d e n t  and  i t s  c o r p o r a t e  s e a l  t o  be 

im p r e s s e d  h e r e o n  an d  a t t e s t e d  by  i t s  S e c r e t a r y ,  a l l  b e in g  

d o n e  a s  o f  t h e  d a y  an d  y e a r  f i r s t  ab o v e  w r i t t e n .

MARLBORO COUNTY, SOUTH CAROLINA

(S E AL) By _____________________________________ ___
C h a irm a n , M a r lb o ro  C o u n ty  C o u n c i l

A t t e s t :

C l e r k ,  M a r lb o ro  C o u n ty  
C o u n c i l

S ig n e d ,  S e a le d  and  D e l i v e r e d  
i n  t h e  p r e s e n c e  o f :
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HANES HOSIERY, INC.

(SEAL) B y ___________
I t s  ___

A t t e s t :

S ig n e d ,  S c a le d  an d  D e l iv e r e d  
in  t h e  p r e s e n c e  o f :
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STATE OF SOUTH CAROLINA

COUNTY OF MARLBORO

PERSONALLY a p p e a r e d  b e l o r e  m e _______________________________ _

who b e in g  d u ly  sw orn  s a y s  t h a t  he  saw  th e  s e a l  o f  M a r lb o ro  

C o u n ty  a f f i x e d  t o  th e  f o r e g o in g  L e a se  A g re e m e n t, an d  t h a t  he

a l s o  saw  ________________________________________, a s  C h a irm a n , and

_________________________________ , a s  C le r k  o f  th e  M a r lb o ro  C o u n ty

C o u n c i l ,  s i g n  an d  a t t e s t  th e  sam e , and  t h a t  he w i th  ____________

________________________  w i t n e s s e d  th e  e x e c u t i o n  an d  d e l i v e r y  t h e r e o f

a s  t h e  a c t  an d  d e e d  o f  t h e  s a i d  M a r lb o ro  C o u n ty .

SWORN t o  b e f o r e  me t h i s  

_____  d a y  o f  ______________ , 197 7 .

_______________________________  (L . S . )
N o ta r y  P u b l i c  f o r  S o u th  C a r o l i n a  
My C o m m iss io n  E x p i r e s : ___________________
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STATE OF _____________________

COUNTY OF __________________

PERSONALLY a p p e a r e d  b e f o r e  me ______________________________ ____

who b e in g  d u ly  sw o rn  s a y s  t h a t  he  saw  t h e  c o r p o r a t e  s e a l  o f  

H anes H o s i e r y ,  I n c .  a f f i x e d  t o  t h e  f o r e g o i n g  L e a se  A g re e m e n t,

a n d  t h a t  he  a l s o  saw  _____________________________________ , a s

____________________  a n d  _________________________________ , a s  _____________

______________ o f  H anes H o s i e r y ,  I n c .  s i g n  an d  a t t e s t  t h e  sa m e ,

an d  t h a t  he  w i t h _________________________________________ w i t n e s s e d

t h e  e x e c u t i o n  an d  d e l i v e r y  t h e r e o f  a s  t h e  a c t  a n d  d e e d  o f  th e  

s a i d  H an es  H o s i e r y ,  I n c . ,  a  c o r p o r a t i o n  o r g a n i z e d  u n d e r  th e  la w s

o f  t h e  S t a t e  o f  N o r th  C a r o l i n a .

SWORN t o  b e f o r e  me t h i s

d a y  o f  ______________, 1 9 7 7 .

______________ _____________________________ (L . S . )
N o ta r y  P u b l i c  f o r __________________________.
My C o m m iss io n  e x p i r e s : _____________________ .
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EXHIBIT "A”

DESCRIPTION OF LEASED LAND 

ATTACHED TO LEASE AGREEMENT BETWEEN MARLBORO COUNTY

SOUTH CAROLINA AND HANES HOSIERY, INC.

DATED AS OF NOVEMBER I ,  1977



i :xiij B IT "B"

DESCRIPTION OF LEASED EQUIPMENT

ATTACHED TO LEASE AGREEMENT BETWEEN MARLBORO COUNTY,

SOUTH CAROLINA, AND BANES HOSIERY, INC.

DATED AS OF NOVEMBER 1 , 1977



EXHIBIT

UNITED STATES OK AMERICA 
STATE OF SOUTH CAROLINA 

MARLBORO COUNTY
FIRST MORTGAGE INDUSTRIAL REVENUE NOTE, SERIES 1 9 7 7 , 

(HANES HOSIERY, INC. -  LESSEE)

NO. R - l  $ 2 ,5 0 0 ,0 0 0

KNOW ALL MEN BY THESE PRESENTS t h a t  M a r lb o ro  C o u n ty , a  

body  p o l i t i c  a n d  c o r p o r a t e ,  an d  a p o l i t i c a l  s u b d i v i s i o n  o f  

t h e  S t a t e  o f  S o u th  C a r o l i n a  ( h e r e i n a f t e r  c a l l e d  th e  " C o u n ty " ) ,  

f o r  v a lu e  r e c e i v e d  p r o m i s e s  t o  p a y , b u t  o n ly  fro m  th e  s o u r c e  

an d  a s  h e r e i n a f t e r  p r o v i d e d ,  to  t h e  o r d e r  o f  W ach o v ia  Bank & 

T r u s t  Company N. A . ,  a t  i t s  p r i n c i p a l  o f f i c e  in  th e  C i ty  o f  

W in s to n -S a le m , S t a t e  o f  N o r th  C a r o l i n a ,  t h e  sum o f  Two 

M i l l i o n  F iv e  H u n d red  T h o u sa n d  D o l l a r s  ( $ 2 ,5 0 0 ,0 0 0 )  i n  i n ­

s t a l l m e n t s  a s  f o l l o w s :  $ 1 2 ,5 0 0  on F e b r u a r y  1 , May 1 , A u g u s t 

1 an d  N ovem ber 1 i n  e a c h  o f  t h e  y e a r s  1980 t o  1 9 8 2 , i n c l u ­

s i v e ,  an d  $ 5 8 ,7 5 0  on F e b r u a r y  1 , May 1, A u g u s t 1 a n d  N ovem ber 

1 i n  e a c h  o f  t h e  y e a r s  1983 t o  1 9 9 2 , i n c l u s i v e ;  t o g e t h e r  

w i th  i n t e r e s t  a t  t h e  r a t e  o f  f i v e  an d  f i v e  e i g h t s  p e r  c en tu m  

(5 -5 /8 % ) p e r  annum  c o m p u ta b le  and  p a y a b le  q u a r t e r l y  on th e  

p r i n c i p a l  b a l a n c e  fro m  t im e  t o  t im e  o u t s t a n d i n g  on e a c h  

F e b r u a r y  1 , May 1 ,  A u g u s t  1 an d  N ovem ber 1 h e r e a f t e r ,  com­

m e n c in g  F e b r u a r y  1 , 1 9 7 8 . P r i n c i p a l  o f ,  p re p a y m e n t  p e n a l t y ,  

i f  a n y ,  an d  i n t e r e s t  o n  t h i s  N o te  a r e  p a y a b le  i n  F e d e r a l  o r  

o t h e r  im m e d ia te ly  a v a i l a b l e  f u n d s .



T h is  N o te  i s  i s s u e d  f o r  th e  p u r p o s e  o f  a c q u i r i n g  

i n d u s t r i a l  f a c i l i t i e s  a n d  l e a s i n g  th e  same t o  H anes H o s i e r y ,

I n c . , a  c o r p o r a t i o n  o r g a n i z e d  u n d e r  th e  la w s  o f  t h e  S t a t e  o f  

N o r th  C a r o l i n a  ( h e r e i n a f t e r  r e f e r r e d  to  a s  t h e  " L e s s e e " )

( t h e  l a n d ,  b u i l d i n g s ,  e q u ip m e n t  an d  m a c h in e ry  c o m p r i s in g  

s u c h  f a c i l i t i e s  b e in g  h e r e i n a f t e r  c a l l e d  t h e  " P r o j e c t " )  an d  

p a y in g  n e c e s s a r y  e x p e n s e s  i n c i d e n t a l  t h e r e t o  s o  a s  t o  t h e r e b y  

p ro m o te  i n d u s t r y  an d  d e v e lo p  t r a d e  i n  S o u th  C a r o l i n a .  T h i s  

N o te  i s  s e c u r e d  by a  M o r tg a g e  and  S e c u r i t y  A g re e m e n t ( h e r e ­

i n a f t e r  c a l l e d  t h e  " M o r tg a g e " ) ,  d a t e d  a s  o f  N ovem ber 1 ,

1 9 7 7 , d u ly  e x e c u te d  an d  d e l i v e r e d  by th e  C o u n ty  t o  W ach o v ia  

B ank & T r u s t  Com pany, N. A .,  W in s to n -S a le m , N o r th  C a r o l i n a ,  

a s  M o r tg a g e e  ( h e r e i n a f t e r  c a l l e d  "W ach o v ia"  an d  so m e tim e s  

r e f e r r e d  t o  a s  " H o ld e r " )  upon  th e  P r o j e c t  w h ic h  h a s  b e e n  

l e a s e d  to  t h e  L e s s e e  u n d e r  an d  p u r s u a n t  t o  a  L e a s e  A g re e m e n t 

b e tw e e n  t h e  C o u n ty  an d  t h e  L e s s e e  d a te d  a s  o f  N ovem ber 1 ,

1977 ( h e r e i n  r e f e r r e d  t o  a s  th e  " L e a s e  A g r e e m e n t" ) .  U nder 

t h e  L e a se  A g re e m e n t, t h e  L e s s e e  m u s t pay  t o  t h e  C o u n ty  s u c h  

r e n t a l s  a s  w i l l  be  f u l l y  s u f f i c i e n t  t o  p a y  t h e  p r i n c i p a l  o f ,  

p r e p a y m e n t  p e n a l t y ,  i f  a n y ,  and  i n t e r e s t  on th e  N o te  a s  t h e  

sam e becom e d u e  a n d , u n d e r  t h e  L e a se  A g reem en t i t  i s  t h e  

o b l i g a t i o n  o f  t h e  L e s s e e  t o  p ay  th e  c o s t  o f  m a i n t a i n i n g  th e  

P r o j e c t  in  good  r e p a i r  a n d  t o  k e e p  i t  p r o p e r l y  i n s u r e d .

P ay m en t o f  t h e  p r i n c i p a l ,  i n t e r e s t  an d  p re p a y m e n t p e n a l t y ,  

i f  a n y ,  on t h i s  N o te  h a s  b e e n  u n c o n d i t i o n a l l y  g u a r a n t e e d  by  

H an es C o r p o r a t i o n ,  a  N o r th  C a r o l i n a  C o r p o r a t i o n  ( t h e  G u a r a n to r )
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p u r s u a n t  to  a  G u a r a n ty  A g re e m e n t d a te d  a s  o l  N ovem ber 1, 1977 

( th e  " G u a r a n ty  A g re e m e n t" )  b e tw e e n  th e  G u a r a n to r  a n d  th e

M o r tg a g e e .  C o p ie s  o f  th e  M o r tg a g e ,  th e  L e a s e  A g re e m e n t an d  

t h e  G u a r a n ty  A g re e m e n t a r e  r e c o r d e d  in  th e  o f f i c e  o f  th e  

C le r k  o f  C o u r t  f o r  M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,  an d  

r e f e r e n c e  i s  m ade to  t h e  M o r tg a g e ,  th e  L e a se  A g re e m e n t an d  

th e  G u a r a n ty  A g re e m e n t f o r  a d e s c r i p t i o n  o f  t h e  s e c u r i t y ,  

t h e  p r o v i s i o n s ,  among o t h e r s ,  w i th  r e s p e c t  t o  t h e  n a t u r e  an d  

e x t e n t  o f  t h e  s e c u r i t y ,  t h e  c h a r g i n g  an d  c o l l e c t i o n  o f  

r e n t a l s  f o r  t h e  P r o j e c t ,  t h e  r i g h t s  an d  r e m e d ie s  o f  t h e  

h o l d e r  o f  t h i s  N o te ,  t h e  r i g h t s ,  d u t i e s  a n d  o b l i g a t i o n s  o f  

th e  C o u n ty , th e  L e s s e e ,  t h e  G u a r a n to r  an d  t h e  M o r tg a g e e ,  

and  t h e  t e r m s  u p o n  w h ic h  t h i s  N o te  i s  i s s u e d  an d  s e c u r e d .

A d d i t i o n a l  N o te s  r a n k in g  e q u a l l y  w i th  t h i s  N o te  may be  

i s s u e d  a s  p r o v i d e d  a n d  p e r m i t t e d  i n  t h e  L e a s e  A g re e m e n t.

T h i s  N o te  i s  s u b j e c t  to  p re p a y m e n t  i n  t h e  e v e n t  o f  (a) 

e x e r c i s e  by th e  L e s s e e  o f  i t s  o p t i o n  t o  p u r c h a s e  t h e  p r o j e c t  

a s  p r o v id e d  in  S e c t i o n  1 1 .2  o f  th e  L e a se  A g re e m e n t ,  o r  (b) 

m a n d a to ry  p u r c h a s e  o f  t h e  p r o j e c t  by  th e  L e s s e e  p u r s u a n t  t o  

S e c t i o n  1 2 .2  o f  t h e  L e a s e  A g re e m e n t. I f  p r e p a i d  i n  an y  o f  

s u c h  e v e n t s ,  t h e  N o te  s h a l l  b e  s u b j e c t  t o  p re p a y m e n t  by th e  

C o u n ty  a t  a n y  t im e ,  w h e th e r  o r  n o t  an i n t e r e s t  p a y m e n t d a t e ,  

i n  w h o le  an d  n o t  in  p a r t ,  a t  th e  p r i n c i p a l  umounL t h e r e o f  

p l u s  a c c r u e d  i n t e r e s t  t o  th e  p re p a y m e n t  d a t e  a n d , b u t  o n ly  

i n  t h e  e v e n t  o f  a  p re p a y m e n t  a s  a r e s u l t  o f  t h e  m a n d a to ry  

p u r c h a s e  o f  t h e  P r o j e c t  p u r s u a n t  t o  S e c t i o n  1 2 .2  o f  th e
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L e a s e  A g re e m e n t,  a p re p a y m e n t  p e n a l t y  o f  s i x  m o n th s  i n t e r e s t  

on  t h e  p r i n c i p a l  am o u n t o f  th e  N o te  a t  th e  t im e  o u t s t a n d i n g

m u l t i p l i e d  by th e  num ber o f  s i x  m o n th  p e r i o d s ,  o r  f r a c t i o n  

t h e r e o f ,  b e tw e e n  t h e  d a t e  a s  o f  w h i c h  i n t e r e s t  o n  t h e  N o te  

i s  ( o r  i s  d e te r m in e d  a s  p r o v id e d  i n  S e c t i o n  1 2 .2  o f  th e  

L e a s e  A g re e m e n t to  b e) t a x a b l e  a n d  th e  p re p a y m e n t  d a t e .  I f  

i t  s h a l l  o c c u r  t h a t  a n y  p r i n c i p a l  i n s t a l l m e n t  on th e  N o te  

s h a l l  h a v e  b e e n  p a id  s u b s e q u e n t  t o  t h e  d a t e  a s  o f  w h ic h  

i n t e r e s t  on  th e  N o te  b e c a m e , o r  w as so  d e t e r m in e d  t o  h a v e  

b e c o m e , t a x a b l e  b u t  p r i o r  t o  t h e  p re p a y m e n t o f  th e  N o te  fro m  

th e  p u r c h a s e  p r i c e  d e r i v e d  fro m  t h e  m a n d a to ry  p u r c h a s e  o f  

t h e  P r o j e c t  by th e  L e s s e e  p u r s u a n t  t o  S e c t i o n  1 2 .2  o f  th e  

L e a s e  A g re e m e n t,  t h e n  i n  s u c h  e v e n t  th e  h o l d e r  h e r e o f  s h a l l  

b e  e n t i t l e d  t o  r e c e i v e  f ro m  t h e  p u r c h a s e  p r i c e  t o  be  p a i d  by  

t h e  L e s s e e  p u r s u a n t  t o  S e c t i o n  1 2 .2  o f  t h e  L e a s e  A g re e m e n t a 

p re p a y m e n t  p e n a l t y  c o m p u te d  o n  s u c h  p r i n c i p a l  a m o u n ts  t o  t h e  

d a t e  o f  t h e i r  p a y m e n t w h e th e r  a t  m a t u r i t y  o r  by p re p a y m e n t .

T h i s  N o te  may b e  p r e p a i d  on an y  d a t e  (w h e th e r  o r  n o t  

s u c h  d a t e  i s  an  i n t e r e s t  p a y m e n t d a t e )  i n  w h o le  o r  i n  p a r t  

( b u t  i f  in  p a r t  i n  t h e  i n v e r s e  o r d e r  o f  th e  p r i n c i p a l  

m a t u r i t i e s  o f  th e  N o te ) a t  t h e  p re p a y m e n t  f e e s  ( e x p r e s s e d  a s  

p e r c e n t a g e s  o f  t h e  p r i n c i p a l  am o u n t) s e t  f o r t h  in  th e  t a b l e  

b e  Low p l u s  . i c c i  tu 'il  i u L e i e s L  t o  t h e  p r e p a y m e n t  i la L c :
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P re p a y m e n t D a te  
(D a te s  I n c l u s i v e )

N ovem ber 1 , 1977 th r o u g h  O c to b e r  3 1 , 1987 
N ovem ber 1 , 1987  a n d  t h e r e a f t e r

P re p a y m e n t
P r i c e

103%
100%

In  t h e  e v e n t ,  M a r lb o r o  C o u n ty  s h a l l  d e f a u l t  in  t h e  

p a y m en t o f  t h e  p r i n c i p a l  o r  i n t e r e s t  when th e  sam e b eco m es  

d u e  h e r e u n d e r ,  t h e  h o l d e r  o f  t h i s  N o te  m ay , a t  i t s  o p t i o n ,  

d e c l a r e  t h e  e n t i r e  u n p a id  b a l a n c e  h e r e u n d e r  im m e d ia te ly  d u e  

a n d  p a y a b l e .

T h i s  N o te  i s  i s s u e d  p u r s u a n t  to  t h e  a u t h o r i z a t i o n  o f  

a n d  f o r  t h e  p u r p o s e s  p r e s c r i b e d  by  T i t l e  4 , C h a p te r  2 9 ,

Code o f  Laws o f  S o u th  C a r o l i n a ,  1 9 7 6 , an d  p u r s u a n t  t o  

o r d i n a n c e s  d u ly  a d o p te d  b y  t h e  M a r lb o ro  C o u n ty  C o u n c i l  an d  

w i th  t h e  a p p r o v a l  o f  t h e  S t a t e  B u d g e t an d  C o n t r o l  B o ard  o f  

S o u th  C a r o l i n a .  T h i s  N o te ,  b o th  p r i n c i p a l  an d  i n t e r e s t ,  i s  

a l i m i t e d  o b l i g a t i o n  o f  t h e  C o u n ty  a n d  i s  p a y a b le  s o l e l y  o u t  

o f  t h e  l e a s e  r e n t a l s ,  r e v e n u e s  an d  r e c e i p t s  ( e x c lu d in g  

am o u n ts  p a i d  by  t h e  L e s s e e  p u r s u a n t  t o  S e c t i o n s  5 . 5 ,  6 .3 ,

8 .7  o r  1 0 .4  o f  t h e  L e a s e  A g re e m e n t)  d e r i v e d  fro m  th e  l e a s i n g  

o r  s a l e  o f  t h e  P r o j e c t ,  w h ic h  h a s  b e e n  f i n a n c e d  th r o u g h  t n e  

i s s u a n c e  o f  t h e  N o te  a n d  l e a s e d  t o  t h e  L e s s e e .

T h i s  N o te  a n d  t h e  p r i n c i p a l ,  i n t e r e s t ,  an d  p rem iu m , i f  

a n y ,  p a y a b le  h e r e u n d e r  a r e  n o t  an d  s h a l l  n e v e r  c o n s t i t u t e  an
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i n d e b t e d n e s s  o f  t h e  C o u n ty  w i t h i n  t h e  m ean in g  o f  an y  s t a t e  

c o n s t i t u t i o n a l  p r o v i s i o n  o r  s t a t u t o r y  l i m i t a t i o n  an d  s h a l l  

n e v e r  c o n s t i t u t e  n o r  g iv e  r i s e  t o  a p e c u n ia r y  l i a b i l i t y  o f

th e  C o u n ty  o r  a  c h a r g e  a g a i n s t  i t s  g e n e r a l  c r e d i t  o r  t a x i n g

p o w e rs .

P u r s u a n t  t o  t h e  L e a s e  A g re e m e n t,  r e n t a l  p a y m e n ts  s u f f i ­

c i e n t  f o r  t h e  p ro m p t p a y m en t when d u e  o f  th e  p r i n c i p a l  o f ,  

p re m iu m , i f  a n y , an d  i n t e r e s t  on  t h e  N o te  a r e  t o  be  p a i d  to  

t h e  M o r tg a g e e  f o r  t h e  a c c o u n t  o f  t h e  C o u n ty  an d  h a v e  b e e n  

p le d g e d  f o r  t h a t  p u r p o s e ,  an d  i n  a d d i t i o n  th e  P r o j e c t  h a s  

b e e n  s u b j e c t e d  t o  t h e  l i e n  o f  t h e  M o rtg a g e  t o  s e c u r e  p a y m en t 

o f  s u c h  p r i n c i p a l ,  i n t e r e s t  an d  p rem iu m .

IT  IS  HEREBY CERTIFIED, RECITED AND DECLARED t h a t  a l l  

a c t s ,  c o n d i t i o n s  an d  t h i n g s  r e q u i r e d  t o  e x i s t ,  h a p p e n  an d  be 

p e r f o r m e d  p r e c e d e n t  t o  an d  i n  t h e  e x e c u t i o n  an d  d e l i v e r y  o f  

t h e  M o rtg a g e  an d  th e  i s s u a n c e  o f  t h i s  N o te  do e x i s t ,  h a v e  

h a p p e n e d  an d  h a v e  b e e n  p e r f o r m e d  i n  d u e  t im e ,  fo rm  an d  

m a n n e r a s  r e q u i r e d  by  la w ; a n d  t h a t  t h e  i s s u a n c e  o f  t h i s  

N o te ,  t o g e t h e r  w i th  a l l  o t h e r  o b l i g a t i o n s  o f  th e  C o u n ty , 

d o e s  n o t  e x c e e d  o r  v i o l a t e  a n y  c o n s t i t i t u i o n a l  o r  s t a t u t o r y

l i m i t a t i o n .
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IN WITNESS WHEREOF, M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,

h a s  c a u s e d  t h i s  N o te  t o  be e x e c u te d  by th e  C h a irm a n  o f  t h e  

M a r lb o ro  C o u n ty  C o u n c i l ,  by h i s  m an u a l s i g n a t u r e ,  and i t s  

c o r p o r a t e  s e a l  t o  be  im p r e s s e d  h e r e o n ,  an d  a t t e s t e d  by th e  

C le r k  o f  t h e  M a r lb o ro  C o u n ty  C o u n c i l ,  by h i s  m a n u a l s i g n a ­

t u r e ,  a l l  a s  o f  t h e  _____ d ay  o f  N ovem ber, 1 9 7 7 .

MARLBORO COUNTY, SOUTH CAROLINA

(SEAL) BY________________________________________
C h a irm a n , M a r lb o r o  C o u n ty  C o u n c i l

A t t e s t :

C l e r k ,  M a r lb o ro  C o u n ty  C o u n c i l
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E x h ib i  L

GUARANTY AGREEMENT

b e tw e e n

HANES CORPORATION

and

WACHOVIA BANK AND TRUST COMPANY, N .A .,

D a te d  a s  o f  N ovem ber 1 , 1977



GUARANTY AGREEMENT

THIS GUARANTY AGREEMENT ( t h e  " A g re e m e n t" )  m ade and  

e n t e r e d  i n t o  a s  o f  t h e  1 s t  d a y  o f  N o v em b er, 1 9 7 7 , by 

an d  b e tw e e n  HANES CORPORATION, a c o r p o r a t i o n  d u ly  o r g a n i z e d  

an d  e x i s t i n g  u n d e r  th e  la w s  o f  t h e  S t a t e  o f  N o r th  C a r o l i n a  

an d  d u ly  q u a l i f i e d  t o  d o  b u s i n e s s  i n  th e  S t a t e  o f  S o u th  

C a r o l i n a ,  b e in g  s o m e tim e s  h e r e i n a f t e r  r e f e r r e d  t o  a s  t h e  

" G u a r a n t o r " ,  an d  WACHOVIA BANK AND TRUST COMPANY, N .A . ,

W in s to n -S a le m , N o r th  C a r o l i n a ,  a  n a t i o n a l  b a n k in g  

a s s o c i a t i o n  d u ly  o r g a n iz e d  an d  e x i s t i n g  u n d e r  t h e  law s 

o f  t h e  U n i t e d  S t a t e s  o f  A m e r ic a , i t s  s u c c e s s o r s  a n d  

a s s i g n s ,  h e r e i n a f t e r  r e f e r r e d  to  a s  " W a c h o v ia " ;

W I T N E S S E T H ;

WHEREAS, M a r lb o ro  C o u n ty , a  p u b l i c  b o d y  c o r p o r a t e  

an d  p o l i t i c  d u ly  o r g a n iz e d  an d  e x i s t i n g  u n d e r  t h e  law s 

o f  t h e  S t a t e  o f  S o u th  C a r o l i n a  ( t h e  " C o u n ty " ) ,  i n t e n d s  

t o  i s s u e  i t s  M a r lb o ro  C o u n ty , S o u th  C a r o l i n a  F i r s t  M o r tg a g e  

I n d u s t r i a l  R ev en u e  N o te ,  S e r i e s  1977  (H an es  H o s i e r y ,  I n c .  -  

L e s s e e )  i n  a n  a g g r e g a t e  p r i n c i p a l  am o u n t o f  $ 2 ,5 0 0 ,0 0 0  ( t h e  

" S e r i e s  1977 N o te " ) ;  and

WHEREAS, t h e  p r o c e e d s  d e r i v e d  fro m  t h e  i s s u a n c e  o f  t h e  

N o te  a r e  t o  be  a p p l i e d  t o  t h e  a c q u i s i t i o n ,  c o n s t r u c t i o n  a n d  

< j ' i i | >| • i in | <»l . h i  i m l u J i  i l l  I i c i l i l y  in  M.n l l x n o  C o u n t y ,  

S o u th  C a r o l i n a  ( th e  " P r o j e c t " )  f o r  t h e  u s e  a n d  b e n e f i t  o f  

H a n e s  H o s i e r y ,  I n c . ,  w h ic h  i s  a  w h o l l y  o w n e d  s u b s i d i a r y  

o f  th e  G u a r a n t o r ;  and



WHEREAS, t h e  N o te  i s  t o  be s e c u r e d  by ( i )  a  f i r s t  

m o r tg a g e  o f  t h e  P r o j e c t  t o  W ach o v ia  a s  M o rtg a g e e  ( t h e  "M o rt

g a g e " )  an d  ( i i )  t h e  a s s ig n m e n t  t o  W ach o v ia  o f  t h e  L e a se  o f  

th e  P r o j e c t  by C o u n ty  t o  H an es  H o s i e r y ,  I n c .  ( t h e  " L e a s e " ) ;

an d

WHEREAS, t h e  G u a r a n to r  i s  d e s i r o u s  t h a t  t h e  C o u n ty  

i s s u e  t h e  N o te  a n d  a p p l y  t h e  p r o c e e d s  a s  a f o r e s a i d  an d  i s  

w i l l i n g  t o  e n t e r  i n t o  t h i s  G u a r a n ty  A g re em en t i n  o r d e r  t o  

in d u c e  W ac h o v ia  t o  p u r c h a s e  t h e  N o te  an d  th e r e b y  a c h ie v e  

i n t e r e s t  c o s t  s a v i n g s  a n d  o t h e r  s a v i n g s  t o  t h e  G u a r a n t o r ,  

a n d  a s  an  in d u c e m e n t  t o  t h e  p u r c h a s e  o f  t h e  N o te  by a l l  who 

s h a l l  a t  a n y  t im e  becom e h o l d e r s  o f  t h e  N o te ;  an d

WHEREAS, t h e  C o u n ty  may i s s u e  a n d  s e l l  i n  t h e  f u t u r e  

a d d i t i o n a l  r e v e n u e  n o t e s  o f  th e  C o u n ty  f o r  t h e  p u r p o s e  o f  

d e f r a y i n g  t h e  c o s t  o f  p r o v i d i n g  e n l a r g e m e n t s ,  im p r o v e m e n ts ,  

e x p a n s i o n s ,  r e p l a c e m e n t s  o r  r e n e w a l s  o f  t h e  P r o j e c t ,  o r  f o r  

t h e  p u r p o s e  o f  r e f u n d i n g  N o te s  i s s u e d  u n d e r  t h e  N o te  

O rd in a n c e  ( t h e  S e r i e s  1977 N o te  a n d  s u c h  a d d i t i o n a l  n o t e s  b e in g  

h e r e i n  c a l l e d  t h e  " N o t e s " ) ;

NOW, THEREFORE, in  c o n s i d e r a t i o n  o f  t h e  p r e m is e s  a n d  i n  

o r d e r  t o  in d u c e  W ach o v ia  t o  p u r c h a s e  t h e  S e r i e s  1977 N o te  an d  

t h e r e b y  a c h i e v e  i n t e r e s t  c o s t  s a v i n g s  and  o t h e r  s a v i n g s  t o  

t h e  G u a r a n t o r  an d  a s  an  in d u c e m e n t  t o  th e  p u r c h a s e  o f  t h e  

N o te s  by a l l  who s h a l l  a t  an y  t im e  becom e h o l d e r s  o f  t h e  

N o te s ,  t h e  G u a r a n t o r  d o e s  h e r e b y  s u b j e c t  t o  t h e  te rm s  h e r e o f ,  

c o v e n a n t  a n d  a g r e e  w i t h  W ach o v ia  a s  f o l l o w s :

2



ARTICLE I

REPRESENTATIONS AND WARRANTIES OP Till: GUARANTOR

SECTION 1 . 1 . The G u a r a n to r  d o e s  h e r e b y  r e p r e s e n t  and

w a r r a n t  t h a t :

(a )  I t  i s  a  c o r p o r a t i o n  d u ly  o r g a n i z e d ,  e x i s t i n g  and

i n  g o o d  s t a n d i n g  u n d e r  th e  la w s  o f  th e  S t a t e  o f  N o r th  C a r o l i n a  

an d  i s  d u ly  q u a l i f i e d  t o  do  b u s i n e s s  i n  t h e  S t a t e  o f  S o u th  

