
BUDGET AND CONTROL BOARD MEETING

MAY 9 1974

On May 9 ,  1 9 7 4 , M r. P . C . S m ith  r e c e i v e d  a P e t i t i o n  from  C h a r l e s ­

to n  C o u n ty  f o r  th e  i s s u i n g  o f  $ 1 ,0 0 0 ,0 0 0  o f  I n d u s t r i a l  R evenue B onds on

b e h a l f  o f  W e t t e r a u ,  I n c .

In  a  t e l e p h o n e  c o n v e r s a t i o n ,  M r. H u g er S i n k l e r  i n d i c a t e d  t h a t

i t  w ould  be a d v a n ta g e o u s  f o r  C h a r l e s t o n  C o u n ty  i f  th e  B u d g e t an d  C o n t r o l  

B o ard  c o u ld  t a k e  p ro m p t a c t i o n  upon  t h i s  r e q u e s t  s o  t h a t  th e  p ro p o s e d  s a l e

m ig h t be a d v e r t i s e d  on May 1 1 , 1 9 7 4 .

P u r s u a n t  t o  t h i s  r e q u e s t ,  B oard  m em bers w ere  p o l l e d  w i th  th e

f o l lo w in g  r e s u l t s .

G o v e rn o r  Jo h n  C. W est - Aye 
M r. H en ry  M i l l s  -  Aye
M r. G rady  L. P a t t e r s o n  - Aye

D a ta  p e r t a i n i n g  to  t h i s  I n d u s t r i a l  R evune Bond P e t i t i o n  h a s  b een

r e t a i n 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 i b i t  I .
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po st  o r r i C E  box sao

May 8, 1974

Honorable P. C. Smith 
State Auditor 
Post Office Box 11333 
Columbia, South Carolina 29211

Dear Pat:

Re: $1,000,000 Charleston County, South Carolina,
First Mortgage Industrial Revenue Bonds, 

Series 1974 (Wetterau, Inc. - Lessee)

Enclosed you will find Petition of the Charleston
County Council in connection with the captioned financing. 
We have already furnished you with the necessary financial 
information for your review.

We also enclose the original and 10 copies of a
resolution to be presented to the State Board for its con­
sideration, together with draft copies of the Lease Agree­
ment, Trust Indenture and Guaranty Agreement. When the 
resolution has been adopted, please return 10 certified copies 
to us.

Thanking you for your assistance in this matter
and with kind regards, I remain

Sincerely yours

HS:mbd 
Enclosures

cc: Robert J. Schneider, Esq.
Paul J. Sauerteig, Esq. 
Richard C. Burrows, Esq. 
Ben Scott Whaley, Esq.



STATE OF SOUTH CAROLINA

COUNTY OF CHARLESTON

F
TO THE STATE BUDGET AND CONTROL )

)
BOARD OF SOUTH CAROLINA ) P E T I T I O N

)
)

The Petition of the County Council of Charleston County 

(the County Board), pursuant to Act No. 103 of the Acts 

of the General Assembly of the State of South Carolina for 

the year 1967, as amended, respectfully shows:

1. The County Board is the governing body of Charleston 

County as established pursuant to Act No. 764 of the Acts of 

the General Assembly of the State of South Carolina for the 

year 1948, and as such it is the "County Board" referred

to in Act No. 103 of the South Carolina General Assembly 

enacted at its 1967 Session, as amended (the Act).

2. The Act authorizes and empowers the County Board 

if it shall comply with the provisions set forth in the 

Act, to acquire land, buildings, equipment and machinery 

and other improvements deemed necessary, suitable and useful 

by any manufacturing or processing enterprise; to lease

the same; and to finance the acquisition of the same through 

the issuance of bonds payable from and secured by a pledge 

of the revenues to be derived from the leasing of such land, 

buildings, equipment and machinery and other improvements.

3. The County Board has agreed w’ith Wetterau, Inc., 

a Missouri corporation (the Lessee), that the County Board 

will undertake to finance the acquisition and construction 

of new facilities to be located in Charleston County by 

the Lessee through the issuance of Industrial Revenue Bonds 

pursuant to the Act. In this connection the County Board 

has agreed to accept a conveyance of the 2.06 acre parcel
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of land on which the facilities will be located (said land 

and the buildings constituting the said facilities being 

hereinafter referred to as the Project), and the County 

Board has agreed to issue One Million Dollars ($1,000,000) 

Charleston County First Mortgage Industrial Revenue Bonds, 

Series 1974 (Wetterau, Inc. - Lessee) pursuant to the Act 

in order to finance the acquisition and construction of 

the Project which, when completed, will constitute a new 

office building and garage facilities in conjunction with

Lessee's new warehouse and distribution facilities which

are being simultaneously constructed by Wetterau, Inc. on 

land adjacent to the Project.

4. The County Board is advised by the Lessee that the 

cost of acquiring the land and the cost of constructing the 

said buildings, is approximately $1,000,000; and that there­

fore, in order to finance the acquisition and construction 

of the Project, including the costs and charges incident to 

the issuance and sale of the bonds hereinafter described,

it will be necessary that the County Board issue One Million 

Dollars ($1,000,000) Charleston County First Mortgage Indus­

trial Revenue Bonds, Series 1974 (Wetterau, Inc. - Lessee)

( t h e  B o n d s ) .

5. When the entire undertaking of the Lessee, including 

the Project, is complete, it will provide substantial increase 

in the number of persons now employed by the Lessee in 

Charleston County in similar operations presently located 

elsewhere in Charleston County which now number about 200 ;

the number being expected to double within five years. The 

construction of the Project will also provide additional 

employment during the period of construction.
6. For the reasons above set forth and hereafter

disclosed, the County Board has found:

(a) The proposed Project will subserve the purposes

? 658»Vi
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(b) By reason of undertaking the Project no pecuniary 

liability will result to the County nor will there be a 

charge against its general credit or taxing power.

(c) The proposed Lease between the County Board and 

the Lessee will unconditionally obligate the Lessee to pay 

rent in an amount adequate to provide for the principal 

and interest payments on the Bonds which maturd and bear

interest as follows:

June 1 Principal Amount Interest Rate

1979 $ 5,000 7%
1 980 5,000 7
1981 10,000 7
1982 20,000 7
1983 30,000 7
1984 40,000 7
1985 50,000 7
1986 60,000 7
1987 60,000 7
1988 60,000 7
1989 60,000 7
1990 70,000 7
1991 80,000 7
1992 100,000 7
1993 110,000 7
1994 120,000 7
1995 120,000 7

(d) The Lessee will unconditionally guarantee the 

payment of the principal of, premium, if any, and interest 

on the Bonds pursuant to a Guaranty Agreement between the

Lessee and the Trustee.

(e) The Lessee is a corporation with a well established 

credit and, therefore, it is unnecessary to establish reserve 

funds for the payment of such principal and interest.

(f) The terms of the Lease will require the Lessee

to carry proper insurance and to pay all costs of maintaining 

the Project in good repair.

7. Pursuant to Section 14 of the Act, the County Board 

sets forth the following information:

(a) The Project to be undertaken consists of land and 

buildings, and other improvements which will he necessary 

for, and part of, an office building and garage facilities
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constructed in conjunction with Lessee's new warehouse and 

distribution facilities in the County.

(b) The undertakings of the Lessee will provide con­

siderable employment during the period of its construction 

and when completed will provide permanent employment for 

many additional persons to the 200 persons now employed by 

the Lessee in its operations conducted elsewhere in Charleston 

County. The number of employees is expected to double 

within five years. It is, therefore, believed that the 

Project will have an extremely beneficial effect upon the 

economy of the County and areas adjacent thereto.

(c) The cost of the Project is approximately One Million 

Dollars ($1,000,000), including construction cost, cost of 

land, financing costs and all other expenses to be incurred

in connection therewith.

8. The proposed Lease will provide, among other things, 

the following:

(a) To finance the cost of the acquisition and construc­

tion of the Project, the County will issue $1,000,000 of 

Charleston County First Mortgage Industrial Revenue Bonds, 

Series 1974 (Wetterau, Inc. - Lessee). /ill Bonds will be 

secured by a pledge of the rents to be paid by the Lessee

and will be further secured by a Trust Indenture, as authorized 

by Section 5 of the Act, to Peoples Trust Bank, Fort Wayne, 

Indiana, as Trustee. The payment of the principal of, premium, 

if any, and interest on the Bonds will be unconditionally 

guaranteed by the Lessee pursuant to a Guaranty Agreement

between the Lessee and the Trustee.

(b) The proceeds derived from the sale of the Bonds 

will be deposited with the Trustee and will be withdrawn

on requisition of the Lessee and the County and applied solely 

for the payment of costs incident to the acquisition and con­

struction of the Project, and the issuance of the Bonds.
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(c) The Lease will contain a specific provision by 

which the Lessee will unconditionally agree to make payments 

to Charleston County, to any School District in Charleston 

County, and to all other political units in which the Project 

is situated, in lieu of taxes, in such amounts as would result 

from taxes levied on the Project by Charleston County, by

any such School District, and by said political- units if 

the Project were owned by the Lessee, but with appropriate 
reductions similar to the tax reductions, if any, which would 

be afforded the Lessee were it the owner of the Project.

(d) The Lease contains no provision imposing any pecuniary 

liability upon the County or which would create a charge

upon its general credit or taxing power.

9. The proposed Trust Indenture is in conventional 

form and constitutes a forecloseable mortgage upon the Project. 

Included in the granting clause of the mortgage will be:

(a) All real property, and interests therein, acquired 

or to be acquired for the Project.

(b) The right, title and interest of the County in

t h e  L e a s e .

(c) All rentals and revenues derived by the County 

under the Lease, except those payments to be made in lieu 

of taxes or by way of indemnification.

The Indenture makes provision for the issuance of One 

Million Dollars ($1,000,000) of Bonds to be secured thereunder.

It provides for the payment and redemption of the Bends, 

the establishment of a Bond Fund into which the proceeds 

of the rents payable by the Lessee are placed, and the use 

of said fund for the payment of the Bonds. It imposes upon 

the Lessee the obligation to pay, in addition to the moneys 

required for the payment of the principal and interest of 

the Bonds, all other costs and expenses resulting from the

rI* fc'Gl
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execution and delivery of the Indenture and the issuance of 

the bonds pursuant thereto.

10. The proposed Lease, the proposed Guaranty Agreement 

and the proposed Trust Indenture (draft copies of which are 

enclosed herein) will be in substantially the form heretofore 

used in the issuance of Industrial Revenue Bonds pursuant to 

the Act. While changes may be made in the enclosed forms, it 

is not expected that there will be any changes which will 

substantially affect the undertaking as now outlined therein.

Upon the basis of the foregoing, the County Board 

respectfully prays:

That the State Budget and Control Board accept the 

filing of the Petition presented herewith and that it do, 

thereafter, and as soon as practicable, make its independent 

investigation of the Project and the terms and provisions 

of the Lease, the Guaranty Agreement and the Trust Indenture, 

as it deems advisable, and that thereafter, the said State 

Board make a finding that the proposed Project will promote 

the purpose of the Act and that it is reasonably anticipated 

to effect such result, and on the basis of such finding, 

that it does approve the Project, including changes in any 

details of the said financing as finally consummated v/hich 

do not materially affect the said undertaking, and give published 

notice of its approval in the manner set forth in Section

14 of the Act.

Respectfully submitted,

(SEAL) By

CHA

Charleston County

Attest:

(J.H
Clerk, County ^uuiicTT of

Charleston County

Ay .. ......... , 1974
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STATE OF SOUTH CAROLINA BUDGET AND CONTROL BOARD

WHEREAS, heretofore the County Council of Charleston 

County (the County Board) did, pursuant to Act No. 103 of 

the General Assembly of the State of South Carolina for
I the year 1967, as amended (the Act), petition the State 

Budget and Control Board of South Carolina (the State Board) 

seeking the approval of the State Board to an undertaking 

by the County Board pursuant to the Act; and

WHEREAS, the proposed undertaking consists of the 

acquisition by the County Board of a parcel of land containing

; approximately 2.06 acres of land located in Charleston County, 

on which the County Board will finance the acquisition and 

construction of facilities to be used for an office building 

and garage facilities in conjunction with the existing ware­

house and distribution operations in the County (said 2.06 

acre tract of land, and the buildings constituting the said 

facilities being hereinafter referred to as the Project), 

and which Project will be leased to Wetterau, Inc., a 

Missouri corporation (the Lessee); and
WHEREAS, the Project is to be leased to the Lessee 

at a rental sufficient to provide for the payment of the 

Bonds of Charleston County hereafter referred to, and costs 

and expenses resulting from the issuance thereof; and

WHEREAS, in order to finance the Project the County 

Board proposes to provide for an issue of $1,000,000 

Charleston County First Mortgage Industrial Revenue Bonds 

payable from the rentals derived from the Lessee and addi- 

tionally secured by a Trust Indenture between Charleston 

County and Peoples Trust Bank, Fort Wayne, Indiana, as Trustee; 

and
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WHEREAS, the payment of the principal of, premium, 

if any, and interest on the bonds will be unconditionally 

guaranteed by the Lessee pursuant to a Guaranty Agreement 

between the Lessee and the Trustee; and

WHEREAS, the form of the Lease Agreement between 

Charleston County and the Lessee, the form of the Guaranty 

Agreement and the form of the Trust Indenture have been 

considered by this Board.

NOW, THEREFORE, BE IT RESOLVED BY TEE STATE BUDGET

AND CONTROL BOARD IN MEETING DULY ASSEMBLED:

1. It has been found and determined by the State

Board
(a) That the statement of facts set forth in the 

recitals of this Resolution are in all respects true and

c o r r e c  t .

(b) That the County Board has filed a proper petition 

to the State Board establishing a reasonable estimate of 

the cost of the Project, a general summary of the terms

and conditions of the Lease, the Guaranty Agreement and 

the Trust Indenture to be made by the County Board and has 

established that the Lessee will pay as additional rentals, 

in lieu of taxes, the sums prescribed by Section 6 of the

Act.
(c) That the Project will provide a substantial 

increase in the number of persons now employed in the 

County in similar operations located elsewhere in the County 

which now number about 200; the number being expected to 

double within five years. The Project will be of benefit

to Charleston County and adjoining areas.

(d) That the Project is intended to promote the purpose 

of the Act and is reasonably anticipated to effect such

results .
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2. On the basis of the foregoing findings the proposed 

undertaking of the County Eoard to acquire the land included 

in the Project, to finance the construction thereon of the 

buildings included in the Project, to lease the Project

to the Lessee and to finance the cost of acquiring and con­

structing the Project through the issuance of $1,000,000 

Charleston County First Mortgage Industrial Revenue Bonds 

payable from the revenues to be derived from the leasing 

of the Project and additionally secured by the said Trust 

Indenture, all pursuant to the Act (including changes in 

any details of the said financing as finally consummated 

which do not materially affect the said undertaking) , be 

and the same is hereby approved.
3. Notice of the action taken of the State Board

in giving approval to the undertaking of Charleston County 

above described in paragraph 2, supra, shall be published 

in THE NEWS AND COURIER, a newspaper having general circu­

lation in Charleston County.
4. That notice to be published shall be in form substan 

tially as set forth as EXHIBIT "A" of this Resolution.
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EXHIBIT "A"

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

SOUTH CAROLINA FOR THE YEAR 
1967 , AS AMENDED

Notice is hereby given that following the filing of 

a Petition by the County Council of Charleston County (the 

County Board) to the State Budget and Control Board of South 

Carolina (the State Board), approval has been given by the 

State Board to the following undertaking (including changes 

in any details of the said financing as finally consummated 

which do not materially affect the said undertaking), viz:

The acquisition by the County Board of a parcel of 

land containing approximately 2.06 acres in Charleston 

County, on which the County Board will cause to be constructed 

facilities to be used as an office building and garage 

facilities in conjunction with the existing warehouse and 

distribution operations in the County (said 2.06 acre tract 

of land, and the buildings constituting the said facilities 

being hereinafter referred to as the Project). To finance 

the acquisition and construction of the Project, the County 

Board will issue $1,000,000 Charleston County First Mortgage 

Industrial Revenue Bonds (the Bonds) pursuant to Act No.

103 of the Acts of the South Carolina General Assembly for 

the year 1967, as amended. The County Board will lease 

the Project to Wetterau, Inc., a Missouri corporation (the 

Lessee) , under a Lease Agreement and the Bonds of Charleston 

County will be payable solely from the rentals to be paid 

to the County by the Lessee, which has irrevocably covenanted 

and agreed to pay when due, all sums required for the princi­

pal and interest thereon, and the Bonds will be additionally 

secured by a Trust Indenture which will constitute a foreclose 

able lien upon the Project. The payment of the principal of,
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premium, if any, and interest on the Donas will be uncondi­

tionally guaranteed by the Lessee pursuant to a Guaranty 

Agreement between the Lessee and the Trustee.

In addition the Lessee has agreed to pay as additional 

rentals to Charleston County, the School District, and all 

other political units wherein the Project is located, in 

lieu of taxes, such amounts as would result from taxes levied 

on the Project by Charleston County, the said School District, 

and the said other political units wherein the Project is 

situate, if the Project were ow ned by the Lessee, but with 

appropriate reductions similar to the tax exemptions, if 

any, which would be afforded to the Lessee if it were the 

owner of the Project.
The Lease by which Charleston County will lease the 

Project to the Lessee will provide that the Lessee shall 

purchase the Project for One Dollar ($1.00) upon the payment 

in full of the Bonds.

When completed, the Project will provide substantial 

increase in the number of persons now employed by the Lessee 

in Charleston County in similar operations presently located 

elsewhere in the County which now number about 2C0; the num­

ber being expected to double within five years. The con­

struction of the Project will also provide additional employ­

ment during the period of construction.
Notice is further given that any interested party 

may at any time within twenty (20) days after the date of 

publication of this Notice, but not afterwards, challenge 

the validity of the action of the State Board in approving 

the undertaking of the County Board by action de novo instituted 

in the Court of Common Pleas for Charleston County.

TEE STATE BUDGET ANIJ CONTROL BOARD

By: P. C. SMITH, Secretary

PUBLICATION DATE:
____________________________ , 1974 667



STATE OF SOUTH CAROLINA,

COUNTY OF RICHLAND.
I, P. C. SMITH, Auditor of the State of South Carolina, 

and Secretary of the State Budget and Control Board, DO HERLBY

CERTIFY:
That the said State Budget and Control Board is composed 

of the following:

His Excellency, John C. West, Governor of South 
Carolina and Chairman of the Board;

The Honorable Grady Leslie Patterson, Jr., State 
Treasurer;

The Honorable John Henry Mills, Comptroller General 
of South Carolina;

The Honorable Rembert C. Dennis, Chairman of the Senate 
Finance Committee; and

The Honorable Robert James Aycock, Chairman of the 
House Ways and Means Committee.

That due notice of meeting of said Board, called to be 

held at the office of the State Auditor, in the Hampton Office

Building, at Columbia, South Carolina, a t _______________ . M. ,

_____ , 1974, was given to all members in writing,

and at least four (4) days prior to said meeting; that all 

members of said Board were present at said meeting, with the 

exception of:

That at said meeting, a Resolution, of which the 

attached is a true, correct and verbatim copy, was introduced 

by , who moved its adoption; said motion was

seconded by ______________________, and upon vote being taken

and recorded it appeared that the following votes were cast:

i
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FOR MOTION AGAINST MOTION

That Chairman thereupon delivered the Resolution 

unanimously adopted, and the original thereof has been duly 

entered in the permanent records of minutes of said Board, in 

my custody as its Secretary.

Secretary

__________________________, 1974.
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CHARLESTON COUNTY, SOUTH CAROLINA

AND

WETTERAU, INC.

LEASE AGREEMENT

Dated as of June 1, 1974



THIS LEASE AGREEMENT, dated as of Jur.e 1, 1974, 

between CHARLESTON COUNTY, a body politic and corporate and a 

political subdivision of the State of South Carolina, acting 

by and through the County Council of Charleston County, which 

is the governing body of said County as constituted by Act No.

764 of 1948, party of the first part, and WETTERAU, INC., a 

corporation organized and existing under the laws of the State 

of Missouri, duly qualified to conduct business in the State 

of South Carolina, party of the second part,

W I T N E S S E T H :

In consideration of the respective represent/ tions and 

agreements hereinafter contained, the parties hereto agree as 

follows (provided that in the performance of the agreements of 

the party of the first part herein contained, any obligation 

it may thereby incur for the payment of money shall not create 

a pecuniary liability or a charge upon its general credit or 

against its taxing powers but shall be payable solely out of the 

proceeds derived from this Lease Agreement, the sale of the 

Bonds referred to in Section 2.1 hereof, the insurance proceeds, 

and proceeds from released property and condemnation awards as 

herein provided):

ARTICLE I

DEFINITIONS

SECTION I.3. Certain terms used in this Lease Agreement 

are defined herein. When used herein, such terms shall have 

the meanings given to them by the language employed in this 

Article I defining such terms, unless the context clearly

indicates otherwise.