C a r o l i n a ;  i t  i s  n o t  in  d e f a u l t  u n d e r  i t s  A r t i c l e s  o f  I n c o r ­

p o r a t i o n ;  i t  h a s  c o r p o r a t e  p o w er u n d e r  i t s  A r t i c l e s  o f  

I n c o r p o r a t i o n  a n d  u n d e r  t h e  la w s  o f  N o r th  C a r o l i n a  a n d  S o u th  

C a r o l i n a  t o  e n t e r  i n t o  an d  p e r f o r m  a l l  a g r e e m e n ts  on i t s  

p a r t  h e r e i n  c o n t a i n e d ;  i t  h a s  b e e n  a u t h o r i z e d  t o  e n t e r  i n t o  

t h i s  G u a r a n ty  A g re em en t by  a l l  n e c e s s a r y  and  p r o p e r  c o r p o r ­

a t e  a c t i o n ;  an d  t h e  e x e c u t i o n  an d  d e l i v e r y  by i t  o f  t h i s  

G u a r a n ty  A g re e m e n t and  t h e  a g r e e m e n ts  h e r e i n  c o n t a i n e d  do  

n o t  c o n t r a v e n e  o r  c o n s t i t u t e  a  d e f a u l t  u n d e r  a n y  a g r e e m e n t ,  

i n d e n t u r e ,  c o m m itm e n t, p r o v i s i o n  o f  i t s  A r t i c l e s  o f  I n c o r ­

p o r a t i o n  o r  B y -L aw s, o r  o t h e r  r e q u i r e m e n t  o f  law  t o  w h ic h  i t  

i s  a  p a r t y  o r  by  w h ic h  i t  i s  o r  may b e  b o u n d ; an d

(b) T h i s  G u a ra n ty  A g re e m e n t i s  m ade i n  f u r t h e r a n c e  o f  

t h e  p u r p o s e s  f o r  w h ic h  t h e  G u a r a n t o r  w as i n c o r p o r a t e d  and  

i s  n e c e s s a r y  t o  p ro m o te  an d  f u r t h e r  t h e  b u s i n e s s  o f  t h e  

G u a r a n t o r ,  an d  t h e  a s s u m p tio n  by t h e  G u a r a n to r  o f  i t s  o b l i ­

g a t i o n s  h e r e u n d e r  w i l l  r e s u l t  i n  d i r e c t  f i n a n c i a l  b e n e f i t s  

t o  t h e  G u a r a n t o r .
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ARTICLE I I

COVENANTS AND AGREEMENTS

SECTION 2 . 1 . The G u a r a n to r  h e re b y  u n c o n d i t i o n a l l y  

g u a r a n t e e s  t o  W achov ia  an d  a n y  o t h e r  h o l d e r  (s )  a t  an y  t im e  

a n d  fro m  tim e  t o  t im e  o f  t h e  N o te s  (a) th e  f u l l  an d  p ro m p t 

p ay m en t o f  t h e  p r i n c i p a l  o f  an d  an y  p re p a y m e n t p e n a l t y  on 

th e  N o te s  when an d  a s  t h e  sam e s h a l l  becom e d u e , w h e th e r  a t  

t h e  s t a t e d  m a t u r i t y  t h e r e o f ,  o r  any  a c c e l e r a t e d  m a t u r i t y  

u n d e r  th e  te r m s  o f  t h e  N o te s  an d  M o rtg a g e  an d  (b) t h e  f u l l  

an d  p ro m p t p a y m en t o f  an y  i n t e r e s t  on th e  N o te s  w hen an d  a s  

t h e  sam e s h a l l  h a v e  becom e f i n a l l y  d u e  i n  a c c o r d a n c e  w i th  

t h e  p r o v i s i o n s  t h e r e o f  an d  o f  th e  M o r tg a g e , and  a g r e e s  t o  

p a y  a l l  e x p e n s e s  an d  c h a r g e s  ( i n c l u d i n g  c o u r t  c o s t s  an d  

a t t o r n e y s '  f e e s )  p a i d  o r  i n c u r r e d  by W ach o v ia  in  r e a l i z i n g  

upon  an y  o f  t h e  p a y m e n ts  h e r e b y  g u a r a n te e d  o r  in  e n f o r c i n g  

t h i s  G u a ra n ty  A g re e m e n t. A l l  p a y m e n ts  by th e  G u a r a n to r  

s h a l l  be p a id  i n  l a w f u l  m oney o f  t h e  U n i te d  S t a t e s  o f  

A m e ric a . U n le s s  th e  N o te s  s h a l l  h av e  becom e d u e  by a c c e l ­

e r a t i o n  o r  c a l l  f o r  r e d e m p t io n ,  e a c h  an d  e v e r y  d e f a u l t  in  

p a y m en t o f  t h e  p r i n c i p a l  o f ,  p re p a y m e n t p e n a l t y  ( i f  an y ) o r  

i n t e r e s t  on t h e  N o te s  s h a l l  g i v e  r i s e  t o  a s e p a r a t e  c a u s e  o f  

a c t i o n  h e r e u n d e r ,  an d  s e p a r a t e  s u i t s  may be b r o u g h t  h e r e u n d e r  

a s  e a c h  c a u s e  o f  a c t i o n  a r i s e s .

SECTION 2 . 2 . The o b l i g a t i o n s  o f  th e  G u a r a n to r  u n d e r  

t h i s  G u a ra n ty  A g re em en t s h a l l  be  a b s o l u t e  an d  u n c o n d i t i o n a l
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a n d  s h a l l  r e m a in  i n  f u l l  f o r c e  and  e f f e c t  u n t i l  t h e  e n t i r e  

p r i n c i p a l  o f ,  p r e p a y m e n t  p e n a l t y  ( i f  a n y ) an d  i n t e r e s t  on 

t h e  N o te s  s h a l l  h a v e  b e e n  p a id  o r  p r o v i d e d  f o r  i n  a c c o r d a n c e  

w i t h  t h e  N o te s  an d  M o rtg a g e  a n d , u n t i l  s u c h  p a y m en t o r  

p r o v i s i o n  f o r  p a y m en t s h a l l  n o t  be a f f e c t e d ,  m o d i f i e d  o r  

im p a i r e d  u p o n  t h e  h a p p e n in g  from  t im e  t o  t im e  o f  an y  e v e n t ,  

i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  any  o f  t h e  f o l l o w i n g ,  w h e th e r  

o r  n o t  w i th  n o t i c e  t o  o r  t h e  c o n s e n t  o f  t h e  G u a r a n t o r :

( a )  t h e  c o m p ro m is e , s e t t l e m e n t ,  r e l e a s e  o r  t e r m i n a t i o n  

o f  a n y  o r  a l l  o f  t h e  o b l i g a t i o n s ,  c o v e n a n t s  o r  a g r e e m e n ts  o f  

t h e  C o u n ty  u n d e r  t h e  N o te s  and  M o rtg a g e ;

(b ) t h e  f a i l u r e  t o  g i v e  n o t i c e  t o  t h e  G u a r a n t o r  o f  t h e  

o c c u r r e n c e  o f  a  d e f a u l t  u n d e r  th e  te r m s  a n d  p r o v i s i o n s  o f  

t h i s  G u a r a n ty  A g re e m e n t o r  t h e  M o r tg a g e ,  e x c e p t  a s  s p e c i f i ­

c a l l y  p r o v id e d  in  t h i s  G u a ra n ty  A g re e m e n t o r  t h e  M o r tg a g e ;

(c )  t h e  a s s ig n m e n t  o r  m o r tg a g in g  o r  t h e  p u r p o r t e d  

a s s ig n m e n t  o r  m o r tg a g in g  o f  a l l  o r  a n y  p a r t  o f  t h e  i n t e r e s t  

o f  t h e  C o u n ty  i n  th e  P r o j e c t ;

(d ) t h e  w a iv e r  o f  t h e  p a y m e n t, p e r f o r m a n c e  o r  o b s e r v ­

a n c e  b y  t h e  C o u n ty  o r  t h e  G u a r a n to r  o f  an y  o f  t h e  o b l i g a t i o n s ,  

c o v e n a n t s  o r  a g r e e m e n ts  o f  e i t h e r  o f  th em  c o n t a i n e d  in  t h e  

N o te s  an d  M o rtg a g e  o r  t h i s  G u a ra n ty  A g re e m e n t;

(e ) t h e  e x t e n s i o n  o f  th e  t im e  f o r  p a y m en t by th e  C o u n ty  o f  

t h e  p r i n c i p a l  o f  o r  i n t e r e s t  o r  p r e p a y m e n t  p e n a l t y  on t h e  N o te s  o r  

a n y  p a r t  t h e r e o f  o w in g  o r  p a y a b le  on t h e  N o te s  o r  u n d e r  t h i s
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G u a r a n ty  A g re e m e n t o r  o f  th e  t im e  f o r  p e r f o r m a n c e  o f  a n y  o t h e r  

o b l i g a t i o n s ,  c o v e n a n t s  o r  a g r e e m e n ts  u n d e r  o r  a r i s i n g  o u t  o f  th e  

M o rtg a g e  o r  t h i s  G u a r a n ty  A g re e m e n t o r  t h e  e x t e n s i o n  o r  t h e  

r e n e w a l  o f  e i t h e r  t h e r e o f ;

( f )  t h e  m o d i f i c a t i o n  o r  am endm ent (w h e th e r  m a t e r i a l  o r  

o t h e r w i s e )  o f  any  o b l i g a t i o n ,  c o v e n a n t  o r  a g r e e m e n t  s e t  

f o r t h  i n  t h e  M o r tg a g e ;

(g ) t h e  t a k i n g  o r  t h e  o m is s io n  o f  a n y  o f  t h e  a c t i o n s  

r e f e r r e d  t o  i n  t h e  M o rtg a g e  a n d  a n y  a c t i o n s  u n d e r  t h i s  

G u a r a n ty  A g re e m e n t;

(h) a n y  f a i l u r e ,  o m is s i o n ,  d e l a y  o r  l a c k  o f  d i l i g e n c e  

on t h e  p a r t  o f  th e  C o u n ty  o r  W ach o v ia  t o  e n f o r c e ,  a s s e r t ,  o r  

e x e r c i s e  an y  r i g h t ,  p o w er o r  rem ed y  c o n f e r r e d  on th e  C o u n ty  

o r  W ac h o v ia  i n  t h i s  G u a r a n ty  A g re e m e n t o r  t h e  M o r tg a g e ,  o r  

an y  o t h e r  a c t  o r  a c t s  on th e  p a r t  o f  th e  C o u n ty  o r  W a c h o v ia .

SECTION 2 . 5 . T he G u a r a n to r  h e r e b y  e x p r e s s l y  w a iv e s  

n o t i c e  i n  w r i t i n g ,  o r  o t h e r w i s e ,  fro m  W ach o v ia  o f  i t s  

a c c e p ta n c e  an d  r e l i a n c e  on  t h i s  G u a r a n ty  A g re e m e n t.  The 

G u a r a n to r  a g r e e s  t o  p a y  a l l  c o s t s ,  e x p e n s e s  a n d  f e e s ,  i n ­

c l u d i n g  a l l  r e a s o n a b l e  a t t o r n e y s '  f e e s ,  w h ic h  may be  i n c u r r e d  

by  W ac h o v ia  i n  e n f o r c i n g  o r  a t t e m p t i n g  t o  e n f o r c e  t h i s  

G u a r a n ty  h e r e u n d e r ,  w h e th e r  t h e  sam e s h a l l  b e  e n f o r c e d  by 

s u i t  o r  o t h e r w i s e .

SECTION 2 . 6 . Tin? G u a r a n to r  a g r e e s  t h a t  i t  w i l l  m a in ­

t a i n  i t s  c o r p o r a t e  e x i s t e n c e ,  w i l l  n o t  d i s s o l v e  o r  o t h e r w i s e
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d i s p o s e  o f  a l l  o r  s u b s t a n t i a l l y  a l l  o f  i t s  a s s e t s  an d  w i l l  

n o t  c o n s o l i d a t e  w i t h  o r  m e rg e  i n t o  a n o t h e r  c o r p o r a t i o n  o r  

p e r m i t  o n e  o r  m ore  o t h e r  c o r p o r a t i o n s  t o  c o n s o l i d a t e  w i th  o r  

m e rg e  i n t o  i t ;  p r o v i d e d ,  t h a t  th e  G u a r a n to r  m ay, w i th o u t  

v i o l a t i n g  t h e  a g r e e m e n t  c o n t a i n e d  in  t h i s  S e c t i o n ,  c o n s o l ­

i d a t e  w i th  o r  m e rg e  i n t o  a  d o m e s t i c  c o r p o r a t i o n  ( i . e . , a 

c o r p o r a t i o n  o r g a n i z e d  u n d e r  t h e  law s o f  on e  o f  th e  s t a t e s  o f  

t h e  U n i t e d  S t a t e s  o f  A m e r i c a ) , o r  p e r m i t  o n e  o r  m ore  d o m e s t ic  

c o r p o r a t i o n s  t o  c o n s o l i d a t e  w i t h  o r  m e rg e  i n t o  i t ,  o r  s e l l  

o r  o t h e r w i s e  t r a n s f e r  t o  a  d o m e s t i c  c o r p o r a t i o n  a l l  o r  

s u b s t a n t i a l l y  a l l  o f  i t s  a s s e t s  a s  an e n t i r e t y  and  t h e r e ­

a f t e r  d i s s o l v e ,  p r o v i d e d  t h a t  t h e  s u r v i v i n g ,  r e s u l t i n g  o r  

t r a n s f e r e e  c o r p o r a t i o n ,  a s  t h e  c a s e  may b e ,  e x p r e s s l y  a ssu m e s  

in  w r i t i n g  a l l  o f  t h e  o b l i g a t i o n s  o f  t h e  G u a r a n to r  h e r e i n  

a n d  q u a l i f i e s  t o  do  b u s i n e s s  i n  S o u th  C a r o l i n a .

SECTION 2 . 7 . T h i s  G u a r a n ty  A g re em en t i s  e n t e r e d  i n t o  

by t h e  G u a r a n t o r  w i t h  W a c h o v ia  f o r  th e  b e n e f i t  o f  W a c h o v ia , 

i t s  s u c c e s s o r s  a n d  a s s i g n s ,  a l l  o f  whom s h a l l  b e  e n t i t l e d ,  

i n  a c c o r d a n c e  w i t h  S e c t i o n  2 .4  h e r e o f ,  t o  e n f o r c e  p e r fo rm a n c e  

a n d  o b s e r v a n c e  o f  t h i s  A g re e m e n t and  o f  t h e  g u a r a n t e e s  and  

o t h e r  p r o v i s i o n s  h e r e i n  c o n t a i n e d  t o  t h e  sam e e x t e n t  a s  i f  

t h e y  w e re  p a r t i e s  s i g n a t o r y  h e r e t o .

; ;  ECT I OIJ Z . H .  ‘l’ h e  o l  I h i : ;  C u .n  .m l  y  A<| i o< • i i ie n t  m ay

b e  e n f o r c e d  a s  to  a n y  o n e  o r  m o re  b r e a c h e s  e i t h e r  s e p a r a t e l y  

o r  c u m u l a t i v e l y .
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ARTICLE I I I

NOTICE AND SERVICE OP PROCESS, PLEADINGS
AND OTHER PAPERS

SECTION 3 . 1 . F o r  s u c h  t im e  a s  a n y  o f  th e  N o te s  s h a l l  

b e  o u t s t a n d i n g ,  t h e  G u a r a n to r  s h a l l  m a i n t a i n  in  t h e  S t a t e  o f  

S o u th  C a r o l i n a  an  a g e n t  t o  a c c e p t  and  a c k n o w le d g e  on i t s  

b e h a l f ,  s e r v i c e  o f  an y  an d  a l l  p r o c e s s  i n  an y  s u i t ,  a c t i o n  

o r  o t h e r  l e g a l  p r o c e e d in g  b r o u g h t  i n  a n y  s u c h  c o u r t ,  and  

a g r e e s  an d  c o n s e n t s  t h a t  i n  a n y  s u c h  s u i t ,  a c t i o n  o r  o t h e r  

l e g a l  p r o c e e d in g  s e r v i c e  o f  p r o c e s s  upon  s u c h  a g e n t  s h a l l  be 

t a k e n  an d  h e l d  to  be  v a l i d  p e r s o n a l  s e r v i c e  upon  t h e  G u a r a n to r  

a n d  t h a t  a n y  s u c h  s e r v i c e  o f  p r o c e s s  s h a l l  be  o f  t h e  same 

f o r c e  an d  v a l i d i t y  a s  i f  s e r v i c e  w e re  m ade upon  i t  a c c o r d in g  

t o  t h e  la w s  g o v e r n in g  t h e  v a l i d i t y  a n d  th e  r e q u i r e m e n t s  o f  

s u c h  s e r v i c e  i n  s u c h  s t a t e  an d  w a iv e s  a l l  c l a im  o f  e r r o r  by  

r e a s o n  o f  a n y  s u c h  s e r v i c e .  The G u a r a n to r  may fro m  t im e  t o  

t im e  c h a n g e  s u c h  a g e n t  f o r  a c c e p ta n c e  o f  s e r v i c e  p r o v id e d  

t h a t  p r i o r  t o  an y  s u c h  c h a n g e  t h e  G u a r a n t o r  s h a l l  n o t i f y  

i n  w r i t i n g  W ach o v ia  o f  t h e  name and  a d d r e s s  o f  s u c h  new 

a g e n t  an d  t h e  e f f e c t i v e  d a t e  o f  s u c h  c h a n g e  o f  a g e n t .  The 

G u a r a n to r  a g r e e s  t h a t  i n  t h e  e v e n t  G u a r a n t o r  s h a l l  f a i l  t o  

m a i n t a i n  an  a g e n t  f o r  s e r v i c e  o f  p r o c e s s  w i t h i n  t h e  S t a t e  o f  

S o u th  C a r o l i n a  d u r in g  th e  te rm  o f  t h e  N o te s ,  o r  i f  t h e  w h e re ­

a b o u t s  o f  s u c h  a g e n t  s h a l l  be  unknow n a n d  s h a l l  r e m a in  so  

a f t e r  r e a s o n a b l e  i n q u i r y  r e g a r d i n g  t h e  sam e s h a l l  h a v e  b e e n  

m ad e , t h e  S e c r e t a r y  o f  S t a t e  o f  S o u th  C a r o l i n a  s h a l l  a c t  a s  

s u c h  a g e n t  f o r  t h e  G u a r a n t o r  f o r  t h e  s e r v i c e  o f  p r o c e s s  in
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a n y  s u c h  s u i t  o r  l e g a l  p r o c e e d i n g .  W ach o v ia  a g r e e s  t h a t  in  

t h e  e v e n t  s e r v i c e  o f  p r o c e s s  i s  m ade on t h e  a g e n t  d e s i g n a t e d  

by  th e  G u a r a n to r  o r  upon  t h e  S e c r e t a r y  o f  S t a t e  p u r s u a n t  to  

t h i s  G u a ra n ty  A g re e m e n t, a  c o p y  o f  s u c h  p r o c e s s  w i l l  be  

m a i l e d  by  r e g i s t e r e d  m a i l ,  p o s t a g e  p r e p a i d ,  r e t u r n  r e c e i p t  

r e q u e s t e d ,  t o  t h e  G u a r a n to r  a t  i t s  a d d r e s s  h e r e i n a f t e r  s e t  

f o r t h  in  S e c t i o n  4 .4  h e r e o f ;  p r o v i d e d ,  h o w e v e r , t h a t  f a i l u r e  

by  W ach o v ia  t o  fo r w a rd  a  c o p y  o f  an y  s u c h  p r o c e s s  to  th e  

G u a r a n to r  a s  h e r e i n  p r o v id e d  s h a l l  n o t  r e l i e v e  th e  G u a r a n to r  

o f  t h e  p e r f o r m a n c e  o f  an y  o f  i t s  o b l i g a t i o n s  in  th e  m anner 

a n d  a t  th e  t im e s  p r o v id e d  f o r  h e r e i n  an d  i n  th e  L e a se  

A g re e m e n t.

ARTICLE IV

MISCELLANEOUS

SECTION 4 . 1 . E x c e p t  a s  h e r e i n  p e r m i t t e d ,  no  am endm ent, 

c h a n g e ,  m o d i f i c a t i o n ,  a l t e r a t i o n  o r  t e r m i n a t i o n  o f  th e  N o te s  

an d  M o rtg a g e  s h a l l  b e  m ade w h ic h  w o u ld  in  any  way i n c r e a s e  

t h e  G u a r a n t o r 's  o b l i g a t i o n s  u n d e r  t h i s  G u a ra n ty  A g reem en t 

w i t h o u t  o b t a i n i n g  th e  p r i o r  w r i t t e n  c o n s e n t  o f  th e  G u a r a n to r

SECTION 4 . 2 . The o b l i g a t i o n s  o f  th e  G u a r a n to r  h e r e ­

u n d e r  s h a l l  a r i s e  a b s o l u t e l y  an d  u n c o n d i t i o n a l l y  when any  

o f  t h e  N o te s  s h a l l  h a v e  b e e n  i s s u e d ,  s o l d  and  d e l i v e r e d  by

th e  C o u n ty .

SECTION 4 .3 .  No rem ed y  h e r e i n  c o n f e r r e d  upon o r  

r e s e r v e d  t o  W ach o v ia  h e r e u n d e r  i s  i n t e n d e d  t o  be e x c l u s i v e
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o f  a n y  o t h e r  a v a i l a b l e  r e m e d y  o r  r e m e d i e s ,  buL  e a c h  a n d  

e v e r y  s u c h  rem ed y  s h a l l  b e  c u m u la t iv e  an d  s h a l l  b e  in  

a d d i t i o n  to  e v e r y  o t h e r  rem ed y  g iv e n  u n d e r  t h i s  G u a ra n ty  

A g re e m e n t o r  now o r  h e r e a f t e r  e x i s t i n g  aL law  o r  in  e q u i t y .  

No d e l a y  o r  o m i s s i o n  o r  f a i l u r e  o f  p e r f o r m a n c e  h e r e u n d e r  

s h a l l  im p a i r  an y  s u c h  r i g h t  o r  pow er o r  s h a l l  be c o n s t r u e d  

t o  be  a w a iv e r  t h e r e o f , b u t  an y  s u c h  r i g h t  an d  p ow er may be 

e x e r c i s e d  fro n t t im e  t o  t im e  an d  a s  o f t e n  a s  may b e  deem ed 

e x p e d i e n t .  I n  o r d e r  t o  e n t i t l e  W ach o v ia  t o  e x e r c i s e  any  

re m e d y  r e s e r v e d  t o  i t  in  t h i s  G u a ra n ty  A g re e m e n t, i t  s h a l l  

n o t  b e  n e c e s s a r y  t o  g i v e  a n y  n o t i c e ,  o t h e r  th a n  s u c h  n o t i c e  

a s  may b e  h e r e i n  e x p r e s s l y  r e q u i r e d .  In  th e  e v e n t  an y  

p r o v i s i o n  c o n t a i n e d  i n  t h i s  G u a ra n ty  A g re e m e n t s h o u ld  be 

b r e a c h e d  by a n y  p a r t y  an d  t h e r e a f t e r  d u ly  w a iv e d  by  th e  

o t h e r  p a r t y  s o  em pow ered  t o  a c t ,  s u c h  w a iv e r  s h a l l  b e  

l i m i t e d  t o  t h e  p a r t i c u l a r  b r e a c h  so  w a iv e d  an d  s h a l l  n o t  be 

d eem ed  t o  w a iv e  a n y  o t h e r  b r e a c h  h e r e u n d e r .  No w a i v e r ,  

am en d m en t, r e l e a s e  o r  m o d i f i c a t i o n  o f  t h i s  G u a ra n ty  A g re e ­

m en t s h a l l  be  e s t a b l i s h e d  b y  c o n d u c t ,  c u s to m  o r  c o u r s e  o f  

d e a l i n g ,  b u t  s o l e l y  b y  an  i n s t r u m e n t  in  w r i t i n g  d u ly  e x e ­

c u t e d  by t h e  p a r t i e s  t h e r e u n t o  d u ly  a u t h o r i z e d  by t h i s  

G u a r a n ty  A g re e m e n t.

S ECTION 4 . 4 . A l l  n o t i c e s ,  c e r t i f i c a t e s  o r  o t h e r  

c o m m u n ic a t io n s  h e r e u n d e r  s h a l l  b e  s u f f i c i e n t l y  g iv e n  and  

s h a l l  b e  deem ed g iv e n  when d e l i v e r e d ,  i f  d e l i v e r e d  by
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h a n d ,  a n d  w i t h i n  t h r e e  (3) d a y s  o f  m a i l i n g ,  i f  g i v e n  by 

m a i l ,  t o  t h e  f o l l o w i n g  a d d r e s s e s :  i f  t o  t h e  G u a r a n t o r  a t

P o s t  O f f i c e  Box 5 4 1 6 , W in s to n -S a le m , N o r th  C a r o l i n a  2 7 1 0 3 , 

A t t e n t i o n :  C h a r l e s  Y. L a c k e y ;  i f  t o  W a c h o v ia , a t  W ach o v ia  

B ank & T r u s t  C om pany, N. A . ,  P o s t  O f f i c e  Box 3 0 9 9 , W in s to n -  

S a le m , N o r th  C a r o l i n a  2 7 1 0 2 , A t t e n t i o n :  L a r r y  H. P a t t e r s o n  

S e n i o r  V ic e  P r e s i d e n t .  T he G u a r a n t o r  an d  W ach o v ia  m ay, by 

n o t i c e  g iv e n  t o  t h e  o t h e r  p a r t y  t o  t h i s  G u a r a n ty  A g re e m e n t, 

d e s i g n a t e  any  f u r t h e r  o r  d i f f e r e n t  a d d r e s s e s  to  w h ic h  s u b ­

s e q u e n t  n o t i c e s ,  c e r t i f i c a t e s  o f  o t h e r  c o m m u n ic a t io n s  s h a l l  

b e  s e n t .

SECTION 4 . 5 . T h i s  G u a r a n ty  A g re e m e n t c o n s t i t u t e s  th e  

e n t i r e  a g r e e m e n t ,  an d  s u p e r s e d e s  a l l  p r i o r  a g r e e m e n ts  an d  

u n d e r s t a n d i n g s ,  b o th  w r i t t e n  a n d  o r a l ,  among th e  p a r t i e s  

w i t h  r e s p e c t  t o  t h e  s u b j e c t  m a t t e r  h e r e o f  and  may b e  e x e ­

c u t e d  s i m u l t a n e o u s l y  i n  s e v e r a l  c o u n t e r p a r t s ,  e a c h  o f  w h ic h  

s h a l l  b e  deem ed  a n  o r i g i n a l ,  b u t  a l l  o f  w h ic h  t o g e t h e r  s h a l l  

c o n s t i t u t e  o n e  an d  t h e  sam e i n s t r u m e n t .

SECTION 4 . 6 . The i n v a l i d i t y  o r  u n e n f o r c e a b i l i t y  o f  an y  

o n e  o r  m ore  p h r a s e s ,  s e n t e n c e s ,  c l a u s e s ,  o r  s e c t i o n s  in  

t h i s  G u a ra n ty  A g re e m e n t c o n t a i n e d ,  s h a l l  n o t  a f f e c t  t h e  

v a l i d i t y  o r  e n f o r c e a b i l i t y  o f  t h e  r e m a in in g  p o r t i o n s  o f  

t h i s  G u a r a n t y  A g r e e m e n t ,  o r  a n y  p a r t  L h e r e e l .
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SECTION 4 . 7 . T h i s  G u a ra n ty  A g re e m e n t may b e  am ended  

by  a  w r i t t e n  a g r e e m e n t  s ig n e d  by th e  p a r t i e s  h e r e t o ,  p r o ­

v id e d  t h a t  i n  n o  e v e n t  s h a l l  an y  am endm ent b e  m ade w i t h ­

o u t  t h e  c o n s e n t  o f  t h e  G u a r a n t o r .

IN  WITNESS WHEREOF, t h e  G u a r a n t o r ,  p u r s u a n t  t o  p r o p e r  

r e s o l u t i o n  d u ly  p a s s e d ,  h a s  c a u s e d  t h i s  G u a r a n ty  A g re e m e n t 

t o  be  e x e c u te d  in  i t s  name an d  b e h a l f  a n d  i t s  c o r p o r a t e  

s e a l  t o  b e  a f f i x e d  h e r e t o  a n d  a t t e s t e d  by i t s  d u ly  a u t h o r i z e d  

o f f i c e r s  a s  o f  t h e  d a t e  f i r s t  ab o v e  w r i t t e n .

HANES CORPORATION

(SEAL) By _____________________________________ _
I t s ____________________________ ______

A t t e s t :

I t s  __________________

A c c e p te d  t h i s  ___  d a y  o f
_____ » 197 7 , by  W ac h o v ia
Bank a n d  T r u s t  C om pany, N. A .

By_____________________________________

( C o r p o r a te  S e a l )

A t t e s t :
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STATE OI’ SOUTH CAROLINA

COUNTY OF MARLBORO

ASSIGNMENT

KNOW ALL MEN BY THESE PRESENTS t h a t  M a r lb o ro  C o u n ty , a  

b o d y  p o l i t i c  an d  c o r p o r a t e  an d  a  p o l i t i c a l  s u b d i v i s i o n  o f  

t h e  S t a t e  o f  S o u th  C a r o l i n a ,  a c t i n g  by an d  th r o u g h  th e  

M a r lb o ro  C o u n ty  C o u n c i l ,  i n  c o n s i d e r a t i o n  o f  th e  sum o f  One 

D o l l a r  ($ 1 .0 0 )  t o  i t  i n  h a n d  p a i d  a t  an d  b e f o r e  th e  s e a l i n g  

o f  t h e s e  p r e s e n t s ,  t h e  r e c e i p t  o f  w h ic h  i s  h e re b y  acknow ­

le d g e d ,  h a s  a s s i g n e d ,  t r a n s f e r r e d  an d  s e t  o v e r  u n to  WACHOVIA 

BANK & TRUST COMPANY N. A . ,  i t s  s u c c e s s o r s  and  a s s i g n s ,  a s  

s e c u r i t y  f o r  t h e  p a y m en t o f  $ 2 ,5 0 0 ,0 0 0  M a r lb o ro  C o u n ty  F i r s t  

M o rtg a g e  I n d u s t r i a l  R ev en u e  N o te ,  S e r i e s  o f  1977 (H anes 

H o s i e r y ,  I n c .  -  L e s s e e ) :

ALL o f  t h e  r i g h t ,  t i t l e  an d  i n t e r e s t  o f  s a i d  M a r lb o ro  

C o u n ty  i n  a n d  t o  t h e  f o r e g o i n g  L e a se  A g re e m e n t,  d a t e d  a s  o f  

N ovem ber 1 , 1 9 7 7 , b e tw e e n  s a i d  M a r lb o ro  C o u n ty , a s  L e s s o r  

an d  H an es H o s i e r y ,  I n c . , a s  L e s s e e .

T h i s  A s s ig n m e n t  i s  m ade p u r s u a n t  t o  an d  s u b j e c t  t o  a l l  

t h e  te r m s  a n d  c o n d i t i o n s  o f  a  c e r t a i n  M o rtg a g e  an d  S e c u r i t y  

A g re e m e n t o f  M a r lb o ro  C o u n ty  t o  th e  s a i d  W ach o v ia  Bank & 

T r u s t  Company N. A . ,  d a t e d  a s  o f  N ovem ber 1 , 1 9 7 7 , t h e  te rm s  

o f  w h ic h  . i r e  i n c o r p o r a t e d  by t h i s  r e f e r e n c e  a s  f u l l y  a s  i f  

t h e  sam e w e re  s e t  f o r t h  a t  l e n g t h  h e r e i n ,  s a i d  M o rtg a g e  an d  

S e c u r i t y  A g re e m e n t b e in g  i n t e n d e d  t o  b e  d u ly  r e c o r d e u  

im m e d ia te ly  s u b s e q u e n t  t o  t h e  r e c o r d i n g  o f  s a i d  L e a s e  

A g re e m e n t, a n d  t h i s  A s s ig n m e n t .



IN WITNESS WHEREOF, M a r lb o ro  C o u n ty , S o u th  C a r o l i n a ,  

h a s  e x e c u te d  t h i s  A ss ig n m e n t by c a u s in g  i t s  name to  be h e r e ­

u n to  s u b s c r i b e d  by th e  C h a irm an  o f  t h e  M a r lb o ro  C o u n ty  

C o u n c i l  an d  t h e  o f f i c i a l  s e a l  o f  s a i d  C o u n ty  t o  b e  im p r e s s e d  

h e r e o n  and  a t t e s t e d  by t h e  C le r k  o f  s a i d  M a r lb o ro  C o u n ty  

C o u n c i l  a l l  b e in g  d o n e  a s  o f  th e  1 s t  d a y  o f  N o v em b er, A. D . ,

1 9 7 7 .

MARLBORO COUNTY, SOUTH CAROLINA

(SEAL) By ___________________________________
C h a irm a n , M a r lb o ro  C o u n ty  C o u n c i l

A t t e s t :

C l e r k ,  M a r lb o ro  C o u n ty  C o u n c i l

S ig n e d ,  S e a le d  an d  D e l iv e r e d  
i n  t h e  p r e s e n c e  o f :
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STATE OF SOUTH CAROLINA

COUNTY OF MARLBORO

PERSONALLY a p p e a r e d  b e f o r e  me _______________________________ _

who b e in g  d u ly  sw o rn  s a y s  t h a t  he  saw  t h e  c o r p o r a t e  s e a l  o f  

MARLBORO COUNTY a f f i x e d  to  t h e  f o r e g o in g  A ss ig n m e n t o f

L e a s e ,  an d  t h a t  he a l s o  saw  ________________________  ,

a s  C h a irm a n , a n d  ________________________________ , a s  C le r k  o f  th e

M a r lb o ro  C o u n ty  C o u n c i l  s i g n  a n d  a t t e s t  th e  sam e, and  t h a t

s h e  w i th  ___________________________________  w i t n e s s e d  th e  e x e c u t i o n

t h e r e o f  a s  t h e  a c t  a n d  d e e d  o f  s a i d  M a r lb o ro  C o u n ty , S o u th

C a r o l i n a .

SWORN t o  b e f o r e  me t h i s  

___  d a y  o f  _____________ , 197 7 .

____________ ____ __________________________(L . S . )

N o ta ry  P u b l i c  f o r  S o u th  C a r o l i n a  

My C o m m issio n  E x p i r e s :  ___________________



M E M O *  FROM

CHARLES Y. LACKEY

DATE 1 0 /1 1 /7 7  ____

T h e s e  d o c u m e n ts  a r e  b e in g  f o r w a rd e d  t o  
you a t  t h e  r e q u e s t  o f  M r. Thom as A. 
H u tc h e s o n  an d  r e l a t e  t o  t h e  $ 2 ,5 0 0 ,0 0 0  
F i r s t  M o rtg a g e  I n d u s t r i a l  R ev en u e  N o te ,  
S e r i e s  1977 (H anes H o s i e r y ,  I n c .  -  
L e s s e e ) .



Hanes Corporation 
Condensed Statements of 
Consolidated Earnings 
Quarter and Six-Month Periods 
Ended July 2. 1977 and July 3. 1976 
(Subiect to Year-End Audit)

Hanes Corporation 
Condensed Statements of 
Financial Position 
July 2, 1977 and July 3.1976
(Subiect to Year-End Audit)

Second Quarter 1977 1976

Net Sales $ 96 565,000 $ 88 965000
Gross Profit ....................... 39 680,000 37.254.000
As % of S a le s ................... 41% 42%
Operating Expenses and 

Other 32.623.000 31,543,000
Earnings Before Taxes 7,057,000 5.711.000
Provision for Income Taxes 2,695,000 2,114.000
Net Earnings ................... 4.362 000 3.597000
Net Earnings Per Share 

Primary ........................... $1 01 87c
Fully D ilu te d ................... $1 01 86C

Cash Dividends Per Share. 34c 19C

Six Months 1977 1976

Net Sales $193,091,000 $178 489000
Gross Profit ..................... 81.873,000 77,284.000
As % of S a le s ................... 42% 43%
Operating Expenses and 

Other ........................... 66.686.000 62,726,000
Earnings Before Taxes 15.187,000 14.558.000
Provision for Income Taxes 5.745.000 5.384,000
Net Earnings ..................... 9442.000 9 174,000
Net Earnings Per Share 

Primary ........................... $221 $2 25
Fully D ilu te d ................... $2 21 $2.22

Cash Dividends Per Share 68c 38c

Assets 1977 1976

Current Assets
Cash and Short-Term Investm ents..............................................................................
Accounts Receivable...........................................................................................................
Inventories and Prepaid Expenses....................................................................................

Total Current Assets .......................................................... .......... .. .
Properly, Plant, and Equipment (N e t) ..................................................................................
Other Assets .......................................................................................... .................................

Total Assets ......................................................................................  . .................

Liabilities and Shareowners Equity

Current Liabilities
Notes Payable and Current Portion of LTD . 
Accounts Payable and Other Accrued Expenses

Total Current Liabilities
Long-Term Debt ...................................................... .
Other Liabilities ........................................................
Shareowners' Equity ..................................................

Total Liabilities and Shareowners Equity

S 17,281 000 
40.130.000 
95.555.000

152 966.000
57.924,000 

1.459 000

$ 12.292.000 
34079.000 
80,204,000

126.575.000
53.175 000 

1,522,000

$212,349,000 $181,272,000

1977 1976

$ 13.865000 $ 2.558.000
29373,000 34 976.000

43,238 000 37 534 000
40.861.000 33.747,000

5 450,000 4 075.000
122,800,000 105.916,000

$212,349,000 $181,272,000



Letter to Shareholder*
Dear Shareholders

The second quarter earnings were up 21% from the 
second quarter of 1976 Sales for the quarter were up 
9%

Net earnings for the first six months of 1977 were up 
$268 000 over 1976. but earnings per share were down 
4 cents because of 194.000 more average shares

In the second quarter of 1977. earnings from women's 
hosiery increased 27% over the second quarter of 1976 
This reversed the first quarter when 1977 earnings from 
women’s hosiery were lower than 1976

Below is a breakdown of second quarter sales and earn­
ings by product group:

Before Tax 
Sales Earnings

>4

(In Millions) 1977 1976 1977 1976

Women's Hosiery $60 9 $575 $8 8 $69
Knitwear Products $26 9 $22 9 $16 $15
Foundation Garments $ 8 8 $ 86 $ .3 $ 4

Earnings of Foundation Garments were down in 1977’s 
second quarter primarily because of $225,000 more 
advertising expense

Hanes Corporation has announced it will test market a 
cosmetic line under the name L aura in Cincinnati and 
Kansas City in the fall of 1977 Tms test is in conjunc­
tion with our continuing efforts to discover new oppor­
tunities where the Corporation s consumer marketing 
and distribution capabilities can be utilized However. I 
want to caution that, even under most favorable condi­
tions. the cosmetic line would not become profitable 
before 1980 Because of the high risks of any such new 
endeavor development will proceed very carefully As 
previously reported, Hanes Corporation budgets $3 m il­
lion of expenditures a year for new ventures such as 
cosmetics

On June 1, 1977. Hanes Corporation purchased and re­
tired 89 521 warrants to buy Hanes Corporation Common 
Stock The company now has no warrants outstanding 
Also on June 1. 1977, Hanes canceled a prior commit­
ment to borrow $10 million from two insurance com­
panies at an interest rate of 10%% Due to improved 
earnings and asset utilization, the Corporation's debt re­
quirements are less than had been anticipated earlier

We were pleased that second quarter results pulled 1977 
approximately even with 1976 Currently, retail sales of 
apparel are not particularly strong, but we continue to 
expect some earnings improvement in the second half 
of 1977

Sincerely,

Robert E Elberson
President and Chief Executive Officer

$

_ >  ~i°  O rn
w m

July 27 1977
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Tert of Mr Elberson s Speech 
at The Annual Meeting:

My comments this morning will be divided into two 
parts First, there will be some observations about 
first quarter earnmgs These will be followed by a 
further analysis o* 1976 particularly advertising 
and promotion expenses

The first quarter of 1977 was the second best 
quarter m Hanes Corporation s history second 
only to the exceptional first quarter of 1976

Although $1 million less than budgeted 1977 
sales increased 8% over 1976 As shown in 
Chart 1. strong increases occurred in knitwear 
and foundations but hosiery sales increased only 
$900,000 A $4 million increase in Underalls our 
new panty hose and panty garment was offset 
by declines m other hosiery products

Sales by Product Group
Chart 1

C ha n g eFirst Quarter 1976 1977
Women s
Hosiery $62 700,000 $63 600 000 + 1%
Knitwear
Products $,8 400 000 $21.800 000 ♦ 19%
Foundation
Garments $ 8 400.000 $11 100 000 -32%

Consumer purchases of all hosiery were down 7% 
to 8% in December and January’ Also. Leggs 
sales were unusually strong in 1976 because its 
first quarter contained 14 selling weeks versus 13 
weeks in 1977 (one week s sales S2 5 million)

Hosiery sales were $4 million lower than budgeted 
and most of the miss occurred m the more profitable 
Leggs and Hanes brands Consequently earnings 
from all hosiery were actually down *rom 1976 As 
indicated in Chart 2. good earnings improvements 
in knitwear and foundations were not sufficient to 
offset the decline in hosiery and the increased 
costs of New Ventures development and other 
overhead items

Chart 2
Before Tax Earnings 
by Product Group
F irs t Q u a rte r 1976 1977
Womens
Hosiery $9 200 000 $8 000 000
Knitwear
Products $1,300,000 $1 500.000
Foundation
G arm ents $ 600.000 $1 700,000
Overhead and
New Ventures ($2 300 000) ($3 100.000)

The names shown in 4akCS are trademarks of 
the  operating units of Hanes Corporation

’ Source MRCA

We have analysed all available market data 
including competitive activities and have 
found nothing to indicate serious or long-term 
weaknesses in our hosiery programs In fact,
Hanes Corporation s hosiery sales in late March 
and early April have returned to higher, more 
normal levels

Also contributing to the 9% decline in first quarter 
after tax earnings was the decline in gross margins 
from 45% to 44% This was caused by less sales 
of Leggs and Hanes brands and by a higher 
proportion of total sales being in the traditionally 
lower-margin knitwear and foundation products

There were approximately 250 000 more shares of 
stock outstanding in 1977 than in 1976 These 
caused earnings per share to decline more than 
absolute earnings

Although 1977 first quarter earnmgs did not 
establish a new record they were disappointing 
only when related to an exceptionally strong 
performance in 1976 The 1976 year was 
substantially better than all of management s 
best-laid plans For example return on equity 
reached 16% This had not been programmed 
to happen until 1980

We believe 1976 was the payoff of trie efforts put 
into consumer marketing over the last five years I 
hope each of you has had an opportunity to read 
the 1976 annual report As you read the report you 
will see that in 1976 Hanes Corporation spent $59 
million on advertising and promotion and plans to 
spend over $60 million in 1977 This equates to 
$ 14 per share

Chart 3 shows the effect of this emphasis on 
advertising over the las, 5 years Since 1971.
Hanes Corporation s sales have doubled while 
advertising expenses have quadrupled However 
profits have increased ever five-fold

Sales. Advertising. Earnings
Chart 3

1971 1976 Increase
Net Sales $176,000,000 $372,000,000 2,imes
Advertising & 
Promotion $ 15,000 000 $ 59.000.000 4 times
Net Earnings $ 3.500.000 $ 18 400 000 5 times

Many (actors affect profits. but we believe that this
historical relationship between advertising and 
p ro f its  is  n o t a c c id e n ta l

In 1977 we expect to spend $21 million more on 
advertising and promotion than we spent in 1975 
Chart 4 indicates where most of this increase will 
occur

Increased Spending on
Advertising & Promotion
From 1975 (Actual) to 1977 (Estimated)

Chan 4

Existing Brands
Leggs & Leggs Sheer Energy
Hanes Brand Hosiery
Bali Bras
Hanes Underwear

$, 800 000 
$2 000 000 
$2 600 000 
$1 000 000

New Programs
Underalls
Direct Mail (Hosiery)
New Product Introduction

$5 800 000 
$2 500 000 
$5 500 000

in 2nd Hallo, 1977

These m ceased expenditures fall into two
categories Chart 6

1 Strengthening existing brands This means 
continued communication with loyal consumers 
and renewed efforts to ge, new users

2 Introduction of new products Note the heavier 
spendng on new product introductions 
Advertising and promotion play key roles
in this effort They are our means of telling the 
consumer about the product and its benefits

At last year s annual meeting we told you about a 
new product called Underalls Note the spending 
on Unaeralls in 1976 and 1977 In 1975 Underalls 
sales were less than $1 million In 1976. they were 
$9 million In 1977 they are expected to reach 
$17 million

The importance of new products and the advertising 
to support them is clearly demonstrated m our 
hosiery business As shown m Chart 5. the total 
hosiery market has declined 10% since 1971 
During that same period Hanes Corporation s 
hosiery sales have grown 150%

Chart 5
Women s Hosiery 
Total Retail Market’

1971 1977 (ea t.) C hange

Dozens 117 200.000 112.700,000 -  4%
Dollars $1514 000.000 $1366 000 000 10%

HANES CORPORATION HOSIERY SAlES ♦ 150%
’ Source MAC A

Although hosiery is considered to be a rather dull, 
static product category new products nave played 
a vital part m the growth of Hanes Cc poration s 
hosiery business Chart 6 shows 'hat 59% of our 
1977 hosiery sales will be in products introduced 
since 1971 We believe this performance attests to 
the validity of the consumer marketing approach 
and to the heavy use of advertising and promotion 
As indicated we plan to continue this approach m 
the future

Hanes Corporation 
W om ens Hosiery Sales
(In Dollars)

59%

Products 
Introduced 
Since 1971

1971 1977
(•«».)

Speaking of the future Hanes Corporation s 
management was somewhat disappointed by the 
firs, quarter but we were not discouraged by it We 
continue to forecast that earnings tor the remainder 
of 1977 will exceed those of 1976 Furthermore, we 
expect to exceed our minimum goal of 15% return 
on equity



Text of Mr Elberson s Speech 
at The Annual Meeting:

My comments this morning will be divided into two 
pads First, there will be some observations about 
first quarter earnings These wilt be followed by a 
further analysis of 1976 particularly advertising 
and promotion expenses

The first quarter of 1977 was the second best 
quarter m Hanes Corporation s history second 
only to the exceptional first quarter of 1976

Although $1 million less than budgeted 1977 
sales increased 8% over 1976 As shown in 
Chart 1 strong increases occurred in knitwear 
and foundations, but hosiery sales increased only 
$900 000 A $4 million increase m Underalls our 
new panty hose and panty garment was offset 
by declines m other hosiery products

Chari 1
Sales by P roduct Group
First Quarter 1976 1977 Change
W bmen s 
Hosiery $62 700 000 $63 600 000 ♦ 1%
Knitw ear
Products $18 400.000 $21 800.000 -r 19%
Foundation
Garments $ 8 400.000 $11 100,000 + 32%

Consumer purchases o* all hosiery were down 7% 
to  8 %  in  D e c e m b e r  a n d  J a n u a ry ' A ls o . L e g g s  
sales were unusually strong m 1976 because its 
f irs t  q u a r te r  c o n ta in e d  14 s e ll in g  w e e k s  v e rs u s  13 
weensm 1977(one weeks sales $2 5 million)

Hosiery sales were $4 million lower than budgeted, 
a n d  m o s t o f  th e  m is s  o c c u r re d  in  th e  m o re  p ro f ita b le  
Leggs and Hanes brands Consequently, earnings
fro m  all h o s ie ry  w e re  a c tu a lly  d o w n  fro m  1 9 7 6  A s 
indicated in Chart 2 good earnings improvements 
in  k n itw e a r  a n d  fo u n d a t io n s  w e re  n o t s u ff ic ie n t to  
offset the decline in hosiery and the increased 
costs of New Ventures development and other 
o v e rh e a d  ite m s

Chart 2
Before Tax Earnings 
by Product Group
First Quarter 1976 1977
Women s
Hosiery $9 200 000 $8 000 000
K nitw ear
Products $1 300 000 $1 500 000
Foundation
Garments $ 600 000 $1 700,000
Overhead and
New Ventures ($2,300,000) ($3 100.000)

The names shown in (takes are trademarks or 
tne ope»at ' ' i j  units ol Manes Corporation

’Source MAC A

We have analysed all available market data 
including competitive activities and have 
found nothing to indicate serious or long-term 
weaknesses in our hosiery programs In fact.
Hanes Corporation s hosiery sales in late March 
and early April have returned to higher, more 
normal levels

Also contributing to the 9% decline in first quarter 
after-tax earnings was the decline in gross margins 
from 45% to 44% This was caused by less sales 
of Leggs and Hanes brands and by a higher 
proportion of total sales being in the traditionally 
lower-margin knitwear and foundation products

There were approximately 250 000 more shares of 
stock outstanding in 1977 than m 1976 These 
caused earnings per share to decline more than 
absolute earnings

Although 1977 first quarter earnings did not 
establish a new record they were disappointing 
only when related to an exceptionally strong 
performance in 1976 The 1976 year was 
substantially better than all of management s 
best-laid plans For example return on equity 
reached 16% This had not been programmed 
to happen until 1980

We believe 1976 was the payoft of the efforts put 
in to  c o n s u m e r  m a rk e t in g  o v e r  th e  la s t f iv e  y e a rs  I 
nope each of you has had an opportunity io read 
th e  1 9 7 6  a n n u a l re p o r t  A s  y o u  re a d  th e  re p o r t ,  y o u  
will see that in 1976 Hanes Corporation spent $59 
m illio n  o n  a d v e r t is in g  a n d  p ro m o t io n  a n d  p la n s  to

spend over $60 million in 1977 This equates to
$ 1 4  p e r  s h a re

C h a r t 3  s h o w s  th e  e f le c t  o l  th is  e m p h a s is  o n  
advertising over the last 5 years Since 1971. 
Hanes Corporation s sales have doubled while 
advertising expenses have quadrupled However 
profits have increased over five-fold

Sales. Advertising. Earnings
Chart 3

Increase1971 1976

Net Sales $176,000,000 $372 000.000 2 times
A dvertis ing  & 
P rom otion S 15.000,000 $ 59 000.000 4 tim es
Net E arn ings $ 3.500.000 $ 18 400 000 5 times

Many factors affect profits but we believe that this 
historical relationship between advertising and 
profits is not accidental

In 1977 we expect to spend $21 million more on 
advertising and promotion than we spent m 1975 
Chart 4 indicates where most of this increase will
occur

Increased Spending on
A dvertis ing  & Prom otion
From 1975 (Actual) to 1977 (Estimated)

Chart 4

Existing Brands
Leggs S Leggs Sheer Energy
Hanes Brand Hosiery
Bah Bras
Hanes Underwear

$1 800 000 
$2 000 000 
$2 600 000 
$1 000 000

New Programs
Underalls
Direct Mao (Hosiery)
New Product introduction

$5 800 000 
$2 500 000 
$5,500,000

in 2nd Half ot 1977

T h e s e  in c re a s e d  e x p e n d itu re s  fa ll in to  tw o  

categories

1 Strengthening existing brands This means 
c o n t in u e d  c o m m u n ic a t io n  w ith  lo y a l c o n s u m e rs  
and renewed efforts to get new users

2 introduction of new products Note the heavier 
s p e n d in g  o n  n e w  p r o d u c t  in t r o d u c t io n s
Advertising and promotion play key roles
in  th is  e f fo r t  T h e y  a re  o u r  m e a n s  o f te l l in g  th e  

consumer about the product and its benefits

At last year s annual meeting we told you about a 
new product called Underalls Note the spending 
on Underalls in 1976 and 1977 In 1975, Underalls 
sales were less than $1 million In 1976 they were 
S9 million In 1977. they are expected to reach 
$17 million

The importance of new products and the advertising 
to support them is clearly demonstrated in our 
hosiery business As shown m Chart 5. the total 
hosiery market has declined 10% since 1971 
During that same period Hanes Corporation s 
hosiery sales have grown 150%

Chart 5
Women s Hosiery 
T o ta l R e ta il  M a rk e t*

1971 1977 (eat) Change

Dozens 117.200.000 112.700 000 4%
Dollars $1514 000 000 $1366 000 000 10%

HANES CORPORATION HOSIERY SALES ♦ 150%
’ Source MHCA

Although hosiery is considered to be a rather dull 
static product category, new products have played 
a vital part m the growth of Hanes Corporation s 
hosiery business Chart 6 shows that 59% of our 
1977 hosiery sales will be m products introduced 
since 1971 We believe this performance attests to 
the validity ot the consumer marketing approach 
and to the heavy use of advertising and promotion 
As indicated we plan to continue this approach m 
the future

Chart 6

Hanes C orporation 
Women s Hosiery Sales
(In Dollars)

5 9 ° .

Products 
Introduced 
S ince 1971

1971 1977
(e s t . )

Speaking of the future Hanes Corporation s 
management was somewhat disappointed by the 
first quarter but we were not discouraged by it We 
continue to forecast that earnings tor the remainder 
ot 1977 will exceed those of 1976 Furthermore we 
expect to exceed our minimum goal of 15% return 
on equity
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Financial Highlights 1976 1975

Net Sales $372,317,000 $314,790,000
Net Earnings $ 18,435,000 $ 10,619,000

Per Share of Common Stock
Net Earnings—Primary $ 4.50 $ 2.66

—Fully Diluted $ 4.42 $ 2.66
Shareowners’ Equity at December 31 $28.02 $24 50
Cash Dividends Paid $ .88 $ .70

The Annual Meeting of Shareowners will convene at 10 a.m., Tuesday, 
April 26, 1977 at The Community Center Theatre, 610 Coliseum Drive, 
Winston-Salem, North Carolina.

A copy of Hanes Corporation’s Annual Report to the Securities & Exchange 
Commission (Form 10-K) may be obtained by writing to the Vice President- 
Finance, Hanes Corporation, Winston-Salem, N.C. 27103.
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$400

Net Sales
in millions

$525

4 50

Primary Eamings Per Share
'Excluding write-off of goodwill in 1974

To our Shareowners:

For the past three years, ,rty letters 
to shareowners have emphasized 
the disciplined consumer marketing 
approach being taken at Hanes 
Corporation The financial results of 
1976 clearly demonstrate the validity 
of that approach.

Consequently, this letter is devoted 
more to results, rather than to 
strategy

Hanes Corporation’s sales and earn­
ings for 1976 surpassed those of 
1975, which were the previous high 
for the Corporation. Sales for the 
year were $372 m illion. an increase 
of 18% over 1975 Earnings in 1976 
were $18 4 million, or $4.50 a share.

After adjusting for a $2.2 million write­
off taken in 1975. the Corporation's 
net earnings in 1976 were up 44% 
over a year ago.

Increases in sales and earnings dur­
ing 1976 resulted from three primary 
factors outstanding performance 
by the Corporation's brands of wom­
en's hosiery; manufacturing effi­
ciencies which significantly increased 
gross margins in several product 
areas; and strong earnings improve­
ment in the knitwear and foundations 
segments of the company.

In 1976 women's hosiery accounted 
for 66% of the Corporation's sales 
and 69% of its profits. 97% of these 
sales were in its own brands, which 
increased their dollar share of the 
total hosiery market from 25% in 1975 
to 26% in 1976 The remainder of 
the Corporation’s sales in 1976 came

The names shown in italics are trademarks of 
the operating units of Hanes Corporation

from underwear and sweaters (25%) 
and from foundafion garments (9% ).

The women's hosiery industry in 
1976 showed virtually no sales 
increase over 1975

Within that environment. Hanes Cor­
poration’s L'eggs brand increased its 
share of the total hosiery market from 
13 8% in 1975 to 14.6% in 1976 
and remained the nation’s largest 
selling hosiery brand. Much of that 
growth resulted from the success of 
a major promotional and sampling 
program launched to support L'eggs 
Sheer Energy. Largely because of 
that program. Sheer Energy in 1976 
attained a 35 8% share of all support 
panty hose sales Its success has 
had as great an impact on sales as 
did the original introduction of L'egas 
in 1970

The Hanes brand of women's hosiery 
continued to be the leading brand 
sold through department and spe­
cialty stores, and its market share is 
more than three times larger than its 
nearest com petitor’s.

During 1976 Hanes Corporation 
introduced Underalls, a product which 
combines panty hose and panty in a 
single garment, on a national basis.
In earlier test markets, Underalls 
achieved its first year goals after 
only nine months.

In 1976 earnings from Hanes Corpo­
ration's knitwear and foundation 
segments increased approximately 
50% over 1975. Even though both 
product groups had depressed earn­
ings in the first half of 1975, their 
turnarounds strengthen our optimism 
about their future potential.

In the 1975 annual report, it was 
stated that Hanes Corporation had

2



set a goal of achieving a 12.5% 
return on equity by 1978 and the 
internal goal was 15% by 1980 Actual 
1976 earnings exceeded both ob­
jectives and reached 16.3%. The 
Corporation's current goal is to main­
tain a return on equity of at least 15%.

Another 1978 goal was to have all 
three basic product lines produce at 
least a 12% after-tax return on assets. 
In 1976 the Corporation’s hosiery 
business produced a return on assets 
of 20 4%, and its foundation gar­
ments business produced a 13.2% 
return. Return on assets from its 
knitwear operations was 10.1 %.

Some other records set in 1976 were

■ Gross profit margin increased to 
42.0%. It was 39.7% in 1975.

■ Spending for advertising and pro­
motion reached $59 million. It was 
$43 million in 1975 and is expected 
to exceed $60 million in 1977.

■ Capital expenditures were $9 mil­
lion and are budgeted to be $19 
million in 1977.

■ The dividend was increased twice 
to a $1.36 annual rate, which is in 
line with the Corporation’s announced 
policy of paying approximately 30% 
of the previous year's earnings

In order to improve planning and 
control within our growing enterprise, 
a new position of Executive Vice 
President was created, and Paul Ful­
ton, formerly President of L'eggs 
Products was appointed to it. Due to 
this and other organization changes, 
new Presidents were appointed to 
head L'eggs Products, Hanes Hosiery, 
and The Bali Company Each of the 
new Presidents was promoted from

within the operating unit he now 
heads

During 1976 Hanes Corporation 
further intensified its commitment to 
affirmative action in its employment, 
promotion, compensation and pur­
chasing policies. Programs are now 
under way to insure that females, 
minorities and handicapped persons 
receive training, counseling and en­
couragement to seek advancement 
in the Corporation. Ms. Susan Johns­
ton, who reports directly to me. has 
been assigned the responsibility 
of implementing audits and controls 
which will insure that these policies 
will continue to be executed.

Hanes Corporation achieved record 
sales and earnings in the difficult 
economic conditions of 1975 and 
then exceeded even those levels in 
the improved business climate of 
1976 This performance increases our 
confidence that the program begun 
six years ago to transform the Corpo­
ration from an apparel manufacturing 
company to a consumer goods 
marketing company was a proper 
undertaking. The experience of the 
past two years indicates Hanes 
Corporation can continue to operate 
profitably in both adverse and favor­
able market environments.

$1 05

Sales and earnings for 1977 are not 
expected to grow as rapidly as they 
did in 1976 However, the solid earn­
ings base of branded products, the 
benefits of manufacturing efficiencies 
achieved in 1976, and the continued 
employment of careful planning 
procedures should enable Hanes 
Corporation to produce sound, 
responsible growth for the remainder 
of 1977

90

Sincerely,

President and 
Chief Executive Officer

72 73 74 75 76
Dividend* Per Share
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49% Financial Review

Sales

42% Each of Hanes Corporation’s product groups had significant sales increases 
in 1976:

■ Women's hosiery sales in 1976 increased 17% to $247 million. This 
improvement was on top of a 12% increase in 1975. L eggs brand sales 
in 1976 increased 14% to $150 million. Sales of Hanes brand hosiery 
increased 6%  during the year and totaled $54 million. The introduction of 
Uncieralls added $9 million to the Corporation’s 1976 hosiery sales.

■ Knitwear product sales in 1976 increased 22% to $93 million compared 
to only a 6% increase in 1975. Hanes brand men’s and boys’ lightweight 
underwear increased 24% in 1976 while sales of a new line of T-shirts for 
screen printers reached $7 million. Sweater sales for the year were a 
record $8.6 million.

■ Foundation sales in 1976 increased 14% after a 3% decline in 1975. 
Sales in new bra styles in 1976 approached $5 million, nearly double the 
1975 level.