SECTION 1.2. The following terms arc defined terms under 

this Lease Agreement:

"ACT" means Act No. 103 of the Acts of the General Assembly 

of the State of South Carolina for the year 1967, as amended.
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“ADDITIONS or ALTERATIONS" means improvements, replace­

ments, alterations, additions, enlargements or expansions in, 

on or to the Project including any and all machinery and equip­

ment therefor.

"AGREEMENT" or "LEASE AGREEMENT" means the within Lease 

Agreement between the County and the Lessee as the same may be 

amended from time to time in accordance with the provisions

hereof.

"AUTHORIZED COUNTY REPRESENTATIVE" means the person at 

the time designated to act in behalf of the County by written 

certificate furnished to the Lessee and the Trustee, containing 

the specimen signature of such person and signed on behalf of 

the County by the Chairman of the County Board. Such certificate 

may designate an alternate or alternates.

"AUTHORIZED LESSEE REPRESENTATIVE" means the person at 

the time designated to act in behalf of the Lessee by written 

certificate furnished to the County and the Trustee, containing 

the specimen signature of such person and signed on behalf of 

the Lessee by its President, any of its Vice Presidents, or 

its Treasurer or by the Chairman of its Board of Directors.

Such certificates may designate an alternate or alternates.

"BONDS" means the $1,000,000 Charleston County, South 

Carolina, First Mortgage Industrial Revenue Bc-nds, Series 1974 
(Wette»au, Inc. - Lessee) to be issued pursuant to the Inden­

ture. Bonds shall alsc include Substitute Bonds.

"BOND FUND" means the Bond Fund created in Section 502 of

the Indenture and referred to herein.

"BUILDINC" means the buildings and all other facilities 

forming a part of the Project which, as set out in Section 4.1(a) 

hereof, are to be constructed on the Leased Land, as they may 

at any time exist, including any air conditioning and heating 

systems (which shall be deemed fixtures).

"CHAIRMAN" means the chief executive officer of the County

Board. The term shall also include the Vice Chairman of the

rc. .1 7



County Board whenever, by reason of absence, illness or other 

reason, the person who is the Chairman is unable to act.

’’COMPLETION DATE” means the date of completion of the 

construction of the Building and all other facilities m  con­

nection with the Project as that date shall be certified as 

provided in Section 4.5 hereof.
"CONSTRUCTION FUND” means the Construction Fund created 

in Section 602 of the Indenture and referred to herein.

"CONSTRUCTION PERIOD” means the period between the beginning 

of construction or the date on which Bonds are first delivered 

to the purchaser thereof (whichever is earlier) and the Com­

pletion Date.
’’COUNTY” means Charleston County, South Carolina, a body 

politic and corporate and a political subdivision of the State 

of South Carolina, and its successors and assigns.

"COUNTY BOARD" means the County Council of Charleston 

County, and any successor body.

"GUARANTOR” shall mean Wettcrau, Inc., the original

L e s s e e  h e r e u n d e r .

"GUARANTY AGREEMENT" means the Agreement by and between 

the Lessee and the Trustee of even date herewith, whereby the ; 

Lessee unconditionally guarantees the payment of the princi­

pal of, premium, if any, and interest on the Bonds.

"INDENTURE" means the Trust Indenture between the County 

and Peoples Trust Bant, Fort Wayne, Indiana, as Trustee,of even 

date herewith, providing for the terms, conditions and provi­

sions under which the Bonds will be issued, pursuant to which 

the County’s interest in this Agreement and the Lease Rentals 

received by the County from the Project are pledged, and pur­

suant to which the Project is mortgaged as security for the 

payment of principal, premium, if any, and interest on the 

Bonds, including any indenture supplemental thereto.

"INDEPENDENT COUNSEL" means an attorney duly admitted to 

practice law before the highest court of any state and not a
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full time employee of either the County, the Lessee or the

Guarantor.

"INDEPENDENT ENGINEER" means an engineer or engineering 

firm registered and qualified to practice the profession of 

engineering under the laws of South Carolina and who or which 

is not a full time employee of either the County, the Lessee

or the Guarantor.
"LEASE RENTALS" means all of the revenues, rents and 

receipts derived directly or indirectly from the leasing or 

sale of the Project, including all moneys received under the 

Lease Agreement (excepting only amounts paid pursuant to 

Sections 5.4, 5.5, 6.3, 8.7 or 10.4 thereof).

"LEASE TERM" means the duration of the leasehold estate 

created in this Agreement as specified in Section 5.1 hereof.
"LEASED LAND" means the real property described in 

Exhibit "A" attached hereto which, by this reference thereto, 

is incorporated herein.

"LESSEE" means (i) the party of the second part hereto 

and its successors and assigns and (ii) any surviving, resulting 

or transferee corporation as provided in Section 8.3 hereof.

"NET PROCEEDS", when used with respect to any insurance 

or condemnation award, means the gross proceeds from the in­

surance or condemnation award with respect to which that term 

is used remaining after payment of all expenses (including 

attorneys' fees and extraordinary expenses of the Trustee) in­

curred in the collection of such gross proceeds.

"PENALTY RATE" shall mean so long as the Bonds initially 

issued shall be outstanding, interest at the rate of 8% per 

annum; if and when Substitute Bonds are outstanding, Penalty 

Rate shal1 moan int(rest at the rate of 10% per annum.

"PERMITTED ENCUMBRANCES" means, as of any particular time, 

(i) liens for ad valorem taxes not then delinquent, (ii) this 

Agreement and the Indenture, (iii) utility, access and other 

easements and rights of way, flood rights, encroachments, leases, 
restrictions and exceptions that the Authorized Lessee Repre­

sentative certify will not interfere with or impair the opera­

tions 1m in i conducted in the Building (oi il the Building isL 674
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not yet complete, the operations to be conducted) in the Building, 

or, if the Building has been completed and no operations are 

being conducted therein, the operations for which the Building 

was last designed or last modified), (iv) such minor defects, 

irregularities, encumbrances, and clouds on title as normally 

exist with respect to properties similar in character to the 

Project and as do not in the opinion of an Independent Counsel, 

materially impair the title to the Project for the purposes for 

which it was acquired or is held by the County, and (v) mechanics’ 

and materialmen's liens not filed or perfected in the manner 

prescribed by Chapter 5, Title 45, Code of Laws of South 

Carolina, 1962, as now or hereafter amended.

"PROJECT" means the Leased Land and the Building.

"SECRETARY" means the Secretary of the County Board. The 

term shall also include a person whose title is Clerk, and the 

Assistant or Acting Secretary or Clerk of the County Board 

whenever by reason of absence, illness or other reason, the 

person who is the Secretary of Clerk is unable to act.
"SUBSTITUT BONDS" shall mean Bonds issued pursuant to 

Section 209 of the Indenture in exchange for outstanding 

Bonds initially issued pursuant to Section 202 of the Indenture.

"TRUSTEE" means the trustee and/or the co-trustee at 

the time serving as such under the Indenture.

SECTION 1.3. The words "hereof", "herein", "hereunder", 

and other words of similar import refer to this Lease Agreement

as a whole.
SECTION 1.4. References to Articles, Sections and other 

subdivisions of this Lease Agreement are to the designated 

Articles, Sections, and other subdivisions of this Lease 

Agreement.
SECTION 1.5. The headings of this Lease Agreement are 

for convenience only and shall not define or limit the pro­

visions hereof.
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ARTICLE II

representations and undertakings 
SECTION 2.1. Representations by the County. The 

County makes the following representations as the basis for the 

undertakings on its part herein contained:

(a) The County is a body politic and corporate and 

a political subdivision of the State of South Carolina , 

and is authorized and empowered by the provisions of the 

Act to enter into the transactions contemplated by this 

Agreement and to carry out its obligations hereunder.

The Project constitutes and will constitute a "project" 

within the meaning of the Act. By proper action by the 

County Board and the State Budget and Control Board of 

South Carolina, the County has been duly authorized to 

execute and deliver this Agreement.

(b) The County has acquired the Leased Land, upon 

which the Building is being constructed by the Lessee 

and has authorized, and does hereby authorize, the Lessee 

to complete the construction of the Building thereon,

and to acquire, install and construct all things deemed 

necc'ssary in connection with the Project, and the County 

proposes to lease the Project to the Lessee and to sell 

the Project to the Lessee at the expiration or earlier 

termination of the Lease Term, ill for the purposes of 

promoting and employing the manpower and natural 

resources of South Carolina.

(c) Heretofore, the County and the Lessee did 

agree that the County would finance the cost of acquir­

ing and constructing the Project. The Lessee has esti­

mated that such cost will be approxim, tely $1,000,000 and
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on that basis the County now proposes to issue the 

Bonds in the aggregate principal amount of $1,000,000, 

which will be dated, mature and bear interest as set 

forth in Article II of the Indenture and which will be 

subject to redemption on the occasions and at the redemp­

tion prices set forth in Article III of the Indenture, 

in order to finance the cost of acquiring and construct­

ing the Project.

SECTION 2.2. Representations by the Lessee. The Lessee 

makes the following representations as the basis for the under­

takings on its part herein contained:
(a) The Lessee is a corporation duly incorporated 

under the laws of the State of its incorporation, is in 

good standing under its Charter and the laws of the State 

of its incorporation and of the State of South Carolina, 

and has all necessary power under its charter and by-laws 

to enter into this Agreement and by proper corporate actior 

has been duly authorized to execute and deliver this Agree

(b) Neither the execution and delivery of this 

Agreemtnt, the consummation of the transactions contem­

plated hereby, nor the fulfillment of or compliance with 

the terms and conditions of this Agreement, conflict with 

or result in a breach of any of the terms, conditions

or provisions of any corporate restriction or any agree­

ment or instrument to which the Lessee is now* a party or 

by which it is bound, or constitute a default under any of 

the foregoing, or result in the creation or imposition of 

any lien, charge or encumbrance of any nature whatsoever 

upon any of the property or assets of the Lessee under 

the terms of any instrument or agreement.

(c) Relying upon the agreement of the County to 
finance the cost of acquiring and constructing

the Project as aforesaid, the Lessee has heretofore ac-
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quired the Lease Land and has begun construction of 

the Building on the Leased Land.

(d) The Lessee intends to continue to operate 

the Project, from the Completion Date to the expira­

tion or earlier termination of the Lease Term as pro­

vided herein as an office and garage facilities in 

conjunction with Lessee’s warehouse and distribution 

operations in Charleston County.

(e) The acquiring of the Project by the County 

through the issuance of the Bonds and the leasing of 

the Project to the Lessee has induced the Lessee to 

establish this industrial enterprise in the County.

(f) This Lease Agreement, under which the County 

acquires the Project, leases and hereafter conveys the 

Project to the Lessee, is the method employed by the 

Lessee in financing the acquisition of the Project 

and in effecting the payment of the Bonds, and is the 

consideration inuring to the Lessee for the execution 

and delivery of the Guaranty Agreement.
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AP'1' CLE III

DEMISING CLAUSE, WARRANTY OF TIT L E , TITLE INSURANCE

SECTION 3.1. Demise of the Lease Land and Building.

The County demises and leases to the Lessee, and the Lessee 

leases from the County, the Leased Land and the Building at 

the rental set forth in Section 5.3 hereof and in accordance 

with the provisions of this Agreement.

SECTION 3.2. Warranty of Title. The County warrants 

that it has acquired a good and marketable fee simple title 

to the Leased Land, free from all encumbrances other than Per­

mitted Encumbrances, and the County will furnish, at the time 

of the delivery of the Bonds, a written opinion of Independent 

Counsel that it has good and marketable fee simple title to 

the Leased Land, subject to Permitted Encumbrances.

SECTION 3.3. Title Insurance. At the time of the 

delivery of the Bonds, the County will provide a Mortgagee 

Title Insurance Policy (or appropriate binder) upon the 

Leased Land and Building issued by a Company approved by the 

Trustee insuring the lien of the Indenture upon the Leased 

Land and Building, subject to no encumbrances other than Per­

mitted Encumbrances, in the amount specified in Exhibit A 
I to this Agreement.
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ARTICLE IV

CONSTRUCTION OF THE PROJECT; ISSUANCE OF 
THE BONDS; CONSTRUCTION FUND 

SECTION" 4.1, Agreement to Construct ancl Equip the 

Building on the Leased Land. The County has acquired the 

Lea* ed Land by deed duly recorded. The Lessee agrees that it 

will exercise the authorizations given to it by the County in 
Section 2.1(b) and it will cause the Building to be constructed 

on the Leased Land wholly within the boundary lines thereof 

(the Building to contain the square footage as set forth in 

Exhibit "A” hereto, and to be used for the purposes set forth 

in Article II hereof); all of which will be constructed in 

accordance with a general description heretofore furnished to 

the County by the Lessee.
The Lessee agrees to complete the construction of the 

Building as promptly as practicable after receipt of proceeds 

from the sale of Bonds and to continue the said construction

with all reasonable dispatch.
S ECT J ON 4 ._2 • Agreement to Issue Pond s ; Application of

Bond Pioceeds. In order to provide funds for payment of the 

costs of the Project, the County agrees that it will, on or

before the 1st day of Auqust, 1974, sell and cause to 
be delivered to the initial purchaser the Bonds in the aggre­

gate principal amount of $1,000,000 and will thereupon

(i) deposit in the Bond Fund all accrued interest received 

on the sale of the Bonds and (ii) deposit in the Construction 

Fund the balance of the proceeds received from said sale.
SECTION 4.3. Disbursements from the Construction Fund.

The County shall in the Indenture authorize and direct the 

Trustee to use the moneys in the Construction Fund and to pay 

out the same to the persons entitled thereto for the following 

purposes (but, subject to the provisions of Section 4.9 hereof, 

for no other purposes);

(a) Payment of the initial or acceptance fee of 

the Trustee; the fees for recording the deed whereby
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the Leased Land has been conveyed to the County, this 

Agreement, the Indenture, financing statements and any 

title curative documents that either the Trustee, the 

Lessee or Independent Counsel may deem desirable to 

file for record in order to perfect or protect the lien 

or security interest of the Indenture on the Project; 

and the fees and expenses in connection with any actions 

or proceedings that either the Trustee, the Lessee or 

Independent Counsel may deem desirable to bring in order 

to perfect or protect the title of the County to the 

Project or to perfect or protect the lien or security 

interest of the Indenture on the Project.

(b) Payment of such amounts, if any, as shall be 

n e c e s s a r y  to make reimbursement in full for all advances 

and payments made prior to or after the delivery of the 
Bonds for expenditures in connection with (i) the acqui­

sition by the County of title to the Leased Land, including 

the cost of the Leased Land and the preparation of plans 

and specifications for the Project (including any pre­

liminary study or planning of the Project or any aspect 

thereof), (ii) clearing the Leased Land, the construction 

of the Building, and all consti uction, acquisition

and installation expenses required to provide utility 

services or other facilities, and all real or personal 

properties deemed necessary in connection with the 

Project (including architectural, engineering and 

supervisory services with respect to any of the fore­

going) , and (iii) any other costs and expenses relating 

to the Project.

(c) Payment of the cost of legal and accounting 

fees and expenses, title insurance premium, and printing 

and engraving costs incurred in connection with the

IV -  2
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authorization, sale and issuance of the Bonds, the prepa­

ration of this Agreement, the Indenture, and all other 

documents in connection therewith and in connection with 

the acquisition of title to the Leased Land and Building.

(d) Payment for labor, services, materials and sup­

plies used or furnished in site improvement and in the 

construction of the Building, payment for the cost of the 

construction, acquisition and installation of utility 

services or other facilities, and all real and personal 

property deemed necessary in connection with the Project 

and payment for the miscellaneous expenses incidental

to any of the foregoing items including the premium on 

any surety bond.

(e) Payment of the fees, or out-of-pocket expenses, 

if any, for architectural, engineering and supervisory

services with respect to the Project.
(f) Payment to the Trustee as such payments become 

due, of the fees and expenses of the Trustee (as Trustee, 

Bond Registrar and paying agent) and of any paying agent 

properly incurred under the Indenture that may become

due during the Const)net ion Period.
(y) To such extend as they shall not have been paid 

by a contractor for construction or installation with 

respect to any part of the Project, payment of the premiums 

on all insurance required to be taken out and maintained 

during the Construction Period under this Agreement.

(h) Payment of the taxes, assessments and other 

charges, if any, referred to in Section 6.3 hereof that 

may become payable during the Construction Period and, 

payment of such sum which, together with the accrued in­

terest received on the occasion of their delivery will 

be required to pay the first two installments of interest 

to become due on the Bonds.
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(i) Payment of expenses incurred in seeking to 

enforce any remedy against any contractor or subcontractor 

in respect of any default under a contract relating to 

the Project.
(j) Payment of any other costs and expenses relating 

to the Project.
(k) All moneys remaining in the Construction Fund 

after completion of the construction of the Building and 

payment in full of the costs thereof, and after payment 

of all other items provided for in the preceding sub­

sections (a) to (j), inclusive, of this Section, shall at 

the direction of the Lessee be (i) used by the Trustee 

for the purchase of the Bonds for the purpose of
cancellation, at prices not exceeding the principal amount
thereof plus accrued interest thereon to the date of 

delivery, or (ii) paid into the Bond rand, except for 

amounts retained by the Trustee with the approval of the 

Authorized Lessee Representative for payment of Project 

costs not then due and payable; any balance remaining 

of such retained funds after full payment of all such 

Project costs to be used by the Trustee as directed by 

the Lessee in the manner specified in clauses (i) and (ii) 

of this subsection.

! Provided that:

(l) Each of the payments made pursuant to the pre­

ceding subsections (a), (b), (c), (d), (e), (g), (i)

and (j) of this Section shall be made only upon receipt 

by the Trustee of a written order by the Authorized 

Lessee Representative and by the Authorized County Repre­

sentative which shall certify with respect to each such 

payment: (i) that none of the items for which the payment

is proposed to be made has formed the basis for any payment 

theretofore n dc from the Construction Fund and
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(ii) that each item for which the payment is proposed 

to be made is or was necessary in connection with the 

Project.

(2) In the case of any contract providing for 

retention by the Lessee of a portion of the contract 

price, there shall be paid from the Construction Fund only 

the n< t amount remaining after deduction of any such portion, 

until such retainage becomes due in accordance with the

terms of such contract.

SECTION 4 .4 . Trustee May Rely on Orders and Certifi­

cations . In making any such payment from the Construction 

Fund, the Trustee may rely on any such orders and certifications 

delivered to it pursuant to Section 4.3, and the Trustee shall 

be relieved of all liability with respect to making such pay­

ments in accordance with such orders and certifications.

SECTION 4 . 5 .  E s t a b l i s h m e n t  o f  C o m p le t io n  P a t e .  T he 

Ci g l e t  io n  D a te  s h a l l  b e  evidenced to the Trustee by a certifi­
cate signed by the Authorized Lessee Rcpresentativ stating 

that, except; for amounts retained by thr Trustee for Project 

costs not then due and payable as provided in Section 4.3(k),

(5) construction of the Building has been completed in accordance 

with the specifications therefor and all labor, services, 

materials and supplies used in such construction have been paid 

for, and (ii) all other facilities necessary in connection with 

the Project have been constructed, acquired and installed in 

accordance with the specifications therefor and all costs and 

expenses incurred in connection therewith have been paid. 

Notwithstanding the foregoing, such certificate shall state 

that it is given without prejudice to any rights against 

third parties which exist at the date of such certificate or 

which may subsequently come into being. It shall be the 

duty of the Lessee to cause the certificate contemplated
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by this Section 4.5 to be furnished as soon as the Project 

shall have been completed.
SECTION 4.6. Lessee Required to Pay Construction Costs 

in Event Construction Fund Insufficient. In the event the 

moneys in the Construction Fund available for payment of the 

costs of the Project shall not be sufficient to pay the costs 

thereof in full, the Lessee agrees to complete, or cause to be 

completed, the Project and to pay all that portion of the costs 

of the Project as may be in excess of the moneys available 

therefor in the Construction Fund. The County does not make 

any warranty, either express or implied, that the moneys which 

will be paid into the Construction Fund and which, under the 

provisions of this Agreement, will be available for payment of 

the costs of the Project, will be sufficient to pay all the 

costs which will be incurred in that connection. The Lessee 
agrees that if after exhaustion of the moneys in the Con­

struction Fund the Lessee shall pay any portion of the said 

costs of the Project pursuant to the provisions of this 

Section, it shall not be entitled to any reimbursement therefor 

from the County or from the Trustee or from the holders of any 

of the Bonds, nor shall it be entitled to any diminution of 

the rents payable under Section 5.3 hereof. The obligation 

of the Lessee to complete the Project shall survive any 

termination of this Agreement.