Comparative sales by product group: (i Millions)

$70

Product Group 1976
Women's Hosiery $247
Knitwear Products 93
Foundation Garments 32
Total $372

1975 1974 1973 1972
$211 $188 $173 $143

76 72 73 74
28 29 30 28

$315 $289 $276 $245

Advertising Expenses
in millions

Gross Profit
60 Hanes Corporation's gross profit margin in 1976 was 42.0%, up from 

39 7% in both 1975 and 1974 In 1976 all the Corporation s product 
groups absorbed wage increases and improved their gross margins. These

so results were accomplished by reducing costs through equipment moderniza­
tion, automation, and fuller utilization of production capacity. Further 
implementation of these cost reduction programs in 1977 should continue to

40 offset wage and other cost increases.

The Corporation’s m apr increase in the cost of raw materials during 1976 
was in cotton for its underwear products Cotton increased from 53c a

30 pound in 1975 to 61 c in 1976 and is expected to increase to approximately 
72c in 1977. To offset these higher cotton prices, Hanes Corporation on 
December 31, 1976 increased the prices of its lightweight underwear prod-

20 ucts by approximately 4 5%. This increase was substantially less than 
increases announced by major competitors.

The composition of 1976 manufacturing costs was

Women’s
Hosiery

Knitwear
Products

Foundation
Garments

Labor 26% 31% 22%
Materials 54 45 45
Overhead & Depreciation 20 24 33

100% 100% 100%
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Advertising Expenses as a % ot Net Sales
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Advertising and Promotion Expenses

In 1976 the Corporation's advertising and promotion expenses were $59 
million, a $16 million increase over 1975 and a $21 million increase over 
1974 $8 million of the 1976 increase was in media advertising.

Advertising and promotion costs for 1977 are budgeted at $61 million. 
Because firm commitments for advertising and promotion will be made as 
the year progresses, funds expended in this area can be significantly adjusted 
to reflect changing economic conditions and sales levels

Selling, Distribution, Administrative and Other Expenses

The Corporation's selling distribution and administrative expenses in 1976 
increased $7 million, or 12%. compared to an 18% increase in sales In 
1975. selling, distribution and administrative expenses increased $3 million, 
or 5%. compared to a 9% increase in sales

The $1 million shown as "Other Income" in 1976 included $700,000 of 
income from short-term cash investments and royalties. "Other" expense 
in 1975 included $4.4 million reserved for losses on disposal and relocation 
of facilities and was partially offset by $700,000 in income from short-term 
cash investments and royalties.

Interest and Debt

Because of lower levels of borrowings, interest paid by the Corporation in 
1976 was $1 6 million, or 30%, lower than in 1975. Primarily because of 
lower borrowings 1975 interest costs were $1.2 m illion, or 19%, below 1974 
The average interest rate paid in 1976 and 1975 was 9.7%.

The Corporation’s total debt at year-end 1976 was $36 million, down from 
$40 million at the end of 1975 and $66 million at the end of 1974 Year-end 
debt as a percent of equity was 32% in 1976 and 41 % in 1975.

In 1976 the Corporation borrowed $10 million of a $20 million loan commit­
ment from Prudential and Teachers insurance companies The remaining 
$10 million will not be borrowed before December 31, 1977. The Corporation 
had no bank borrowings at the end of 1976.

The 1976 tax reform law has made it more feasible for the Corporation to 
use cash earned from operations in Puerto Rico ($14 5 million as of 
December 31, 1976) to finance its growth. The Corporation's planned 
capital requirements through 1979 will be adequately covered by cash in its 
Puerto Rican operations. $15 million of bank lines of credit, and the 
remaining commitment from Prudential and Teachers insurance companies.

0

Taxes

Hanes Corporation’s effective income tax rate was 37 8% in 1976 and 33.3% 
in 1975. The increase in 1976 was due to an increase in earnings from 
U S operations Tax savings from tax-exempt earnings were $3 0 million 
in 1976. up from $2 1 million in 1975 and $1 7 million in 1974

Tax exempt earnings are expected to increase in 1977 because of increased 
underwear and hosiery production in Puerto Rico. The Corporation’s 
effective tax rate in 1977 is expected to remain under 40%

5



Earnings and Return on Investment

Net Earnings
in millions

'Excluding write-off of goodwill in 1974

Hanes Corporation's 1976 net earnings of $18 4 million were up 44% from 
1975 earnings of $12.8 million before the teserve for disposal of facilities. 
The comparable 1975 increase over 1974 earnings was 26% before the 
1974 write-off of goodwill.

The key ratio used by Hanes Corporation in evaluating the profitability o f 
product groups is their after-tax operating earnings as a percent of average 
primary investment Primary investment includes the total of each product 
group's receivables, inventories and fixed assets, less its current liabilities.

Hanes Corporation’s current goal is to have each of its product groups earn 
a minimum of 12% after-tax return on its primary investment. Emphasis 
is placed on both increasing earnings and controlling assets. In 1976 the 
earnings of all product groups increased while their average primary assets 
declined.

Returns on primary investment by product group in 1976 and 1975 were

(In Millions)

Women's
Hosiery

Knitwear
Products

Foundation
Garments

1976 1975 1976 1975 1976 1975
After-Tax
Operating
Earnings $15.4 $12.5 $ 4.8 $ 3.1 $ 2.1 $ 1.5
Average
Primary
Investment $75.5 $79.5 $47.8 $48.4 $16.2 $16 9
Return on 
Investment 20.4% 15.7% 10.1% 6.5% 13.2% 8.7

After-tax operating earnings by product group are stated before allowing 
for interest, corporate overhead and non-operating expenses (adjusted for 
taxes). These items totaled $3.9 million in 1976 and $6 5 million in 1975,

Summary of Quarterly Results of Operations
(In Millions Except Per Share Data)

Sales Gross Profit
Quarter 1976 1975 1976 1975 %
First $ 90 $66 $40 45% $26 39%
Second 89 80 37 42 32 40
Third 89 78 36 40 30 39
Fourth 104 91 43 41 37 40

Earnings Per Share
Net Earnings 

1976 1975
Primary Fully Diluted

1976 1975 1976 1975
$5.6 $1.4 $1.40 $ 36 $1.40 5 36

3.6 2.4 .87 .60 .86 .60
4.4 2.7* 1.07 .67* 1.07 .67
4.8 4.1* 1.17 1.02* 1.16 1.02

* Disposal and relocation of facilities reduced 1975 third and fourth quarter after-tax earnings by 
$750 000 and $1.438 000 (19c and 36e per share) respectively

In February, 1977 Prudential Insurance Company exercised warrants Io 
purchase 194.567 shares of Hanes Corporation Common Stock at $17 74 
a share and has indicated its intention to hold these shares for investment 
If these additional shares had been outstanding during all of 1976, 
primary earnings per share would have decreased from $4 50 to  approxi­
mately $4 36 a share.
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63% Receivables

72 73 74 75* 76
Dividends as a % ol the 
Prior Year's Net Earnings
Excluding write-off of goodwill in 1974

56%

49%

42%

35%

28%

21%

14%

7%

18%

The Corporation's receivables at the end of 1976 were $42 million compared 
to $34 million at the end of 1975. Receivables turnover was 8 9 times in 
1976, down slightly from 9 2 times in 1975.

Inventories

During 1976 the Corporation’s inventories increased 10% ($7 million) to 
$77 million, which was less than its 18% increase in sales. Inventory turns 
increased from 4.5 times in 1975 to4 9 times in 1976. Inventory turns 
were 3.4 times in 1974.

72 73 74 75 76
Nat Earning* a* % ol Equity

16%

14%

12%

10%

8%

6%

4%

2%

Property, Plant and Equipment

At the end of both 1975 and 1976, the net book value of Hanes Corporation’s 
fixed assets was $54 million. The Corporation's capital expenditures of 
$9 million in 1976 approximately equaled its depreciation and fixed asset 
retirements.

The largest fixed asset investments in 1976 were $2 million for hosiery 
knitting equipment and $2 m illion for L ’eggs displays The purchase of this 
additional knitting equipment increased the Corporation's hosiery production 
capacity during the year by 8% .

Since 1973 the decrease in the Corporation’s fixed assets, coupled with its 
increase in sales, has increased sales per dollar of fixed assets—a measure 
of efficiency of use of assets—by 55%.

Although not entirely committed, capital expenditures for 1977 are currently 
budgeted at $19 million. The 1977 budget includes $4 million for new, 
larger L’eggs diSDlays and $4 million for increased hosiery manufacturing 
capacity to support higher sales In August, 1976 the Corporation began 
production in an underwear knitting and spinning plant in Ponce. Puerto Rico 
which will increase the Corporation's production capacity of underwear 
fabric by 20%. Included in the 1977 capital budget is $2 million for this 
plant

Shareowners' Equity

In 1976 Hanes Corporation shareowners' equity increased to $113 million, or 
S28 02 per share This is an increase from $98 million, or $24 50 per share, 
in 1975

In 1976 return on year-end shareowners' equity was 16.3% compared to 
10.9% in 1975 The goal of the Corporation is to maintain return on 
shareowners' equity of at least 15%.
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The M arketing Approach 
at Hanes Corporation

The development of a Hanes Cor­
poration product or marketing 
concept begins with questions 
What product or desired result 
does the consumer not find pres 
ently available in the market

find lacking or objectionable in 
products which are available7 
Where or how might the con­
sumer wish to purchase products 
d if'erently from the way they 
are presently offered7

Hanes Corporation products, 
developed to reflect the consum 
er's responses to questions like 
these, are tested first on small 
focus groups and modified ac­
cording to consumer comments— 
often several times

Products which survive focus 
groups are then offered to a 
broader range of consumers un­
der the carefully controlled 
conditions of limited test markets 
Again they are modified to incor­
porate the consumer’s reactions

This disciplined approach to the 
development and marketing of its 
products requires time and 
money Not all products tested 
will succeed But Hanes Corpora­
tion's financial results since 
adopting consumer marketing as 
its central business philosophy 
six years ago indicate it works,
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Managing the Marketing 
Approach at 
Hanes Corporation

At Hanes Corporation, management 
uses market research to discern 
consumer needs and buying habits 
and to anticipate shifts in markets 
Research data, combined with con­
tinually updated plans and forecasts, 
enable management to react to 
changes rapidly and at a profit

This process of decision making is 
reflected in Hanes Corporation’s 
major activities in 1976 and in its 
plans for the year to come

Hosiery:

While total industry sales of women's 
hosiery showed virtually no increase 
in 1976 compared to 1975. significant 
shifts continued to take place within 
this market. Sales of non-support 
panty hose declined 6% in 1976 and 
have dropped 15% in the past two 
years. The support, knee-high, and 
control top categories all increased 
in 1976

Hanes Corporation's market research 
and forward planning helped antici­
pate many of these trends and 
implement a number of programs to 
react to them

L eggs:

L'eggs brand panty hose—the Corpo­
ration's first product developed 
throuqh consumer marketing tech­
niques—continues to be the nation's 
largest selling brand with a 14.6% 
share of total domestic hosiery sales

Through the application of market 
research into the rapidly growing 
support panty hose area L'eggs 
developed Sheer Energy, a light­
weight support panty hose offered on 
the L’eggs Boutique Research indi­
cated some consumers resisted 
wearing "support" panty hose due to 
the term's medicinal connotations 
Sheer Energy's marketing program, 
therefore was designed to stress 
the product's benefits without 
referring to it as a "support" garment.

In its first year of national distribution, 
Sheer Energy achieved a 31 % share 
of the support panty hose market 
When additional research indicatea 
Sheer Energy's $2.99 price created 
something of a barrier to trial, a 
national sampling program was 
launched and was supported by a 
50% increase in media advertising 
That program, combined with a 
special price-off promotion and the 
introduction of Sheer Energy in 
queensize and all-sheer versions, 
resulted in the product's achieving in 
1976 a 35.8% share of the support 
panty hose market

In 1976 L'eggs began development 
of products for segments of the 
panty hose market in which it is not 
currently represented During the 
year Strong 'n Pretty by L 'eggs was 
introduced in test markets as an 
entry into the "around $1" market 
which accounts for 50% of the non­
support panty hose market 

Hanes Brand:

The Corporation's Hanes brand 
hosiery continues to dominate the 
department and specialty store seg­
ment of women's hosiery, with a 
22 4% share of that market.

In 1976 sales of Hanes brand hosiery 
to retailers were the highest in its 
history with shipments up 6% 
over 1975 During the yea'
Hanes brand had a 7 4% share of 
all retail hosiery sales compared to 
8.2% in 1975 and 6.6% in 1974

The Hanes brand continues to de­
velop new products to expand its 
share of market Sales of Summer 
Sheer, introduced in 1975 and mar­
keted nationally in 1976, increased 
10% during the year During 1976 
Understatement, a Hanes brand 
product combining panty hose and 
panty in a single garment, was test 
marketed in three metropolitan areas.

Underalls Brand:

Consumer research indicated that 
the "panty line" which appeared un­
der clingy pants and skirts was 
unattractive to women In response, 
the Corporation developed a new 
brand called "Underalls." a product 
which combined panty and panty 
hose in a single garment Underalls 
was tested in 1975 and was originally 
scheduled for introduction into 20% 
of the U S. in the fall of 1976 Initial 
test results were so favorable the 
introduction was moved up to March, 
1976. Backed by heavy media adver­
tising national rollout was completed 
in August. 1976. In the fourth quarter 
of 1976. Underalls had already 
become the fifth largest hosiery brand 
with a 2.1 % share of the total hosiery 
market

Other Hosiery Brands:

In addition to L'eggs Hanes and 
Underalls. Hanes Corporation mar­
kets four other brands of hosiery in 
order to provide an entry at all price 
and distribution levels Beauty Mist 
and May Queen brands are offered 
through department and specialty 
stores Tooays Girl is sold primarily 
through chain stores and mass 
merchandisers 1st to Last is mar­
keted through food and drug stores.

Together these four brands had sales 
in 1976 of some $23 million and 
accounted for about 3% of the 
domestic hosiery market

Throughout this report market share ' refers to 
dollar volume unless unit volume is SDecificaily 
indicated Market shares are based on data 
trom Market Research Corporation o» America 
and Hanes Corporation s own data
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Hanes Men’s and Boys' Underwear:

The Hanes brand's108%  unit market 
share of men's and boys’ lightweight 
underwear makes it the second 
largest selling manufacturer's brand 
in the nation and the largest selling 
brand in department stores.

Low gross margins inherent in under­
wear make the application of con­
sumer marketing techniques more 
difficult than in other segments of the 
Corporation's business. Because of 
that difficulty, Hanes Corporation in 
1975 began an extensive review of 
how Hanes brand underwear was be­
ing distributed, marketed and sold 
at retail. Special attention was 
devoted to the more than 65% of 
the Hanes brand which was then 
distributed to retailers through 
independent distributors.

The structure of that system caused 
difficulties in compiling accurate 
market data and in implementing in­
tensive sales and marketing programs 
to retailers. To overcome these 
problems, the Corporation first in iti­
ated a comprehensive market analysis 
which showed Hanes brand products 
were in about 30% of all underwear 
outlets. Of these. 90% carried the 
brand's all cotton line but only about 
20% carried its cotton/polyester 
blended line which is the industry’s 
growth area

Once an accurate retail profile was 
developed, the Corporation's knit­
wear sales force was expanded 
during 1976 from 30 to some 100 rep­
resentatives as a "sales overlay”  to 
implement an aggressive merchan­
dising program supporting the efforts 
of existing distributors The program 
opened 6.845 new accounts or line 
extensions, an increase of 84% 
over 1975

Since this sales overlay was com­
pleted in August 197C. the Corpora­
tion has launched major promotions 
behind Hanes Blue Label blended 
underwear and Hanes Black Label 
colored underwear products As a 
result, shipment of these two prod­
ucts in 1976 increased 130% over 
their 1975 levels

Men's Sweaters:

Sales of Hanes Corporation’s Pine 
State and private label sweaters 
reached a record $8.6 million in 1976. 
This improvement came despite in ­
creased competition from sweaters 
imported from the Far East which 
increased to approximately 50% of 
total industry shipments during 
the year.

Bali Bras:

Hanes Corporation’s Bah brand of 
bras and ladies’ swimwear experi­
enced a sharp earnings improvement 
in 1976 with profits of $2.1 million 
for the year compared to $1.5 million 
in 1975. The increase was due in 
part to a consolidation of Bali’s 
administrative offices in Winston- 
Salem North Carolina: the shutdown 
of a high cost distribution center in 
New Jersey: and the opening of a 
new processing and distribution cen­
ter in Gastonia, North Carolina.
These moves created overhead cost 
savings in excess of $500,000 for the 
year A significant restructuring of 
its manufacturing and distribution 
operations enabled Bali to increase 
the percentage of orders shipped 
complete from 70% in July to 90% 
by year end.

The Bali brand enjoys a strong con­
sumer franchise in the foundation 
departments of better stores, espe­
cially in the underwire segment of the 
bra market. In 1976 Bali continued 
to enlarge its underwire program by 
adding six new basic bras including 
the "T-Shirt”  bra and a light, sheer 
series called Bah "Go Lightly." In 
1977 Bali will emphasize efforts to in ­
crease its share of the non-wire 
segment of the bra industry.

New Ventures:

Hanes Corporation each year budg­
ets some $2 million for basic con­
sumer research and an additional $3 
million on the development of new 
branded products. Emphasis is placed 
on ventures which are appropriate 
for mass-merchandisers and show 
potential for a 15% after-tax return 
on investment. The Corporation is

especially interested in ventures 
which can benefit from direct-to-store 
delivery. Exploration of new venture 
opportunities is undertaken with the 
full realization that not all programs 
tested will be successful and that 
products which merit national rollout 
will take considerable time to return 
a profit.

The Corporation’s current new ven­
ture activities include Feet First Soxx, 
a line of family socks designed for 
sale through food and drug stores, 
which was introduced into limited test 
markets in June, 1976. Consumer 
reaction to date has been favorable, 
but further test marketing will be 
required before the line's long-term 
viability can be assessed.

In February, 1976 Hanes Corporation 
introduced into test markets U.S. Male, 
a brand of men’s and boys’ under­
wear designed for sale through food 
and drug stores. While the product 
was well received by consumers who 
tried it, the test indicates the present 
marketing program will not overcome 
a low incidence of underwear pur­
chases in these outlets. For the pres­
ent, U S Male has been withdrawn 
from test markets to allow reevalua­
tion of the marketing approach.

Also being reevaluated is a L'eggs 
Panties program for food and drug 
outlets which was withdrawn from 
test in early 1976.

Mail Order:

Hanes Corporation is proceeding 
with the orderly development of mail 
order sales of such products as 
L'eggs Nurse White and Better Than 
Panty Hose which are not offered 
through normal distribution channels. 
In 1976 mail order sales reached 
$5 million.
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20.0%

L'eggs Share of Total 
Hosiery Market

Hanes Corporation's L ’eggs brand 
was first introduced in 1970 I, is 
now the nation's largest selling brand 
of women's hosiery L'eggs is sold 
primarily through food and druq 
outlets

L'eggs Sneer Energy, introduced 
nationally in 1975. in 1976 had 36% 
of the support panty hose market.

A primary key to L eggs' success is 
its unique direct-to-store delivery 
system which utilizes Hanes Corpo­
ration's own vehicles and personnel 
Careful monitoring of purchase 
patterns at each L ’eggs display 
assures that its products are con­
sistently available in the styles, 
colors and sizes consumers desire.
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Bali Share of the Department 
and Specialty Store Market

Hanes Corporation's Bah bras are 
carefully fitted garments sold in the 
upstairs foundation departments of 
better stores

Budgeted increases in Bali's media 
advertising for 1977 will place it 
among the top three advertised bra 
brands in the nation

Bah swimwear, also sold through the 
upstairs foundation departments of 
better stores, offers consumers 
superior fashion, fit, and size 
flexibility.
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Total Hosiery Market
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I Hanes brand is the nation's largest 
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Ten-Year Summary
Hanes Corporation and 
Consolidated Subsidiaries

(In Thousands of Dollars Except for Share Amounts)

Net sales ..........................................................................................
Gross profit ......................................................................................

As percent of s a le s ....................................................................
Advertising expenses ....................................................................
Selling, administrative and miscellaneous e xp e n se ...............
Interest expense .............................................................................
Earnings before taxes and w r ite -o ff ...........................................
W rite-off of g o o d w ill.......................................................................
Earnings before income taxes and extraordinary i te m ...........
Provision for income ta x e s ............................................................
Effective tax r a te ..................................................... .......................
Earnings (loss) before extraordinary i t e m ................................

As percent of s a le s .....................................................................
Extraordinary item—net of applicable taxes ............................
Net earnings ( lo s s ) .........................................................................

Primary earnings (loss) per common share
From operations .........................................................................
Extraordinary item ................... .................................................

Dividend per s h a re ........................................................................
Price range of s to c k .......................................................................
Price earnings ratio at year e n d ..................................................

Current a s s e ts ................... ..............................................................
Current liabilities ...........................................................................
Working c a p ita l....................... .......................................................
Receivable turnover .......................................................................
Inventory turnover .........................................................................

Plant and equipment expenditures ...........................................
Property, plant and equipment ( n e t ) ...........................................
Total assets .................................... .................................................
Total asset turnover .......................................................................

Total funds b o rro w e d .....................................................................
Percent of total funds borrowed to e q u ity ................................
Shareowners’ e q u ity .......................................................................
Equity per common share ............................................................
Net earnings before extraordinary item as percent of equity

Common and common equivalent shares (ave rage )...............
Shareowners (at December 3 1 ) ....................................................
Employees ........................................................................................

1976 1975 1974

$372,317 $314,790 $288,765
156,294 124,861 114,579
42.0% 39.7% 39.7%

$ 58,897 $ 42,512 $ 38,167
64.088 61,189 54.425

3,684 5,241 6.448
29,625 15,919 15,539

— — (14,275)
$ 29,625 $ 15,919 $ 1.264
$ 11,190 $ 5,300 $ 5,400

37.8% 33.3% 34.8% <’>
$ 18,435 $ 10,619 $ (4,136)

5.0% 3.4% 3.5%<”
— — —

$ 18.435 $ 10,619 $ (4,136)

$ 4.50 $ 2.66 $ (1.01)(2»
— —

$ .88 $ .70 $ .62
&281/2-14% $16%-6 Vi $ 10%-6

5.9 5.4 2.5'”

$133,397 $115,076 $123,257
35,580 27,763 21,594
97,817 87,313 101,663

8.9 9.2 8.9
4.9 4.5 3.4

$ 8,669 $ 7,105 $ 6,941
53,678 53,680 57,946

188,384 170,274 183,008
2.0 1.8 1.6

$ 36.442 $ 40,333 $ 66,157
32.2% 41.4% 73.2%

$113,335 $ 97,500 $ 90,330
28.02 24.50 22.27

16.3% 10.9% 11.2%<”

4,098,495 3,998,656 4,098,003
5,679 5,952 6,100

13,774 12,745 12,381

(1) Excludmq $14.275.000 write-off of goodwill.
121 Earnings per share were $2.47 excluding $14,275,000 write-off of goodwill
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1973 1972 1971 1970 1969 1968 1967

$275,883 $244,648 $176,081 $177,138 $156,932 $145,356 $130,526
105,959 83,639 46,664 40,917 32,678 36,366 29,687
38.4% 34.2% 26.5% 23.1% 20.8% 25.0% 22.7%

$ 40,605 $ 28,369 $ 14,990 $ 10,569 $ 7,273 $ 6,935 $ 5,717
45,211 37,500 21,120 16,995 14,586 11,137 8,413

4,602 4,063 3,945 4,395 3.492 1,313 1,093
15,541 13,707 6,609 8.958 7,327 16,981 14,464

— — — — — — —
$ 15.541 $ 13,707 $ 6,609 $ 8,958 $ 7,327 $ 16,981 $ 14,464
$ 6,150 $ 5,470 $ 3,149 $ 4,458 $ 3,190 $ 8,699 $ 6,679

39.6% 39.9% 47.6% 49.8% 43.5% 51.2% 46.2%
$ 9,391 $ 8,237 $ 3,460 $ 4,500 $ 4,137 $ 8,282 $ 7,785

3.4% 3.4% 2.0% 2.5% 2.6% 5.7% 6.0%
— — $ 1,196 $ (1.055) — —

$ 9,391 $ 8,237 $ 3,460 $ 5,696 $ 3,082 $ 8,282 $ 7,785

$ 2.20 $ 1.92 $ .89 $ 1.16 $ 1.07 $ 2.13 $ 2.01
— — — .31 (.27) — —

$ .60 $ .50 $ .50 $ .50 $ 90 $ .90 $ .90
$ 18%-8 $22%-16 $23%-1314 $191/2-9’/2 $441/4-141/4 $48%-23 Vs $28%-191/2

4.1 9.4 18.0 16.4 14.1 21.0 11.6

$109,280 $ 91.108 $ 83,417 $ 73,082 $ 72,092 $ 64,985 $ 58,581
26,995 36,457 29,880 37,684 55,618 31,257 28.066
82,285 54,651 53,537 35,398 16,474 33,728 30,515

7.8 8.3 6.8 6.1 6.1 6.6 5.5
4.0 4.5 4.3 4.5 3.7 3.8 4.5

$ 7,700 $ 8,705 $ 6,561 $ 6,092 $ 8,345 $ 7,863 $ 10,970
61,662 62,310 61.634 53,486 53,691 50,206 47,524

187,056 169,662 162,799 144,880 142,091 116,521 108,416
1.5 1.4 1.2 1.2 1.1 1.2 1.2

$ 55.045 $ 47,079 $ 54,376 $ 44.679 $ 49,054 $ 23,000 $ 19,875
56.1% 51.0% 63.1% 57.7% 67.2% 31.3% 29.0%

$ 98,089 $ 92,297 $ 86,186 $ 77,452 $ 72,990 $ 73,401 $ 68,612
23.43 21.51 20.09 19.96 18.81 18.91 17.68
9.6% 8.9% 4.0% 5.8% 5.7% 11.3% 11.3%

4,273,318 4,290,518 3,880,884 3,880,884 3,880.884 3,880,884 3,880,884
5,566 5,226 6,034 4,321 3,153 2,856 3,349

14,200 13,718 13.018 10,165 10,809 11,50C 11,900
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Statements of Financial Position
Hanes Corporation and 
Consolidated Subsidiaries 
December 31, 1976 
and December 31,1975

Assets 1976 1975

Current Assets C ash......................................................................... $ 492.000 $ 2,787.000
Certificates of deposit and other

short-term investments..................................... 14.041,000 7,981,000
Trade accounts receivable, loss allowances of

51,737,000 in 1976 and $1,812,000 in 1975 . .. 41,752,000 34,234.000
Inventories—Note A:

Finished products ............................................ 49.016.000 44,494,000
Products in process ......................................... 18.728.000 14,930,000
Materials and supp lies..................................... 9.000,000 10,050.000

76.744,000 69,474.000
Prepaid expenses.................................................. 368.000 600,000
Total Current Assets 133,397,000 115,076,000

Investments and Other Assets 1.309.000 1,518.000

Property. Plant and Equipment— Note A L an d ......................................................................... 1,251.000 1,246 000
Buildings ................................................................. 44.129.000 42,446.000
Machinery and equipm ent................................... 75.815,000 73.802.000

121,195,000 117,494 000
Less accumulated depreciation........................... 67,517,000 63.814,000

53.678,000 53,680.000

$188,384,000 $170 274 000
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Liabilities and Shareowners'Equity 1976 1975

Current Liabilities Trade accounts payab le ...................................
Accrued expenses ..............................................
Taxes on incom e................................................
Current portion of long-term debt ..................
Total Current Liabilities

$ 16,518,000 
11,572,000 

. . 5,077,000
2,413.000 

35,580,000

$ 11,867.000 
11,020,000 
3,976,000 

900.000 
27,763.000

Long-Term Debt Less portion classified as current 
liability—Note B .............................................. 34,029,000 39.433,000

Other Liabilities Deferred income ta x e s ...................................... 3,913.000 3.808.000
Deferred compensation and other liabilities 1,527,000 1.770.000

Shareowners' Equity Common Stock, par value $1 per share:
Authorized 20.000.000 shares
Issued 4,044,481 shares in 1976 and 4.291,517 

shares, including 312,300 shares in
treasury, in 1975 .....................................  4,044,000 4.292,000

Additional paid-m capital ............................... 10.822.000 10,768.000
Retained earnings—Note B ............................. 98.469,000 85.207,000

Less cost of Common Stock in treasury........
113.335.000 100,267,000

2,767.000
Total Shareowners' Equity 113.335.000 97,500,000

$188,384,000 $170.274 000

See notes to financial statements
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Statements of Earnings
Hanes Corporation and 
Consolidated Subsidiaries 
Years ended December 31. 1976 
and December 31, 1975

1976 1975

Earnings From Operations Net sales ...............................................
Cost of products s o ld ...........................

Advertising and promotion expenses . . 
Selling and administrative expenses . .

Earnings from operations....................

$372,317,000
216.023.000
156.294.000
58,897,000
64.960.000

123,857,000
32,437,000

$314,790,000
189,929,000 
124,861,000 
42,512,000 
57,905.000 

100 417,000 
24.444,000

Earnings Before Income Taxes Other income (expenses):
Interest expense ...............................
Miscellaneous-net—Note F ..............

(3,684,000)
872,000

(5,241,000)
(3,284,000)

Earnings before income ta xe s .............. 29,625,000 15,919,000

Income Taxes Provision for income taxes—Note D:
Currently payable ..............................
Deferred...............................................

Total income ta x e s .................................

11.085.000
105,000

11,190.000

7,095,000
(1,795,000)
5,300,000

Net Earnings Net earnings............................................. $ 18.435.000 $ 10,619,000

Earnings Per Share Earnings per share—Note H:
Prim ary.................................................
Fully d ilu te d .........................................

$4.50
$4.42

$2.66
$2.66

Statements of Shareowners' Equity
Hanes Corporation and
Consolidated Subsidiaries
Years ended December 31, 1976 
and December 31, 1975

Common
Stock

Additional
Paid-In
Capital

Retained
Earnings

Treasury
Stock Total

Balance at January 1,1975 . . $4,292,000 $10,768,000 $77,390,000 $(2,120,000) $ 90,330,000
Net earnings ........................................................ 10.619,000 10,619,000
Cash dividends—$.70 per sh a re ......................... (2,802,000) (2,802,000)
Purchase of Company's Common S to c k .......... (647.000) (647,000)

Balance at December 31,1975 . . 4,292.000 10,768,000 85,207.000 (2,767,000) 97,500.000
Net earnings ........................................................ 18,435,000 18,435,000
Cash dividends—$ 88 per share ........................... (3,546,000) (3,546,000)
Issuance of 65.264 shares of Common Stock

upon exercise of stock op tions ....................... 65,000 881,000 946,000
Retirement of Common Stock in treasury............ . . (313,000) (827.000) (1,627,000) 2,767.000

Balance at December 31,1976 $4,044,000 $10,822,000 $98 469.000 $ ____ $113,335,000

See notes to financial statements
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Statements of Changes in Financial Position
Hanes Corporation and
Consolidated Subsidiaries
Years ended December 31. 1976
and December 31,1975

1976 1975

Sources of Funds Net earnings ...................................................... $18,435,000
Add (deduct) items not affecting working capital

in the current period
Provision for depreciation................................ 7,986,000
Provision for loss on disposal of

excess fac ilities ............................................  —
Provision for deferred income taxes............... 105,000
Amortization of debt discount and expense . 190.000

$ 10,619.000

Funds Provided From Operations 26,716,000

Proceeds from property items sold, less gains . . 685,000
Long-term borrowings ............................................ 10.000.000
Proceeds from issuance of Common Stock .. 946.000
Changes in other assets and liab ilities...................  (59,000)

Total Funds Provided.............................................. 38,288.000

8,332,000

2,554.000
(1,795.000)

190,000

19,900,000

1,289,000

148,000

21,337,000

Uses of Funds Cash dividends p a id ................................................  3,546,000
Additions to property, plant and equipment . 8,669,000
Reductions of long-term d e b t.................................  15.569,000
Purchase of Company's Common S tock ...............  —

Total Funds Used ................................................  27,784,000

Increase (Decrease) in Working Capital $10,504,000

2.802.000
7,105.000

25,133.000 
647 000

35 687 000

$(14,350,000)

Changes in Working Capital Increase (decrease) in current assets
Cash and short-term investments............. $ 3,765.000
Trade accounts receivable.................................  7,518,000
Inventories ............................................................  7,270,000
Prepaid expenses................................................  (232,000)

18,321.000
Increase (decrease) in current liabilities:

Trade accounts payable...................................... 4,651,000
Accrued expenses................................................  552,000
Taxes on incom e..................................................  1,101,000
Current portion of long-term d e b t.......................  1,513.000

7,817,000

Increase (Decrease) in Working Capital $10,504,000

$ 4,106,000 
1,879,000 

(14,311,000) 
1415.000

" (8,181 000)

3,921,000
1,193,000
1,912,000
(857 000) 

6.169 000 

$(14,350,000)

See notes to financial statements
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Notes to Financial Statements

Note A—Summary of Accounting Policies

Principles of Consolidation, The consolidated financial statements include the accounts of all wholly-owned subsidiaries. 
Significant intercompany accounts and transactions have been eliminated Investment in a 51%-owned company whose opera­
tion is unrelated to the Company is accounted for by the equity method.

Inventories, inventories are stated at the lower of cost (first-in, first-out method) or market.

Property and Depreciation. Land, buildings, machinery and equipment are carried at cost Depreciation is computed 
principally by the straight-line method for financial reporting and accelerated methods for tax reporting. Leasehold improvements 
are being amortized on a straight-line basis over the life of the leases or the useful life of the improvements, whichever 
is shorter.

Debt Discount and Expense. Debt discount and expense incurred in connection with the issuance of long-term debt have been 
deferred and are being amortized by the bonds outstanding method as charges to income over the life of the debt.

Research and Development. Research and development costs related to both present and future products are charged to 
operations as incurred.

Advertising and Promotion. Advertising and promotion costs are charged to operations as incurred

Income Taxes. Deferred income taxes are provided for timing differences between financial and tax reporting 
principally relating to depreciable assets.

The earnings of subsidiaries, from operations and qualified investments in Puerto Rico, are not subject to United States income 
taxes. These earnings are not subject to Puerto Rican taxes except to the extent paid out as dividends, and then at rates 
to a maximum of 10%. There is no present intent to pay such dividends and no tax has been provided. The cumula­
tive amount of undistributed Puerto Rican earnings was approximately $19.000,000 at December 31, 1976.

Investment tax credits are accounted for by the flow-through method.

Note B— Long-Term Debt

Long-term debt at December 31, 1976 and 1975 is summarized below.
1976 1975

Bank loans ( 1 ) ................................................................... $ —  $14,000,000
Insurance company notes

8 ’/z% (2 ) .......................................................................  24.226.000 24,061,000
10%% (3 ) ....................................................................... 10.000,000 -

Mortgage note, interest at 63/b%, maturing in annual
installments of $198,000, including interest, to 1996. 
collateralized by deed of trust on manufacturing
and warehouse facility in Jersey City, New Jersey . . . 2,195.000 2,251,000

O th e r................................................................................  .............21,000 21000
36.442.000 40,333,000

Less portion classified as current lia b ility .................. 2,413.000 900.000
$34,029,000 $39,433 000

(1) During 1976 the Company canceled its $34 million bank line for revolving credit and term loans and established a
$15 million short-term seasonal credit line bearing interest at the prime rate. The Company had no bank borrowings as of 
December 31, 1976.

(2) Principal amount of $25,000,000 less unamortized discounts of $774 000 and $939,000 at December 31,1976 and 1975, 
respectively. Annual payments of $2,500,000 are required from 1977 to 1986

(3) On June 25, 1976 the Company executed an agreement with two insurance companies to issue notes totaling $20,000,000 
Notes for $10 000.000 were issued in June 1976. and the remainder are to be issued in December 1977. A commitment 
fee of 1% per annum is payable on the unused funds. The aggregate borrowings are to be repaid in annual 
installments of 5% in 1979 and 1980, and 9% thereafter through 1990

Maturities of long-term debt, net of unamortized discounts, during the five years ending December 31, 1981 are as follows; 
1977—$2,413,000; 1978-$2,429,000; 1979-$2,949,000; 1980—$2,971,000, and 1981-$3,392,000

Among other things, the agreements relating to the above long-term financing place certain restrictions upon further 
borrowings, leases, sale of assets and the payment of cash dividends and require a minimum amount of working capital and 
net worth. Retained earnings free of such restrictions at December 31. 1976 and 1975, amounted to $17,022,000 
and $7,247,600, respectively.
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Note C— Pension Plans

The Company and certain subsidiaries have pension plans covering all employees who qualify as to age and length of 
service. Total pension expense was $2 264 000 in 1976 and $1,659,000 in 1975. The increase in 1976 pension expense was 
primarily attributable to increased payroll costs.

The actuarially computed value of vested benefits at December 31. 1975 (the latest valuation date) exceeded the market value 
of the plan assets and accrued balance sheet liability by $1.900.000 and the unfunded prior service liability was 
approximately $8,600,000 at that date It is the Company's policy to amortize prior service costs over a 30-year period and 
to fund pension costs accrued

Note D— Income Taxes

The reasons for the difference between total tax expense and the amount computed by applying the statutory federal 
income tax rate of 48% to earnings before income taxes are as follows:

1976 1975

48% of pre-tax earn ings..........................................................
State and local income taxes, net of Federal tax benefit . . .  
Effect of tax benefits from subsidiaries operating in

Puerto R ic o .............................................................................
Investment tax c re d it ...................................................................
Other ite m s ..................................................................................

$14,220,000
832.000

(2.969.000)
(546.000)
(347.000)

$11,190,000

S 7,641,000 
390,000

(2.120,000) 
(600.000) 

(11,000) 
$ 5,300,000

Under exemptions expiring from 1979 to 1999. certain subsidiaries doing business in Puerto Rico are not required to pay 
Puerto Rican income taxes.

Note E— Summary of Quarterly Results of Operations (Unaudited)

The summary of unaudited quarterly results of operations for the year ended December 31.1976 is included in the Financial 
Review section of this Annual Report

Note F— Other Miscellaneous Expenses

Included in other miscellaneous income and expenses for 1975 are provisions for losses of $4,441,000 ($2,188,000. or 
55c per share, net of tax benefits) relating to disposal and relocation of facilities These losses resulted from excess leased 
New York office space ($1.353,000). provision for disposition of Bali's New Jersey distribution center ($1,500,000), 
closing of a knitwear plant in North Carolina ($919,000), and relocation of two distribution centers ($669,000).

Note G— Capital Stock

The Company has a 1967 qualified stock option plan under which options may be granted for 200,000 shares of Common Stock. 
The option price is the fair market value of the shares at the date of grant Options become exercisable in cumulative 
annual installments of 33'/3 % commencing one year from the date of grant and expire five years after the date of grant

The Company also has a 1974 stock option plan under which options may be granted for an additional 200,000 shares of
Common Stock. The option price at which shares may be purchasea shall be not less than 85% of the fair
market value of such shares at the date of grant Options become exercisable in cumulative annual installments of 331/3%
commencing one year from the date of grant and expire five years after the date of grant Option activity for 1976
and 1975 is summarized as follows

___  1967 Plan _________ 1974 Plan________
Shares Price per Share Shares Price per Share

Options outstanding January 1, 1975 .......... . . . .128.967 S 8.75 to $21 13
Granted ............................................................ . . . . — 32,150 $ 7.88
Cancelled or exp ired ....................................... . . . . (48.862) $ 9 19 to S21 13 (1.450) $ 7.88
Options outstanding December 31. 1975 . . . . . . . 80.105 $ 8 75 to $21.13 30,700 $ 7.88
Granted ............................................................. . . . . 57.800 $19.38 —
Exercised .......................................................... . . . . (56.166) S 8.75 to $21 13 (9,098) $ 7.88
Cancelled or expired ..................................... . . . .  (1,916) $ 9 19to $16 19 (3.168) S 7.88
Options outstanding December 31. 1976 . . . . . . 79.823 S 8.75 to $19 38 18,434 $ 7.88
Shares available for grant—

December 31, 1975 ..................................... . . . .118,360 169.300
December 31. 1976 ..................................... . . . 62.476 172,468

Options exercisable—
December 31, 1975 ...................................... . . . . 51,103 —
December 31, 1976 ..................................... . . . 13,089 1,102

Warrants issued with the insurance company notes provide for the purchase of 284,088 shares of the Company’s Common 
Stock at S17.74 per share, subiect to adjustment at any time up to and including March 1. 1980.
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Note G— Capital Stock (Continued)

The charter of the Company authorized 200.000 shares of Preferred Stock at $100 par value and provides for the 
Board of Directors to fix the preferences, limitations and relative rights of these shares

Note H— Earnings Per Share

Earnings per share are based on the weighted average number of common shares and common share equivalents outstanding 
Warrants and stock options are considered common share equivalents In 1975. both warrants and options were antidilutive

Subsequent to December 31, 1976, one insurance company stated its intention of exercising warrants in 1977 (see 
Note G) for the purchase of 194.567 shares of the Company’s Common Stock If such warrants had been exercised as of 
January 1,1976. primary earnings per share in 1976 would have been approximately $4.36

Note I— General Effects of Inflation (Unaudited)

Production costs have tended to rise in line with the general price-level, but the Company has been able to maintain its gross 
margins both by sales price increases and implementation of manufacturing efficiencies The Company estimates inventories 
could be replaced for 2% more than December 31, 1976 book values.

The impact of inflation over a number of years has resulted in the estimated replacement cost of productive plant and 
equipment being 62% higher than original cost This cost could be offset in whole or in part by technological improvement 
and design changes which often increase the productivity and efficiency of new plant and equipment.

Reference is made to the Company’s annual report on Form 10-K (a copy of which is available on request) for additional 
quantitative information with respect to the estimated replacement cost of inventories and plant and equipment at December 31, 
1976. and the related estimated effect of such costs on cost of products sold and depreciation expense for the year then ended.

Note J— Leases

Total rental expense for all leases amounted to:
Minimum rentals .....................................................................
Sublease incom e.....................................................................

1976 1975
$6,939,000 $6,497,000

(795.000) (893000)
$6,144,000 $5,604,000

The future minimum rental commitments as of December 31, 1976 for all noncancellable leases are as follows:

Data Processing
Real and Sublease

1977 ............
Total

$ 4.722.000
Estate

$ 2,662,000
Other Equipment 

$1.396.000
Vehicles

$1,339,000
Rentals 

$ (675.000)
1978 ............ 4.046.000 2,215,000 1.342.000 1.011.000 (522 000)
1979 ............ 3,346.000 1,947.000 1,186.000 503.000 (290.000)
1980 ............ 2,025.000 1.726,000 390.000 160.000 (251.000)
1981 ........ 1,322,000 1.519,000 — 5.000 (202.000)
1982-1986 .. 5,015.000 5,395.000 — — (380.000)
1987-1991 .. 1,166.000 1.166.000 —

S21.642.000 $16,630,000 $4,314,000 $3.018 000 $(2,320,000)

The impact on net earnings if financing leases had been capitalized was immaterial for 1976 and 1975.

Report of Ernst & Ernst, Independent Auditors

To The Board of Directors. Hanes Corporation 
Winston-Salem. North Carolina

We have examined the statements of financial position of Hanes Corporation and Consolidated Subsidiaries as of December 31, 
1976 and December 31. 1975. and the related statements of earnings, shareowners' equity and changes in financial position 
for the years then ended Our examinations were made in accordance with generally accepted auditing standards and. 
accordingly, included such tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the financial position of Hanes Corporation and 
Consolidated Subsidiaries as of December 3,, 1976 and December 31. 1975. and the consolidated results of their operations 
and changes in the'r financial position for the years then ended, in conformity with generally accepted accounting principles 
apphed on a consistent basis.

Winston-Salem, N C 
February 11, 1977

FE
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General Offices
2000 West First Street
Post Office Box 5416
Winston-Salem, North Carolina 27103

Accountants
Ernst & Ernst
2015 Wachovia Building 
Winston-Salem, North Carolina 27101

Operating Units
L eggs Products, Inc.
Joseph F. Neely, President

Hanes Hosiery, Inc.
Philip R. Currier, President

Hanes Knitwear
David E. Harrold, President

The Bali Company, Inc.
Terry L. Johnson, President

Pine State Knitwear Company 
Lindsay Holcomb, Jr., President

Transfer Agent and Registrar
Wachovia Bank & Trust
Company, N.A.
Winston-Salem, North Carolina 27102

Exchange Listing
New York Stock Exchange 
(Ticker Symbol "HNS")

Stock Activity and Dividend

Hanes Corporation's Common Stock is traded on the New York Stock 
Exchange. A summary of price ranges and dividends by quarter as reported is 
shown below:

1976 1975
Price Price

Range Dividend Range Dividend
First Quarter $23%-14% $.19 $ 87/e- 6% $.17
Second Quarter 2814-211/4 .19 11 - 8% .17
Third Quarter 25%-18% .25 125/8-10’/4 .17
Fourth Quarter 26%-18% .25 163/8-10y2 .19
Year 28%-14% $.88 163/e- 61/. $.70







Financial Highlights 1974 1973

Net Sales ............................................................ $288,765,000 5275,883,000
Earnings Before Write-off of G oodw ill.............. $ 10,139,000 $ 9.391,000
Write-off of Goodwill ......................................... (14,275.000)
Net Earnings (Loss)........................................... $ (4,136.000) $ 9,391,000

Per-Shareof Common Stock
Earnings BeforeWrite-off of G oodw ill.............. $ 2.47 $ 2 20
Write-off of Goodwill ......................................... (3.48)
Net Earnings (Loss)........................................... $(1.01) $ 2.20

Shareowners'Equity at December 3 1 .............. $22.27 $2343
Cash Dividends P a id .......................................... .62 60

The Annual Meeting of Shareowners will convene at W a rn , Tuesday, April 2 2 .1975, 
in the Hanes Auditorium in Salem College's Fine Arts Center, 500 Salem Avenue, S.E., 
Winston-Salem, North Carolina

A copy of Hanes Corporation's Annual Report to the Securities & Exchange Commission 
(Form 10-K) may be obtained by writing to the Vice President—Finance, Hanes Corporation, 
Winston-Salem, N.C, 27103.
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To Our Shareowners:

Hanes Corporation had a record 
performance in 1974 Sales were the 
highest in its history and at $289 
million, were 5% higher than 1973. 
Operating earnings were also the 
highest in the Company’s history — 
they were $10 1 million which was 
8% over 1973.

At the end of 1974. it was decided 
to write off all goodwill items from 
the Company’s balance sheet This 
write-off totalled $14 275 000 and 
caused the Company to report a net 
loss of $4 136 000 for the year Since 
the goodwill items written off were 
not tangible assets the write-off had 
no impact on the Company's general 
financial strength, its cash flow, or 
taxes paid The write-off recognized 
that in today’s economy apparel 
companies do not command market 
values higher than their net tangible 
assets At the end of 1968 for 
example. Hanes Corporation stock 
was selling at 21 times earnings 
and at twice its book value Now the 
stock sells at 3 times 1974 operating 
earnings and at one-third its book 
value In that context, it seemed 
inappropriate to continue to reflect 
some $14 million cf goodwill on the 
Company's balance sheet Conse- 
guently. the goodwill (the difference 
between the purchase price and 
net tangible assets) associated with 
the acguisitionof The Bali Company, 
Inc in 1969 and 1971 and the Pine 
State Knitwear Company in 1968 
was written off

Details of the year’s operations are 
contained elsewhere in this report. 
However it should be recognized 
that Hanes Corporation continues to 
be primarily a women’s hosiery 
company, deriving 65% of its sales 
and an even larger percent of its 
profits from that one product cate­
gory. 97% of all hosiery sales were 
made in the Company s own brands 
which were led by L eggs and Hanes 
As a group. Hanes Corporation s 
brands increased their share of the 
total hosiery market from 19% in 
1973 to 22% in 1974 (based on 
dollar sales reported by Market 
Research Corporation of America)
2

20% of Hanes Corporation's sales are 
in men's and boys'underwear, and 
8% are in bras The Company s share 
of these markets remained constant 
in 1974

During the year Hanes Corporation 
continued its efforts to carve out a 
unique position in the apparel indus­
try through the application of 
disciplined consumer goods market­
ing techniques Some of these 
techniques are explained in more 
detail in another section of this report

Two key financial ratios are indicative 
of Hanes Corporation’s approach 
The first is gross margin, which rose 
from 38 4% in 1973 to 39 7% in 1974 
In spite of inflationary cost increases, 
the Company was able to increase 
its gross margins by selling more of 
its more profitable brands and by in­
creasing its sales through its own dis­
tribution (versus distributor) systems

The second key factor is the amount 
of advertising and promotion Hanes 
Corporation puts behind its apparel 
brands In 1974. this figure was 13% 
of sales, or $38 million This puts 
Hanes Corporation in the top sixty 
consumer advertisers in the country 
and is substantially higher than any 
other apparel manufacturer

While total sales for the 1974 year 
were higher than any preceding year, 
they began to weaken noticeably in 
the final quarter Although consumer 
purchases were flat or down slightly, 
orders from retailers and whole­
salers dropped dramatically This 
same pattern is continuing in 1975 
and has led management to conclude 
that earnings from operations in 1975 
will be lower than 1974 How much 
lower is dependent upon when sales 
turn back up Obviously, if the con­
sumer keeps buying at. or close to, 
her past levels (and through Decem­
ber. she has), retailers must even­
tually run out of stock and will have to 
reorder These reorders will enable 
the manufacturer, first, to reduce his 
inventories and. second, to resume 
more normal manufacturing levels.

In the meantime Hanes Corporation

has implemented a number of 
stringent cut backs in operating 
expenses and in production sched­
ules. In spite of these reductions, 
the Company's profitability remains 
highly sales-sensitive When normal 
sales levels are reached, previous 
profitability levels will return Based 
upon market and economic intelli­
gence received to date, sales 
resurgence is not so much a question 
of " i f " but of when."

The last half of 1974 and 1975 to date 
have been difficult times for all 
employees of Hanes Corporation 
regardless of their level of responsi­
bility Work schedules have gyrated 
widely, and there have been numer­
ous ad|ustments to new ways of 
doing things Throughout it all. there 
pervades a determination to see 
that the Corporation weathers the 
present difficulties and emerges even 
stronger To this end. we welcome 
two new outside Directors to our 
Board Rogers Carlson, Senior Vice 
President of Crown Zellerbach 
Corporation, who has extensive 
experience in consumer goods mar­
keting; and Robin L Hinson. Senior 
Vice President and General Counsel 
of Cameron Financial Corporation, 
who was formerly Vice President and 
General Counsel of Hanes Corpora­
tion. Simultaneously we recognize 
the contributions and regret the 
loss of Directors Betsy Blackwell and 
Harold Krensky who will not be 
standing for re-election

In summary. I feel every stockholder 
should recognize the basic strengths 
that led to the accomplishments 
of 1974 Because of these strengths, 
stockholders should be reassured 
that Hanes Corporation will emerge 
from the present economic situation 
in good condition to capitalize upon 
its long-term future opportunities

Cordially.

President and 
Chief Executive Officer



Operating Review

1974 was a year of continued appli­
cation of consumer goods marketing 
techniques to the Company's apparel 
products It was also a year of fre­
quent adiustments of plans and 
strategies to a rapidy changing eco­
nomic and competitive environment.

HOSIERY—In a year when total U S 
hosiery sales were stagnant, Hanes 
Corporation's 1974 hosiery sales 
were up 8” o and accounted for all of 
the Company's sales growth Accord­
ing to Market Research Corporation 
of America (MRCA). total U S. 
consumption of hosiery in 1974 was 
up3% inunits but down3% indollars. 
Growth in the unit consumption of 
hosiery was due to increases in knee 
high hosiery and support pantyhose

The overall growth in Hanes Cor­
poration's hosiery sales came from 
L eggs which increased 13% and 
Hanes, which increased 6% Sold 
primarily in supermarket and drug 
stores L eggs continues to be the 
largest seller in the United States; 
and Hanc , is the Number 1 seller 
in department and specialty stores

Most of the growth of L eggs was the 
result of Sheer Energy, a light sup­
port pantyhose introduced in test 
market in the fall of 1972. and of Z eggs 
knee highs introduced in the spring 
of 1974 National rollout for Sheer 
Energy was completed with the 
opening of the New York market in 
August 197-1 National rollout of 
Leggs knee highs was also com­
pleted in the fail of 1974 Sheer 
Energy is now the largest selling 
support hose in the United States and 
accounts for over 20% of total 
support sales (according to MRCA)
L eggs knee highs are now the largest 
selling brand of knee highs in drug 
stores and supermarkets

The Hanes brand sales increased 
primarily because of a change in its 
distribution The direct distribution 
to retailers of the Hanes. Beaut , Mist 
and May Queen brands was in­
creased from 35% to60% of the 
country during 1974

Beauty Mist. Today'sGirl, 1st to Last, 
and May Queen hosiery brands had 
total sales of S21 million They 
accounted for about 3% of total U S. 
hosiery sales (MRCA figures).

The Corporation's private label 
hosiery sales decreased in 1974 
Because private label volume gives 
stability to the hosiery manufacturing 
operation renewed emphasis will 
be placed on this area in 1975.

UNDERWEAR-During the first 
quarter of 1974, sales of Hanes men’s 
and boys' lightweight underwear 
were 11 % higherthan the first 
quarter of 1973 In the fourth quarter 
of 1974 sales were 47% behind the 
same quarter of 1973 The higher 
sales in the first quarter were caused 
by distributor and retail inventory 
buildup in anticipation of higher 
prices The fourth quarter drop in 
sales resulted from inventories being 
reduced by retailers and distributors 
due to the high cost of money and flat 
consumer sales Consumer purchases 
of men's lightweight underwear 
remained constant between 1973 
and 1974 and Hanes'share of this 
market also remained constant a, 
approximately 11 % (MRCA figures)

Production of underwear was 
increased in the first part of 1974 to 
satisfy the increased demand As 
sales decreased, inventory built 
rapidly. In September, production 
was reduced to 60‘ of capacity in an 
effort to keep inventories in line

Although underwear sales were down 
slightly for all of 1974, profits were 
up over 1973 because of improved 
manufacturing efficiencies and 
price increases

MEN'S SWEATERS AND KNIT 
SHIRTS Demand was strong for 
both the Pme State and private label 
sweaters Salesof sweaters exceed 
ed S7 million for the first time. Sales 
volume of Hanes knit shirts increased 
to $4 million Profits on both sweaters 
and shirts increased in 1974

BRAS—Although total industry sales 
were down 7 6 in 1974, Bah sales

declined only 4% (MRCA data on 
consumer purchases) Bah continued 
to be the largest selling bra brand 
in foundation departments of 
better stores

Bra profits were adversely affected 
by the new Sensuale line This 
lower-priced fashion merchandise 
added less than expected sales 
volume and led to excessive inventory 
write-downs and manufacturing 
inefficiencies

MANUFACTURING- During 1974 
$4 million was spent on replacement 
and modernization of manufacturing 
equipment This investment plus 
methods improvements led to im­
proved productivity Sales per 
employee increased 20% and 
sales per dollar of fixed assets 
increased 11%

ADJUSTING PLANS—The rapidly 
changing economic and competitive 
situation caused many changes 
from Hanes Corporation s original 
1974 plans

When it was realized that sales 
were not going to increase as 
much as budgeted, planned ex­
penditures for advertising and 
promotion were reduced S7 million

As sales came in lower than 
budget, controlling inventories 
became a mator problem During 
the year, it became necessary to 
reduce production below normal 
capacity in hosiery, underwear, 
and bras.

Test marketing of new products 
scheduled for late 1974 was post­
poned. Economic uncertainty 
increased the risk associated with 
these new ventures and decreased 
the proiectabihty of test market 
results.

Tnenanv nownm/.- j  s are trademarks 
' the operating units ol Han .Corporation
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Since its future is directly tied to the apparel industry Hanes Corporation is developing 
a stronq group of brand names for its products by application of disciplined consumer 
marketing techniques

An effective marketing program rests upon an understanding of the ultimate consumer's 
specific needs In 1974 Hanes Corporation spent more than $1 5 million researching 
consumer needs and identifying ones that were not being satisfactorily fulfilled The following 
case history demonstrates the importance of research activities to Hanes Corporation.

Sales of pantyhose are 34% lower in summer than in winter and it was generally assumed 
that women preferred to go bare-legged during warm weather Hanes had professional 
market researchers conduct in-depth interviews with several hundred women to probe 
the problem, and the results were surprising Women said in fact they did want to continue 
to wear pantyhose during the summer months, but regular pantyhose were too hot 
and uncomfortable

As a result of these interviews Summer Sheer was developed as an extension of the Hanes 
hosiery brand It is a pantyhose produced by a special knitting process that provides 
coolness to the legs and is sheer from toe to waist Consumer test groups said it definitely 
felt cooler than regular pantyhose and gave the dressed-up look they desired

With this qualitative information in hand, there remained the question of whether 
Summer Sheer would be purchased by large numbers of consumers It was test marketed 
from May to August 1974, in Baltimore New Orleans. Houston, and San Diego Television 
advertising introduced the product to consumers Hosiery departments in stores were 
furnished with specially designed display trees decorated with cool, pastel-colored 
Summer Sheer packages.

By late summer the results were in Consumers had been attracted to buy. Stores had 
add-on business in a normally slow selling season Hanes hosiery was introduced to 
new customers Test market results proved that a negative consumer attitude could be 
turned into a positive advantage—simply by asking the consumer what she wanted and 
giving her a product that met her needs Summer Sheer will be marketed nationally in 1975

Consumer research has played a ma|or role in the success of most of Hanes Corporation's 
branded products The L 'eggs hosiery program was developed after research done in 
1968 showed that women would buy more of their hosiery in supermarkets if these 
outlets had a trusted national brand that was consistent in quality and always in stock 
Because L eggs fills these identified needs, it nasenioyed dramatic growth and accounted 
for 40% of Hanes Corporation's sales in 1974

However, consumer needs do not remain static Market research showed that knee high 
hosiery grew from 3% of the market in 1972 to 9% in 1973 Interviews with L eggs 
users indicated that they liked knee high hosiery to wear under pants and they wanted 
a knee nigh that had a more comfortable elastic band As a result. L eggs added a 
knee high style with a wider, less binding elastic band Knee highs were introduced into 
test markets in the spring of 1974 and now account for 25% of L eggs' unit sales
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The process of communicating with the consumer is a key element in Hanes Corporation's 
marketing approach Knowing what the consumer wants and having the product to fill 
those wants are not enough The product story must be effectively communicated to the 
prospective purchaser

In 1974 Hanes Corporation spent $38 million communicating to its markets $23 million 
was spent on media advertising. $12 million on sales promotion, and $3 0 million on point 
of sales and other materials This total is significantly higher than that spent by most apparel 
companies, and the ratio of spending to sales is roughly comparable to cigarette, soap, 
and cosmetic companies

The most prominent element of any communications program is advertising Most people 
have seen at least one of Hanes Corporation's television commercials: the L eggs girl 
striding bending stooping, dancing the man in the elevator who exudes self-assurance 
because Hanes underwear makes him feel good “ all under '; a woman wearing Hanes 
hosiery Deing admired by a man in the “ Gentlemen Prefer Hanes" series: or Joe Namath's 
legs sporting Beauty Mist pantyhose

Inside the stores, point-of-sale materials- counter cards and display racks, such as the 
L'eggs boutique—reinforce the message of the TV commercials or magazine and 
newspaper ads.