SECTION 4.7. Authorized Lessee and County Representatives 

and Successors. The Lessee and the County Board, respectively, 

shall designate, in the manner prescribed in Section 1.2, the 

Authorized Lessee Representative and the Authorized County 

Representative. In the event that any person so designated 

and his alternate or alternates, if any, should become unavail­

able or unable to take any action or make any certificate pro­

vided for or required in this Agreement, a successor shall be 

appointed in the same manner.
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SECTION 4.8. Enforcement of Remedies Against Contractors

and Subcontractors and Their Sureties. The Lessee covenants 

that it will take such action and institute such proceedings 

as shall be necessary to cause and require all contractors 

and material suppliers to complete their contracts, including, 

without limitation, the correcting of any defective work, with 

all expenses incurred by Lessee in connection with the perfor­

mance of its obligations under this Section 4.8 to be considered 

part of the Project costs referred to in Section 4.3(j), and 

the County agrees that the Lessee may, from time to time, in 

its own name, or in the name of the County, take such action 

as may be necessary or advisable, as determined by Lessee, 

to insure the construction of the Project in accordance with 

the terms of such construction contracts, to insure the 

peaceable and quiet enjoyment of the Project for the Lease 

Term, and to insure the performance by the County of all cove­

nants and obligations of the County under this Agreement, 

with all costs and expenses incurred by the Lessee in con­

nection therewith to be considered as part of the Project 

costs referred to in Section 4.3(j). Any amounts recovered 

by way of damage, refunds, adjustments or otherwise in con­

nection with the foregoing, less any unreimbursed legal expenses 

incurred in order to collect the same, shall be paid into the 

Construction Fund and after the Completion Date shall be paid

into the Bond Fund.

SECTION 4.9. Inve^tmen1. of Construction Fund Moneys

Permitted - Limitation on Investments. Any moneys held as 

part of the Construction Fund shall at the written request 

of the Authorized Lessee Representative be invested or re­

invested by the Trustee to the extent permitted by law in 

the manner set forth below but with maturities consonant

with anticipated expenditures to be made from the Construction

Fund:
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(i) obligations of the United States and agencies 
thereof;

(ii) general obligations of the State of South Caro­
lina or any of its political units;

(iii) Savings and Loan Associations to the extent that 
the same are insured by the Federal Savings and 
Loan Insurance Corporation; or

(iv) certificates of deposit where such certificates 
of deposit are collaterally secured by securi­
ties of the type described in (i) and (ii) 
above held by a third party as escrow agent or 
custodian, of a market value not less than the 
amount of the certificates of deposit so secured, 
including interest.

Such investments shall be as specified by the Authorized Lessee 

Representative.
The Lessee further covenants and agrees:

(a) That it will not direct the Trustee to invest any 

moneys held as a part of the Construction Fund in a manner 

which shall be contrary to any policy or rules or regu­

lations of the Internal Revenue Service with respect to

’'arbitrage bonds" within the meaning of Section 103(d)

(2) of the Internal revenue Cede of 1954, as amended, ar.d 

the applicable regulations issued thereunder and as in 

effect on the occasion of the delivery of the Bonds 

(the Regulations); and

(b) It will furnish to the County accurate information

to enable the appropriate County officers and Bond Counsel 

to make all necessary certifications required by the Rcgu-

lat ions.
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ARTICLE V

EFFECTIVE DATE OP THE AGREEMENT? DURATION OF LEASE TFRM;
RENTAL PRO V ISIO NS; PAYMENTS IE’ LIEU 01 

UNCONDITIONAL OBLIGATI ON'S OF LESSEE
TAXES AX’D

SECTION 5.1. Effective Date of this Agreement;

Dur -ion of Lease Tern. This Agreement shall become 

effective upon its delivery and the leasehold estate created 

by this Agreement shall then begin, and, subject to the pro­

visions of this Agreement (including particularly Section 

8.10, Articles X, XI and Sections 12.1 and 12.2), shall expire

June 1, 1995.
SECTION 5.2. Delivery and Acceptance of Possession.

The County agrees to deliver to the Lessee sole and exclusive 

possession of the Leased Land upon the execution and delivery 

of this Agreement and Lessee thereupon and thereafter shall have 

sole and exclusive possession of the Project during the Lease 

Term (subject to the right of the County and Trustee to enter 

thereon for inspection purposes and to the other provisions 

of Section 8.2 hereof).
SECTION 5.3 . Rent s _a nd 0 ther /.mounts Payable . At least 

three days before December 1 , 1974 , and at least three days be­

fore each June 1 and December 1 thereafter, until

the principal of, premium, if any, and interest on the Bonds 

shall have been fully paid or provision for the payment thereof 

shall have been made in accordance with the Indenture, the 

Lessee shall pay to the Trustee as rent for the Project 

(i) if such date is June 1, a sum equal to the amount

payable on such date as principal (whether at maturity or 

by sinking fund redemption as provided in the Indenture) and 

interest upon the Bonds and (ii) if such date is December 1, 

a sum equal to the amount payable on such date as interest 

upon the Bonds, as provided in the Indenture.
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In any event each rental payment under this Section shall 

be sufficient to pay the total amount of interest or interest 

and principal (whether at maturity or by redemption or accelera­

tion as provided in the Indenture) and premium, if any, payable 

on the next succeeding interest payment date, and if on any 

interest payment date the balance in the Bond Fund is insuffi­

cient to make the required payments of principal (whether at 

maturity or by redemption or acceleration as provided in the 

Indenture) and premium, if any, and interest on such date, the 

Lessee shall forthwith pay any such deficiency; provided that 

any amount at any time held by the Trustee in the Bond Fund 

shall be credited against the next rental payment to the extent 

such amount is in excess of the amount required for payment 

of Bonds theretofore matured or called for redemption and past 

due interest in all cases where such Bonds or coupons have not 

been presented for payment; and provided further, that if the 

amount held by the Trustee in the Bond Fund should be sufficient 

to pay at the times required the principal of, premium, if any, 

and interest on the Bonds then remaining unpaid, t ? Lessee 

shall not be obligated to make any further rental payments under

the foregoing provisions of this Section.
In the event the Lessee shall fail to make any of the pay­

ments required in this Section, the item or installment so in 

default shall continue as an obligation of the Lessee until 

the amount in default shall have been fully paid, and the 

Lessee agrees to pay the same with interest thereon at the 

Penalty Pate until paid. The provisions of this Section 

shall be subject to the provisions of Section 9.6 hereof.

SECTICN 5.4. Payment of Trustee*r Fees and Expenses.

In addition to other payments herein prescribed, 

the Lessee agrees to pay to the Trustee until the principal 

of, premium, if any, and interest on the Bonds shall have been 

fully paid (i) an amount equal to the annual f e e  of the Trustee
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for the ordinary services of the Trustee, as Trustee, rendered 

and its ordinary expenses, as Trustee, incurred under the 

Indenture, as and when the same become due, (ii) reasonable 
fees and charges of the Trustee as Bond Registrar and paying 

agent, and any other paying agents on the Bonds, for acting 

as paying agents as provided in the Indenture, as and when 

the same become due, and (iii) the reasonable fees and charges 

of the Trustee for the necessary extraordinary services ren­

dered by it and extraordinary expenses incurred by it under 

the Indenture, as and when the same become due; provided, 

that the Lessee may, without creating a default hereunder, 

contest in good faith the necessity for any such extraordinary 

services and extraordinary expenses and reasonableness of any 

such fees, charges or expenses.

In the event the Lessee shall fail to make any of the pay­

ments required in this Section, the item or installment so in 

default shall continue as an obligation of the Lessee until the 

amount in default shall have been fully paid, and the Lessee 

agrees to pay the same with interest thereon at the Pen- 

a1ty Rate until pa id.

SECTION 5.5. Payments in Lieu of Taxes. It is recog­

nized that under the* provisions of the Act when any project 

is leased by a county pursuant to the Act the lessee thereof 

shall be required to make payments to the county, t.he school 

district or school districts, and other political units wherein 

the project shall be located in lieu of taxes, in such amounts 

as would result from taxes levied on the project by such county 

school district or school districts, and other political unit 

or units, if the project were owned by the lessee, but with 

appropriate reductions similar to the tax exemptions, if any, 

which would be afforded to the lessee if it were the owner of 

the project. For the sole purpose of enabling the Lessee to 

comply with the aforesaid obligation, it is agreed that the 

County in cooperation with the Lessee (i) shall cause the Pro­

ject to be valued as if privately owned as aforesaid for pur­

poses of the said tuxes by the State Tax Commission of South
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Carolina or such other appropriate officer or officers as nay 

from time to time be charged with responsibility for making 

such valuations; (ii) shall cause to be appropriately applied 

to the valuation or valuations so determined the respective 

rate or rates of such taxes, that would be applicable to the 

Project if so privately owned; (iii) shall cause the respective 

appropriate officer or officers charged with the duty of levying 

and collecting taxes to submit to the Lessee, when the respec­

tive levies are made upon property privately owned as aforesaid, 

a statement specifying the amount and due date of such taxes 

which the County, school district and other political units 

having taxing powers would receive if the Project were so 

privately owned; and Lessee shall file any accounts or tax 

returns required with the appropriate officer or officers. The 

Lessee shall pay to the aforesaid taxing authorities when due 

all such payments in lieu of taxes with respect to the Project 

required by the Zvct to be paid to the aforesaid taxing authori­

ties, subject in each case to the Lessee's right to obtain 

exemptions (and discounts), if any, therefrom which would be 

afforded to a private owner of the Project and to seek to 

obtain a refund of any such payments made, and to contest the 

same in the manner and to the extent provided in Section 6.3 

in the c se of taxes and other governmental charges. The Lessee's 

obligation to make such additional payments shall continue only 

so long as and to the extent the Lessee is required by law to 

pay the aforesaid amounts in lieu of taxes. Once having paid 

the amounts required by this Section 5.5 to be paid by it in 

lieu of taxes, the Lessee shall not be required to pay any 

such taxes for which a payment in lieu thereof has been made 

to the State or to any city, county, town, school district or 

other political unit. In the event the Lessee shall fail to 

make any of the p:yments required by this Section 5.5, the amount 
or amounts so in default shall continue as an obligation of the 

Lessee until fully paid and the Lessee agrees to pay the same 

w i t h  interest thereon at t h e  P e n a l t y  R a t e  until paid.L  B S lV- 4



SECTION 5.6. Obligation^ of Losson Hereunder Uncon­

ditional . Subject to the provisions of this Section and 

Section 9.6 hereof, the obligations of the Lessee to make the 

payments required in Sections 5.3 and 5.5 hereof and to perform 

and observe the other agreements on its part contained herein 

shall be absolute and unconditional and until such time as the 

principal of, and interest and premium, if any, on the Bonds 

shall have been fully paid or provisions for the payment 

thereof shall have been made in accordance with the Indenture, 

the Lessee (i) will not suspend or discontinue any payments pro­

vided for in Section 5.3 hereof, (ii) will perform and observe 

all of its other agreements contained in this /agreement, 

and (iii) except as provided in Section 11.1 hereof will not 

terminate the Lease Term for any cause including, without 

limiting the generality of the foregoing, failure of the Lessee 

to complete the Project, the taking by eminent domain of title 

to or the right of temporary use of all or any part of the 

Project, any acts or circumstances that may constitute failure 

of consideration, eviction or constructive eviction, destruction 

of or damage to the Project, commercial frustration of purpose, 

any change in the tax or other laws of the United States of 

America or South Carolina or any political subdivision of 

cither thereof or any failure of the County to perform and ob­

serve any agreement, whether express or implied, or any duty, 

liability or obligation arising out of or connected with this 

Agreement. Nothing contained in this Section shall be con­

strued to release the County from the performance of any of 

the agreements on its part herein contained; and in the event 

the County should fail to perform any such agreement on its 

part, the Lessee may institute such action against the County 

as the Lessee may deem necessary to compel performance so long 

as such action does not abrogate the Lessee's obligations con-

V - 5



taincd in the first sentence of this Section 5.6. The Lessee 

nay, however, at its own costs and expense and in its own name 

or in the name of the County, prosecute or defend any action 

or proceeding or take any other action involving third persons 

which the Lessee deems reasonably necessary in order to secure 

or protect its right of possession, occupancy and use hereunder, 

and in such event the County hereby agrees to cooperate fully 

with the Lessee and to take all action necessary to effect 

the substitution of the Lessee for the County in any such action 

or proceeding if the Lessee shall so request.
SECTION 5.7. Place of Rental Payments. The payments pro 

vided for in Section 5.3 hereof shall be paid directly to the 

Trustee for the account of the County and shall be deposited in 

the Bond Fund. The payments to be made to the Trustee 

under Section 5.4 hereof shall be paid directly to the Trustee 

for its own use or for disbursement to the paying agents, as 

the case may be.
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ARTICLE VI

MAINTENANCE, TAXES AND INSURANCE 

SECTION 6.1. Maintenance and Modifications of Project 

by Lessee. The Lessee agrees that during the Lease Term 

it will at its own expense (i) keep the Project in as reason­

ably safe condition as its operations shall permit and (ii) keep 

the Project in good repair and in good operating condition, 

making from time to time, subject to the provisions of Section 

6.2, all necessary repairs thereto and renewals and replace­

ments thereof. The Lessee may, also at its own expense, make 

from time to time any Additions or Alterations to the Project 

it may deem desirable for its business purposes that do not 

adversely affect the operations being conducted in and upon the 

Project (or, if no operations are being conducted, the operations i 

for which the Project was designed or last modified). Subject to 

the provisions of Section 6.2 hereof, such Additions and Altera- , 

tions so made by the Lessee shall be on the Leased Land and become 
a part of the Project. The Lessee shall not permit any mechanics*' 

or other lien to be established or remain against the Project 

for labor or materials furnished in connection with any addi­

tions, modifications, improvements, repairs, renewals or 

replacements so made by it; provided, that if the Lessee shall 

first notify the Trustee of its intention so to do, the Lessee 

may in good faith contest any mechanics’ or other liens filed 

or established against the Project, and in such event may permit 

the items so contested to remain undischarged and unsatisfied 

during the period of such contest and any appeal therefrom unless 

the Trustee shall notify the Lessee that, in the opinion of 

In ependent Counsel, by non-payment of any such items, the 

lien of the Indenture as to any part of the Project will be 

materially endangered or the Project or any part thereof will 

be subject to loss or forfeiture, in which event the Lessee 

shall promptly pay and cause to be satisfied and discharged
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all such unpaid items. The County will cooperate fully with 

the Lessee in any such contest.

SECTION 6.2. Installation of Lessee's Own Fachinery 

and Equipment. The Lessee may from time to time, in its sole 

discretion anti at its own expense, install machinery, equip­

ment and other personal property which may be attached or 

affixed to the Project. All such machinery, equipment and 

other personal property shall remain the sole property of the 

Lessee and the Lessee may remove the same from the Project at 

any time, in its sole discretion and at its own expense; 

provided, that any damage to the Project resulting from any 

such removal shall be repaired by the Lessee at the expense 

of the Lessee. The Lessee may create any mortgage, encum­

brance, lien or charge on any such machinery, equipment and 

other personal property provided that the same will not 

diminish or impair the security intended to be given by or 

under the Indenture. Neither the County nor the Trustee 

shall have any interest in or landlord’s lien on any such 

machinery, equipment or personal property so installed pur­

suant to this Section 6.2 and all such machinery, equipment 

and personal property shall be and remain identified as the 

property of the Lessee by appropriate tags or other markings.
SECTION 6 .3. Taxes, Other Governmental Charges and 

Utility Charges. The County and the Lessee acknowledge 

(i) that pursuant to Section 13 of the Act, no part of the Pro­

ject owned by the County will be subject to taxation in South 

Carolina, that under present lav. the income and profits (if any) 

of the County from the Project are not subject to either 

Federal or South Carolina taxation and that under present law 

there is no tax imposed upon leasehold estates in South Carolina
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and (ii) that these factors, among others, have induced the 

Lessee to enter into this Agreement.

However, the Lessee will pay, as the same become due, all 

taxes and governmental charges of any kind whatsoever that may 

at any time be lawfully assessed or levied against or with res­

pect to the Project or any machinery, equipment or other property 

installed or brought by the Lessee therein or thereon (including, 

without limiting the generality of the foregoing, any taxes 

levied upon or with respect to the Lease Rentals of the 

County from the Project which, if not paid, will become a 

lien on the Project prior to or on a parity with the lien 

of the Indenture or a charge on the Lease Rentals therefrom 

prior to or on a parity with the charge thereon and the 

pledge or assignment thereof to be created and made in the 

Indenture, and including all ad valorem taxes lawfully assessed 

upon the leasehold est« te hereby granted and conveyed to the 

Lessee in the Project), all utility and other charges incurred 

in the operation, maintenance, use, occupancy and upkeep of 

the Project and all assessments and charges lawfully made by 

any governmental body for public improvements that may be secured 

by lien on the Project; provid'd, that with respect to special 

assessments or other governmental charges that may lawfully 

be paid in installments over a period of years, the Lessee 

shall be obligated to pay only such installments as are required 

to be paid during the Lease Term.

If the Lessee shall first notify the Trustee of its inten­

tion so to do, the Lessee may, at its expense and in its own 

name and behalf or in the name and behalf of the County, in 

good faith contest any such taxes, assessments and other 

charges and, in the event of any such contest, may permit the 

taxes, assessments or other charges so contested to remain 

unpaid during the period of such contest and any appeal there­

from unless the Trustee shall notify the Lessee that, in the 

opinion of Independent Counsel, by non-payment of any such
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items the lien of the Indenture will be materially endangered 

or the Project or any part thereof will be subject to loss 

or forfeiture, in which event such taxes, assessments or charges 

shall be paid promptly. The County will cooperate fully with 

the Lessee in any such contest. In the event that the Lessee 

shall fail to pay any of the foregoing items required by this 

Section to be paid by the Lessee, the County or the Trustee 

may (but shall be under no obligation to) pay the same and any 

amounts so advanced therefor by the County or the Trustee shall 

become an additional obligation of the Lessee to the one making 

the advancement, which amounts, together with interest thereon 

at the Penalty Rate from the date thereof until paid, the 

Lessee agrees to pay.

The County agrees that any investment tax credit with 

respect to the Project shall be made available to the Lessee 

and the County will fully cooperate with the Lessee in any 

effort by the Lessee to avail itself of any such investment 

tax credit.

SECTION 6.4. Insurance Required. Throughout the Lease 

Term, the Lessee shall keep the Project continuously insured as 

hereinafter provided, paying (except as provided in Section 

4.3 hereof) as the same become due all premiums in respect 

thereto. Such insurance shall include but not necessarily

be limited to:
(a) Insurance upon the repair or replacement basis if 

available, and otherwise to the full insurable cash value of 

the Project as determined by an insurer selected by the Lessee 

or as otherwise agreed to by the County and Lessee, against 

loss or damage by fire and lightning, with uniform standard 

extended coverage endorsement limited only as may be provided 

in the standard form of extended coverage endorsement at the 

time in use in South Carolina; provided that the insurance 

required by this subsection may contain a deductible provision 

of not in excess of $ direct damage applicable
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to each separate instance of loss or damage insured against.

In time of war in which the United States is a belligerent, 

such insurance to the extent of the full insurable cash value 

of the Project as may be available from the United States of 

America against loss thereof or damage thereto from risks and 

hazards of wrr, if such insurance is then generally carried by 

owners of industrial plants in South Carolina.

(b) Boiler and pressure vessel (including pressure pipes)

explosion insurance in an amount at least equal to $ (with

deductible provisions not to exceed $ ) with respect to

all boilers and pressure vessels and pressure pipes installed

in the Project.

(c) General public liability insurance against claims 

for bodily injury, death or property damage occurring on, in 

or about the Project and the adjoining streets, sidewalks, and 

passageways, such insurance to afford protection of not

less than $ with respect to bodily injury to any one

person, not less than $ with respect to bodily injury

to two or more persons in any one accident, and the policies 

evidencing such insurance may provide that the Lessee shall be 

self insured to the extent of $ in connection with

each separate claim insured against. Such self insurance may, 

at the Lessee’s option, be taken directly as a deductible or 

indirectly under any type of retrospective rating arrangement 

between the Lessee and such insurer as it may select.