The product's package is often the determining factor in the consumer's final decision to 
buy. so it, too, must communicate clearly and easily In 1974 Hanes Corporation spent 
over $ 500,000 in design and. in some cases, redesign of product packaging to enhance 
consumer communication

The L 'eggs egg was revolutionary in hosiery packaging because it not only reinforced 
the name but met other requirements of size and rigidity necessary for self­
selection selling

Packaging of Hanes T-shirts, boxer shorts, and briefs was designed and color- 
keyed for immediate recognition

Vibrant colors and contemporary design help to emphasize Hanes' position as the 
highest quality of women's hosiery

1st to Last pantyhose are packaged in a small box shaped like the number "1 “ to 
reinforce the name

Communication with the consumer is also reinforced through vrtue-added and price off 
promotions Pour pairs of L eggs for $4—normally $1 39 each- has been highly successful 
in 1974 test markets Purchasers of May Queen hosiery could buy a fold up bicycle for 
half price First prize in a Beauty Mist sweepstakes will be a tennis match with Bobby Riggs

Advertising campaigns and promotions are pre-tested for effectiveness among consumers 
New TV commercials are shown to focus groups to ge’ their reaction If results are 
positive, the commercials are run in test cities Afterward telephone calls to viewers 
determine the public's awareness of the commercial Based on information from viewers 
com m ercial are changed to improve effectiveness of their communication

Beauty Mist had the problem of relatively low recognition by the cor sumer and because 
of its size, a limited advert sing budge, The solution was the "zany" but high-impact 
television commercial showing football star Joe Namath wearing and recommending 
Beauty Mist pantyhose The commercial was shown in 1974 on the NBC Today and Tornght 
shows Consumer surveys show ed recognition of the Beauty M>st name lumped over 
100% after the Namath c nun-r i wasrun Anew television commerc ial featuring a bant' 
robber wearing a Beauty M/s, pantyhose mask will be run in 1975
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The disciplined marketing approach requires not only careful attention to planning but 
equal attention to control All branded programs at Hanes Corporation are constantly 
monitored and adjusted to meet changes in consumers' reactions

The following examples indicate the role played by this element of the marketing approach

To detect major changes in consumer attitudes toward hosiery, Hanes Corporation 
developed its own early warning system Bi-weekly telephone interviews are 
conducted with 250 women across the United States -a  total of 6.000 women each 
year The interviews are expected to detect such things as changes in the frequency 
of hosiery purchases and changes in frequency of wearing pants or dresses By 
obtaining early warning of changing forces in the market, forecasts and marketing 
plans can be altered

The need to know quickly what is being sold across retail counters has led to the 
development of two innovative systems These automatically monitor retail sales and 
indicate reorders needed to replenish merchandise in the store. The system for Bah 
bras is called AIM (Automatic Inventory Management) It has been in operation 
for two years, and nearly 60% cf Bah sales volume is on the AIM system A similar 
merchandising system for Hanes hosiery was put into key accounts in 1974 
Essentially both systems provide information on what styles, sizes, and colors 
consumers are buying This helps both the retailer and Hanes Corporation make more 
effective use of their inventories

When L eggs knee highs were put into test market in 1974 consumer purchases of 
both knee highs and regular L eggs styles were monitored If every sale of knee highs 
meant one less sale of regular L eggs, knee highs would have been an unprofitable 
trade-off Test market results however, showed that the consumer would buy knee 
highs in quantity and that knee highs were approximately 60% add-on sales for the 
L'eggs brand. Consequently L eggs knee highs were rolled-out nationally in the 
fall of 1974

Test marketing is an important tool for testing the initial reactions of consumers to a 
new product and for monitoring their continued acceptance of that product over an 
extended period of time A single test will extend at least 6 to 12 months and will cost at 
least $500,000 However Hanes Corporation considers such costs to be "investment 
spending" because the test results can be measured against predetermined goals and if 
the results do not measure up, the maior losses of a full-scale national introduction are 
avoided In 1974. Hanes Corporation spent $2 3 million on "investment spending" protects 
There are several new products currently in test market These range from women's 
hosiery products to non-hosiery apparel products for both rnen and women
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The information gathered by the monitoring process freguently leads to greater under­
standing of the consumer's wants and needs As a result, individual branded programs are 
constantly evolving. The Hanes men's underwear brand is a prime example of the 
evolutionary improvements which result from a disciplined approach to this evolution

The Hanes name has been an extremely valuable asset in men's underwear sales since the 
early days of the “ union su it '—three guarters of a century ago. But despite style changes, 
manufacturing innovations, and changes in selling technigues there had been no maior 
increases in Hanes' share of the underwear market Hanes had high brand loyalty—but so did 
its major competitors

In 1973, research was begun to determine how a breakthrough could be achieved It was 
found that, although regular Hanes underwear customers knew what to look and ask for, 
Hanes' packaging was not distinctive enough to attract the casual shopper In fact, 
the packaging was even confusing to the regular Hanes user On some packages the Hanes 
logo was too small to be noticeable: on others it was overshadowed by another name 
denoting a particular style or sub-brand All of this created clutter and made the consumer's 
purchase decision more difficult

Conseguently by 1974. the packaging of the entire Hanes line was changed All existing 
styles and sub-brands were put under the umbrella of the Hanes name. The Hanes logo 
was given prime emphasis and was placed boldly in the center of all packaging The shape 
of the garment—T-shirt athletic shirt brief boxer or thermal—was silhouetted through clear 
plastic so the product could be immediately identified Finally, all packages were 
color-keyed to further speed consumer recognition—red for 100% cotton, blue for blended 
yarns, green for thermal, black for fashion items, and gold for special athletic shirts 
After testing, the new package and coordinated display racks were ready for national 
introduction at year-end

Another example of how programs are modified because of consumer reaction can be 
illustrated by 1st to Last pantyhose. Introduced in 1973. the product was positioned 
as a durable, moderately priced pantyhose, ideal for "everyday'' use by the budget­
conscious shopper In test markets, the advertising and promotion plans were comparable 
to other major package goods brands

In follow-up interviews with consumers the logo, package, and point-of-sale displays 
were found to be too heavy and unfeminine All of these were revised to make 
them lighter and more appealing while retaining the price-value image

It was also discovered that sales of the 1 st to Last brand were highly sensitive to price-off 
promotions So spending plans were revised to emphasize promotions rather than 
advertising Markets opened since these 1974 revisions have shown improved consumer 
acceptance and sales results.
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Financial Review

The comments in the Financial Review refer to data in this section and in the 10-Year Summary of Operations on 
Pages 14 and 15.

Sales

In both 1973 and 1974. growth in total sales was attributable to sales of women's hosiery, which increased 21 % and 
8% respectively L eggs brand had the largest increases going from $75 million in 1972 to $103 million in 1973. and to 
$116 million in 1974 Comparative sales by product group are:
(In Millions)
Product Group 1974 1973 1972 1971 1970
Women's Hosiery $188 5173 5143 $110 $114
Knitwear Products 72 73 74 66 63
Foundation Garments 29 30 28 _ *

$289 $276 5245 $176 $177

* Prior to 1972, sales of foundation garments were not consolidated into Hanes 
Corporation's sales In both 1970 and 1971. foundation sales were $25 million

Gross Profit

Gross profit increased 8%, or $8 6 million, in 1974 and 27%, or $22.3 million, in 1973 These increases result from a com­
bination of higher sales and higher gross margins which rose from 34.2% in 1972 to 38 4% in 1973 and 39 7% in 1974

Margin percentages were improved bv sales mix—a larger proportion of total sales in the L eggs and Hanes hosiery 
brands—by price increases on non-hosiery products, and by higher manufacturing efficiency These improvements 
offset the impact of cost increases in labor fringe benefits, and raw materials costs For example, average cotton costs 
increased from 31c per pound in 1973 to 55c per pound in 1974 L eggs' styrene eggs rose 250%: utility costs 
rose 96%

Although most inflationary factors are expected to persist in 1975. maior raw materials costs are expected to stabilize or 
decline For example, once present commitments for cotton are consumed in the first half. Hanes Corporation will 
benefit from lower cotton prices (now 38c per pound).

Advertising and Promotion Expenses

1974 expenses were $38 2 million—a decline of $2 4 million from 1973 This reduction was made possible because the 
national rollouts of L eggs and the new Hanes hosiery programs were completed in 1973. (In 1973. advertising and 
promotion costs increased $12.2 million or 43% over the prior year)

Although advertising and promotion expenses are budgeted at $42 million for 1975 the general economic climate and 
sales performance to date dictate a conservative approach to commitments of this magnitude

Seiling. Distribution. Administrative Expenses and Other

The $9 2 million increase in 1974 and the $7 7 million increase in 1973 are primarily due to changes in distribution 
During these years the L 'eggs hosiery brand completed its move to national distribution, and the number of markets 
served by IsttoLast were increased

Also, the Hanes, Beauty Mist, and May Queen hosiery brands increased their area of direct distribution from
35% of the country at the end of 1972 to approximately 60% in 1974 The costs associated with this move were more than
offset by the mark-ups previously paid independent distributors to service these same areas.

The impact of inflation, particularly on payroll, freight, and gasoline, also had its effect

Miscellaneous items included as "other" were a loss of $3,000 in 1972, income of $680 000 in 1973and $704,000 in 
1974 The income was primarily from sales of excess assets, short-term cash investments and royalties

Write-Off of Goodwill

$14.275.000 of goodwill—cost in excess of net assets acguired—was written off in 1974 $11,064.000 related to the 
acguisitionof Bali and $3,059,000 to the acquisition of Pine State Knitwear Co The remaining $152,000 was goodwill 
from purchase of the Today's G/r/hosiery brand The write-offs were taken in recognition that these units should not
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Write-Off of Goodwill — Continued

currently be valued at more than their tangible book value These write-offs remove all goodwill from Hanes 
Corporation's balance sheet

Interest and Debt

Interest costs were up 40% in 1974 and 13% in 1973 due to higher interest rates and higher levels of borrowings 
The average interest rate paid by Hanes Corporation increased from 7 2% in 1972 to 8 9% in 1973. and to 9 9% in 1974 
Year-end debt levels increased from $47 million in 1972 to $55 million in 1973. and to $66 million in 1974 Borrowings 
have been increased to finance additional working capital to support increased sales.

Debt is expected to be reduced in 1975 by the reduction of inventories and by retained earnings It was reduced by 
$6 million in the month of January, 1975 Interest costs are expected to decline in 1975 due to lower borrowings and to 
lower rates.

Taxes

The effective income tax rate decreased from 39 9% in 1972 to 39 6% in 1973, and to 34 8% before the goodwill 
write-off in 1974 The lower 1974 tax rate resulted primarily from tax-exempt manufacturing operations in Puerto Rico 
generating a 'arger share of earnings The tax savings from tax-exempt earnings were $1,351,000 in 1973 and $1.666 000 
in 1974. Investment tax credits were $375,000 in 1973 and $350,000 in 1974

Earnings

Before the $14 3 million write off of goodwill 1974 earnings after tax were$10 1 million This was an8% increase over
1973 Net earnings increased 14% in 1973 over 1972. In 1973 and 1974. net earnings (before write-offs) increased 
because of higher sales, higher gross profit margins, and lower effective tax rates These increases were partially offset 
by higher operating expenses and interest

The $14 3 million write-off caused a $4.1 million net loss in 1974 The net loss per share was S1 01 Without the write-off.
1974 earnings per share would have been $2 47. Earnings per share were $2.20 in 1973

During 1974 Hanes Corporation purchased 130,000 of its own shares for an average price of S8 36 The effect of these 
purchases was to increase 1974 earnings per share before the write-off by five cents Hanes Corporation may continue 
to purchase its own shares as blocks become available

Receivables

Receivables of S32 4 million at year-end were down from $35.3 million in 1973. Receivable turnover increased from 
7.8 times to8 9 times in 1974

Inventories

Because sales did not materialize at expected levels, inventory turns slowed from 4 0 times in 1973 to 3 4 times in 1974 
Particularly in the latter part of 1974 manufacturing was reduced to lower than optimum operating levels Production 
cuts are being continued in 1975 and can be expected to result in lower inventories but also lower profits in the first half.

Much of the excess inventory is in the maior selling styles of underwear, hosiery, and bras Obsolete and non-selling 
inventory has been written down to realizable values In 1974 the inventory write-downs were $1,300,000, much of which 
was related to the Sensuale bra line

Consideration has been given to switching to a LIFO (last-in. first-out) method of valuing inventory The change was not 
made in 1974 because there would have been no significant tax savings

Property, Plant, and Equipment

In 1974 the net book value of Hanes Corporation's fixed assets was down from $61 7 million to $57 9 million This was 
due to capital expenditures of $6 9 million being $1 3 million less than depreciation and to $2 5million in disposal of 
assets Although not committed, capital expenditures are currently budgeted at $8 8 million for 1975

Shareowners' Equity

The $4 1 million loss, which included the write-off of $14 3 million of goodwill, in 1974 reduced total equity to $90 3 
million, or $22 27 per share, compared to $98 1 million, or $23.43 per share, in 1973
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1974 1973

Ten-Year Summary
In Thousands of Dollars Except for Share Amounts

Net sales $288,765 $275,883
Gross profit 114.579 105.959

As percent of sales 39.7% 38 4%
Advertising expenses $ 38,167 $ 40.605
Selling, distribution, administrative expenses and other 54.425 45,211
Interest expense 6.448 4.602
Earnings before taxes and write-off 15,539 15.541
Write-off of goodwill (14.275)
Earnings before income taxes and extraordinary item $ 1.264 S 15.541

As percent of sales 5.4% <’> 5.6%
Provision for income taxes $ 5.400 $ 6,150
Effective tax rate 34.8% «’> 39 6%
Earnings (loss) before extraordinary item $ (4,136) $ 9,391

As percent of sales 3.5%<’ > 3 4%
Extraordinary item—net of applicable taxes —
Net earnings (loss) $ (4.136) $ 9.391

Earnings (loss) per common share (based on 
average outstanding)
From operations $ (1.01)«l $ 2.20
Extraordinary item —
Total $ (1.01) $ 2 20

Dividend per share $ .62 $ .60
Price range of stock $ 10% -6 $ 18%-8
Price earnings ratio at year end 2.5"> 4 1

Current assets $123,257 $109,280
Current liabilities 21,594 26.995
Working capital 101.663 82,285
Receivable turnover 8.9 7.8
Inventory turnover 3.4 4.0

Plant and equipment expenditures $ 6.941 $ 7,700
Plant and equipment (net) 57,946 61.662
Total assets 183,008 187,056
Total assets turnover 1.6 1.5

Total funds borrowed $ 66.157 $ 55.045
Percent of total funds borrowed to equity 73.2% 56 1 %
Shareowners' equity $ 90.330 $ 98.089
Equity per common share 22.27 23 43
Net earnings before extraordinary item as percent of equity 11.2%<’> 96%

Common shares outstanding (average) 4.098.003 4,273,318
Shareowners (at December 31) 6.100 5.566
Employees 12.381 14,200

(1) Excluding $14,275,000 write-off of goodwill.
(2) Earnings per share were $2.47 excluding $14,275,000 write-off of goodwill.
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1972 1971 1970 1969 1968 1967 1966 1965

$244,648 $176,081 $177,138 $156,932 $145,356 $130,526 $121,221 $113,483
83,639 46.664 40 917 32.678 36.366 29 687 30.747 29.003

34 2% 26 5% 23 1 % 20 8% 25 0% 22.7% 25.4% 256%
S 28.369 $ 14.990 $ 10.569 $ 7,273 $ 6.935 $ 5,717 $ 5.498 $ 4.916

37.500 21.120 16,995 14 586 11,137 8413 6.275 6,274
4.063 3.945 4.395 3,492 1,313 1.093 670 429

13,707 6609 8.958 7,327 16,981 14.464 18.304 17.384

$ 13,707 $ 6.609 S 8958 $ 7.327 $ 16.981 $ 14 464 $ 18.304 $ 17,384
5 6% 3 8% 5.1% 4 7% 117% 111% 15.1% 15 3%

S 5.470 5 3.149 $ 4 458 $ 3,190 $ 8.699 $ 6.679 $ 8.787 $ 8.263
399% 47.6% 49 8% 435% 51 2% 46.2% 48 0% 47 5%

S 8,237 5 3460 $ 4,500 $ 4.137 5 8.282 $ 7.785 $ 9.517 $ 9,121
3.4% 2.0% 2.5% 26% 5.7% 6.0% 7.9% 8 0%

— $ 1,196 $ (1,055) — •— —
$ 8,237 $ 3.460 $ 5,696 $ 3.082 $ 8.282 $ 7.785 $ 9.517 $ 9,121

$ 1 92 $ 89 $ 1.16 $ 1 07 $ 2.13 5 201 $ 245 $ 2 31
31 (27)

5 1 92 $ .89 $ 1 47 $ 80 $ 2.13 $ 201 $ 2 45 $ 2.31
$ .50 $ 50 $ .50 $ 90 $ 90 $ 90 $ 90 $ 825
$22%-16 S225/b-13’/2 S19’/2-9’/2 $44V4-14’/4 $18%-23’/g $28%-19% $31-18% $

94 18 0 16 4 14 1 21.0 11 6 7.9

$ 90,642 $ 83,417 5 73.082 $ 72.092 $ 64.985 $ 58.581 $ 50,296 5 41,772
36.457 29.880 37.684 55,618 31.257 28 066 19,574 14.975
54,185 53.537 35,398 16.474 33,728 30.515 30.722 26 797

8.3 6.8 6.1 6.1 66 5.5 5 0 63
4.5 4.3 4.5 3.7 3.8 4.5 5.1 5 5

S 8.705 $ 6.561 $ 6.092 $ 8.345 S 7.863 $ 10.970 5 7,378 $ 6,729
62,310 61.634 53.486 53.691 50.206 47,524 42,318 39,309

169.662 162,799 144.880 142,091 116.521 108.416 95.506 84.554
14 1.2 1.2 1.1 1.2 1.2 1.3 1.3

S 47.079 $ 54.376 5 44.679 $ 49.054 $ 23.000 $ 19.875 $ 11,750 $ 8 496
51 0% 63.1% 57.7% 67.2% 31 3% 290% 18 3% 14 5%

S 92.297 $ 86.186 S 77.452 5 72.990 $ 73.401 S 68 612 $ 64,320 $ 58.447
21.51 20 09 19 96 1881 18 91 17 68 16 57 1503

8.9% 4 0% 5.8% 5.7% 11.3% 113% 14 8% 15 6%

4,290.518 3.880.884 3,880.884 3.880.884 3 880.884 3.880.884 3 887.331 3.944.632
5,226 6.034 4.321 3,153 2,856 3,349 3.241 —

13.718 13.018 10.165 10,809 11,500 11,900 10.518 10,192
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Statement of Financial Position
Hanes Corporation and Consolidated Subsidiaries 
December 31,1974 and December 31,1973

Assets 1974 1973

Current Assets
C ash ............................................................................. S 996.000 $ 1.171.000
Certificates of depos it.................................................. 5,666.000 2.872,000
Trade accounts receivable, less allowances 

o f$1 646 000 in 1974and$1 621.000 in 1973 . . . 32,355,000 35.314.000
Inventories

Finished products .................................................. 54,833.000 43,458,000
Products in process................................................ 15.433,000 12 009,000
Materials and supplies............................................ 13.519.000 14 037.000

Prepaid expenses ........................................................
83,785,000

455.000
69.504,000

419.000
Total Current Assets 123.257.000 109,280.000

Investments and
Other Assets 1.805,000 1,047,000

Property, Plant and
Equipment Land .................................................................. 1.312.000 1.531.000

Buildings .......................................................... 44.210.000 45.074.000
Machinery and equipm ent............................... 72,107.000 77.036.000

117.629.000 123 641.000
Less allowances for depreciation................... 59.683.000 61,979.000

57.946,000 61 662,000

Goodwill—Note E — 15.067.000

$183,008,000 $187,056,000
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Liabilities and Shareowners' Equity 1974 1973

Current Liabilities
Trade accounts payable .............................................
Accrued expenses.......................................................
Taxes on incom e .........................................................
Current portion of long-term d e b t...............................

$ 7.946,000
9.827.000 
2,064,000 
1,757,000

$ 14,225.000 
9.948.000 
2,736.000 

86,000
Total Current Liabilities 21,594.000 26.995,000

Long-Term Debt less portion classified as current Itabi 1 ity—Note B .. . . 64.400.000 54.959.000

Other Liabilities
Deferred income taxes.................................................
Deferred compensation...............................................

5.603.000
1.081.000

5,776.000
1,237.000

6.684.000 7,013.000

Shareowners' Equity
Common Stock, par value $1 per share

Authorized 20,000.000 shares
Issued 4.291,517 shares (including 235.800 and

105 800 snares in treasury in 1974 and 1973, 
respectively) ........................................................

Additional paid-in capital ...........................................
Retained earnmgs-Note B .........................................

4.292.000
10.768.000
77,390,000

4,292,000
10,768,000
84,062.000

Less cost of Common Stock in treasury......................
92.450,000

2.120.000
99,122.000 

1.033,000
Total Shareowners' Equity 90,330.000 98,089,000

Contingencies— Note H

$183,008,000 $187,056,000

See notes to financial statements
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Statement of Earnings
Hanes Corporation and Consolidated Subsidiaries 
Years ended December 31, 1974 and December31. 1973

1974 1973

Earnings From 
Operations

Net sales ............................................................
Cost of products s o ld .........................................

$288,765,000
174,186,000
114,579.000

$275,883,000 
169,924 000
105.959.000

Advertising and promotion expenses.............. 38.167,000 40,605.000
Selling and administrative expenses................ 55,129.000 45.891.000

Earnings from operations .................................
93,296.000
21,283.000

86496.000
19,463.000

Earnings Before Other income (deductions):
Income Taxes Interest expense............................................. (6.448.000) (4602000)

Miscellaneous—net ....................................... 704.000 680.000

Write-off of goodwill-Note E .............................

15,539.000

(14,275.000)

15.541.000

Earnings before income taxes ........................... 1,264.000 15.541,000

Income Taxes Provision for income taxes—Note D
Currently payable............................................ 5.573.000 6.321,000
Deferred (credit) ............................................ (173.000) (171,000)

Total income taxes ............................................ 5.400.000 6.150.000

Net Earnings Net earnings (loss) ............................................ $ (4.136.000) $ 9.391.000

Net Earnings (Loss)
Per Common Share $(1.01) $220

See notes Io financial statements
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Statement of Shareowners' Equity
Hanes Corporation and Consolidated Subsidiaries 
Years ended December 31, 1974 and December 31, 1973

Additional
Common

Stock
Paid-In
Capital

Retained
Earnings

Treasury
Stock Total

Balance at
January 1,1973 $4,292,000 $10,768,000 $77,237,000 $ $92,297,000
Net earnings ................................. 9,391,000 9.391.000
Cash dividends-$.6O per share . . 
Purchase of Company’s

(2,566.000) (2,566.000)

Common S to c k ......................... (1.033.000) (1.033.000)

Balance at
Decem ber 31,1973
Net loss .........................................

4.292.000 10,768.000 84.062,000
(4,136,000)
(2,536.000)

(1.033,000) 98.089.000
(4.136,000)
(2,536.000)Cash dividends—$.62 per share . . 

Purchase of Company's
Common Stock ......................... (1.087,000) (1.087.000)

Balance at
Decem ber 31,1974 $4,292,000 $10,768,000 S77,390.000 $(2,120,000) $90,330,000

See notes to financial statements
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Statement of Changes in Financial Position
Hanes Corporation and Consolidated Subsidiaries 
Years ended December 3 t . 1974 and December 31 1973

1974 1973

Sources of Funds Net earnings ( lo ss )...........................................  5(4,136.000)
Add (deduct) items not affecting working capital 

in the current period
Provision for depreciation . 8.197.000
Provision for deferred income taxes and 

deferred compensation (329.000)
Amortization of debt discount and expense 191.000
Write-off and amortization of goodwill 14.275.000
Equity in undistributed earnings of

unconsolidated subsidiary...............................  (46.000)
Funds Provided From Operations 18.152.000

Proceeds from disposal of property items sold, 
less gams 2.460.000

Long-term borrowings . 11.000.000
Changes in other assets .............................................. 55.000
Total Funds Provided 31,667.000

S 9.391,000

7.995.000

(66.000)
210.000
60,000

(18,000)
17,572.000

672.000
27.000.000

293.000
45.537,000

Uses of Funds Cash dividends p a id .............................................. 2,536,000
Additions to property, plant and equipment ..............  6.941.000
Reductions of long-term debt .. ........  1.725.000
Assets of joint venture acquired, excluding net

current assets of S813,0 0 0 ............  —
Purchase of Company s Common S tock..................... 1.087.000
Total Funds Used 12.289,000

Increase in Working Capital $19,378,000

Changes in Working Increase (decrease) in current assets
Capital Cash $ 2,619.000

Receivables (2,959,000)
Inventories 14,281.000
Prepaid expenses 36.000

13,977,000

Increase (decrease) in current liabilities
Notes payable ..........................................................
Trade accounts payable   (6,279.000)
Accrued expenses (121.000)

•••s on in c o m e .........................    (672.000)
Current portion of long-term debt 1.671.000

(5.401.000)
Increase in Working Capital 519,378,000

2,566,000
7,700,000
6.036,000

568.000 
1 033,000 

17,903.000

527,634,000

5(2.221,000)
5.686,000

14.754,000
(47.000)

18.172,000

(8.650.000)
3,471,000
1,613,000

(1.382,000)
(4,514,000)
(9.462,000)

527,634,000

See notes to financial statements
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Hanes Corporation and Consolidated Subsidiaries 
December 31. ,974

Notes to Financial Statements

Note A — Summ aryof Accounting Policies

Principles of Consolidation. The consolidated financial statements include the accounts Of all wholly-owned subsidiaries 
Significant intercompany accounts and transactions have been eliminated Investment in a 51 %-owned company whose 
operation is unrelated to the Company is accounted for by the equity method

Inventories. Inventories are,tnted at the lower of cost (first n first-out method) ormarket

Property and Depreciation. Land buildings m achinery and equipment are carried at cost Depreciation is computed 
principally by the straight-line method for financial reporting and accelerated methods for tax reporting Leasehold 
improvements are being amortized on a straight-line basis over the life of the leases or the useful life of the improvements 
whichever is shorter

Debt Discount and Expenses. Debt discount and expenses mciirn ; in connectioi with the issuance of long term debt 
have been deferred and are being amortized by the bonds outstanding method as charges to income over the life 
of the debt

Research and Development. t r< h-both present and future products are
charged to operations as incurred

Advertising and Promotion. harged to Operations 88 incurred.

Income Taxes. Deferred incom. ft rences between financial and tax reporting
principally relating to depreciable assets and inventories

The earnings of several subsidiaries operating in Puerto Rico are not expected to be subject to United States income 
taxes except to the extent paid out as dividends There is no present intent to pay such dividends and no tax has 
been provided

Investment tax credits are accounted for by the flow through method

Pension Plans. Pension costs are computed and accrued by the entry age normal method and include amortization of 
prior service costs over a 30-year period The Company s policy is to fund pension costs accrued

NoteB— Long-Term Debt

Long-term debt at December 31 1974 1973

Bank term and revolving credit loans ( 1 ) .....................
Insurance company notes (2 ) ........................................
Mortgage notes, interest at 6% % . maturing in annual

installments of S198.000. including interest, to 1996 
collateralized by deed of trust on manufacturing 
and warehouse facility in Jersey City. New Jersey

Note to former shareowner of Bah 6% interest 
maturing in 1975 .............................

Obligations under lease-purchase agreements 
and other ......................... ................. ....................