(d) Insurance (or authorization by the appropriate offi­

cials of the State of South Carolina to self insure) covering 

any liability under the Workmen’s Compensation laws of South 

Carolina for deaths of or injuries to persons arising out of 

any act or omission during the Lease Term.

SECT I o:: 6.5 . Application of : Proceeds of Insurance .

The Het Proceeds of the insurance carried pursuant to the 

provisions of Section 6.4 hereof shall be applied as follows:
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(i) the Net Proceeds, of the insurance required in Section 6.4(a) 

and (b) hereof shall be applied as provided in Section 7.1 

hereof, and (ii) the Net Proceeds of the insurance required in 

Section 6.4(c) and (d) hereof shall be applied toward exting­

uishment or satisfaction of the liability with respect to 

which such insurance proceeds may be paid.

SECTION 6.6. Addition 1 Provisions Respecting Insurance. 

All insurance required in Section 6.4 hereof shall be taken 

out and maintained in generally recognized responsible insurance 

companies selected by the Lessee. All policies evidencing such 

insurance shall provide for payment of the losses to the County, 

the Lessee and the Trustee as their respective interests may 

appear, and the policies required by Section 6.4(a) and (b) 

shall contain standard mortgagee clauses requiring that all Net 

Proceeds of insurance resulting from any claim in excess of 

$ for loss or damage covered thereby be paid to the

Trustee; provided, however, that all claims regardless of amount 

may be adjusted by the Lessee with the insurers, subject to 

approval of the Trustee as to settlement of any claim in excess 

of $ . The insurance hereby required may be contained

in blanket polie'es now or hereafter maintained by the Lessee.

All such policies or a certificate or certificates of the 

insurers that such insurance is in force and effect shall be 

deposited with the Trustee and shall contain a provision that 

any such policy may not be cancelled unless the Trustee is 

notified at least 15 days prior to cancellation; and at least 

15 days prior to expiration of any such policy, the Lessee 

shall furnish the Trustee with evidence satisfactory to the 

latter, that the policy has been renewed or replaced or is 

no Jonger required by this Lease.

SECTION 6.7. Advances by County or Trustee. In the 

event the Lessee shall fail to maintain the full insurance 

coverage required by this Lease or shall fail to keep the Project
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in as reasonably safe condition as its operating conditio: s 

will permit, or shall fail to keep the Project in good rep iir 

and good operating condition, the County or the Trustee, after 

written notice to the Lessee of their intent to take such action, 

may (but unless satisfactorily indemnified shall be under no 

obligation to) take out the required policies of insurance and 

pay the premium on the same or make the required repairs, renewals 

and replacements; and all amounts so advanced therefor by the 

County or the Trustee shall become an additional obligation of 

the Lessee to the one making the advancement, which amounts, 

together with interest thereon at the Penalty Rate from the 

date hereof, the Lessee agrees to pay.
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ARTICLE VII

DAMAGE, DESTRUCTION ADD CONDEMNATION 

SECTION 7.1. Damage and Destruction. (a) Unless the 

Project shall be damaged to the extent prescribed by, and the 

Lessee shall elect to exercise its option to purchase pursuant 

to, the provisions of Section 11.2(a) hereof, if prior to full 

paynent of the Bonds (or provision for payment thereof having 

been made in accordance with the provisions of the Indenture) 

the Project is damaged by fire or other casualty to such extent 

that the claim for loss under the insurance policies required 

to be carried pursuant to Section 6.4(a) and Section 6.4(b) 

hereof resulting from such destruction or damage is not greater 

than $ , the Lessee (i) shall promptly repair, re­

build or restore the Project to substantially the same condi­

tion thereof as existed prior to the event causing such damage 

or destruction with such changes, alterations and modifications 

(including the substitution and addition of other property) 

as may be desired by the Lessee and as will not impair the 

value o the character of the Project as a plant for the manu­

facture of the products described in Section 2.2(d) hereof or 

such other products as the Lessee may deem appropriate, and 

(ii) will apply for such purpose so much as may be necessary 

of any Net Proceeds of insurance resulting from such claims 

for losses. All Net Proceeds of insurance resulting from such 

claims for losses not in excess of $ shall be paid to

the Lessee, subject to the provisions of Section 7.1(e).

(b) Unless the Project shall be destroyed or damaged 

to the extent prescribed by, and the Lessee shall elect to 

exercise its option to purchase pursuant to, the provisions 

of Section 11.2(a) hereof,if prior to full payment of the Bonds 

(or provision for payment thereof having been made in accordance 

with the provisions of the Indenture) the Project is destroyed 

or is damaged (in whole or in part) by fire or other casualty
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to such extent that the claim for loss under the insurance 

policies required to be carried pursuant to Section 6.4(a) and 

Section 6.4(b) hereof resulting from such destruction or damages 

is in excess of $ , the Lessee shall promptly give

written notice thereof to the Trustee. All het Proceeds of 

insurance resulting from such claims for losses in excess of 

$ shall be paid to and held by the Trustee in a separate

trust account whereupon the Lessee shall proceed promptly to 

repair, rebuild or restore the Project to substantially the 

same condition thereof as existed prior to the event causing 

such damage or destruction with such changes, alterations and 

modifications (including the substitution and addition of other 

property) as may be desired by the Leree and as will not impair 

the value or the character of the Project as a plant for the 

manufacture of the products referred to in Section 2.2(d) or 

such other products as the Lessee may deem appropriate, 

whereupon the Trustee shall apply so much as may be necessary 

of the Net Procec’s of such insurance to payment of the costs 

of such repair, rebuilding or restoration, either on completion 

thereof or as the work progresses.

(c) In the event the Net Proceeds are not sufficient to 

pay in full the costs of any such repair, rebuilding or 

restoration, the Lessee shall nonetheless complete said work 

and shall pay that portion of the costs thereof in excess of 

the amount of said Net Proceeds.

(d) The Lessee shall not, by reason of the payment of 

such excess costs be entitled to any reimbursement from the 

County, the Trustee or the holders or owners of the Bonds or 

any abatement or diminution of the rents payable under Section 

5.3 hereof.

(e) Any balance of such Net Proceeds remaining after 

payment of all costs of such repair, rebuilding or restoration 

shall be paid into the Bond Fund. If the Bonds have been fully 

paid (or provision therefor has been made in accordance with

VII 702



the Indenture), all Kct Proceeds shall be paid to the Lessee.

(f) Notwithstanding any other provision of this Section,

in any event of damage or destruction when no Ponds are then 

outstanding and unpaid, there shall be no obligation on the part 

of the Lessee to restore the Project.

SECTION 7.2. Condemnation. Unless title to, or tem­

porary use of, all or substantially all, or any material 

portion, of the Project shall have been taken by condemnation 

and the Lessee shall elect to exercise, its option to purchase 

pursuant to the provisions of Section 11.2(b) hereof, in the 

event that title to, or the temporary use of, the Project or 

any part thereof shall be taken under the exercise of the power 

of eminent domain by any governmental body or by any person, 

firm or corporation acting under governmental authority, the 

Lessee shall be obli^ ated to continue to make the rental pay­

ments specified in Section 5.3 hereof. The County, the Lessee 

and the Trustee shall cause the Net Proceeds received by them 

or any of them from any award made in such eminent domain 

proceedings, to be paid to and held by the Trustee in a 

separate t ust account, to be applied in one or more of the 

following ways as shall be directed in writing by the Lessee:

(a) To the restoration of the Project to substan­

tially the same condition thereof as existed prior to 

the exercise of the said power of eminent domain.

(b) To the acquisition, by construction or other­

wise, in the name of the County of improvements consisting 

of a building or buildings, facilities, machinery, 

equipment or other properties suitable for the Lessee’s 

operations at the Project (which improvements shall he 

deemed a part of the Project and available for use and 

occupancy by the Lessee without the payment of any rent 

other than as herein provided to the sane extent as if 

such other improvements were specifically described
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herein and demised hereby); provided, that such improve­

ments shall be acquired by the County subject to no 

liens or encumbrances prior to or on a parity with the 

lien of the Indenture, other than Permitted Encumbrances.

(c) For deposit into the Bond Fund, provided that 

the Lesser shall furnish to the County and the Trustee 

a certificate of an Independent Engineer acceptable to the 

County and the Trustee stating (i) that the property 

forming a part of the Project that was taken by such 

condemnation proceedings is not essential to the Lessee's 

use or occupancy of the Project, or (ii) that the Pro­

ject has been restored to a condition substantially 

equivalent to its condition prior to the taking by such 

condemnation proceedings or (iii) that improvements have 

been acquired which are suitable for the Lessee's opera­

tions at the Project as contemplated by the foregoing 

subsection (b) of this Section.
Unless the lessee shall have elected to exercise its option 

to purchase pursuant to the provisions of Section 11.2(b) 

hereof within ninety days from the date of entry of a final 

order in any eminent domain proceedings granting condemnation, 

the Lessee shall direct the County and the Trustee in writing 

as to which of the ways specified in this Section the Lessee 

elects to have the condemnation award applied.

Any balance of the Net Proceeds of the award in such 

eminent domain proceedings shall be paid into the Bond Fund.

If the Bonds have been fully paid (or provision for payment 

thereof has been made in accordance with the provisions of 

the Indenture), all Net Proceeds shall be paid to the Lessee.

The County shall cooperate fully with the Lessee in the 

handling and conduct of any prospective or pending condemna­

tion proceeding with respect to the Project or any part thereof 

and shall, to the extent it may lawfully do so, permit the 

Lessee to litigate in any such proceeding in the name and
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behalf of the County. In no event shall the County volun­

tarily settle, or consent to the settlement of, any prospective 

or pending condemnation proceeding with respect to the Project 

or any part thereof without the written consent of the Lessee.

Notwithstanding any other provision of this Section, in 

any event of condemnation when no Bonds are the i outstanding 

and unpaid, there shall be no obligation on the part of Lessee 

to restore or repair the Project.

SECTION 7.3. Condemnation of Lessee-Owned Property.

The Lessee shall also be entitled to the Net Proceeds of any 

condemnation award or portion thereof made for damages to or 

takings of its own property not included in the Project (except 

for damages for the value of its leasehold estate under this 

Agreement which shall be disposed of pursuant to Section 7.2 

hereof).
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ARTICLE VIIT

SPECIAL COVENANTS, IMPROVEMENT PONDS

SECTION 0.1. No Warranty of Condition or Suitability 

by the County. The County makes no warranty, either express 

or implied, as to the condition of the Project or that it will 

be suitable for the Lessee's purposes or needs.

SECTION 8,2. County's and Trustee's Right of Access 

to the Project. The Lessee agrees that the County, the Trustee 

and the duly authorized agents of each of them shall have the 

right at all reasonable times to enter upon the Leased Land 

and to examine and inspect the Project, including such rights 

of access to the Project as may be reasonably necessary for 

the proper maintenance of the Project in the event of failure 

by the Lessee to perform its obligations under Section 6.1 

hereof. The rights of access hereLy reserved to the County 

and the Trustee may be exercised only after any such agent 

shall have executed release of liability and secrecy agreements 

in the form then currently used by the Lessee. However, nothing 

contained in this Section 8.2 or in any other provision of this 

Agreement shall be construed to entitle the County or the 

Trustee to any information or inspection involving the confi­

dential know-how of the Lr see.

SECTION 8.3. Lessee to Maintain its Corporate Existence , 

Conditions Under Which Exceptions Permitted. The Lessee 

agrees that during the Lease Term it will maintain its corporate 

existence, will not dissolve or otherwise dispose of all or 

substantially all of its assets and will not consolidate with 

or merge into another corporation or permit one or more other 

corporations to consolidate with or merge into it; provided, 

that the Lessee may, without violating the agreement contained 

in this Section, consolidate with or merge into another cor­

poration organized under the laws of one of the States 

of the United States, or permit one or more other such 

Corporations to consolidate with or merge into it, or
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sell or otherwise transfer to another such corporation, all 

or substantially all of its assets as an entirety and thereafter 

dissolve, provided the surviving, resulting or transferee 

corporation, as the case may be, assumes in writing all of 

the obligations of the Lessee under this Agreement; in which 

event the County shall release in writing, concurrently with 

and contingent upon such assumption, the Lessee from all liability 

hereunder, and provided that prior to such sale, transfer, 

consolidation or merger the Trustee shall be furnished a certifi­

cate from the chief financial officer of Lessee or his deputy 

stating that in the opinion of such officer none of the covenants 

contained in this Agreement will be violated as a result of 

such sale, transfer, consolidation or merger.

SECTION 8.4. Qualification in South Carollna. The 

Lessee warrants that it is, and throughout the Lease Term 

it will continue to be duly qualified to do business in 

South Carolina.
SECTION 8.5. Release of Certain Land. In addition to 

the rights granted by Section 11.3 hereof, the parties hereto 

reserve the right at any time and from time to time to amend 

this Agreement for the purpose of effecting the release of 

and removal from this Agreement and the leasehold estate 

create*. hereby of (i) any unimproved part of the Leased 

Land (on which the Building is not situated,

but upon which transportation or utility facilities 

may be situated) on which the County then proposes to con­

struct, or cause to be constructed, improvements for lease 

to the Lessee or any subsidiary or affiliated corporation 

thereof under another and different lease agreement or (ii) 

any part (or interest in such part) of the Leased Land with 

respect to which the County proposes to grant an easement or 

convey fee title to a railroad, public utility or public body 

in order that railroad, utility services or roads may be pro­

vided for the Project; provided, that if at the time any such 

amendment is made any of the Bonds are outstanding and unpaid 

there shall be deposited with the Trustee the following:
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(a) A copy of the said amendment as executed.

(b) A resolution of the County Board (i) s t a t i n g  

that the County is not in default under any of the pro­

visions of the Indenture and the Lessee is not to the 

knowledge of the County in default under any of the 

provisions of this Agreement/ (ii) giving an adequate 

legal description of that portion (together with the 

interest in such portion) of the Leased Land to be re­

leased, (iii) stating the purpose for which the County 

desires the release, (iv) stating that the said improve­

ments which will be so constructed will be such as will 

promote the continued industrial development of South 

Carolina, and (v) requesting such release.

(c) A resolution of the board of directors of the 

Lessee approving such amendment and a certificate of the 

president, any vice president or treasurer of the Lessee 

stating that the Lessee is not in default under any of the 

provisions of this Agreement.

(d) A copy of any agreement wherein the County 

agrees to construct, or cause to be constructed, improve­

ments on the portion of the Leased Land so requested to

be released and to lease the same, or a copy of the instru 

ment granting the easement or conveying the title to a 

railroad, public utility or public body.

(e) A certificate of an Independent Engineer who 

is acceptable to the Trustee, dated not more than sixty 

days prior to the date of the release and stating that in 

the opinion of the person signing such certificate, (i) 

the portion of the Leased Land sc- p: oposed to be released 

is necessary or desirable in order to obtain railroad, 

utility services or roads to benefit the Project or is 

not otherwise needed for the operation of the Project 

for the purposes hereinabove stated and (ii) the release 

so prop sed to be made will not impair the usefulness

VI JI 3 !  Z 708



of the Project as a manufacturing plant and will not 

destroy the means of ingress thereto and egress there­

from.
And, provided further, if such release relates to

Leased Land on which transportation or utility facilities 

are located, the County shall retain an easement to use 

such transportation or utility facilities to the extent 

necessary for the efficient operation of the Project 

as a manufacturing plant.

If all of the conditions of this Section 8.5 are met, 

the Trustee shall be authorized to release any such property 

from the lien of the Indenture.
No release effected under the provisions of this Section 

shall entitle the Lessee to any abatement or diminution of the 

rents payable under Section 5.3 hereof.

SECTION 8.6. Granting of Easements. If no event of 

default under this Agreement shall have happened and be con­

tinuing, the Lessee may at any time or times grant easements, 

licenses, rights of way (including the dedication of public 

highways) and other rights or privileges in the nature of 

easements with respect to any property included in the Pro­

ject, free from the lien of the Indenture, or the Lessee may 

release existing casements, licenses, lights of way and other 

rights or privileges with or without consideration, and the 

County agrees that it shall execute and deliver and will cause 

and direct the Trustee to execute and deliver any instrument 

necessary or appropriate to confirm and grant or release any 

such easement, license, right of way or other right or privi­

lege upon receipt of: (i) a copy of the instrument of grant 

or release, (ii) a written application signed by the president 

or a vice president or the treasurer of the Lessee requesting 

such instrument, and (iii) a certificate executed by the 

president or a vice president or the treasurer of the Lessee 

stating (1) that such grant or release is not detrimental to 

the proper conduct of the business of the Lessee, and (2) that
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such grant or release will not impair the effective use or 

interfere with the operation of the Project and will not weaken, 

diminish or impair the security intended to be given by or 

under the Indenture. No grant or release effected under the 

provisions of this Section shall entitle the Lessee to any 
abatement or diminution of the rents payable under Section 5.3

hereof.
SECTION 8.7. Indemnificaticn Covenants. (a) Lessee 

shall and agrees to indemnify and save the County and the Trustee 

harmless against and from all claims by or on behalf of any per­

son, firm or corporation arising from the conduct or manage­

ment of, or from any work or thing done on, the Project during 

the Lease Term, and, Lessee further, shall indemnify and 

save the County and the Trustee harmless against and from 

all claims arising during the Lease Term from (i) any con­

dition of the Project, (ii) any breach or default on the part 

of Lessee in the performance of any of its obligations under 

this Agreement, (iii) any act of negligence of Lessee or of any 

of its agents, contractors, servants, employees or licensees, 

or (iv) any act ol negligence of any assignee or sublessee of 

Lessee, or of any agents, contractors, servants, employees 

or licensees of any assignee or sublessee of Lessee. Lessee 

shall indemnify and cave the County and the Trustee harmless 

from and against all costs and expenses incurred in or in con­

nection with any such claim arising as aforesaid or in connection 

with any action or proceeding brought thereon, and upon notice 

from the County, or the Trustee, Lessee shall defend them 

or cither of them in any such action or proceeding.

(b) Notwithstanding the fact that it is the intention 

of the parties that the County shall not incur pecuniary 

liability by reason of the terms of this Agreement, or the 

undertakings required of the County hereunder, by reason of the 

issuance of the Bonds, by reason of the execution of the 

Indenture, by reason of the performance of any act requested
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of it by the Lessee, or by reason of the County’s ownership 

of the Project or the operation of the Project by the Lessee, 

including all claims, liabilities or losses arising in con­

nection with the violation of any statutes or regulations 

pertaining to the foregoing, nevertheless, if the County 

should incur any such pecuniary liability, then in such event 

the Lessee shall indemnify and hold harmless the County 

against all claims by or on behalf of any person, firm or cor­

poration, arising out of the same, and all costs and expenses 

incurred in connection with any such claim or in connection 

with any action or proceeding brought thereon, and upon 

notice from the County, the Lessee shall defend the County in 

any such action or proceeding.
SECTION 8.8. Financial Statements of Lessee. Lessee 

agrees to furnish the County such information respecting the 

business affairs, operation and financial condition of Lessee 

and its consolidated subsidiaries as may be reasonably re­

quested; and without any request to furnish to the Trustee, 

and upon request, to the holder of any Bond (a) as soon as 

available, arid in any event at the time the same are made 

available to the stockholders of the Lessee, copies of all 

quarterly and other interin: fineincial statements as the 

Lessee shall furnish to its stockholders, and (b) as soon 
as available, and in any event within one hundred fifty (150) 

days after closing of each fiscal year of the Lessee, a copy 
of the annua] audit report (including balance sheets, profit 

and loss, and surplus statements) of the Lessee and its con­

solidated subsidiaries for such fiscal year, all as prepared 

and certified by independent public accountants of recognized 

standing; provided, however, that if the annual report of 

Lessee to its stockholders shall contain financial statements of 

substantially similar detail and similarly prepared and certi­

fied, copies of such audit report may be delivered in lieu 

of the copies of the annual reports referred to herein.
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SECTION 8.9. Covenants of Lessee with Respect to Bond:- 

The County is issuing the Bonds as Bonds whose interest is 

tax exempt under Section 103(c)(6)(A) of the Internal Revenue 

Code of 1954, as amended. In order to insure that interest 

on the Bonds will not become subject to Federal Income Taxes, 

the Lessee covenants with the County, the Trustee, and with 

each of the future holders of any Bonds or interest coupons 

appertaining thereto as follows:

(1) That all rights and privileges granted to 

the Lessee hereunder shall be exercised in such manner that 

the covenants made by this Section 8.9 shall be observed, 

and if any conflict betw’een Section 8.9 and any other provi­

sions in this Agreement shall arise, then in such case, 

Section 8.9 shall control;

(2) That the Lessee will not commit nor permit 

the commission of any act which would cause the Bonds not 

to qualify as, or not to continue to be, an exempt small 

issue under the provisions of Section 103(c)(6)(A) of the 

Internal Revenue Code of 1954, as amended; nor will Lessee 

fail to take any action necessary to be taken in order that 

the Bonds shall qualify as, and continue to be, an exempt 

small issue under the provisions of said Section 103(c)(6)(A) 

of the Internal Revenue Code of 1954, as amended.

(3) That it will comply with the governing regu­

lations applicable to Section 103 of the Internal Revenue 

Code of 1954 to the extent that compliance therewith is neces 

sary in order that interest on the Bonds shall remain exempt

from Federal Income Taxes.

Nothing herein contained shall create any obligation 

upon the Lessee as a result of interest on any Bond becoming 

taxable by virtue of the provisions of Section 103(c)(7) of 

the Internal Revenue Code of 1954, as amended; nor, except 

as provided in Section fa.10, as a result of the enactment 

hereafter of legislation which subjects such interest to
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SECTION 8.10. Substitute Bonds. If, as a consequence 

of the happening of any event referred to in Section 11.2(c) 

hereof, interest on the Bonds becomes subject to Federal 

income taxes, then in such event the Lessee shall either:

(a) Exercise the option made available to it 

by clause (iii) of Section 11.2(c) to purchase the 

Project in the manner provided in said Section 11.2;

or
(b) Recjucst the County to issue Substitute 

Bonds pursuant to Section 209 of the Indenture.

In the event that the option made available by para­

graph (b) above shall be exercised by the Lessee, then the 

County agrees, upon reimbursement by the Lessee for all 

costs and expenses incurred in connection therewith, to 

cause to be issued Substitute Bonds in accordance with said 

'Section 209 of the Indenture, and to cause said Substitute 

Bonds to be delivered to the Holders of all the then outstand- 

ing Bonds in exchange for and upon surrender of the Bonds 

then outstanding. Upon the issuance of Substitute Bonds,

'all provisions of this Agreement shall remain in full force 

'and effect, except that the following provisions of this 

Agreement shall no longer be of any force or effect and 

shall be deemed stricken from this Agreement, viz:

(i) Section 8.9;

(ii) Section 10.1(b);

(iii) Clause (iii) of Section 11.2(c); or

(iv) Sections 12.2, 12.3 and 12.4 of
Article XII.

In the event that the option made available by paragraph 

(b) above shall be exercised by the Lessee, the Lessee shall: 

A. cause the Trustee to give notice to the

holders of the Bonds that Substitute Bonds will be 

delivered to such holders in exchange for an equal
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aggregate principal amount of Bonds then outstand­

ing on a date fixed by the Lessee for such exchange. 

Such notice shall be given in accordance with Sec­

tion 302 of the Indenture with such variations as 

shall be consonant with the exchange of Bonds rather 

than redemption of Bonds; and

B. shall deposit with the Trustee the sums 

prescribed by Section 210 of the Indenture on or 

before the date fixed for the exchange of Substi­

tute Bonds for Bonds then outstanding.

r. 7 i i
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ARTICLE IX

ASSIGNMENT, SUBLEASING, MORTGAGING AND SELLING; REDEMPTION' 
RENT PREPAYMENT AND ABATEMENT; INSTALLATION OF LE<M . :ETS"PEN 

'MACHINERY AND ..QUIPMENT

SECTION 9.1. Assignment and Subleasing. This Agreement 

may be assigned, and the Project may be subleased as a whole 

or in part, by the Lessee without the necessity of obtaining 

the consent of either the County or the Trustee, subject, 

however, to each of the following conditions;

(a) No assignment (other than pursuant to Section

8.3 hereof) or subleasing shall relieve the Lessee from 

primary liability for any of its obligations hereunder, 

and in the event of any such assignment or subleasing, 

the Lessee shall continue to remain primarily liable 

for payment of the rents specified in Section 5.3 

hereof and for the payment, performance and observance 

of the other obligations and agreements on its part 

herein provided to be performed and observed by it.

(b) The assignee or sublessee shall assume in 

writing the obligations of the Lessee hereunder to 

the extent of the interest assigned or subleased.

(c) The Lessee shall, within thirty days after the 

delivery thereof, furnish or cause to bo furnished 

to the County and to the Trustee a true and complete copy 

of each such assignment or sublease, as the case maybe. 
SECTION 9.2. Mortgage of Property by County. The

County will mortgage the Project by the Indenture, and assign 

its interest in and pledge the Lease Rentals pursuant to the 

Indenture, to the Trustee as security for payment of the principal

of, premium, if any, and interest on the Bonds, but each such

mortgage, assignment or pledge shall be subject ar.d subordinate

to this Agreement.
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SECTION 9.3. Restrictions on Sain of Project by Connty. 

The County agrees that, except a3 set forth in Section 9.2 

hereof or other provisions of this Agreement or the Indenture, 

it will not sell, convey, mortgage, encumber or otherwise dis­

pose of any part of the Project during the Lease Term.

SECTION 9.4. Redemption of Ronds. The County at the 

request at any time of the Lessee and, if the same are then 

subject to redemption, shall forthwith take all steps that 

may be necessary under the applicable redemption provisions 

of the Indenture to effect redemption of all or part of the 

then outstanding Bonds, as may be specified by the Lessee, 

on the earliest redemption date on which such redemption may 

be made under such applicable provisions.

SECTION 9.5. Prepayment of Rents. There is expressly 

reserved to the Lessee the right, and the Lessee is authorized 

and permitted, at any time it may choose, to prepay all or 

any part of the rents payable under Section 5.3 hereof, and the 

County agrees that the Trustee may accept such prepayment of 

rents when the same are tendered by the Lessee. All rents so 

prepaid shall be credited on the rental payments due by 

reason of the provisions of Section 5.3 hereof.

SECTION 9.6. Lessee Entitled to Certain Rent Abatements

Jf Bonds raid Prior to Maturity. If at any time the aggregate 

moneys in the Bond Fund shall be sufficient to retire in 

accordance with the provisions of the Indenture all of the 

Bonds at the time outstanding, and to pay all fees and charges 

of the Trustee and any paying agents on the Bonds due or to 

become due through the date on which the last of the Bonds is 

retired, under circumstances not resulting in termination of 

the Lease Term, and if the Lessee is not at the time other­

wise in default hereunder, the Lessee shall be entitled to use
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and occupy the Project from the date on which such aggregate 

moneys are in the hands of the Trustee to and including the 

last maturity of any bonds, with no obligation to make the 

rental payments specified in Section 5.3 hereof during that 

interval (but otherwise on the terms and conditions hereof).

SECTION 9.7. Reference to Ponds Ineffective A fter Bonds 

Paid. Upon payment in full of the Bonds (or provision for 

payment thereof having been made in acce-dance with the pro­

visions of the Indenture) and all fees and charges of the 

Trustee, all reference in this Agreement to the Bonds and the 

Trustee shall be ineffective and neither the Trustee nor the 

holders of any of the Bonds shall thereafter have any rights 

hereunder, saving and excepting those that shall have thereto 

fore vested. For the purpose of this Agreement the Bonds 

shall be deemed fully paid:

(a) If there is on depoj it in the Bond Fund a sum 

sufficient to pay the principal of all the then out­

standing Bonds plus the interest due thereon un il and 

at their respective maturities and provision for pay­

ment of all Trustee’s and paying agents' fees, accrued 

and to accrue, has been made in a manner satisfactory 

to the Trustee and such paying agents,

(b) If all of the outstanding Bonds and coupons 

appertaining thereto shall be deemed to have been paid 

within the meaning of Section 901 of the Indenture.
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ARTICLE X

EVENTS OF DEFAULT AND REMEDIES 

SECTION 10.1. Events of Default Defined, The following 

shall be "events of default" under this Agreement and the terms 

"event of default" or "default" shall mean, whenver they are 

used in this Agreement, any one or more of the following

events:

(a) Failure of the Lessee to pay the rents re­

quired to be paid under Section 5.3 of this Agreement 

which are applicable to the payment of the principal 

of, premium, if any, and interest on the Bonds, at 

the times specified therein after one day's notice

by the Trustee or thre< days after the due date thereof, 

whichever date first occurs.

(b) Failure of the Lessee to fulfill its obliga­

tion to purchase the Project as provided in Section 

12.2 hereof, as a consequence of the violation by the 

Lessee of any of the covenants set forth in Section 

8.9(2) and 8.9(3) hereof.
(c) Failure by the Lessee to observe and perform 

any covenant, condition or agreement in this Agreement 

on the part of the Lessee to be observed or performed, 

other than as referred to in subsections (a) and (b) of 

this Section, for a period of 30 days after written 

notice, specifying such failure and requesting that it 

be remedied, shall have been given to the Lessee by the 

County or the Trustee,, (or in the case of any such default 

which cannot with due diligence be cured within such 

30-day period, if Lessee shall fail to proceed promptly

to cure the same and thereafter to prosecute the curing 

of such default with due diligence.)

(d) The dissolution or liquidation of the Lessee 

or the filing by the Lessee of a voluntary petition in
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bankruptcy, or failure by the Lessee promptly to lift 

any execution, garnishment or attachment of such conse­

quence as will impair the ability of the Lessee to carry 

on its operations at the Project, or the commission by 

the Lessee of any act of bankruptcy, or adjudication of 
the Lessee as a bankrupt, or assignment by the Lessee 

for the benefit of its creditors, or the entry by the 

Lessee into an agreement of composition with its 

creditors, or the approval by a court of competent 

jurisdiction of a petition applicable to the Lessee 

in any proceeding for its reorganization instituted 

under the provisions of the general bankruptcy act, 

as amended, or under any similar act in any domestic 

or foreign jurisdiction which may now be in effect or 

hereafter enacted. The term "dissolution or liquida­

tion of the Lessee" as used in this subsection, shall

not be construed to include the cessation of the 

corporate existence of the Lessee resul t ing either 

from a merger oi consolidation of the Lessee into or 

with another corporation or a dissolution or liquida­

tion of the Lessee following a transfer of all or sub­

stantially all of its assets as an entirety, provided, 

that the conditions permitting such actions contained 

in Section 8.3 hereof shall have been made.
The provisions of paragraph (b) of this Section are 

subject to the following limitations: if by reason of force 

majeurc the Lessee is unable in whole or in part to carry out 

the agreements of the Lessee on its part herein contained 

(other than the obligations on the part of the Lessee con­

tained in Article V and Sections 6.3, 6.4 and 8.7, 

hereof, to which this paragraph shall have no application), the 

Lessee shall not be deemed in default during the continuance of 

such inability. The term "force majeurc" as used herein shall 

mean, without limitation, the following: acts of God; strikes; 

lockouts or other industrial disturbances; acts of public 

enemies; orders of any kind of the government of the United 
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States or of South Carolina or any of their departments, agencies, 

or officials, or any civil or military authority; insurrections; 

riots; epidemics; landslides; lightning; earthquake; fire; 

hurricane; storms; floods; washouts; droughts; arrests; restraint 

of government and people; civil disturbances; explosions; breakage 

or accident to machinery, transmission pipes or canals; partial 

or entire failure of utilities; or any other cause or event 

not reasonably within the control of the Lessee, it being 

agreed that the settlement of strikes, lockouts, and other 

industrial disturbances shall be entirely within the discretion 

of the Lessee, and the Lessee shall not be required to make 

settlement of strikes, lockouts and other industrial disturbances 

by acceding to the dei nds of the opposing party or parties 

when such course is, in the judgment of the Lessee, unfavorable 

to the Lessee.

SECTION 10.2. Rome dies on Default. Whenever any event

of default referred to in Section 10.1 hereof shall have 

happened and be subsisting, the County may take any one or 

more of the following remedial steps:

(a) The County or the Trustee as provided in the

Indenture may, at its option, declare all installments 

of rent payable uni.er Section 5.3 hereof to be imme­

diately due and payable, whereupon the same shall become 

immediately due and payable, and which amounts Lessee 

hereby agrees to pay.

(b) The County, with the prior written consent

of the Trustee, may re-enter and take possession of the

Project without terminating this Agreement, and sublease 

the Project for the account of the Lessee, holding the 

Lessee liable for the difference in the rent and other 

amounts actually paid by such sublessee in such sub­

leasing and the rents and other amounts payable by the 

Lessee hereunder.
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(c) The County, with the prior written consent 

of the Trustee may terminate the Lease Term, exclude 

the Lessee from possession of the Project and use its 

best efforts to lease the Project to another for the 

account of the Lessee, holding the Lessee liable for 

all rent and other amounts payable by the Lessee here­

under .
(d) In the event any of the Bonds shall at the time 

be outstanding and unpaid, the County may have access

to and inspect, examine and make copies of the books and 

records and any and all accounts, similar data and income 

tax and other tax returns of the Lessee.

(e) The County may take whatever action at law or 

in equity may appear necessary or desirable to collect 

the rent and other amounts then due and thereafter to 

become due or to enforce performance and observance of 

any obligation, agreement or covenant of the Lessee 

under this Agreement.
Any amounts collected pursuant to action taken under this Section 

shall be paid into the Bond fund and applied in accordance 

with the provisions of the Indenture or, if the Bonds have been 

fully paid (or provision for payment thereof has been made in 

accordance with the provisions of the Indenture) and the Lessee 

is then in good standing with respect to the payment of rent 

hereunder and shall have paid the County and the Trustee all 

other sums due and owing hereunder, to the Lessee.

No action taken pursuant to this Section (including re­

possession of the Troject or termination of the Lease Term) 

shall relieve the Lessee from the Lessee's obligations pur­

er nt to Section 5.3, Section 10.2(a) and Section 12.2 hereof, 

all of which shall survive any such action, and the Lessor 

may taken whatever action at law or in equity as may appear 

necessary and desirable to collect the rent and other amounts 

then due and thereafter to become due and/or to enforce the 

performance and observance of any obligation, agreement or

covenant of the Lessee hereunder.
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SECTION 10.3. No Kenedy Exclusive. No remedy herein 

conferred upon or reserved to the County is intended te» be 

exclusive of any other available remedy or remedies, but each 

and every such remedy shall be cumulative and shall be in 

addition to every other remedy given under this Agreement 

or now or hereafter existing at law or in equity or by statute. 

No delay or omission to exercise any right or power accruing 

upon any default shall impair any such right or power or shall 

be construed to be a waiver thereof, but any such right and 

power may be exercised from time to time and as often as may 

be deemed expedient. In order to entitle the County to exer­

cise any remedy reserved to it in this Article, it shall not 

be necessary to give any notice, other than such notice as may 

be herein expressly required. Such rights and remedies as are 

given the County hereunder shall also extend to the Trustee, 

and the Trustee and the holders of the Bonds shall be deemed 

third party benefit iaries of all covenants and agreements 

herein contained.

SECTION 10.4. Agreement to Pay Attorneys' Tees and 

E.xjx-nses. In the event the Lessee should default under any 

of the provisions of this Agreement and the County or the 

Trustee should employ attorneys or incur other expenses for 

the collection of rent or the enforcement of performance or 

observance of any obligation or agreement on the part of the 

Lessee herein contained, the Lessee agrees that it will on 

demand therefor pay to the County or the Trustee the reasonable 

fees of such attorneys and such other expenses so incurred by 

the County or the Trustee.

SECTION 10.5. No Additional Waiver Implied bv One 

Waiver. In the event any agreement contained in this Agreement 

should be breached by either party and thereafter waived by 

the other party, such waiver shall be limited to the particular 

, breach so waived, and shall not be deemed to waive any other

breach hereunder.
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ARTICLE XT

OPTIOLT IN FAVOR OF THE LESSEE 

SECTION 11.1. Options to Terminate. The Lessee shall 

have, and is hereby granted, the following options to terminate

the Lease Term:

(a) At any time prior to full payment of the Bonds 

(or provision for payment thereof having been made in 

accordance with the provisions of the Indenture), the 

Lessee may terminate the Lease Term (i) by paying to

the Trustee an amount which, when added to the amount 

on deposit in the Bond Fund, will be sufficient to pay, 

retire and redeem all the outstanding Bonds in accordance 

with the provisions of the Indenture (including, without 

limiting the generality of the foregoing, principal, 

interest to maturity or earliest applicable redemption 

date, as the case may be, premium, if any, expenses of 

redemption and Trustee’s and paying agents' fees and 

expenses), and in case of redemption making arrangements 

satisfactory to the Trustee for the giving of the re­

quired notice of redemption, (ii) by paying to the 

County any and al1 sums then due to the County under 

this Agreement, and (iii) by giving the* County notice in 

writing of such termination, and such termination shall 

forthwith become effective.

(b) At any time after full payment of the Bonds 

(or provision for payment thereof having been made in 

accordance with the provisions of the Indenture) and of 

any and all sums then due to the County under this Agree­

ment, the Lessee may terminate the Lease Term by giving 

the County notice in writing of such termination and 

such termination shall forthwith become effective.

SECTION 11.2. Option to Purchase Project Prior to

Payment of the Ponds. The Lessee shall have, and is hereby 

granted, the option to purchase the Project prior to the full
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payment of the Bonds (or provision for payment thereof having 

been made in accordance with the provisions of the Indenture) 

if any of the events set forth in the following clauses shall

have occurred:
(a) The Building shall have been damaged or destroyed

(i) to such extent that it cannot be reasonably restored 

within a period of six months to the condition thereof 

immediately preceding such damage or destruction, or

(ii) to such extent that the Lessee is thereby prevented 

from carrying on its normal operations at the Project 

for a period of six months, or (iii) to such extent that 

the cost of restoration thereof would exceed by $

the Net Proceeds of insurance carried thereon pursuant to 

the requirements of Section 6.4(a) and Section 6.4(b) 

hereof , plus the deductible amounts for which the Lessee 

is self-insured with respect to the Project.

(b) Title to, or the temporary use of, all or sub­

stantially all the Project, or such part thereof as shall 

materially interfere, in Lessee’s judgment, with the 

operation of the Project for the purpose for which the 

Project is designed, shall have been taken under the 

exercise of the power of eminent domain by any govern­

mental body or by any person, firm or corporation acting 

under governmental authority (including such a taking or 

takings as results in the Lessee being thereby prevented 

from carrying on its normal operations at the Project 

for a period of six months).

(c) As a result of any changes in the Constitution 

of South Carolina or the Constitution of the United 

States of America or of legislative or administrative 

action (whether state or federal) or by final decree, 

judgment or order of any court or administrative body 

(whether state or federal) entered after the contest
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thereof by the Lessee in good faith# (i) this Agree­

ment shall become void or unenforceable or impossible 

in accordance with the intent and purposes of the 

parties as express- d in this Agreement, or (ii) 

unreasonable burdens or excessive liabilities shall 

have been imposed on the County or the Lessee in 

respect to the Project including without limitation 

federal# state or other ad valorem# property, income 

or other taxes not being imposed on the date of this 

Agreement# or (iii) interest on the Bonds .hall have 

become subject to Federal income taxation.

To exercise such option# the Lessee shal?, within ninety days 

following the event authorizing the exercise of such option, 

give written notice to the County, and to the Trustee if 

any of the Bonds shall then be unpaid# and shall specify 

therein the date of closing such purchase, which date shall 

be not less than forty-five nor more than ninety days from 

the date such notice is mailed, and in car.:' of a redemption 

of the Bonds in accordance with the provisions of the Indenture 

shall make arrangements satisfactory to the Trustee for the 

giving of the required notice of redemption. The purchase 

price payable by the Lessee in the event of its exercise 

of the option granted in this Section shall be the sum of 

the following:

(1) An amount of money which, when added to the 

amount then on deposit in the Bond Fund, will be suffi­

cient to retire and redeem all the then outstanding 

Bonds on the earliest ; ossible date after notice as 

provided in the Indenture, whether or not such dat<

is an interest payment date, including without limitation, 

principal, all interest to accrue to said redemption date 

and redemption expense, plus

(2) An amount of money equal to the Trustee's and 

paying agent's fees and expenses under the Indenture 

accrued and to accrue until such final payment and re­

demption of the Bonds, plus
f 725
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(3) The sun of one dollar, and any and all other 

sums then due to the County under this Agreement.

In the event of the exercise of the option granted in this 

Section any Net Proceeds of insurance or condemnation shall 

be paid to the Lessee simultaneously with the conveyance pre­

scribed by Section 11.4 hereof.
SECTION 11.3. Option to Purchase Unimproved Land. I: 

no event of default under this Agreement shall have happened 

and then be continuing, the Lessee shall have, and is hereby 

granted the option to purchase any part of the Leased Land 

on which the Building is not located, but upon which trans­

portation or utility facilities may be located, at any time 

and from time to time at and for the purchase price set forth 

in Exhibit A to this Agreement provided that it furnishes the 

County with the following:

(a) A notice in writing containing (i) an ade­

quate legal description of that portion of the Leased 

Land with respect to which such option is to be exer­

cised, (ii) a statement that the Lessee intends to 

exercise its option to purchase such portion of the 

Leased Land on a date stated, which shall not be less 

than forty-five nor more than ninety days from the date 

of such notice and (iii) a statement that the use to 

which the Lessee intends to devote such portion of the 

Leased Land will promote the continued industrial 

development of South Carolina.