S38.000.000
23.895.000

S27.000.000
23.729.000

Less portion classified as current liability

2.303.000

1,350.000

609.000
66.157.000

1.757.000
S64.400.000

2,352.000

1.350.000

614.000
55.045.000

86.000
$54.959 000

(1) On April 24 1973 the Company executed a credit agreement with five banks for $50 000.000 revolving credit and 
term loans The initial term loans of $20,000,000 (proceeds of S15.000.000 were used to retire existing bank indebted­
ness) bear interest at 130% of prime rate, not to exceed 9 9% and mature in varying quarterly installments 
commencing June 30. 1976 to March 31 1983. with a final payment on June 30.1983 Revolving credit notes of 
$30,000,000 bearing interest at prime rate to % of 1 % over prime rate may be converted to term notes on March 31.
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Notes to Financial Statements

Note B — Long-Term D ebt— Continued

1977 These term notes will bear interest at ’/a of 1 % over prime rate and. commencing June 30. 1977. will be 
repayable as the initial term notes The Company will pay commitment fees o f '/? of 1 % on the unused amount of the 
commitments until March 31,1977 and is subiect to certain required prepayments on the loans if the Company sells 
for cash any Common Stock or convertible securities at any time prior to June 30 1977 or reaches specified levels 
of earnings thereafter

(2) Principal amount of $25,000,000 less unamortized discounts of $1.105.000 and $1.271.000 at December 31 1974 
and 1973. respectively Interest is 8 ’/2 % with required annual prepayments of $2,500,000 from 1977 to 1986

Maturities of lonq term debt during the five years ending December 31,1979 are as follows 1975- $1,757,000;
1 976 $1,221,000: 1977-$5,000,000; 1978-$5.801.000: and 1979-56 438.000

Among other things, the agreements relating to the above long-term financing place certain restrictions upon further 
borrowings, leases, sale of assets and the payment of cash dividends and require a minimum amount of working capital 
and net worth Retained earnings free of such restrictions at December 31 1974 and 1973 amounted to S3.000 000 and 
$4 690.000, respectively

Note C — Pension Plans

The Company and certain subsidiaries have pension plans covering all employees who qualify as to age ard length of 
service The total pension expense was $1.337.000 in 1974 and S1.329,000 in 1973 Recently enacted pension plan 
legislation is not expected to have a significant effect on the cost of the plan

Note D — Income Taxes

The reasons for the difference between total tax expense and the amount computed by applying the statutory federal 
income tax rate of 48% to income before income taxes are as follows

1974 1973
48% of pre-tax earnings................................................... $ 607.000 $7,460,000
Effect of non-deductible write-off of goodw ill................ 6,852,000

7.459,000 7 460,000

State and local income taxes, net of Federal tax benefit 338.000 416.000

Effect of tax benefits from subsidiaries operating
m Puerto Rico ..................... (1,666.000) (1.351.000)

Investment tax credit ........................................................ (350.000) (375.000)
Other ite m s ................................. ................................. (381.000)

$5,400,000 $6.150 000

Under exemptions expiring from 1976 to 1989. certain subsidiaries doing business in Puerto Rico are not required to pay 
Puerto Rican income taxes The cumulative amount of undistributed earnings of subsidiaries operating in Puerto Rico on 
which the Company has not recognized income taxes was approximately $8 600.000 at December 31.1974

Note E — Goodwill

Goodwill was reduced in the amount of $792,000 in 1974 to reflect adjustments relating primarily to the initial acquisition 
cost of a subsidiary Management of the Company decided that the remaining goodwill had no continuing value at
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Notes to Financial Statements

Note E— Goodwill— Continued

December 31.1974 and, accordingly, charged the goodwill to current year's earnings Previously, goodwill relating to 
acquisitions after October 31.1970 was being amortized over a 40-year period in the amount of $60,000 per year 
Other goodwill was not being amortized

Note F— Capital Stock

In 1967. the Company adopted a qualified stock option plan under which options may be granted for 200.000 shares of 
Common Stock The option price is the fair market value of the shares at the time the option is granted Options become 
exercisable in cumulative annual installments of 331/a % commencing one year from the date of grant and expire
five years after the date of grant

Option activity for 1974 and 1973 is summarized as follows

Shares Price Per Share
Options outstanding January 1, 1973 ......................... 109.162 $10.69 to $38 63
Granted in 1973 ........................................................... 40.550 8 75 to 15.75
Cancelled or exp ired ................................................... (32.226) 11.34 to 38 63
Options outstanding December 31.1973 ................... 117.486 8 75 to 29 56
Granted in 1974 ........................................................... 35.455 9 19
Cancelled or exp ired................................................... (23.974) 9.19 to 29.56
Options outstanding December 31. 1974 ................... 128.967 8.75 to 21.13

At December 31.1974 and 1973. shares available for grant under the 1967 plan were 69.498 shares and 80.979 shares, 
respectively, and options were exercisable for 64,019 shares and 61.248 shares, respectively

On April 30 1974 the shareowners approved a supplemental stock option plan under which options may be granted for 
an additional 200.000 shares of common stock. The option price at which shares may be purchased shall be not 
less than 85% of the fair market value of such shares on the date on which the option is granted Options become 
exercisable in cumulative annual installments of 33Va % commencing one year from the date of grant and expire five 
years after the date of grant No options were granted under the 1974 Plan during the year ended December 31 1974

Warrants issued with the insurance company notes provide for the purchase of 282.971 shares of the Company’s 
Common Stock at S17 81 per share, subiect to adjustment, at any time up to and including March 1. 1980

Thecharter of the Company authorized 200.000 shares of Preferred Stock at $100 par value and provides for the 
Board of Directors to fix the preferences, limitations and relative rights of these shares

Note G —  Earnings Per Common Share

Earnings per common share are calculated on the average shares outstanding during each year Options and warrants 
outstanding have been excluded from the computation since they are anti - dilutive

Note H — Contingencies

On March 15, 1974. a former hosiery distributor of the Company instituted an action for alleged wrongful termination 
and antitrust offenses seeking damages which after trebling would total S16 470.000 In addition, a competitor of the 
Company instituted an action on January 23 1975 for alleged antitrust offenses and unfair competition based on acts 
primarily related to the Company's earlier suit against it for deceptive advertising and unfair competition Management 
and legal counsel believe the ultimate resolution of such suits will result in no significant effect on the Company's 
financial position
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Note I — Leases

Total rental expense for all leases amounted to

Minimum rentals .
Sublease income

1974 1973

$5,773,000 $4 H
(768,000)

$5,005,000 $4,192 000

1974 for all noncancellableThe future minimum rental commitments as of December 31 
leases are as follows

Total
Real

Estate

Machinery
and

Equipment Vehicles
Sublease
Rentals

1975 .............. S 3,582.000 $ 2.276.000 $ 779,000 $1,309,000 S (782.000)
1976 ................ 2 890.000 1.924.000 457.000 1.045.000 (536.000)
1977 ................ 2.433,000 1.656.000 409 000 762.000 (394.000)
1978 ................ 1.781.000 1.408.000 347.000 292,000 (266.000)
1979 ................ 1.368.000 1.258.000 153.000 (43 000)
1980 - 1984 . 4.140,000 4.154.000 (14 000)
1985 - 1989 . 2.402,000 2.402.000
1990 - 1994

$18,596,000 $15,078,000 $2,145,000 $3 408.000 $(2,035,000)

Accountant's Report

To the Board of Directors, Hanes Corporation

We have examined the statement of financial position of Hanes Corporation and Consolidated Subsidiaries as of 
December 31.1974 and 1973. and the related statements of earnings, shareowners equity and changes in financial 
position for the years then ended Our examinations were made in accordance with generally accepted auditing standards 
and. accordingly included such tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances

In our opinion, the financial statements referred to above present fairly the financial position of Hanes Corporation and 
Consolidated Subsidiaries as of December 31 1974 and 1973 and the consolidated results of their operations and 
changes in their financial position for the years then ended in conformity with generally accepted accounting principles 
applied on a consistent basis

Winston-Salem N C. 
February 17.1975 Ernst & Ernst

Stock Activity and Dividend

Hanes Corporation's common stock is traded on the New York Stock Exchange A summary of price ranges, dividends 
and earnings per share (EPS) by quarter is shown below

1974 1973
Price

EPS Dividend
Price

EPS Dividend
First Quarter 1074 - 8 ^ $ .56 $.15 183/«-13 $ 49 $ 15
Second Quarter 9-7V. .61 .15 16-11V. 50 15
Third Quarter 87 .-6 .52 .15 14%-11’/e 49 15
Fourth Quarter 7 * . -6 (2 .73)"' .17 14- 8 72 15
Year 107.-6 $(1 .01 )"> $.62 183/ 4- 8 $2 20 $60

(1) Without the $14,275,000 write-off of goodwill in 1974, earnings per share would have 
been 78 cents in the fourth quarter, and S2 47 for the year

24



Officers Board of Directors General Offices

Gordon Hanes 
Chairman of the Board

Robert E. Elberson
President and Chief Executive Officer

Paul Fulton, Jr.
Vice President

David E. Harrold 
Vice President

Jack R Hobert 
Vice President

J. Frank King
Vice President-Research and 
Development

John B McKinnon
Vice President-Finance and
Treasurer

William J Nightingale 
Vice President

Charles Y. Lackey 
Secretary and General Counsel

Louise Barrier 
Assistant Secretary

Gordon Hanes
Chairman, Board of Directors

Mrs Betsy Talbot Blackwell 
Formerly. Editor-in-Chief. 
Mademoiselle Magazine 
(Publishing)

Roger S. Carlson 
Senior Vice President 
Crown Zellerbach Corporation 
(Paper Products)

Robert E Elberson
President & Chief Executive Officer

Robin L. Hinson 
Senior Vice President,
General Counsel & Secretary 
Cameron Financial Corp.
(Banking & Finance)

Myles L. Mace 
Professor Emeritus.
Graduate School of 
Business Administration,
Harvard University

John G Medlin, Jr.
President,
Wachovia Bank & Trust Company, N A 
(Banking)

Clifford W Perry 
Consultant to the Corporation

William S. Smith 
Vice Chairman of the Board 
R J Reynolds Industries, Inc 
(Tobacco, food, petroleum 
products & shipping)

2000 West First Street 
Post Office Box 5416 
Winston-Salem, North Carolina 27103

Operating Units

Hanes Hosiery, Inc.
Jack R Hobert, President

Hanes Knitwear
David E Harrold. President

L eggs Products. Inc.
Paul Fulton, Jr., President

The Bali Company, Inc.
William J Nightingale. President

Pine State Knitwear Company 
Lindsay Holcomb. Jr , President

Accountants

Ernst & Ernst
2015 Wachovia Building
Winston-Salem North Carolina 27101

Transfer Agent and Registrar

Wachovia Bank and Trust 
Company.N. A
Winston-Salem, North Carolina 27102

Exchange Listing

New York Stock Exchange 
(Ticker Symbol HNS")





summer sheer

> - • • -}



Officers

Gordon Hanes
Chairman of the Board

Robert E. Llberson
President and Chief Executive Officer

Paul Fulton, Jr.
Vice President

David E. Harrold
Vice President

lack R. Hobert
Vice President

J. Frank King
Vice President—Research and 
Development

lohn B McKinnon
Vice President—Finance and 
Treasurer

Charles Y. Lackey
Secretary and General Counsel

Louise Barrier
Assistant Secretary

Directors

Gordon 1 lanes
Chairman of the Board

Roger S. Carlson
Senior Vice President
Crown Zellerbach Corporation 
(Paper Products)

Robert L. Llberson
President & Chief Executive Officer

Robin L. Hinson
Senior Vice President,
General Counsel & Secretary
First Union Corporation
(Banking & Finance,

Albert M. Kronick
Consultant to
Management Groups

Myles L. Mace
Professor Emeritus,
Graduate School of
Business Administration,
Harvard University

John G. Medlin, Jr.
President,
Wachovia Bank & Trust Company, N. A. 
(Banking)

Clifford W. Perry
Consultant to the Corporation

William S. Smith
Vice Chairman of the Board
R. J. Reynolds Industries, Inc.
(Tobacco, food, petroleum 
products & shipping)



Financial Highlights 1475 1474

Net Sales........................................................................
Earnings Before Write-off of G oodw ill........................
Write-off of G o o d w ill...................................................
Net Earnings (Loss).......................................................

S314,740,000 
S lO,ol«»,000

S 10,610,000

$28S,7b5,000 
$ 10,130,000 

(14,275,000) 
$ (4,136,000)

Per-Share of Common Stock
Earnings Before Write-off of G oo d w ill......................
Write-off of G o o d w ill...................................................
Net Earnings (Loss).......................................................
Shareowners' Equity at December 3 1 ..........................
Cash Dividends P a id .....................................................

$ 2.66

$ 2.66
S24.50

.70

S 2.47 
(3.48)

$(1.01)
$22.67

.62

The Annual Meeting of Shareowners will convene at 10 a.m„ Tuesday, April 27, 197e at 
The Community Center Theatre, blO  Coliseum Drive, Winston-Salem, North Carolina.

A ropy of Hanes Corporation’s Annual Report to the Securities & Exchange Commission 
(Form 10-K) may be obtained by writing to the Vice President-Finance, Hanes Corporation, 
Winston-Salem, N.C. 27103.
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To Our Shareowners: In 1^75 Hanes Corporation had the 
best year in its history. Sales tor the 
year were $315 million, 9%> above
1974, and for the first time exceeded 
$300 million Net earnings for the 
year were a record $10 t? million, or 
$2.6o per share, after deducting $2.2 
million to cover anticipated losses 
from disposing of facilities that did 
not offer an attractive return on 
investment (See further detail in 
the Financial Section of this report.)

The 1975 performance was particu­
larly significant because, at the end 
ol the first six months, earnings were 
$1 million below the first six months 
of 1974.

The year's successful outcome must 
be attributed primarily to the L'eggs 
and Unites brands of women's ho­
siery Their successes are the result 
of the disciplined consumer market­
ing approach adopted by Hanes 
Corporation over the last five years. 
The t'eggs and H aites  brands pro­
vided a strong earnings base through 
out the year. L'eggs sales, for exam 
pie, increased during each quarter of
1975. Its share of market increased 
from 12.6% in 1974 to 13.8% in 
1975. Also, the brand's consigned 
in-store inventory system eliminated 
the adverse effects of retailers' in­
ventory drawdowns which had 
affected other Hanes Corporation 
products during the first part of the 
year

The sales of Hnnes brand hosiery 
showed gains mail but the firstquar- 
terof the year. Its share of market 
increased from 6.6% in 1974 to 8.2% 
in 1®75. These increases came in a 
time when total hosiery industry had 
its first increase in five years sales 
were up 1.5% in units and 2.4% in 
dollars

The sales of both Unites knitwear 
and Bnli products increased in the 
second half of the year. As consumer 
purchases increased, retail inven­
tories were depleted, and stores 
began to reorder

The factors contributing to Hanes 
Corporation's performance in 1975 
are discussed in greater detail in the 
body of this report It is appropriate 
to point out here, however, that in 
1975 the Corporation was dependent 
upon women's hosiery fo r67% of its 
sales and approximately 72% of its 
profits. O f the Corporation's total 
hosiery sales, 97% was in its own 
brands, and these brands increased 
their dollar share of the total hosiery 
market from 22% in 1974 to 25% 
in 1975

Some 24% of Hanes Corporation's 
sales was in men's and boys' under­
wear and men's casual sweaters, and 
9% was in bras

In 1975 the Corporation adopted pol 
icies of paying dividends equal to 
approximately 30% of earnings and

maintaining debt at not more than 
50% of equity. In December, 1975, 
the quarterly dividend was raised 
from I7C to I °C a share. During 
1975, total debt was reduced from 
$66 million (73% ot equity) to $40 
million (41% of equity).

Within the self-imposed constraint 
of maintaining debt at not more than 
50% of equity, I lanes Corporation 
has set a goal of increasing return 
on equity from its present 10.9% to 
12,5*’.. by 1978.

The Corporation's continued adher­
ence to its basic consumer marketing 
strategy was reflected in two key 
areas:

In 1975, $42 million, or 13% of sales, 
was spent on advertising and pro­
moting products directly to the con 
sunier. This expenditure is in con­
trast to $7 million, or 5% of sales, 
spent in 19po The current level of 
advertising and promotion expendi 
tures continues to distinguish Hanes 
Corporation from conventional 
apparel companies and places it in 
the top 60 advertisers in the U S

Cross margin in 1975 was 39.7% 
compared to only 20.8% in I960. 
This improvement came about bv 
increased direct marketing to the 
consumer and improved manufac­
turing efficiencies

The names shown in i/ i i f i i  s are tradem arks ot the opera ting  un its ot Hanes C orporation.



While 1975 i oni hided on .in up­
swing, its first half was hectii and 
uncertain. During that period Hanes 
Corporation's 12,700 employees 
reacted with understanding and 
patience. Their cooperation under 
those conditions and their outstand­
ing performance were major fai tors 
in the Corporation's positive per­
formance for the year.

In last year's annual report, I antici­
pated that 1975 earnings would be 
down from the previous year. Be 
cause of strong earnings from the 
Corporation's hosiery products 
throughout the year and strong re­
covery in other segments of its busi­
ness in the second half, happily, that 
predii tion did not come true.

In retrospect I feel the year's favor­
able outcome proved the validity of 
the consumer marketing approach to 
which the Corporation is committed.

The present strength of consumer 
purchases, combined with the proven 
strength of the Corporation's 
branded products, provides a base 
for reasonable optimism about lQ7t>. 
If the national economy continues to 
improve, Hanes Corporation's sales 
and earnings for 1076 should show 
improvement over the levels at­
tained in 1975. Most of that im­
provement should occur in the first 
half of the year

Net Sales m millions

Earnings Per Share

Dividends Per Share
Sincerely,

President and
Chief Executive Officer

$ 90 

80

•Excluding write-otl of 
goodwill m 1974
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Marketing at 
Hanes Corporation
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ultra sheer pantyhose
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Hanes Corporation differs from most apparel companies because of its 
strongly consumer-oriented approach to  developing anil marketing its products.

Disc iplined consumer marketing is not new. l eading companies in suc h 
industries as packaged foods, detergents, and tobacco products have used it 
successfully for years. Although consumer marketing is not widely used in the 
apparel industry, I lanes Corporation has adopted this approach as its basic 
way of doing business.

As applied at Hanes Corporation, consumer marketing is a disciplined attempt 
to bring to the marketplace only products w ith a high potential tor customer 
acceptance. These must be products which can be sold in volume at prices 
adequate to earn a satisfactory return on investment.

I lanes (. orporation adopted consumer marketing as its central business 
philosophy based on the conviction that long-term growth in its industry 
must be founded on branded products which are readily recognized and 
accepted by consumers.

The reorientation of Hanes Corporation to a consumer marketing company 
required time, money, and professional personnel —

I lanes Corporation has invested the time required —more than five years.
While the Corporation has not fu lly  reoriented all of its lines of business to 
the consumer marketing approach, it is well on its way.

I lanes Corporation has invested, and continues to invest, thi- money required. 
Each year the Corporation spends nearly $3 million researching consumer 
needs and products to meet those needs.

1 lanes Corporation invests heavily in advertising and prom otion— $42 m illion 
or 13% of sales in 1975—to  attract consumers to  its branded products. In 1^75 
approximately 31% of this amount was spent on promotions which were 
particularly effective in that year's economic climate.

1 lanes Corporation is run bv professional managers. The Corporation's 
marketing functions, for instance, are staffed w ith qualified individuals, many 
of whom hold graduate degrees in marketing. Their backgrounds include years 
of practical experience w ith major companies known for leadership in applying 
consumer marketing techniques to branded products.

While consumer marketing techniques cannot be applied to all the C o rpo r.ition’s 
products, they are applied wherever possible. A  review of 1^75 activities and 
a look at 1 lanes Corporation's plans to r the future indicate the effect the 
Corporation's reorientation to consumer marketing is having on its operations:

L’eggs: In the less than six years since its introduction, the Corporation's L 'eggs 
brand —the first Hanes Corporation product to be developed according to the 
tenets of consumer marketing —has become the largest sidling brand of women’s 
hosiery sold in the United States. L'eggs accounts for 13.8% of total U.S. hosiery

LEGGS
INTRODUCES THE NEW 

SAVE $1-4-RACK
(BUY4 PAIR OF 
L EGGS PANTYHOSE 
IN THE NEW 
PACKAGE AND 
SAVE A WHOLE *1)
From now  on, you* be  able 
to  buy the new Leggs C  
pack at your Leggs Boutique 

it s a very convenient way 
to b u y  Leggs and save 11, 
to o  Ano because me

new  dec­
or at 01 pack 
is so good 
looking I just 
take off the 
outside

label), you H want to keep 
it aiound for all kinds o t 
pretty uses You can buy 
Regular Leggs Pantyhose 
(Average size and Queen 
size) and All Sheer Parity 
hose (Average size) m the 
nafw4 pack A nd remember 
ait our Leggs products are

unhappy -vith one 
lor any reason gust 
return it to  Leggs jBC
Guarantee Bo« 56 J *
Winston Salem, NC 
77102 Wen give you BE? 
a refund, or a -epiai e 
ment, whichever yo<.

o



The continued application of disci­
plined consumer marketing has 
made L'eggs the largest selling 
brand of hosiery in the United 
States. The unique and memorable 
name, package, and display are sup­
ported by heavy consumer adver­
tising, direct-to-store distribution and 
consigned retail inventories. In 
1975 as consumers became even 
more value-conscious, multi-pack 
and price-off promotions were 
also emphasized

L eggs Share ol 
Total Hosiery Market

18% -----------------

16%
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*
ENERGY

dollar sales.' (Second place is held by the Corporation's Hanes brand which has 
an 8.2% market share.)

L'eggs was created tor sale through food and drugstores, channels ot distribution 
never before ta lly  utilized by a major manufacturer of branded hosiery.
Today, almost one ot every tour pair of women's hosiery is sold through these 
outlets. L'eggs has a 41% share ot this market, more than twice the share of 
its nearest competitor.

As economic conditions in 1975 made consumers even more value-conscious, 
l.'eggs emphasized price-off and multi-pack promotions. Analysis showed 
that two thirds ot the sales resulting from these programs were to new customers 
or added sales to regular L'eggs purchasers.

When further consumer research indicated a desire for a lightweight support 
panty hose, Sheer Energy was introduced in late 1972 and was distributed 
nationally by late 1974. During 1975 this product's volume increased 33%.
It now holds a 31% share of tota l support panty hose sales and accounts for 
one th ird  of all L'eggs sales.

An interesting key to the acceptance of Sheer Energy is the way it is presented 
to the consumer. Research revealed the term "support" created negative 
medicinal connotations in the consumer's mind. The marketing effort expended 
on Sheet Energy was then designed to sell the product’s benefit without 
describing it as a "support" product.

When consumers complained that the narrow band on existing brands of 
knee-high hose restricted their circulation, L'eggs developed and introduced its 
own knee-high product w ith a unique wide-top band to eliminate the problem. 
This innovation quickly established L'eggs as the largest selling brand of 
knee-high hose in the LJ.S. The product now accounts for 11% of L'eggs sales 
and commands a 12% share of the knee-high market.

To give the consumer further value, an unconditional guarantee was introduced 
in the spring ot 1975. This guarantee offers the consumer replacement or full 
refund if she is dissatisfied w ith  her purchase of L'eggs for any reason.
Less than one out of every thousand pairs sold has been returned.

Hanes Brand: The application of consumer marketing techniques has yielded 
similar results in the performance ot the Hanes brand of women’s hosiery.
This brand is sold prim arily through department and specialty stores.

The Hanes brand share of its prim ary market increased from 20% in 1°74 
to  25% in 1Q75. In department and specialty stores, which account fo r 30% of 
total hosiery sales, Hanes brand outsells its nearest competitor by more 
than tour to one.

Summer Sheer, an innovative lightweight panty hose, was sold nationally in

Throughcml this report. market share refers to  dollar volume Market shares are based on data from  Market 
Research Corporation ot America and Fiance (. orpor at ion's own data
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1975 after having been test-marketed in 1974. Its sales surpassed projections.

Hanes brand hosiery is now distributed directly, rather than through 
distributors, in 80% of the U.S. —a 20% increase over a year ago. This method 
of distribution increases the Corporation’s control over the marketing o f its 
products to retailers and improves gross profit margins.

Other Hosiery Brands: The Corporation markets Beauty Mist and May Queen 
hosiery through department and specialty stores; Today's G irl is sold through 
chain stores and mass merchandisers; and 1st to Last is sold through food 
and drugstores.

These multiple brands give the Corporation the flex ib ility  to meet all market 
levels and react to changing market conditions. Together they had 1°75 sales 
of approximately $23 m illion anil accounted tor about 3% of total U.S. 
hosiery sales.

Hanes Men's and Boys’ Underwear: Constraints inherent in men’s and boys’ 
underwear business—especially low  gross margins —lim it the opportunities for 
the application of consumer marketing techniques to the Hum’s brand. Even 
so, opportunities which are available are being developed along w ith more 
traditional ways of increasing business.

On the traditional side, a nucleus of a national sales force has been developed 
to assist distributors in opening new underwear accounts. In 1975 distribution 
of Hanes underwear was increased by an additional 10%, or 2,250 outlets.

On the consumer marketing front, the redesigned Hanes men’s and hoys’ 
underwear packaging—which consolidated all underwear styles under the 
Hanes name um brella—was distributed nationally in 1975. The new packaging 
is accomplishing its objective o f im proving brand identification.

An example of the success of the program is the 75% cotton/25% polyester 
Hanes Blue Label line. The line was introduced in under the Pro's Choice 
label. Though Pro's Choice was a satisfactory product, and was competitively 
priced in a growing market, it encountered a lack of trade enthusiasm. In 1°75 
the Pro's Choice name was discontinued. The line was brought under the Hum’s 
umbrella as Hanes Blue Label and its distribution was increased. As a result, 
volume for Blue L ibe l more than doubled, and the line now accounts for 7% of 
Hanes lightweight underwear sales.

Total dollar sales of men’s lightweight underwear increased 4% in 1°75, and 
the market share of Hanes increased to a record of 12.°% from 11.3% in 1974.
It is now the second largest selling manufacturer's brand.

M onitoring of consumer purchases of Hanes men’s underwear indicates that 
during 1974 and 1°75 retailers ordered from Hanes Corporation approximately 
$15 m illion less than consumers purchased. This suggests the excessive retail 
inventories of late N74 and early 1975 have been significantly depleted and 
that retailers' orders tor Hanes underwear should more nearly approach the

10



Aftiiab l* >na o fco h j'sa n d  s./<-s a* finer debarttnent and a&oarel stores

Since the restructuring of its mar­
keting program in 1^71, the Hanes 
brand has demonstrated continuing 
growth. Strong advertising support 
has emphasized Hanes position as 
the highest quality brand of wom­
en's hosiery. A new packaging sys­
tem was developed to reinforce this 
quality image, present a consistent 
visual impression and facilitate the 
self-selection process. Continuing 
evaluation o f consumer needs led 
to the introduction o f Summer 
Sheer us an extension of the Hanes 
hosiery brand to meet consumer 
needs for cooler parity liose during 
the warmer months.

Hanes Brand Share of 
Total Hosiery Market

5 %  ■ — I

71 72 73 74 75

Hanes Brand Share ot 
Department & Specialty 
Store Hosiery Market

71 72 73 74 75



Want a really soft, long-wearing underwear?
Hanes Men's Underwear 
Share of Total Market

13 5%

Over the past two years, marketing 
management Inis emphasized stronger 

brand identification for Hanes 
underwear A new packaging sys­

tem, featuring the Hanes logo, was 
market tested in 197-1 nrnl intro

duced nationally in J475. Consumer 
adi'Crtising and promotion have 
also been used to increase brand 

recognition and acceptance. Hanes' 
share of market increased by 14",> 
to a record level of 12.4% in 1975.

Hanes makes 
you feel good 

all under.12



level of consumer purchases during N76.

Men's Casualwear: Sales of both Pine State and private label sweaters were 
adversely affected during the first half ot 1°75 by heavy imports from  the 
Far Fast and by retailers’ reduction ot inventories. This line ot business 
increased in the last halt o f the year but the So m illion ot sweater sales fo r 
the year were 14% behind 1974.

The Corporation has withdrawn from  the marketing ot men's fashion sport 
shirts under the Hanes label. This line ol business accounted for less than 
1% ot the Corporation's 1075 sales. The SI .3 m illion ot cost (before tax) 
associated w ith the discontinuance ot this line was expensed in 1°75.

Bali: Bali continues to be the largest selling bra brand in the foundation depart­
ments of department stores. It accounts for over 20% of bra sales in these outlets.

As a result ot the lessons learned from  the unsuccessful venture into Sensuale— 
a line o f fashion bras that was discontinued when it did not sell as well as 
anticipated —Bali is concentrating on expanding styles w ith in its traditional 
market segment.

The Bali line ot swimwear enjoyed its fifth successful year. It accounts fo r 
about 10%' of Bali sales.

New Product Development: In addition to  the $3 m illion 1 lanes Corporation 
spends each year on basic consumer research S3 m illion is invested in the 
development and testing ot new products and programs. The criteria under 
which new ventures are considered are quite specific. The Corporation places 
particular emphasis on products o r ventures which can benefit from direct- 
to-store delivery and promise annual sales volume of $25 m illion w ith at least 
an 18%o after-tax return on investment.

U.S. Male, a brand of men’s and boys' underwear for distribution through 
food and drugstores, is one example of a venture resulting from  this program. 
The Corporation introduced this brand in limited test markets in February, 1^7o.

Leggs Panties, designed for sale through food and drugstores, has been in test 
market since late 1°74. Test market data is being evaluated to determine 
its future.

The Corporation is allocating additional resources to expand mail order sales 
ot its products. Items now offered through mail order include L'eggs Nurse 
White and Leggs stockings not ottered on the L'eggs boutique. The Better Than 
Pantyhose brand and men’s underwear are also being marketed by mail order.

For department and specialty stores, the Corporation is expanding two new 
products developed as a result ot consumer dialogue. New Body, a light support 
garment, was introduced into 10% ot the U.S. in November, P75. Underalls, a 
garment combining panty hose and panties, was introduced to test markets in 
October, 1975 and expanded to  20% of the U.S. in February, 1976.
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Gross Prof'l as a 
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Financial Review

The comments in the Financial Review refer to data in this section and in the Ten-Year Summary of Operations on pages 
18 and IQ

Sales

In the past two years, most of the growth of Hanes Corporation's sales has come from the sales of women's hosiery which 
increased 8% in 1974 and 12% in 1075. /-'eggs brand sales were up 12% in both years and reached 5130 million in 1075. 
Sales of Hanes brand hosiery increased 13% in I 975 and totaled $51 million.

A 14% gain in the sales of Hanes brand men's and boys' lightweight underwear increased the sales of knitwear products 
6% in 1*475. Comparative sales by product group are:

(In M illio n s )

Product Group 1975 1974 1973 1972 1971
Women's Hosiery $211 $188 $173 $143 $110
Knitwear Products 76 72 73 74 66
Foundation Garments 28 29 30 28 - •
Total $315 $280 $27b $245 $176

* ln  1471, $25 m illio n  o f foundation garment sales were not consolidated in to  Hanes Corporation's sales.

Gross Profit

Gross profit margin in 1975 was 39.7%, the same as in the preceding year. In 1975 reductions in the cost of manufacturing 
and distributing hosiery offset wage increases for manufac turing employees and the higher costs of operating knitwear 
production facilities at less than capacity during the first half of the year

Raw material cost did not increase from 1974 to 1975. However, prices of synthetic yarns for hosiery and cotton for underwear 
are expected to increase in 197t>. These increases, plus anticipated wage increases, should again be offset by further 
improvements in hosiery manufac turing efficiencies, fewer hosiery sales through distributors, and higher levels of operations 
plus cost reductions in knitwear manufac turing. To offset higher cotton prices, a 8% price increase for lightweight underwear 
was made January 1,1976

Advertising and 
Promotion Expenses

In 1975 expenses were $42.5 million, a $4.3 million increase from 1974 Half of this increase was in promotions—primarily 
price-off promotions.

Advertising and promotion costs for 197t> are budgeted at $49 million Most of the increase over 1975 is planned for 
advertising and promoting I 'eggs and new products which will be introduced during the year.

Firm commitments for advertising and promotion will be made as 1976 progresses The funds expended in this area can be 
significantly adjusted to reflect changing economic conditions and sales levels.

14



Selling, Distribution, 
Administrative Expenses and Other

Advertising Fxpenses 
in millions

Selling, distribution, and administrative expenses increased $3 million, or 5%, in 1975. This increase was less than the °%  40
increase in sales. In contrast, 1074 selling, distribution, and administrative expenses increased $9 million, or 20%. The 1974 35
increase was due primarily to expanded direct distribution of hosiery and the impact of inflation on distribution cost. 3Q

Direct distribution of Hanes, Beauty Mist and May Queen hosiery was increased from 60% to 80% of the United States 25
in  1975. 2 0 -----  — — —

Miscellaneous items of $3 3 million shown as "O ther" ini lude $4.4 million reserved for anticipated losses on disposal and 
relocation of facilities. These losses result from the Corporation's continuing program of disposing of marginal assets in 
Older to increase return on investment.

Major items in the 1975 reserve were $1.5 million for the anticipated loss on the disposal of a Bali warehouse in New Jersey; 
$1.3 million for anticipated difference between cost and sublease income of excess Bali office space in New York City; $472,000 
for the closedown of a knitwear plant in Winston-Salem, N.C.; $447,000 for discontinuing the Corporation's line of fashion 
sport shirts; and $669,000 for the relocation of Bali and hosiery distribution centers.

The $4.4 million provision for losses was partially offset by $1.1 million of income from short-term cash investments and from 
royalties.

0 ------- —---------- -—
71 72 73 74 75

Advertising Expenses 
as a % of Net Sales

18%

16%
14%

Write-Off 
of Goodwill

In 1974, $14.3 million of goodwill—cost in excess of net assets acquired—was written off. O f that total, $11.1 million related to 
the acquisition of The Bali Company, Inc. and $3.1 million related to the acquisition of Pine State Knitwear Company. The 
write-offs were taken because the earnings of these units did not justify valuing them at more than their tangible book value. 
These write-offs had no impact on cash flow.

12%----------  — — -
10%- — — — •

8% — — — — -
6 % -  — — — -
4% _  _  _  — .

2% — — — — -

°71 72 73 74 75

Interest and Debt

In 1975 lower levels of borrowings were the principal cause of a $1.2 million, or 19%, reduction in interest cost from 1974 
For the opposite reasons, interest cost in 1974 was 40% above 1973.

The average interest rate in 1975 was 9.7%. Comparable rates for the preceding two years were 9.9% in 1974 and 8.9% 
in 1973.