(b) A certificate of an Independent Engineer 

who is acceptable to the Trustee, dated not more than 

ninety days prior to the date of the purchase and 

stating that, in the opinion of the person signing 

such certificate, (i) the portion of the Leased Land 

with respect to which the option is exercised is

not needed for the operation of the Project for the pur-
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poses hereinabove stated, and (ii) the purchase will not 

impair the usefulness of the Project as a manufacturing 

plant and will not destroy the means of ingress thereto 

and egress therefrom.
(c) An amount of money equal to the purchase price 

computed as provided in Exhibit A to this Agreement.

The County agrees that upon receipt of the notice, certificate 

and money required in this Section to be furnished to it by 

the Lessee, the County will promptly deliver such money to 

the Trustee for deposit in the Bond Fund, and secure from 

the Trustee a release from the lien of the Indenture of such 

portion of the Leased Land with respect to which the Lessee 

shall have exercised the option granted to it in this Section.

In the event the Lessee shall exercise the option granted to 

it under this Section, the Lessee shall not be entitled to any 

abatement or diminution of the rents payable under Section 5.3, 

and if such option relates to Leased Land on which transporta­

tion or utility facilities are located, the County shall retain 

an easement to use such transportation or utility facilities 

to the extent necessary for the efficient operation of the 

Project.
SECTION ll._4. Conveyance on Exercise of Option to 

Purchase. At the closing of any purchase pursuant to any 

option to purchase granted herein, the County shall upon receipt 

of the purchare price deliver to the Lessee the following:

(a) If necessary, a release from the Trustee of 

the property with respect to which the option was exer­

cised from the lien of the Indenture.

(b) Documents conveying to the Lessee good and 

marketable title to the property being purchased as 

such property then exists, subject to the following:

(i) those liens and encumbrances (if any) to which 

title to said property was subject when conveyed to the 

County; (ii) those liens and encumbrances created by
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the Lessee or to the creation or suffering of which the 

Lessee consented; (iii) those liens and encumbrances 

resulting from the failure of the Lessee to perform or 

observe a; v of the agreements on its part contained in 

this Agreement; (iv) Permitted Encumbrances other than 

the Indenture and this Agreement; and (v) if the option 

is exercised pursuant to the provisions of Section 11.2(b) 

hereof, the rights and title of the condemning authority. 

SECTION 11.5. relative Position of Options and 

Indenture. The options respectively granted to the 

Lessee in this Article except under Section 11.3

hereof shall be and remain prior and superior to the 

Indenture and may be exercised whether or not the Lessee is 

in default hereunder, provided that no such default will result 

in non-fulfillment of any condition to the right of the Lessee 

to obtain a conveyance of the Project by making the payments 

required hereunder.
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ARTICLE XII

ADDITIONAL OBLIGATIONS OF LESSEE A?:D COUNTY 

SECTION 12.1. Obligation to Purchase Project. The 

Lessee hereby agrees to purchase, and the County hereby 

agrees to sell, the Project for one dollar, and any and all 

sums then due to the County under this Agreement, at the expi­

ration or sooner termination of the Lease Term following full 

payment of the Bonds, or provision for payment thereof having 

been made, in accordance with the provisions of the Indenture. 

At the closing of the foregoing purchase, the County shall 

deliver to the Lessee the documents referred to in Section 

11.4 hereof. The right to purchase granted in this Section 

shall be and remain prior and superior to the Indenture and may 

be exercised whether or not the Lessee is in default hereunder 

provided that no such default will result in nonfulfillment 

of any condition to this right.

SECTION 12.2. Lessee *; Obligation to Purchase Project 

Under Certain Circumstances.

(a) In the event, that there shall be a violation 

of any of the covenants set forth in either of Section 

8.9(2) or Section 8.9(3), or

(b) Should there occur an "Official Determination" 

as hereinafter defined,

the Lessee agrees to purchase, in full discharge of all 

liability hereunder, the Project within thirty days after 

the occurrence of either of such events, at a purchase price 

equal to the principal amount of all Bonds then outstanding, 

plus accrued interest to the redemption date and a redemption 

premium computed in the manner prescribed in Section 12.4, 

plus any expenses of redemption and the Trustee’s and paying 

agents' fees and charges, but after the deduction of the 

amount, if any, then in the Bond Fund. The obligation of
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the Lessee under this Section 12.2 shall survive any termin 1-

tion of the Lease Term.
At the closing of any such purchase of the Project pur­

suant to this Section, the County shall deliver to the Lessee 

the documents referred to in Section 11.4. The purchase price 

shall be applied, together with other available moneys in the 

Bond Fund, to the redemption of the Bonds on the earliest possi 

ble date after notice as provided in the Indenture, whether 

or not such date is an interest payment date, and to the 

payment of any redemption premium required by Section 12.4 

on account of any previously paid Bonds.

The term "Official Determination" shall mean:

(A) the issuance of a statutory notice of 

deficiency by the Internal Revenue Service which 

holds in effect that the interest payable on any of 

the Bonds is includable in the gross income of a 

holder thereof (other than a holder who is a "sub­

stantial user" of the Project or "related person" 

as such terms are defined in the Internal Revenue 

Code of 1954, as amended (the "Code")), as a result 

of the failure of the Bonds to qualify as an exempt 

small issue under Section 103(c)(6)(A) of the 

Internal Revenue Code of 1954, as amended; or

(B) a ruling by the Internal Revenue Service 

that the Bonds are "arbitrage bonds" under Section 

103(d) of the Code.

Such an Official Determination shall be deemed for all purposes 

of this Agreement to have occurred on the date borne by said 

statutory notice of deficiency, or said ruling, whichever 

shall be applicable.
SECTION 12.3. Obligation of Lessee Further Defined.

The parties recognize that the Bonds are being issued as tax 

free obligations pursuant to Section 103(c)(6)(A) of the
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Code, and that circumstances (not now contemplated or antici­

pated) may hereafter result in an Official Determination as 

provided in Section 12.2 that interest on the Bonds is subject 

to Federal Income Tax by reason of a violation (actual or 

claimed) of a covenant set forth in either of Section 8.9(2) 

or Section 8.9(3) hereof. It is the intention of the parties 

hereto that the Lessee shall, under the circumstances set forth 

in the preceding sentence, provide each person who is or was 

a holder of a Bond on the Taxable Date, as defined in Section 

12.4 hereof, with the relief prescribed in Section 12.2 and 

Section 12.4 hereof, without regard to the final outcome of 

any dispute, and that an Official Determination as prescribed 

in Section 12.2(b) shall be conclusive even though it might 

be thereafter determined by Court order, ruling or otherwise 

that interest on the Bonds was, in fact, not subject to

Federal Income Taxes.

SECTION 12.4. Computation of /Additional Redemption 

Premium. For the purpose.;- of this Article, the term ’’Taxable 

Date" shall mean the date as of which occurred a violation 

of any covenant set forth in either of Section 8.9(2) or 

Section 8.9(3) or the date of the occurrence of the circum­

stances set forth in the Official Determination which resulted 

in interest payable on the Bonds becoming includable in the 

gross income of the holders of the Bonds (other than any 

holder who is a substantial user or related person as such

are defined in the Code).

In the event the Lessee is required to purchase the 

Project by virtue of ti.e provisions of Section 12.2, the 

total redemption premium payable by the Lessee shall be 

the aggregate of the premiums computed on each Bond out­

standing on the Taxable Date, as follows: such redemption 

premium shall be 3% for six months, or fraction thereof, 

between the Taxable Date, and the date of the redemption
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or the earlier payment date of any Bond which shall have been

| paid (whethe at maturity or by redemption) subsequent to the

Taxable Date and prior to the redemption date, but shall be 

reduced by the amount of any optional redemption premium 

previously paid on any Bond. On the occasion of the purchase 
I of the Project pursuant to the requirements of Section 12.2 

the purchase price paid by Lessee shall include the total 

premium above prescribed so that each person who was a holder 

of any Bond on the occasion when the same was paid (whether 

at maturity or by redemption) prior to the redemption date 

tbut subsequent to the Taxable Date shall receive a premium 

:on each such Bond computed according to the provisions of 

this Section 12.4.
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ARTICLE XIII

MISCELLANEOUS

SECTION 13.1. Quiet rnjoyncnt. The County agrees so 

long as the Lessee shall fully and punctually pay all of the 

rents and other amounts provided to bo paid hereunder by the 

Lessee, and shall fully and punctually perform all of its 

other covenants and agreements hereunder, that the Lessee shall 

peaceably and quietly have, hold and enjoy the Project during 

the Lease Term.
SECTION 13.2. Surrender of Project. Except as otherwise 

provided in this Agreement at the expiration or sooner termina­

tion of the Lease Term, the Lessee agrees to surrender possession 

of the Project peaceably and promptly to the County in as good 

condition as at the commencement of the Lease Term, ordinary 

wear, tear and obsolescence only excepted.

SECTION 13.3. Notices. All notices, certificates or 

other communications hereunder shall be sufficiently given 

and shall be deerv d given when mailed by registered mail, 

postage prepaid, or given when dispatched by telegram addressed 

as follows: if to the County, to the County Council of 

Charleston County, Charleston County Office Building, 2 Court­

house Square, Charleston, South Carolina 29401; if to the 

Lessee, at , Attention:

; if to the Trustee, at 913 South Calhoun 

Street, Fort Wayne, Indiana 46802, Attention: Corporate Trust 

Officer. The County, the Lessee and the Trustee may, by 

notice given to all parties to this Agreement and the Inden­

ture, designate any further or different addresses to which 

subsequent notices, certificates or other communications

shall be sent.
SECTION 13.4. R e c o r d  i n c  a n d  E ‘ 1 i n o .

(a) This Agreement as originally executed 

shall be recorded prior to the recordation of the In­

denture. It shall be recorded and indexed as a mis­

c e l l a n e o u s  conveyance and as a security agiajr
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the appropriate office of the County in which the Pro­

ject is located or in such other office as may at the 

time be provided by law as the proper place for recordation 

thereof. The security interest of the County created 

herein as to any personal property, equipment and fixtures 

forming a pa*-t of the Project shall be perfected by the 

filing of financing statements which fully comply with 

the South Carolina Uniform Commercial Code--Secured Transac­

tions, in the appropriate office of the County in which 

the Project is located, and in the Office of the Secretary 

of State in the City of Columbia, South Carolina. The 

parties further agree that all necessary continuation 

statements shall be filed within the time prescribed 

by the South Carolina Uniform Commercial Code--Secured 

Transactions in order to continue the security interests 

created by this Zgrecment, to the end that the rights

of the holders of the Bonds and the Trustee in the

Project shall be fully preserved as against creditors

of, or purchasers for value from, the County or the Lessee.

(b) The deed c o n v e y in g  the Leased Land to the 

County, this Agreement and t h e  Indenture may be recorded 

prior to the cA livery of the Bonds. If subsequent 

to such recording the Bonds shall not be delivered

on or before the dat< prescribed in Section 4.2 

hereof, or such later date as the Lessee nay agree upon 

in writing, then the said deed, this Agreement and the In­

denture shall be of no force and effect and in such event

the County and the Lessee do hereby mutually release and 

discharge each other from any and all claims of any character 

which either may have against the other by reason of or 

arising from a failure to deliver the Bonds; and

all properties conveyed to the County by said deed

and for the same consideration paid by the County less any
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advances made therefor or on behalf of the Lessee. 7J 1 

parties shall execute such further instruments as may be 

necessary to fully implement the provisions of this sub­

section (b) of Section 13.4.

SECTION 13.5. Other Instruments.

(a) The Lessee covenants to deliver to the County 

and the Trustee within 60 days after , after

each 1 thereafter until the Completion Date,

after the Completion Date and after the close of each fis­

cal year of the Lessee following the Completion Date, a 

description of the Project on such 1, Comple­

tion Date or such last day of a fiscal year, as appropriate, 

if the Project is not adequately described in the granting 

clauses of the Indenture as then supplemented, and in the 

demising clauses of this Agreement as then amended. Such 

description shall be sufficiently detailed so as to enable 

counsel to render the opinion referred to in clause (4) 

of the next succeeding sentence. Within 30 days after 

delivery of such description the Lessee covenants that it 

will:

(1) prepare a supplement to the Indenture

and an amendment to this Agreement, each containing 

an adequate and full description of the Project;

(2) deliver the supplement to the Indenture to 

the Trustee and the County and the supplement to 

this Agreement, to the County for execution;

(3) deliver the fully executed supplement to 

the Indenture and the fully executed supplement to 

this Agreement to the Trustee for recording and 

filing or re-recording or re-filing in all places 

required by the opinion of counsel referred to in 

Clause (4) of this subsection (a) of this Section 
13.4; and

(4) deliver to the T r u s t e e  a written opinion 

of counsel (who may be counsel for the County or
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the Lessee), addressed to the Trustee that the 

description of the Mortgaged Property (as defined 

in Article I of the Indenture) contained in the 

granting clauses of the Indenture, as supplemented, 

and the description of the Project contained in 

the demising clauses of this Agreement, as supple­

mented, are adequate for all purposes thereof and 

hereof and in the opinion given with respect to the 

Completion Date, that such descriptions include 

descriptions of the entire Project; that the Indenture, 

as supplemented, constitutes a valid first mortgage 

lien on the interest of the County in the said Mortg­

aged Property, subject only to Permitted Encumbrances 

other than the Indenture; that the Indenture, as supple 

mented, this Agreement, as supplemented and all fi­

nancing statements, continuation statements, notices 

and other instruments required by applicable law have 

been reco led or filed or re-recorded or re-filed in 

such ma ner and in such places required by law in order 

fully to preserve and protect the rights of the holders 

or owners of the Bonds and the Trustee in the

Project (and in the assignment to the Trustee of 

Lease Rentals payable under this Agreement) as against 

creditors of, or purchasers for value from, the County 

or the Lessee.

(b) The Lessee, the County and the Trustee shall 

execute and deliver all instruments and shall furnish all 

information and evidence deemed necessary or advisable by 

such counsel in order to enable him to render the opinion 

referred to in subsection (a)(4) of this Section 13.5.

The Trustee shall file and record and re-record or cause 

to be filed and recorded and re-recorded all instruments 

required to be filed and recorded and re-recorded pursuant
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to the opinion of such counsel and shall continue or cause 

to be continued the liens of such instruments for so long 

as the First Series Bonds shall be outstanding, except 

as otherwise in this Agreement required.

SECTION 13.6. Binding Effect. This Agreement shall 

inure to the benefit of and shall be binding upon the County, 

the Lessee and their respective successors and assigns, 

subject, however, to the provisions of Sections 8.3, 9.1,

9.2 and 9.3 hereof.

SECTION 13.7. Severability. In the event any provision 

of this Agreement shall be held invalid or unenforceable by any 

court of competent jurisdiction, such holding shall not invali­

date or render unenforceable any other provision hereof.

SECTION 13.8. Amounts Remaining in Bond Fund. It is 

agreed by the parties hereto that any amounts remaining in the 

Bond Fund after p yment in full of the Bonds (or provision for 

payment thereof having been made in accordance with the provi­

sions of the Indenture) and the fees, charges and expenses 

of the Trustee and paying agents in accordance with the Indenture, 

shall belong to and be paid to the Lessee by the Trustee as 

overpayment of rents.

SECTION_13.9. Amendments, Changes and Modifications.

This Agreement may not be amended, changed, modified, altered 

or terminated without in each instance the prior written con­

sent of the Trustee.

SECTION 13.30. Not Lease. This Agreement shall be 

deemed <nd construed to be a "net lease", and the Lessee shall 

pay absolutely net during the Lease Term the rent and all 

other payments required hereunder, free of any deductions, without 

abatement, diminution or set-off other than those herein 

expressly provided.

SECTION 13.11. Execution of Counterparts. This Agree­

ment may be executed in several counterparts, each of which
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shall be an original and all of which shall constitute but

one and the same instrument.

SECTION 13.12 . Law Governing Construction of Agreerrent^. 

This Agreement is prepared and entered into with the intention 

that the laws of the State of South Carolina shall govern its

construction.

IN WITNESS WHEREOF, CHARLESTON COUNTY, SOUTH CAROLINA, 

has executed this Lease Agreement by causing its name to be 

hereunto subscribed by the Chairman of the County Council of 

Charleston County, and the official seal of said County 

Council to be impressed hereon and attested by the Clerk of 

said Coi nty Council; and WETTERAU, INC. has executed this 

Lease Agreement by causing its corporate name to be hereunto 

subscribed by its President and its corporate seal to be 

impressed hereon and attested by its Secretary, all being 

done as of the day and year first, above written.

CHARLESTON COUNTY, SOUTH CAROLINA

(SEAL) By __,_______________  ___t____________
Cha irmun, County Council of 
Charleston County

At test :

c l  e i k ,  C o u n ty  C o u n c i l  o f
Charleston County

Signed, sealed and delivered in the 
Presence of:
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WETTERAU, INC.

(SEAL)
By__________President

Attest:

Secretary

Signed, Sealed and Delivered in 
the Presence of:
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STATE OF SOUTH CAROLINA

COUNTY OF CHARLESTON.

PERSONALLY appeared before me _______________________________ _

who being duly sworn, deposes and says that (s)he saw the cor­

porate seal of Charleston County, South Carolina, affixed 

to the foregoing Lease Agreement, and that (s)he also saw

_______________________  as Chairman and _____________________
as Clerk of the County Council of Charleston County, sign and

attest the same and that (s)he with ___________________________

witnessed the execution and delivery thereof as the act and deed 

of the said Charleston County, South Carolina.

SWORN to before me this

day of A.D. , 1974 .

_____ _  _ ___  _ _ ____ (LS)
NOTARY PUBLIC. FOR LOUTH CAROLINA.
My Commission expires:__________.
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STATE OF

COUNTY OF

PERSONALLY appeared before me ________________________

who being duly sworn says that (s)he saw the corporate 

seal of Wetterau, Inc., affixed to the foregoing Lease

Agreement, and that (s)he also s a w ________________________ as
President a n d ______________________ as Secretary of said Corpo

ration, sign and attest the same, and that (s)he with

witnessed the execution and delivery 

thereof as the act and deed of the said Wetterau, Inc.

SWORN to before me this 

____ day of , A. D., 1974.

___________________________ (LS)
NOTARY PUBLIC FOP*STATE OF 
f y Commission expires:_______________ .
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E X H IB IT  "A

(Attached to Lease Agreement between Charleston County, South 
Carolina, and Wetterau, Inc. , dated as of 1/ 19

DESCRIPTION OF LEASED LAND

SIZE OF BUILDING TO BE CONSTRUCTED ON LEASED LAND IN TERMS OF 
SQUARE FOOTAGE: _____ ___________________ __________ •

AMOUNT OF TITLE INSURANCE TO BE OBTAINED PURSUANT TO SECTION 3.3

$_________________ .

RELEASE PAYMENT TO BE MADE FOR RELEASE OF LEASED LAND PURSUANT 
TO SECTION 11.3: $_______________ per acre.



STATE OF SOUTH CAROLINA )
) ASSIGNMENT OF LEASE AGREEMENT

COUNTY OF CHARLESTON )

KNOW ALL MEN BY THESE PRESENTS, that Charleston County, a 

body politic and corporate and a political subdivision of the 

State of South Carolina, acting by and through the County 

Council of Charleston County, in consideration of the sum of 

ONE DOLLAR ($1.00) to it in hand paid at and before the 

sealing of these presents, the receipt of which is hereby 

acknowledged, has assigned, transferred and set over unto

Peoples Trust Bank, Fort Wayne, Indiana, as Trustee under 
that certain Trust Indenture dated as of June 1,

1974, between said Charleston County and said Peoples 

Trust Bank, Fort Wayne, Indiana, as Trustee, and its succes­

sors in trust:
All of the right, title and interest of said

Charleston County in and to the foregoing Lease

Agreement dated as of June 1, 1974, between 

said Charleston County, as Landlord, and Wetterau,

Inc., as Tenant.

This assignment is made pursuant to and subject to all 

the terms and conditions of said Trust Indenture dated as of 

June 1, 1974, the terms of which are incorporated

by this reference as fully as if the same were set forth at 

length herein, the Trust Indenture being intended to be duly 

recorded immediately, subject to the recording of said Lease 

Agreement and this Assignment.

IN WITNESS WHEREOF, Charleston County, South Carolina, 

has executed this Assignment by causing its name to be here­

unto subscribed by the Chairman of its County Council and
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the official seal of said County Council to be impressed 

hereon and attested by the Clerk of said County Council, 

all being done as of the 1st day of June,1974.

CHARLESTON COUNTY, SOUTH CAROLINA

(SEAL) By ___ _____________________ r________
Chairman, County Council of
Charleston County

Attest:

Clerk, County Council of
Charleston County

Signed, sealed and delivered in 
the presence of:
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STATE OF SOUTH CAROLINA,

COUNTY OF CHARLESTON.

PERSONALLY appeared before me _______________________________

who beii j duly sworn says that (s)he saw the corporate seal of 

Charleston County, South Carolina, affixed to the foregoing 

Assignment of Lease Agreement, and that (s)he also saw

____________________ , as Chairman, a n d ______________________

, as Clerk of the County Council of Charleston 

County, South Carolina, sign and attest the same, and that

(s)he with ______ ___________________________  witnessed the

execution and delivery thereof as the act and deed of the 

said Charleston County, South Carolina.

SWORN to before e this

____day of ___ ____________ , A. D. 1974.

_____________(L.S. )
N o ta ry  P u E T ic  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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*!

CHARLESTON COUNTY, SOUTH CAROLINA

AND

PEOPLES TRUST BANK,

as Trustee

TRUST INDENTURE

D a t e d  a s  o f  J u n e  1 ,  1 9 7 4
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TRUST INDENTURE

THIS TRUST INDENTURE made and entered into as of the 

1st day of June, 1974, by and between CHARLESTON COUNTY, 

a body politic and corporate and a political subdivision 

of the State of South Carolina (hereinafter sometimes referred 

to as the "County”), as party of the first part, and PEOPLES 

TRUST BANK, a national banking association duly organized, 

existing and authorized to accept and execute trusts of the 

character herein set out, under and by virtue of the laws 

of the United States, as Trustee, party of the second part;

WITNESSETH:

WHEREAS, the County is authorized and empowered by the 

provisions of Act No. 103 of the Acts of the General Assembly 

of the State of South Carolina, for the year 1967, as 

amended, (the "Act") to acquire, own, lease, dispose of, and 

mortgage the properties hereinafter described in order that 

the industrial development of South Carolina will be promoted 

and trade developed by inducing manufacturing enterprises to 

locate and remain in South Carolina and thus utilize and 

employ manpower and other resources of South Carolina; and

WHEREAS, the County is further authorized by the Act to 

issue revenue bonds payable solely from the lease rentals, 

revenues and receipts from any such project and secured by a 

pledge of said lease rentals, revenues and receipts and by a 

mortgage on the land, buildings, improvements, machinery and 

equipment so acquired; and

i
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WHEREAS, the County has made the necessary arrangements

with Wctterau, Inc., a corporation organized and existing under 

the laws of the State of Missouri (hereinafter sometimes re­

ferred to as the "Lessee”) for the acquisition of office and 

garage facilities for its warehouse and distribution facilities 

in Charleston County, and necessary land and buildings in 

connection therewith (hereinafter sometimes referred to as the 

"Project") which will be of the character and accomplish the 

purpose provided by the Act, and the County has further entered 

into a Lease Agreement with the Lessee specifying the terms 

and conditions of the acquisition of the Project and the leas­

ing of the same to the Lessee, and the payment of the Bonds 

hereinafter referred to has been unconditionally guaranteed 

by Wetterau, Inc; and
WHEREAS, the execution and delivery of this Trust 

Indenture (hereinafter sometimes referred to as the "Indenture") 

have been authorized by Resolutions duly adopted by the County 

Council of Charleston County (hereinafter sometimes referred 

to as the "County Board"), as established pursuant to Act No.

764 of the Acts of the South Carolina General Assembly, 1948, 
and the County in accordance with 1 he requirements of

Section 14 of the Act has submitted its Petition to the 

State Budget and Control Board of South Carolina, including 

a general summary of the terms and conditions of the Indenture, 

and the State Budget and Control Board of South Carolina 

has duly approved the Project in accordance with the provisions 

of the Act and thereby authorized the County Board to 

proceed with the acquisition and financing of the Project. 

Notice of the approval was duly published in a newspaper 

having general circulation in the County and notwithstanding 

more than twenty days have elapsed from the date of the 

publication of such notice, no challenge was made to the 

validity of such approval as provided in the Act; and
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WHEREAS, it Las been determined that the estimated 

amount necessary to finance the cost of the Project will 

require the issuance, sale and delivery of Bonds designated 

as CHARLESTON COUNTY FIRST MORTGAGE INDUSTRIAL REVENUE BONDS,

SERIES 1974 (WETTERAU, INC. - LESSEE) in the aggregate 

principal amount of $1,000,000 as hereinafter provided; and 

WHEREAS, the Lessor has secured the agreement of 

Wetterau, Inc. to execute and deliver a Guaranty Agreement 

substantially in the form of Exhibit C to this Indenture, 

pursuant to which Wetterau, Inc. as an inducement to the 

Lessor to issue the Bonds and to the purchasers to purchase 

the Bonds, shall unconditionally guarantee the full and prompt 

payment of the principal of, and premium, if any, and interest 
on any such Bonds when and as the same shall become due; and 

WHEREAS, the issuance of such Bonds under the Act 

has been in all respects duly and validly authorized by 

resolutions duly passed and approved by the County Board;

and

WHEREAS, the $1,000,000 aggregate principal amount of 

Bonds initially to be issued, the interest coupons to be attached 

thereto, and the Trustee’s Certificate of Authentication 

to be endorsed on such Bonds, are all to be in substantially

the form hereto attached as Exhibit B, with necessary and 

appropriate variations, omissions and insertions as permitted

or required by this Indenture; and
WHEREAS, all things necessary to make the Bonds, 

when authenticated by the Trustee and issued as in this 

Indenture provided, the valid, binding and legal obligations 

of the County according to the import thereof, and to 

constitute this Indenture a valid lien on the properties 

mortgaged and a valid pledge of the lease rentals, revenues
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and receipts herein made to the payment of the principal 

of, premium, if any, and interest on the Bonds, have been 

done and performed, and the creation, execution and delivery 

of this Indenture, and the creation, execution and issuance 

of the Bonds, subject to the terms hereof, have in all

respects been duly authorized;
NOW, THEREFORE, KNOW ALL MEN BY THESE PRESENTS, THIS

TRUST INDENTURE WITNESSETH:
That the County in consideration of the premises

and the acceptance by the Trustee of the trusts hereby 

created and of the purchase and acceptance of the Bonds 

by the holders and owners thereof, and of the sum of one 

dollar, lawful money of the United States of America, 

to it duly paid by the Trustee at or before the execution 

and delivery of these presents, and for other good and 

valuable considered ions, the receipt of which is hereby 

acknowledged, in order to secure the payment of the principal 

of, premium, if any, and interest on the Bonds according 

to their tenor and effect and the performance and observance 

by the County of al1 the covenants expressed or implied 

herein and in the Bonds, does hereby, subject to the terms 

and provisions of the Lease Agreement, grant, bargain, 

sell, convey, mortgage, pledge and assign unto

Peoples Trust Bank, as Trustee, and unto its 

successors in trust, and to its assigns forever, for the 

securing of the performance of the obligations of the 

County hereinafter set forth, the following:

I

The real property situated in Charleston County,

State of South Carolina, described in Exhibit A attached

i v
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hereto, with all buildings, additions, improvements and 

fixtures now or hereafter located thereon or therein and 

with the tenements, hereditaments, servitudes, appurtenances, 

rights, privileges and immunities thereunto belonging 

or appertaining which may from time to time be owned by 

the County.

II

All right, title and interest of the County in and 

to the Lease Agreement, dated as of June 1, uetwee r.

the County and Wetterau, Inc. and all Lease Rentals, (as 

hereinafter in this Indenture defined) received or to be 

received under said Lease Agreement.

III
All Lease Rentals arising out of or in connection 

with the ownership of the Project.

IV

Any and all other property from time to time hereafter 

by delivery or by writing of any kind conveyed, mortgaged, 

pledged, assigned or transferred as and for additional security 

hereundej by the County or by anyone on its behalf or with 

its written consent to the Trustee, which is hereby authorized 

to receive any anil all such property at any and all times 

and to hold and apply the same subject to the terms hereof.

TO HAVE AND TO HOLD all the same with all privileges 

and appurtenances hereby conveyed and assigned, or agreed 

or intended so to be, to the Trustee and its successors 

in said trust and to them and their assigns forever.

IN TRUST NEVERTHELESS, upon the terms and trusts 

herein set forth for the equal and proportionate benefit, 

security and protection of all holders and owners of the 

Bonds and interest coupons thereto appertaining issued under 

and secured by this Indenture without privilege, priority
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or distir,ction as to the lien or otherwise of any of the 

Bonds or interest coupons appertaining over any of the others 

of the Bonds or interest coupons;

PROVIDED, HOWEVER, that if the County shall pay or 

cause to be paid to the holders and owners of the Bonds 

and bearers of interest coupons, the principal, interest 

and premium, if any, to become due thereon at the times 

and in the manner stipulated therein and herein and if the 

County shall keep, perform and observe all and singular 

the covenants and promises in the Eonds and in this Indenture 

expressed as to be kept, performed and observed by it or 

on its part, or if the issuance of the Bonds is not made 

within the time provided in Section 4.2 of the Lease Agreement, 

then these presents and the estate and rights hereby granted 

shall, at the option of the County, cease, determine and 

be void, and thereupon the Trustee shall cancel and discharge 

the lien of this Indenture and execute and deliver to the 

County such instruments in writing as shall be requisite 

to satisfy the lien hereof, and deliver to the County any 

property at the time subject to the lien of this Indenture 

which may then be in its possession, except amounts in the 

Bond Fund required to be paid to the Lessee under Section 510 
hereof and except cash held by the Trustee for the payment 

of interest on and retirement of the Bonds; otherwise this

Indenture to be and remain in full force and effect.

THIS TRUST INDENTURE FURTHER WITNESSETH, and it is 

expressly declared, that all Bonds issued and secured hereunder 

are to be issued, authenticated and delivered and all said 

lease rentals, revenues and receipts hereby pledged are 

to be dealt with and disposed of under, upon and subject 

to the terns, conditions, stipulations, covenants, agreements,
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trusts, uses and purposes as hereinafter expressed, and 

the County has agreed and covenanted, and does hereby agree 

and covenant, with the Trustee and with the respective holders 

and owners, from time to time, of the said Bonds and the 

bearers of the interest coupons thereto appertaining, or 

any part thereof, as follows;
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ARTICLE I

DEFINITIONS
SECTION 101, The terms defined in this Section 101 

(except as herein otherv.’ise expressly provided or unless 

the context otherwise requires) for all purposes of this 

Indenture and of any indenture supplemental hereto shall 

have the respective meanings specified in this Section 101.

"ACT" means Act No. 103 of the Acts of the General 

Assembly of the State of South Carolina, for the year 1967, 

as amended.
"BOND" or "BONDS" means the $1,000,000 First Mortgage 

Industrial Revenue Bonds, Series 1974 (Wetterau, Inc. - Lessee) 

of the County to be issued hereunder. Bonds shall also 

include Substitute Bonds.
"BOND FUND" or "CHARLESTON COUNTY INDUSTRIAL REVENUE 

BOND FUND - WETTERAU PROJECT" means the fund created in Section 

502 hereof.
"BONDHOLDER" or "HOLDER" or "OWNER OF THE BONDS" 

means the bearer of any coupon Bond which is not registered 

or is registered to bearer, and the registered owner of 

any Bond registered otherwise than to bearer.

"CHAIRMAN" means the chief executive officer of the 

County Board. The term shall also include the Vice Chairman 

of the County Board whenever, by reason of absence, illness, 

or other reason, the person who is the Chairman is unable

to act.
"CONSTRUCTION FUND" or "CHARLESTON COUNTY INDUSTRIAL 

CONSTRUCTION FUND - WETTERAU PROJECT" means the fund created 

by Section 602 hereof.
"COUNTY" means Charleston County, South Carolina, 

a body politic and corporate and a political subdivision 

of the State of South Carolina, and its successors and assign
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"COUNTY BOARD" means the County Council of Charleston 

County as the governing body of Charleston County, and any 

successor body.
The term "DEFAULT" means any of those events of default 

specified in and defined by Section 1001 hereof.

"EXTRAORDINARY SERVICES" and "EXTRAORDINARY EXPENSES" 

means all services rendered and all expenses incurred under 

the Indenture other than Ordinary Services and Ordinary

Expenses.

"GUARANTOR" means Wetterau, Inc., a Missouri corporation
"GUARANTY AC EEMENT" means the Guaranty Agreement 

executed by and between Wetterau, Inc. and the Trustee dated 

as of June 1, 1974, pursuant to which Wetterau, Inc. 

guarantees the full and prompt payment of the principal of, 

premium, if any, and interest on, the Bonds , a copy of which 
is hereto attached as Exhibit "C".

"INDENTURE" means these presents and other indentures 

supplemental hereto with the Trustee in pursuance hereof.

"LEASE AGREEMENT" means the Lease Agreement executed 

by and between the County and the Lessee dated as of 

June 1, 1974, and any amendments or supplements

thereto.
"LEASE RENTALS" means all of the revenues, rents 

and receipts derived directly or indirectly from the leasing 

or sale of the Project including all moneys received under 

the Lease Agreement (excepting only amounts paid pursuant 

to Sections 5.4, 5.5, 6.3, 8.7 or 10.4 thereof.)

"LESSEE" means Wetterau, Inc., a Missouri corporation, 

and its successors and assigns and any surviving, resulting or 

transferee corporation as pi ivided in Section 8.3 of the Lease 

/agreement.
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’’MORTGAGED PROPERTY” means the proportion conveyed 

as security hereunder in paragraphs I, II, III and IV of 

the granting clause preceding th:3 Article.
"ORDINARY SERVICES” and "ORDINARY EXPENSES” mean 

those services normally rendered and those expenses normally 

incurred by a trustee under instruments similar to this

Indenture.

The term "OUTSTANDING" or "BONDS OUTSTANDING" means 

all Bonds which have been duly authenticated and delivered 

by the Trustee under this Indenture, except:

(a) Bonds theretofore cancelled by the Trustee 

or theretofore delivered to the Trustee for cancella­

tion ;

(b) Bonds in lieu of which others have been 

authenticated under Section 207 hereof, unless proof 

satisfactory to the Trustee is presented to the 

Trustee that any such Bonds are held by bona fide 

purchasers as that term is defined in Article 8 of the 

South Carolina Uniform Commercial Code, as amended,

in which cast* the Bond or Bonds so replaced and

the Bond or Bonds authenticated and delivered therefor

shall be deemed outstanding; and

(c) Bonds deemed to have been paid within 

the meaning of Section 901 hereof.

"PENALTY RATE’’ shall mean so long as the Bonds 

initially issued shall be outstanding, interest at the 

rate of 83 per annum; if and when Substitute Bonds arc 

outstanding, Penalty Rate shall mean interest at the 

rate of 103 per annum.
"PERSON" means natural persons, firms, associations, 

corporations and public bodies.

"PROJECT" means the land and buildings and other 

facilities leased under the Lease Agreement.
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"SECRETARY" means the Secretary of the County Board. 

This term which also included a person whose title is Clerk 

and the Assistant or Acting Secretary or Clerk of the County 

Board whenever by reason of absence, illness or other reason, 

the person who is the Secretary or Clerk is unable to act.

"SUBSTITUTE BONDS" shall mean Bonds issued pursuant 

to Section 209 hereof in exchange for outstanding Bonds 

initially issued pursuant to Section 202 hereof.

"TRUST ESTATE" means the Mortgaged Property.

"TRUSTEE" means Peoples Trust Bank, Fort Wayne, 

Indiana, the party of the second part hereto, and any 

successor trustee pursuant to Sections 1105 or 1108 hereof 

at the time serving as successor trustee hereunder.

1 - 4 7 5 7



ARTICLE II

THE BONDS

SECTION 201. Restriction on Issuance of Bonds. No 

Bonds may be issued under the provisions of this Indenture 

except in accordance with this Article.

The total principal amount of Bonds that may be out­

standing under this Indenture is hereby expressly limited 

to $1,000,000.
SECTION 202. Issuance of Bonds. Bonds in the aggre­

gate principal amount of $1,000,000 dated as of June 1, 1974,

shall be issued. Subh Bonds shall be designated ’’First

Mortgage Industrial Revenue Bonds, Series 1974 (Wetterau,

Inc. - Lessee).” They shall bear interest from June 1, 1974

at the rate of seven per centum (7%) per annum, payable

December 1, 1974 , and semiannually thereafter on June 1 and

December 1 of each yec r. They shall be in the denomination

of $5,000 each, shall be numbered consecuritvely from 1 to

200, inclusive, and shall mature on June 1 in each of the

years set forth in, and in the principal amount set opposite

each year in, according to the following schedule:

June 1 Principal June 1 Principal
in the Year Amou n t Ma tuning in the Year Amount Katur.

197 9 $ 5,0G0 1988 $ 60,000
1980 5,000 1989 60,000
1981 10,000 1990 70,000
1982 20,000 1991 80,000
1983 30,000 1992 100,000
1984 40,000 1993 110,000
1985 50,000 1994 120,000
1986 60,000 1995 120,000
1987 60,000

The interest on the Bonds shall be evidenced by 

coupons. The principal of, premium, if any, and interest on 

the Bonds, except as otherwise provided in the case of regis- 

tration of Bonds as provided in Section 208 hereof, shall 

be payable to bearer upon presentation and surrender of the 

coupon Bonds or coupons as they respectively become due at

II - 1
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the principal office of the Trustee. Payments of interest 

made in respect of registered Bonds provided for in Section 

208 shall be by check or draft mailed by the Trustee to 

the registered holder at the address shown on the registra­

tion books.
SECTION 203. Execution; Limited Obligation. The 

Bonds shall be executed on behalf of the County by the 

Chairman of the County Board and the corporate seal of 

the County or a facsimile thereof shall be impressed or 

reproduced thereon and attested by the Secretary of the 

County Board, provided that at least one of said signatures 

shall be a manual signature. The coupons attached to the 

Bonds shall be executed by the facsimiles of the official 

signatures of said Chairman and Secretary and such facsimiles 

shall have the same force and effect as if said Chairman 

and Secretary had manually signed each of the coupons.

The Bonds, together with interest thereon, shall be limited 

obligations of the County payable from the Bond Fund and shall be 

a valid claim of the respective holders thereof against the County

only against such fund and the Lease Rentals from the leasing 
or sale of the Project pledged to such fund (but in addition 

shall be secured by the lien of the Indenture on the Project), 

which Lease Rentals are hereby pledged and assigned for 

the equal and ratable payment of the Bonds and the coupons 

and shall be used for no other purposes than to pay the 

principal of, premium, if any, and interest on the Bonds, 

except as may be otherwise expressly authorized in this 

Indenture. Payment of the principal, premium, if any, and 

interest on the Bonds has been unconditionally guaranteed by 

Wetterau, Inc. pursuant to the Guaranty Agreement. The Bonds 

and coupons do not now and shall never constitute an indebtedness 

of the County within the meaning of any state constitutional pro­

vision or statutory limitation and shall never constitute nor 

give rise to a pecuniary liability of the County or a charge 

against its genera] credit or taxing powers.
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In case any officer whose signature or facsimile 

of whose signature shall appear on the Bonds or coupons 

shall cease to be such officer before the delivery of such 

Bonds, such signature or such facsimile shall nevertheless 

be valid and sufficient for all purposes, the same as if 

he had remained in office until delivery.

SECTION 204. Authentication. Only such Bonds as 

shall have endorsed thereon a certificate of authentication 

substantially in the form hereinabove set forth duly executed 

by the Trustee shall be entitled to any right or benefit 

under this Indenture. No Bond and no coupon appertaining 

to any Bond shall be valid or obligatory for any purpose 

unless and until such certificate of authentication shall 

have been duly executed by the Trustee, and such executed 

certificate of the Trustee upon any such Bond shall be 

conclusive evidence that such Bond has been authenticated 

and delivered under this Indenture. The Trustee's certificate

of authentication on any Bond shall be deemed to have been 
executed by it if signed by an authorized signature of 

the Trustee, but it shall not be necessary that the same 

person sign the certificate of authentication on all of 

the Bonds issued hereunder. Before authenticating or delivering 

any Bonds, the Trustee shall detach and cancel all matured 

coupons, if any, appertaining thereto, and such cancelled 

coupons shall be cremated by the Trustee.
SECTION 20S. Form of Bonds. The Bonds initially issued ----------- -----------------

under this Indenture and the coupons attacheu thereto shall be 

substantially in the form set forth in Exhibit B attached 

hereto with such appropriate variations, omissions and inser­

tions as are permitted or required by this Indenture. The 

Substitute Bonds shall be in such form as shall be prescribed 

by the supplemental indenture making provision for their 

issuance.
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SECTION 206. Delivery of Bonds. Upon the execution 

and delivery of this Indenture, the County shall execute and

deliver to the Trustee and the Trustee shall authenticate

Bonds in the aggregate principal amount of $1,000,000 and 

deliver them to the purchaser as may be directed by the County 

as hereinafter in this Section 206 provided.