Total debt at year-end 1975 was $40.3 million, down from $66.2 million at the end of 1074 and $55 million at the end of 1973. 
Year-end debt as a percent of equity was 41 % in 1975, down from 73% in 1974, and was at the lowest level since 1968.

The reduction of total debt in 1975 came principally from a $14million reduction in inventory; $8 million of earnings in excess 
of dividends; and $t> million higher current liabilities.
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Financial Review
Debt as a 
% ol Equity
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Interest and Debt Continued

A new $20 million loan is being finalized with Prudential and Teachers insurance companies This loan will increase to $45 
million these insurance companies' commitment to Hanes Corporation. The funds from the new loan will be taken down in 
1976 and used to retire bank loans and finance expected growth The loan w ill have a final maturity in 15 years and a 10% % 
interest rate.

The new loan plus $20 million of revolving line of credit commitments from banks are forecast to cover Hanes Corporation's 
financing requirements through 1978. Debt is also forecast to be below the self-imposed maximum of 50% of equity

Taxes

The effective income tax rate was 33.3% in 1975 and 34.8% (before the goodwill write-off) in 1974 The tax rate is down 
from 39.6% in 1973 because of an increase in earnings from tax-exempt Puerto Rican operations Tax savings from tax- 
exempt earnings were $2.1 million in 1975, up from $1.7 million in 1974 and $1.4 million in 1073.

The effective tax rate in 1976 is forecast to remain under 40"«

Earnings and 
Return on Investment

In 1975 earnings of $10.6 million were up 5% from the $10.1 million of 1974 earnings before the $14.3 million goodwill 
write-off. The increase in 1975 earnings was primarily from the Leggs brand of hosiery Earnings (excluding the 1974 goodwill 
write-off) have increased each year since 1971.

In Hanes Corporation, after-tax operating earnings as a percent of average primary investment, or return on primary 
investment, is the key ratio used in evaluating the profitability of product groups and facilities. Operating earnings for a 
product group are after the effective tax rate of the product group but before allocation of interest, corporate overhead, and 
nonoperating charges. Primary investment is receivables, inventories and fixed assets less current liabilities.

Hanes Corporation's goal is to have each product group earning at least a 12% after-tax return on its primary assets by 1978

Excluding wnte-oft o f Steps w ill be taken to reduce the assets committed to a product group that does not reach this goal,
goodwill in 1974

Return on primary investment by product group in 1975 was:

Women's Knitwear Foundation
(In Millions)_______________________ Hosiery___________ Products________Garments
After-Tax Operating Earnings $12.5 $ 3.1 $ 1.5
Average Primary Investment $79.5 $48.4 $16.9
Return on Investment 15.7% 6.5% 8.7%
The a tte r-tax  opera ting  earnings by product group in 1975 were before $6.5 m illio n  (adiusted fo r taxes) o f 
interest, corporate overhead, and nonoperating expenses
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Receivables

Receivables increased in proportion with sales to $34.2 million at the end of 1975 compared to $32.4 million at the end of 
1974 Receivable turnover increased slightly to 0.2 times in 1975 from 8 .9 times in 1«74

Inventories

During 1075 inventories were reduc ed by $14 million to $oo 5 million Inventory turns increased from 3.4 times in 1974 to 
4.5 times in 1075

As noted in last year's annual report, inventories increased 20% in 1074 because sales in the last half of that year did not 
materialize at expected levels Inventories were brought into better balance relative to sales by reducing production in late 
1074 and early 1075. Inventory levels were further reduced by increased sales as 1075 progressed In 1076 emphasis w ill be 
placed on keeping inventory increases in proportion to sales increases.

Property, Plant, 
and Equipment

In 1075 the net book value of Kanes Corporation's fixed assets was $53.7 million, a decrease from $57 °  million in 1074 The 
decrease was due in part to capital expenditures of $7 million being $1 million less than depreciation. The remainder of the 
decrease came from $3 million in actual disposals and provision for loss on disposal o f fixed assets.

The largest fixed-asset investment in 1°75 was $2.6 million for hosiery knitting equipment to replace obsolete equipment 
and to increase capacity. Hosiery production capacity was increased 10% without an increase in manufacturing area.

The decrease in fixed assets coupled with the increase in sales has increased sales per dollar of fixed assets—a measure of 
efficiency of use of assets—by 30% since 1973

Capital expenditures for 1976 are currently budgeted for $10.7 million. Major items in the 1976 budget are $2.0 million for 
acquiring an existing spinning and underwear knitting plant in Puerto Rico; $1.7 million for L'fggs displays; and $1 million 
for hosiery knitting equipment.

Dividend'; as a 
% ot the Prior Year's 
Net Earmnqs
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'Excluding write-ott ot 
goodwill in 1974

Shareowners' Equity

In 1975 shareowners' equity increased to $07.5 million, or $24.50 per share. This is an increase from $90.3 million, or 
$22.27 per share, in 1°74

During 1975 Hanes Corporation purchased 76,500 shares of its own stock. Since 1973 the Corporation has purchased a total 
of 312,300 shares of its own stock at an average price of $8.80

In 1975 return on year-end shareowners’ equity was 10.9%, compared to 11.2% in 1974 (before the goodwill write-off), and 
9.6% in 1973. The decline in return on equity in 1975 resulted from shareowners' equity increasing faster than earnings. The 
goal of the Corporation is to increase the return on shareowners' equity to 12.5% by 1978
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Ten-Year Summary
Manes C orpora tion  and 
Consolidated Subsidiaries 
In  Thousands o f D o lla rs Except 
fo r  Share A m oun ts

1975 1974 1973

Net sa les............................................................................................... $ 314,790 $ 288,705 $ 275,883
Gross profit ......................................................................................... 124,8ol 114,579 105,959

As percent of sales........................................................................... 39.7% 39.7% 38.4%
Advertising expenses........................................................................... $ 42,512 $ 38,167 $ 40,605
Selling, distribution, administrative expenses and other.................... 61,180 54,425 45,211
Interest expense................................................................................... 5,241 6,448 4,602
Earnings before taxes and w rite -o ff.................................................... 15,919 15,539 15,541
Write-off of goodw ill........................................................................... — (14,275) —
Earnings before income taxes and extraordinary item S 15,919 $ 1,204 $ 15,541

As percent of sales........................................................................... 5.1% 5.4%” ’ 5.6%
Provision for income taxes................................................................... $ 5,300 $ 5,400 $ 6,150
Effective tax ra te ................................................................................... 33.3% 34.8%” * 39.6%
Earnings (loss) before extraordinary ite m ........................................ S 10,619 $ (4,136) $ 9,391

As percent of sales........................................................................... 3.4% 3.5%” ’ 3.4%
Extraordinary item—net of applicable taxes......................................
Net earnings (loss)............................................................................... $ 10,619 $ (4,136) $ 9,391

Earnings (loss) per common share (based on average outstanding):
From operations............................................................................... $ 2.66 $ (1.01)” ’ $ 2.20
Extraordinary item ...................................................................... — — —
Total ................................................................................................. $ 2.66 $ (1.01) $ 2.20

Dividend per share............................................................................... $ .70 $ .62 $ .60
Price range of s to ck ............................................................................. $ 16,Z8-6’/4 $ 10%-6 $ 18%-8
Price earnings ratio at year end ........................................................ 5.4 2.5” ’ 4.1

Current assets....................................................................................... $ 115,076 $ 123,257 $ 109,280
Current liab ilities ................................................................................. 27,763 21,504 26,995
Working ca p ita l................................................................................... 87,313 101,663 82,285
Receivable tu rnover............................................................................. 9.2 8.9 7.8
Inventory turnover............................................................................... 4.5 3.4 4.0

Plant and equipment expenditures...................................................... $ 7,105 $ 6,941 $ 7,700
Plant and equipment (n e t)................................................................... 53,680 57,94b 61,662
Total assets................................................................... ................ 170,274 183.008 187 05b
Total assets tu rnover........................................................................... 1.8 1.6 1.5

Total funds borrowed........................................................................... $ 40,333 S bb,157 S 55,045
Percent of total funds borrowed to equity........................................... 41.4% 73.2% 56.1%
Shareowners' e qu itv ............................................................................. S 97,500 $ 90,330 $ 98,089
Equity per common share..................................................................... 24.50 22.27 23.43
Net earnings before extraordinary item as percent of equity.............. 10.9% 11.2%” ’ 9.6%

Common shares outstanding (average).............................................. 3,998,o5o 4,098,003 4,273,318
Shareowners (at December 3 1 ) ........................................................... 5,952 6,100 5,566
Employees............................................................................................. 12,745 12,381 14,200

(1) Excluding $14,275,000 w rite -o ff o f  goodw ill.
(2) Earnings per share were $2.47 exclud ing  $14,275,000 w r ite -o ff o f goodw ill18



1972 1971 1970 I960

$ 244,648 $ 176,081 $ 177,138 $ 156,932
83,639 46,664 40,917 32,678
34.2% 26.5% 23.1% 20.8%

$ 28,360 $ 14,090 $ 10,569 $ 7,273
37,500 21,120 16,005 14,586
4,063 3,945 4,395 3,492

13,707 6,609 8,958 7,327
— — — —

$ 13,707 $ 6,609 $ 8,958 $ 7,327
5.6% 3.8% 5.1% 4.7%

$ 5,470 $ 3,149 $ 4,458 $ 3,190
39.9% 47.6% 49.8% 43.5%

$ 8,237 $ 3,4e0 $ 4,500 $ 4,137
3.4% 2.0% 2.5% 2.6%

— — $ l,19t> $ (1,055)
$ 8,237 $ 3,460 $ 5,696 $ 3,082

s 1.92 $ .80 $ 1.16 $ 1.07
— — .31 (27,

$ 1.92 $ .80 $ 1.47 S .80
$ .50 $ .50 $ .50 $ .90
$ 22%-16 $ 225/»-13,/2 5 19»/2-9’/2 $ 44,/4-14‘/4

9.4 18.0 16.4 14.1

$ 90,042 $ 83,417 $ 73,082 $ 72,002
36,457 20,880 37,684 55,618
54,185 53,537 35,398 16,474

8.3 6.8 6.1 6.1
4.5 4.3 4.5 3.7

5 8,705 S 6,561 $ 0,002 $ 8,345
62,310 61,634 53,486 53,601

100,662 162,790 144,880 142,001
1.4 1.2 1.2 1.1

$ 47,079 S 54,376 $ 44,679 $ 49,054
51.0% 63.1 % 57.7% 67.2%

$ 92,297 $ 86,18o $ 77,452 $ 72,090
21.51 20.00 19.96 18.81
8.9% 4.0% 5.8% 5.7%

4,290,518 3,880,884 3,880,884 3,880,884
5,226 6,034 4,321 3,153

13,718 13,018 10,le5 10,800

1968 1967 1966

$ 145,356 $ 130,526 $ 121,221
36,366 29,687 30,747
25.0% 22.7% 25.4%

S 6,935 $ 5,717 $ 5,498
11,137 8,413 6,275
1,313 1,003 670

16,081 14,464 18,304
— — —

$ 16,981 $ 14,464 $ 18,304
11.7% 11.1% 15.1%

5 8,690 $ 6,679 $ 8,787
51.2% 46.2% 48.0%

5 8,282 5 7,785 $ 9,517
5.7% 6.0% 7.9%

— — —
$ 8,282 $ 7,785 $ 9,517

$ 2.13 $ 2.01 $ 2.45
— — —

$ 2.13 $ 2.01 $ 2.45
$ 90 5 .90 $ .90
$ 48% -23% $ 28%-10% $ 31-18%

21.0 11.6 7.9

$ 64,985 $ 58,581 $ 50,296
31,257 28,066 19,574
33,728 30,515 30,722

6.6 5.5 5.0
3.8 4.5 5.1

5 7,863 $ 10,970 $ 7,378
50,206 47,524 42,318

116,521 108,416 05,506
1.2 1.2 1.3

$ 23,000 $ 10,875 5 11,750
31.3% 29.0% 18.3%

S 73,401 $ 68,612 $ 64,320
18.91 17.68 16.57

11.3% 11.3% 14 8%

3,880,884 3,880,884 3,887,331
2,856 3,340 3,241

11,500 11,000 10,518



Statements of 
Financial Position
Hanes C orpo ra tion  and 
Consolidated Subsidiaries 
December 31, 1075 
and December 31, I»74

Assets 1975 1074

Current Assets

Cash ............................................................................... $ 2,787,000 $ 006,000
Certificates of deposit..................................................
Trade accounts receivable, less allowances of

7,081,000 5,666,000

$1,804,000 in 1075 and $I,o46,000 in 1074............
Inventories:

34,234,000 32,355,000

Finished products .................................................... 44,404,000 54,833,000
Products in process.................................................. 14,030,000 15,433,000
Materials and supplies ........................................ 10.050 000 13,519,000

60,474,000 83,785,000
Prepaid expenses.......................................................... 600,000 455,000
Total Current Asssets .............................................. 115,076,000 123,257,000

Investments and
Other Assets 1,518,000 1,805,000

Property, Plant and 
Equipment

Land ............................................................................... 1,246,000 1,312,000
Buildings ....................................................................... 42,446,000 44,210,000
Machinery and equipm ent.......................................... 73,802,000 72,107,000

117,404,000 117,629,000
Less allowances for depreciation.................................. 63,814,000 50,683,000

53,680,000 57,946,000

$170,274,000 $183,008,000
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Liabilities and Shareowners' Equity 1075 1074

Current Liabilities
Trade accounts payable................................................
Accrued expenses .........................................................
Taxes on incom e...........................................................
Current portion of long-term d e b t..............................
Total Current Liabilities

$ 11,867,000 
11,020,000 
3,976,000 

000,000 
27,763,000

$ 7,04t>,000
0,827,000 
2,064,000 
1,757,000 

21,504,000

Long-Term Debt —less portion classified as current liability Note B . 39,433,000 64,400,000

Other Liabilities Deferred income taxes.................................................. 3,808,000 5,603,000
Deferred compensation and other liab ilities.............. 1,770,000 1,081,000

Shareowners' Equity
Common Stock, par value $1 per share:

Authorized 20,000,000 shares
Issued 4,291,517 shares (inc luding 312,300 and

235,800 shares in treasury in 1975 and 1974, 
respectively) .................................................... 4,292,000 4,292,000

Additional paid-in cap ita l............................................ 10,768,000 10,768,000
Retained earnings—Note B .......................................... 85,207,000 77,390,000

Less cost of Common Stock in treasury......................
100,267,000

2,767,000
92,450,000

2,120,000
Total Shareowners' Equity 97,500,000 90,330,000

Contingencies—Note I

$170,274,000 $183,008,000

See notes to  financ ia l statements
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Hanes C orpo ra tion  and 
Consolidated Subsid iaries 
Years ended December 31, 1975 
and December 31,1974

Statement
of Earnings______ 1975 1974

Earnings From 
Operations

Net sales.................................................................
Cost of products s o ld ..........................................

Advertising and promotion expenses ................
Selling and administrative expenses....................

Earnings from operations....................................

$314,790,000
180,929,000
124,861,000
42,512,000
57,905,000

100,417,000
. 24,444,000

$288,765,000
174,186,000
114,579,000
38,167,000
55,129,000
93,296,000
21,283,000

Earnings Before
Income Taxes

Other income (expenses):
Interest expense................................................
Miscellaneous—net—Note F ............................

(5,241,000)
(3,284,000)
15,919,000

(6,448,000)
704,000

15,539,000

Write-off of goodwill—Note E ............................ — (14,275,000)
Earnings before income taxes.............................. 15,919,000 1,264,000

Income Taxes Provision for income taxes—Note D
Currently payable.............................................
Deferred (c re d it)...............................................

Total income taxes ...............................................

. . .  7,095,000
_____________________ (1,795,000)
________________  5,300,000

5,573,000
(173,000)

5,400,000

Net Earnings Net earnings (loss) ............................................... $ 10,619,000 $ (4,136,000)

Net Earnings (Loss)
Per Common Share
Note H $2.66 $(1.01)

See notes to  Financial statements.
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Statem ents of 
Shareowners' Equity
Hanes C orporation and
Consolidated Subsidiaries Additional

Retained TreasuryYears ended December 31, 1975 Common Paid-In
and December 31, 1974 Stock Capital Earnings Stock Total

Balance at
lanuary 1, 1974 .......................................
Net lo s s ...........................................................
Cash dividends—

$.62 per share.........................................
Purchase of Company's

Common S to ck .....................................

$4,292,000 $10,768,000 $84,062,000
(4,136,000)

(2,536,000)

$(1,033,000)

(1,087,000)

$98,089,000
(4,136,000)

(2,536,000)

(1,087,000)

Balance at
December 31, 1974 .................................
Net income ...............................................
Cash dividends—

$.70 per share .......................................
Purchase of Company's

Common S tock .....................................

4,292,000 10,768,000 77,390,000
10,619,000

(2,802,000)

(2,120,000)

(647,000)

90,330,000
10,619,000

(2,802,000)

(647,000)

Balance at
December 31, 1975 ................................... $4,202,000 $10,768,000 $85,207,000 $(2,767,000) $97,500,000

Sec notes Io financ ia l statements.
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1975 1974
Statements of Changes 
in Financial Position
Hanes C o rpo ra tio n  and 
Consolidated Subsidiaries 
Years ended December 31, 1075 
and December 31, 1071

Sources of Funds Net earnings (loss)......................................................
Add (deduct) items not affecting working capital 

in the current period:
Provision for depreciation
Provision for loss on disposal of excess facilities
Provision for deferred income taxes....................
Amortization of debt discount and expense
Write-off of goodwill ..........................................

Funds Provided Front Operations
Proceeds from disposal of property items sold,

less ga ins ..................................................................
Long-term borrowings ................................................
Changes in other assets and liab ilities........................
Total Funds Provided

$ 10,019,000

8,352,000
2,554,000

(1,795,000)
190,000

19,900,000

1,289,000

148,000
21,337,000

$(4,130,000)

8,197,000

(173,000)
191,000

14,275,000
18,354,000

2,460,000
11,000,000

(147,000)
31,667,000

Uses of Funds Cash dividends p a id ....................................................
Additions to property, plant and equipment
Reductions of long-term d e b t.....................................
Purchase of Company's Common S tock ....................

2,802,000
7,105,000

25,133,000
647,000

2,536,000
6,941,000
1,725,000
1,087,000

Total Funds Used 35,687,000 12,280,000

Increase (Decrease) in Working Capital $(14,350,000) $10.378,000

Changes in
Working Capital

Increase (decrease) in current assets:
Cash ....................................................................
Receivables ........................................................
Inventories ..........................................................
Prepaid expenses ................................................

$ 4,106,000 
1,879,000 

(14,311,000) 
145,000 

(8,181,000)

$ 2,619,000 
(2,950,000) 
14,281,000 

3o,000
13,977,000

Increase (decrease) incurrent liabilities:
Trade accounts payable...................................... 3,921,000 (6,279,000)
Accrued expenses 1,193,000 (121,000)
Taxes on incom e................................................ 1,912,000 (672,000)
Current portion of long-term d e b t.................... (857,000) 1,671,000

6,169,000 (5,401,000)
Increase (Decrease) in Working Capital $(14,350,000) $19,378,000

See notes to  financia l statements.
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Notes to
Financial Statements
Note A—Summary of 
Accounting Policies

Principles of Consolidation. The consolidated financial statements include the accounts of all wholly-owned subsidiaries 
Significant intercompany accounts and transactions have been eliminated Investment in a 51%-owned company whose 
operation is unrelated to the Company is accounted for by the equity method

Inventories. Inventories are stated at the lowei cost (first-in , first-out method) or market

Piopertvand Depreciation. Land, buildings, machinery and equipment are carried at cost Depreciation is computed 
principally bv the straight-line method for financial reporting and accelerated methods for tax reporting. Leasehold 
improvements are being amortized on a straight-line basis over the lifeo f the leases or the useful life of the improvements, 
whichever is shorter.

Debt Discount and Expenses. Debt discount and expenses incurred in connection with the issuance of long-term debt have 
been deferred and are being amortized by the bonds outstanding method as charges to income over the life of the debt.

Research and Development. Research and development costs related to both present and future products are charged to 
operations as incurred

Advertising and Promotion. Advertising and promotion costs are charged to operations as incurred

Income Taxes. Deterred income taxes are provided tor timing differences between financial and tax reporting principally 
relating to depreciable assets

The earnings of several subsidiaries operating in Puerto Rico are not expected to be subject to United States income taxes 
except to the extent paid out as dividends There is no present intent to pay such dividends and no tax has been provided 

Investment tax credits are accounted for by the flow-through method

Pension Plans. Pension costs are computed and accrued bv the entry age normal method and include amortization of prior 
service costs over a 30-vear period. The Company's policy is to fund pension costs accrued

Note B—Long-Term Debt Long-term debt at December 31,1°75 and 1074
is summarized below: 1075 1074

Bank term and revolving credit loans"’ ................................
Insurance company notes"’ ....................................................
Mortgage note, interest at 6J/n%,

maturing in annual installments of $108,000 
including interest, to 1000, collateralized bvdeed 
of trust on manufacturing and warehouse facility
in Jersey City, New Jersey..................................................

Note to former owner of Bali, 6% interest,
maturing in 1075 ................................................................

Obligations under lease-purchase agreements
and o th e r...............................................................................

Less portion classified as current lia b ility ................................

$14,000,000 $38,000,000
24,0el,000 23,805,000

2,251,000

21,000 
40,333,000 

000,000 
$30,433,000

2,303,000

1,350,000

oQo.OOO 
00,157,000 

1,757,000 
$o4,400,000
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Notes to
Financial Statements
Note B—Long-Term Debt 
—Continued

(1) During 1975 the C ompany reduced its $50 million bank line for revolving credit and term loans to $54 million. An 
additional $10 million reduction was made subsequent to vearend. At December 51, 1975, term loans of $14 million 
were outstanding bearing interest at 130% of prune rate, not to exceed 9.9%. Borrowings of $20 million were available 
under revolving credit notes at interest of Vs of 1 "o over prime rate. Such borrowings are convertible to term notes on 
March 51. 1977 hearing interest at *'2 ot 1% over prime rate and maturing in varying quarterly installments commencing 
|une 50, 1977 with a final payment on June 50, 1985. The Company will pay commitment fees of 1 ? of I % on the unused 
amount of the commitments until March 51, 1977 and is subject to certain required prepayments on the loans if the 
Company sells for cash anv common stock or convertible securities at any time prior to June 50, 1977 or reaches specified 
levels of earnings thereafter.

(2) Principal amount of $25,000,000 less unamortized discounts of $950,000 and $1,105,000 at December 51, 1075 and 1974, 
respectively. Interest is 8*/2% with required annual prepayments of $2,500,000 from 1977 to 198o

Maturities of long-term debt during the five years ending December 51,1980 are as follows : 1970- $900,000; 1Q77—
$3,o84,000; 1978—$4,0o3.000; 1979-$4,0o7,000; and 1980-54,447,000.

Among other things, the agreements relating to the above long-term financing place certain restrictions upon further borrow­
ings, leases, sale of assets and the payment of cash dividends and require a minimum amount of working 1 apital and net worth. 
Retained earnings free of such restrictions at December 51,1075 and 1974, amounted to $7,247,t>00 and $5,000,000, respectively

NoteC—Pension Plans The Company and certain subsidiaries have pension plans covering all employees who qualify as to age and length of service.
The total pension expense was $1,659,000 in 1975 and $1,337,000 in 1974. The actuarially computed value of vested 
benefits at December 31, 1974 (the latest valuation date) was $20,920,000 and exceeded the market value of the plan assets 
and accrued balance sheet liability at that date by $2,101,000 The plans were amended on January 1, 197b, to comply with 
1974 pension plan legislation; such amendments w ill not have a significant effect on the cost of the plans.

Note D—Income Taxes The reasons for the difference between total tax expense and the amount computed by applying the statutory federal income
tax rate of 48% to income before income taxes are as follows:

1975 1974

48% of pre-tax earnings $ 7,94 1,000 $ 607,000
Effect of non-deductible write-off of goodwill — 6,852,000

$ 7,941,000 7,459,000
State and local income taxes, net of Federal tax benefit 390,000 338,000
Effect of tax benefits from subsidiaries operating

in Puerto Rico (2,120,000) (1,909,000)
Investment tax c red it......................................................... (900,000) (350,000)
Other items (11,000) (381,000)

$ 5,300,000 $5,400,000

Under exemptions expiring from 1978 to 1099, certain subsidiaries doing business in Puerto Rico are not required to pay 
Puerto Rican income taxes. The cumulative amount of undistributed earnings of subsidiaries operating in Puerto Rico on which 
the Company has not recognized income taxes was approximately $ 13,000,000 at December 31,1975.

Note E—1974 
Goodwill Write-Off

Management of the Company decided goodwill had no continuing value as of December 31,1974 and, accordingly, charged 
the goodwill ($3.48 per share) to 1974 earnings. The goodwill related primarily to the initial acquisition cost of two subsidiaries.
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Note F—Other Miscellaneous 
Expenses

Included in other miscellaneous income and expenses are provisions for losses of $4,441,000 ($2,188,000, or 55C per share, net 
of tax benefits) relating to disposal and relocation of facilities. These losses resulted from excess leased New York office space 
($1,353,000), provision for disposition of Bali's New Jersey distribution center ($1,500,000), closing of a knitwear plant in 
North Carolina ($<>19,000), and relocation of two distribution centers ($669,000).

Note G—Capital Stock In 1967, the Company adopted a qualified stock option plan under which options may he granted for 200,000 shares of
Common Stock The option price is the fair market value of the shares at the date of grant Options become exercisable in 
cumulative annual installments of 33’A % commencing one year from the date of grant and expire five years after the date of 
grant
On April 30, 1974, the shareowners approved a supplemental stock option plan under which options may be granted for an 
additional 200,000 shares of Common Stock. The option price at which shares may be purchased shall be not less than 85% of 
the fair market value of such shares at the date of grant. Options become exercisable in cumulative annual installments of 
331/j % commencing one year from the date of grant and expire five years after the date of grant.
Option activity for 1975 and 1974 is summarized as follows:

1967 Plan 1974 Plan
Shares Price Per Share Shares Price Per Share

Options outstanding January 1, 1974 . . . 117,48b $8.75 to $29.56
Granted . . . 35,455 $9.19
Cancelled or expired . . . (23,974) $9.19 to $29.56
Options outstanding December 31, 1974 128,967 $8.75 to $21.13
Granted 32,150 $7.88
Cancelled or expired . . . (48,862) $9.19 to $21.13 (1,450) $7.88
Options outstanding December 31 1975 . . 80,105 $8.75 to $21.13 30,700 $7.88
Shares available for grant— ------- —-

December 31, 1974 69,498 200,000
December 31, 1975 .................................... 118,360 169,300

Options exercisable—
December 31, 1974 64,019
December 31, 1975 .................................. 51,103

Warrants issued with the insurance company notes provide for the purchase of 284,088 shares of the Company's Common 
Stock at $17.74 per share, subject to adjustment, at any time up to and including March 1,1980

The charter of the Company authorized 200,000 shares of Preferred Stock at $100 par value and provides for the Board of 
Directors to fix the preferences, limitations and relative rights of these shares.

Note H—Earnings Per 
Common Share

Earnings per common share are calculated on the average shares outstanding during each year. Options and warrants 
outstanding have been excluded from the computation since the options are less than 3% dilutive and the warrants are anti­
dilutive.

Note I—Contingencies On March 15, 1974, a former hosiery distributor of the Company instituted an action for alleged wrongful termination and
antitrust offenses seeking damages which after trebling would total $ 16,470,000. Management and its general counsel believe 
the ultimate resolution of the suit w ill result in no material adverse effect on the Company's financial position and results 
of operations.
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Notes to
Financial Statements
Note J—Leases Total rental expense for all leases amounted to:__________________ 1975_________ 1974

M inimum rentals .................................................  $0,497,000 $5,773,000
Sublease income ..........................................................  (893,000) (768,000)

$5,004,000 $5,005,000

The future minimum rental commitments as of December 31,1975 for all noncancellable
leases are as follows:

Real
Estate

Data Processing 
and

Other Equipment Vehicles
Sublease
R e n ta lsTotal

1976 ........ . . $ 4,068,000 $ 2,183,000 $1,230,000 $1,38o,000 $ (731,000)
1977 ........ 3,736,000 1,919,000 1,183.000 1,137,000 (503,000)
1978 ........ . 3,143,000 1,632,000 1,122,000 717,000 (328,000)
1979 ........ 2,608,000 1,467,000 997,000 188,000 (44,000)
1980 ........ .. 1,650,000 1,327,000 294,000 44,000 (15,000)
1981-1985 . 5,445,000 5,420,000 — 25,000 —
1986-1989 1,900,000 1,900,000

$22,550,000 $15,848,000 $4,826,000 $3,497,000 $(1,621,000)

The impact on net earnings if financing leases had been capitalized was immaterial for 1975 and 1974

Accountants' Report To The Board of Directors, Hanes Corporation 
Winston-Salem, North Carolina

We have examined the statements of (manual position of Hanes Corporation and Consolidated Subsidiaries as of December 31, 
1975 and 1974, and the related statements of earnings, shareowners' equity and changes in financial position for the years then 
ended Our examinations were made in accordance with generally accepted auditing standards and, accordingly, included such 
tests of the accounting records and such other auditing proceduresas we considered necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the financial position of Hanes Corporation and 
Consolidated Subsidiaries as of December 31,1975 and 1974, and the consolidated results of their operations and changes in 
their financial position for the years then ended, in conformity with generally accepted accounting principles applied on a 
consistent basis.
Winston-Salem, N.C.
February 16,1976 Ernst & Ernst

Stock Activity and Dividend Hanes Corporation's common stock is traded on the New York Stock Exchange A summary of price ranges, dividends and 
earnings per share (EPS) by quarter as reported is shown below:

1975 1974
Price

Range EPS Dividend
Price
Range EPS Dividend

First Quarter 87/a- 6>/» $ .36 $.17 10%-8% $ .56 $.15
Second Quarter 11 - 8*/a .60 .17 9 -7 s,« .61 .15
Third Quarter 12S/s-10*/4 .67 .17 8 % -6 .52 .15
Fourth Quarter 163/#-10V2 1.02 .19 7%-6 (2.73)u| .17
Year 163/»- 6*/4 2.66 $.70 10%-6 $(1.01)"> $.62
(1) Without the $14,275,000 write-off of goodwill in 1974, earnings per share would have been 

78 cents in the fourth quarter, and $2.47 for the year.
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