Prior to the authentication by the Trustee of any

of the Bonds there shall be filed with the Trustee:

1. A copy, duly certified by the Secretary of the 

County Board, of the resolution of the County Eoard authorizing

the execution and delivery of the Lease Agreement.
2. An original executed counterpart of the Lease 

Agreement and Guaranty Agreement.

3. A copy, duly certified by the Secretary of the 

County Board, of the resolution of the County Board authorizing 

the execution and delivery of this Indenture and the issuance

of the $1,000,000 aggregate principal amount of the Bonds.
4. The written opinion of counsel for the County, 

or other counsel satisfactory to the Trustee, expressing 

the conclusion that upon acceptance of the instruments of 

conveyance, all as theretofore agreed upon, the County will 

have title free and clear of liens and encumbrances upon the 

land described in Exhibit A (except for Permitted Encumbrances 

as defined in the Lease Agreement).
5. A title insurance policy (or an appropriate 

binder) meeting the requirements of Section 3.3 of the 

Lease Agreement.

6. A request and authorization to the Trustee on 

behalf of the County Board and signed by the Chairman and 

Secretary of the County Board to auth -nticate and deliver 

the Bonds in the aggregate principal amount of $1,000,000 to 

the purchasers therein identified upon payment to the Trustee 

but for account of the County of a sum specified in such re-
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quest and authorization plus accrued interest thereon to the 

date o f  delivery. Such proceeds shall be paid over to the 

Trustee and deposited to the credit of the Bond Fund and 

Construction Fund as hereinafter provided under Article VI 
hereof.

SECTION 207. Mutilatcd, Lost, Stolen or Destroyed 

Bonds or Coupons. In the event any Bond is mutilated, 

lost, stolen or destroyed, the County may execute and the 

Trustee may authenticate a new Bond of like date, maturity 

and denomination as that mutilated, lost, stolen or destroyed, 

which new Bond shall have attached thereto coupons corresponding 
in all respects to those (if any) on the Bond mutilated, 

lost, stolen or destroyed; provided that, in the case of 

any mutilated Bond, such mutilated Bond together with all 

coupons (if any) appertaining thereto shall first be surrendered 

to the County, and in the case of any lost, stolen or destroyed 

Bond, there shall be first furnished to the County and 

the Trustee evidence of such loss, theft or destruction 

satisfactory to the County and the Trustee, together with 

indemnity satisfactory to them. In the event any such 

Bond or coupon shall have matured, instead of issuing a 

duplicate Bond or coupon the County may pay the same without 

surrender thereof. The County and the Trustee may charge 

the holder or owner of such Bond with their reasonable 

fees and expenses in this connection.

SECTION 208. Registration of Ponds; Persons Treated 

As Owners. Each of the Bonds issued hereunder shall be fully 

negotiable and pass by delivery but shall be subject to 

registration (as hereinafter provided) as to principal 

or as to both principal and interest in the name of the 

owner on registration books to be provided for that purpose 

by the County at said principal office of the Trustee, 

as Bond Registrar. Upon presentation at said office any 

of the Bonds may be registered as to principal only and
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such registration shall be evidenced by notation to that 

effect by the Bond Registrar in the registration blank 

on the reverse side thereof/ after which no transfer theioof 

shall be valid unless made at the written request of the 

registered owner or his duly authorized attorney on said 

registration books and similarly endorsed thereon. Such 

registered Bonds may be thus transferred to bearer whereupon 

transferability by delivery shall be restored but the Bonds 

may again, from time to time, be registered or transferred 

to bearer as before. Such registration of any of the Bonds 

shall not affect the transferability by delivery only of 

the coupons thereunto appertaining, provided that if upon 

registration of any such Bond, or at any time thereafter 

while registered in the name of the owner, the unnatured 

coupons attached evidencing interest to be thereafter paid 

thereon shall be surrendered to said Bond Registrar a statement 

to that effect will be endorsed thereon and thereafter 

interest evidenced by such surrendered coupons will be 

paid by check or draft at the times provided therein to 

the registered owner by mail to the address shown on the 

registration books. Each of the Bonds when converted as 

aforesaid into a Bond registered as to both principal*and 

interest may be reconverted into a coupon Bond at the written 

request of the registered owner or his duly authorized 

attorney and upon presentation at the office of said Bond 

Registrar. Upon such reconversion the coupons representing 

the interest to become due thereafter to the date of maturity 

will be attached to the Bond and a statement will be endorsed 

thereon by said Bond Registrar in the registration blank 

on the back of the Bond as to whether it is then registered 

as to principal alone or payable to bearer. No charge 

shall be made to any Bondholder for the privilege of registra­

tion and transfer hereinabove granted, but any bondholder
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I requesting any such registration or transfer shall pay any 

tax or other governmental charge required to be paid with 

respect thereto. As to any Bond registered as to principal, 

the person in whose name the same shall be registered shall 

be deemed and regarded as the absolute owner thereof for all 
,purposes and payment of or on account of the principal of 

any such Bond shall, be made only to or upon the order of the 

registered owner thereof, or his duly authorized attorney, 

and neither the County, the Trustee, any paying agent nor 

the Bond Registrar shall be affected by any notice to the 

contrary, but such registration may be changed as herein provided 

All such payments shall be valid and effectual to satisfy 

and discharge the liability upon such Bond to the extent of 

the sum or sums so paid. The County, the Trustee, the Bond 

Registrar and any paying agent may deem and treat the bearer 

of any Bond which shall not at the time be registered as to 

principal (except to bearer), and the bearer of any coupon 

appertaining to any Bond, whether such Bond be registered 

as to principal or not, as the absolute owner of such Bond 

or coupon, as the case may be, whether such Bond or coupon 

shall be overdue or not, for the purpose of receiving payment 

thereof and for all other purposes whatsoever, and neither 

the County, the Bond Registrar, any paying agent nor the Trustee 

shall be affected by any notice to the contrary.
SECTION 209. Issuance of Substitute Bonds. If as

a consequence of the happening of any event referred to 

in Section 11.2(c) of the Lease Agreement, interest on the 

Bonds initially issued shall have become subject to Federal 

income taxes, the County at the request of the Lessee, will 

cause the issuance of Substitute Bonds for the purpose of 

causing the same to be exchanged for Bonds initially issued. 

Substitute Bonds shall be dated as of June 1, 1974, but
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shall bear interest at the rate of nine per centum (9t) 

per annum from the date as of which interest on the Bonds 

initially issued became subject to Federal income taxes, 

payable on each June 1 and December 1 following such date. 

Substitute Bonds shall be issued in the aggregate principal 

amount equal to the principal amount of Bonds outstanding on 

the date set for such exchange. They shall be numbered 

in accordance with the numbering of Bonds then outstanding 

(except that the prefix "S" shall appear before each number) 

and they shall mature in accordance with the maturity schedul 

of Bonds then outstanding. In all other respects, Substitute 

Bonds shall be of like tenor with the Bonds then outstanding. 

Substitute Bonds shall be delivered only in exchange for 

a like principal amount of Bonds initially issued then 

outstanding.

SECTION 210. Delivery of Substitute Bonds. Upon 

the execution and delivery of an appropriate indenture supple 

mental hereto, the County shall execute and deliver to the 

Trustee, and the Trustee shall authenticate Substitute Bonds 

and delivei them in exchange to the holders of the then 

outstanding Bonds initially issued in the manner directed 

by the County as hereinafter in this Section 210 provided.

Prior to the delivery by the Trustee of any Substitute 

Bonds, there shall be filed with the Trustee:

1. A certificate of the Lessee stating that 

it has irrevocably exercised the option provided 

by Section 8.10(b) of the Lease Agreement.

2. A valid and effective supplemental indenture 

providing for the issuance of the Substitute Bonds.

3. A copy, duly certified by the Secretary

of the County Board, of the Resolutions theretofore 

adopted and approved, authorizing the execution 

and delivery of the supplemental indenture.
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4. An amount equal to the interest on all 

Bonds outstanding on the date as of which interest 

on the Bonds became taxable (the taxable date) at 

the rate of 9% per annum from the taxable date to 

the date fixed for the exchange of Bonds outstanding 

for Substitute Bonds, or to the date of redemption 

or payment of any Bonds which shall have been paid 

subsequent to the taxable date and prior to the date 

fixed for the exchange, less amounts previously 

paid as interest during such period, it being 

intended that the holders of all Bonds outstanding 

on the taxable date shall receive interest from

the taxable date at the rate of 9% per annum. Such 

sums so received shall be deposited by the Trustee 

in the Bond Fund for the payment of the persons

entitled thereto.

5. An amount of money equal to the cost and 

expenses incurred by the Trustee and the County 

effecting the issuance of the Substitute Bonds.

6. Satisfactory proof that the notice prescribed 

by Section 8.10 of the Lease Agreement has been

duly given.
7. A written opinion by an attorney or firm 

of attorneys of recognized standing on the subject 

of municipal bonds to the effect that the issuance 

of the Substitute Bonds and the execution thereof 

have been duly authorized and the conditions precedent 

to the delivery thereof have been fulfilled.

8. A request and authorization to the Trustee 

on behalf of the County signed by the Chairman and 

Secretary of the County Board to deliver the Substi­

tute Bonds to those entitled thereto in exchange

for an equ. 1 principal amount of Bonds then outstanding
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ARTICLE III

REDEMTTION OF BONDS BEFORE MATURITY

SECTION 301. Redemption Dates and Prices for 

Ponds. The Bonds are noncallable for redemption prior te 
June 1, 1984, except in the event of exercise by the 

Lessee of ts options to purchase the Project as provided in 

Section 11.2 of the Lease Agreement. If called for redemption 

in any of such events, the Bonds shall be subject to redemption 

by the County at any time after notice as provided in this 

Indenture, whether or not such date is an interest payment 

date, in whole and not in part, at the principal amount 

thereof, plus accrued interest to the redemption date.

The Bonds maturing on and after June 1, 1985, are 

also subject to redemption by the County prior to maturity on 

any interest payment date on or after June 1, 1984, in whole 

or in part, but if in part in inverse order of their maturities 

(less than all of the Bonds of a single maturity to he selected 

by lot by the Trustee) at the redemption prices (expressed as 

percentages of principal amount) set forth in the table below, 

plus accrued interest to the redemption date:

Redemption Price
Redemption Pete -----

June 1 and December 1 , 1984................105%
June 1 and December 1 , 1985................ 104
June 1 and December 1 , 1986................ 103
June 1 and December 1, 1987................102
June 1 and December 1 , 1 988................ 101
June 1, 1989 and thereafter............... 100
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SECTION 302. Notice of Redemption. In the event 

any of the Bonds are called for redemption, the Trustee

shall give notice, in the name of the County, of the redemption 

of such Bonds, which notice shall specify the redemption 

date and the place or places where amounts due upon such 

redemption will be payable and the numbers of such bonds 

so to be redeemed. Such notice shall be given by publication 

at least once not less than 30 days nor more than 60 days 

prior to the redemption date in a newspaper or financial 

journal of general circulation published in the City of 

New York, and in the case of the redemption of Bonds registered 

as to principal, upon mailing a copy of the redemption notice 

by first class mail at least thirty days prior to the date fixed 

for redemption to the holder of each such Bond to be redeemed at 

the address shown on the registration books; provided, however, 

that failure to give such notice by mailing or any defect there­

in, shall not affect the validity of any proceedings for the 

redemption of Bonds. If all of the Bonds to be redeemed are 

Bonds registered as to principal, notice by mailing given by 
first class mail to the holder or holders thereof, at the 

addresses shown on the registration books, not less than 

thirty days prior to the date fixed for redemption as aforesaid

shall be sufficient and published notice of the call for 
redemption need not be given and failure duly to give such 

notice by mailing, or any efect in the notice, to the 

holder of any such Bond designated for redemption shall 

not affect the validity of any proceedings for the redemption 

of any other Bond. All Bonds so called for redemption 

will cease to bear interest on the specified redemtion 

date, provided funds for thgir redemption are on deposit 

with the Trustee and shall no longer be protected by the 

Indenture and shall not be deemed to be outstanding under 

the provisions of the Indenture. If, because of the temporary
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or permanent suspension of the publication or general circula- 

ition of any newspaper or financial journal or for any other

reason, it is impossible or impracticable to publish such 

notice of call for redemption in the manner herein provided, 

then such publication in lieu thereof as shall be made 

with the approval of the Trustee shall constitute a sufficient 

publication of notice.
SECTION 303. Cancellation. All Bonds which have 1 11 ' ' J'

been redeemed shall be cancelled and cremated by the Trustee 

together with the unmatured coupons appertaining thereto 

and shall not be reissued and a counterpart of the certificate 

of cremation evidencing such cremation shall be furnished 

by the Trustee to the County and the Lessee.

SECTION 304. Unpaid Coupons. All unpaid coupons 

which appertain to Bonds so called for redemption and which 

shall have become payable on or prior to the date fixed 

for redemption shall continue to be payable to the bearers 

thereof severally and respectively upon the presentation 

! and surrender of such coupons.

SECTION 305. PurcHse of Bonds. The Trustee shall, 

if and to the extent practicable, purchase Bonds at the written 

direction of the County upon request of the Lessee at such 

time, in such manner and at such price as may be specified 

by the Lessee. The Trustee may so purchase Bonds with

any moneys then held by the Trustee and available for the 

redemption or purchase of Bonds; provided, that any limitations 

or restrictions on such redemption or purchase contained 

in the Lease Agreement or this Indenture shall be complied 

with. The expenses of such pruchase shall be deemed an 

expense of the Trustee under Section 1102.
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ARTICLE IV

GENERAL COVENANTS

SECTION 401. Condition of County's Obligation; Payment 

of Principal and Interest. Each and every covenant herein 

made, including all covenants made by the various sections of 

this Article IV, is predicated upon the condition that any 

obligation for the payment of money incurred by the County 

shall not create a pecuniary liability of the County or a 

charge upon its general credit or against its taxing powers, 

but shall be payable solely from the Lease Rentals, which 

are required to be set apart and transferred to the Bond 

Fund, and which Lease Rentals are hereby specifically pledged 

to the payment thereof in the manner and to the extent in 

this Indenture specified and nothing in the Bonds or coupons 

or in this Indenture shall be considered as pledging any 

other funds or assets of the County.

The County covenants that it will promptly pay (but 

solely from, and only to the extent of, the Lease Rentals), 

the principal of, including any applicable redemption 

premiums, and interest on every Bond issued under this 

Indenture at the place, on the dates and in the manner 

provided herein and in said Bonds, and in the coupons apper­

taining thereto according to the true intent and meaning 

thereof.
SECTION 402. Performance of Covenants; Authority of 

County. The County covenants that it will faithfully perform 

at all times any and all covenants, undertakings, stipulations 

and provisions contained in this Indenture, in any and every 

Bond executed, authenticated and delivered hereunder and in 

all proceedings pertaining thereto. The County covenants
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that it is duly authorized under the Constitution and laws 

of the State of South Carolina, to issue the Ponds authorized 

hereby and to execute this Indenture, to convey the property 

described in and conveyed hereby and to pledge the Lease Rentals 

hereby pledged in the manner and to the extent herein set 

forth; that all action on its part for the issuance of the 

Bonds and the execution and delivery of this Indenture has 

been duly and effectively taken, and that the Bonds in the 

hands of the holders and owners thereof and the coupons 

appertaining thereto in the hands of the bearers thereof 

are and will be valid and enforceable obligations of the 

County according to the import thereof.

SECTION 403. Ownership; Instruments of Further Assurance 

The County covenants that it lawfully owns and is lawf lly 

possessed of the Project and that it has good and indefeasible 

title and estate therein, except for Permitted Encumbrances 

as defined in the Lease Agreement ( o r ,  in the case of any 

property included in the Project and not yet acquired, that the 

same will be acquired by the County from the moneys in the 

Construction Fund or from moneys furnished by the Lessee 

pursuant to the Lease Agreement), and that it will defend 

the title to the Project and every part thereof to the 

Trustee, for the benefit of the holders and owners of 

the Bonds and the bearers of the coupons appertaining thereto 

against the claims and demands of all persons whomsoever.

The County covenants that it will do, execute, acknowledge 

and deliver or cause to be done, executed, acknowledged and 

delivered, such indentures supplemental hereto and such further 

acts, instruments and transfers as the Trustee may reasonably
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require for the better assuring, transferring, conveying, 

pledging, assigning and confirming unto the Trustee all and 

singular the property herein described and the Lease Rentals 

pledged hereby to the payment of the principal of and interest 

and premium, if any, on the Bonds. Any and all property 

hereafter acquired which is of the kind or nature herein 

provided to be and become subject to the lien hereof shall 

ipso facto, and without any further conveyance, assignment 

or act on the part of the County or the Trustee, become 

and be subject to the lien of this Indenture as fully 

and completely as though specifically described herein, but 

nothing in this sentence contained shall be deemed to modify 

or change the obligat Lons of the County under this Section 

403. The County covenants and agrees that, except as herein 

and in the Lease Agreement provided, it will not sell, convey, 

mortgage, encumber or otherwise dispose of a :y part of the 

Project or the Lease Rentals therefrom or of its rights 

under the Lease Agreement.

SECTION 04 . Payment of Taxes, Charges, F.tc. Pursuant 

to the provisions of the Lease Agreement the Lessee has 

agreed to pay all lawful taxes, assessments and charges at 

any time levied or assessed upon or against the Project, 

or any part thereof, failure to pay which might impair or 

prejudice the lien and priority of this Indenture; provided, 

however, that nothing contained in this Section 404 shall 

require the payment of any such taxes, assessments or charges 

if the same are not required to be paid under the provisions 

of the Lease Agreement.

IV 3
L .  7 7 2



SECTION 405. Maintenance and Repair. Pursuant to

the provisions of the Lease Agreement the Lessee has

agreed at its own expense to cause the Project to be kept

in as reasonably safe condition as its operations shall permit,

and that it will from tine to time cause to be made all needed 

repairs so that the Project shall at all times be kept in 

good repair and in good operating condition, and that the 

Lessee may, at its own expense, make from time to time additions, 

modifications and improvements to the Project under the terms 

and conditions set forth in the Lease Agreement.

SECTION 406. Inspection of Project Books. The County 

covenants and agrees that all books and documents in its 

possession relating to the Project and the Lease Rentals 

derived from the Project shall at all times be open to 

inspection by such accountants or other agencies as the 

Trustee may from time to time designate.

SECTION 407. Rights Under Lease Agreement. The Lease 

Agreement, a duly executed counterpart of which has been 

filed with the Trustee, sets forth the covenants and obligations 

of the County and the Lessee including a provision that sub­

sequent to the issuance of the Bonds and prior to their payment 

in full, or provision for the payment thereof in accordance with 

the provisions hereof, the Lease Agreement may not be effectively 

amended, changed, modified, altered or terminated without the 

written consent of the Trustee and reference is hereby made to 

the Lease Agreement for a detailed statement of said covenants 

and obligations of the Lessee under the Lease Agreement, and 

the County agrees that the Trustee in its name or in the name 

of the County may enforce all rights of the County and all 

obligations of the Lessee under and pursuant to the Lease Agree­
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ment and on behalf of the Bondholders whether or not the

County is in default hereunder.

SECTION 408. List of Bondholders. To the extent that

such information shall be made known to the County under the 

terms o. this Section 408, it will keep on file at the corporate 

trust office of the Trustee a list of names and addresses

of the last known holders of all Bonds payable to bearer and 

believed to be held by each of such last known holders. Any 

Bondholder may request that his name and address be placed 

on said list by filing a written request with the County or 

with the Trustee, which request shall include a statement 

of the principal amount of Bonds held by such holder and the 

numbers of such Bonds. The Trustee shall be under no responsi­

bility with regard to the accuracy of said list. At reasonable 

times and under reasonable regulations established by the 

Trustee, said list may be inspected and copies by the Lessee 

or by holders and/or owners (or a designated representative 

thereof) of twenty-five percent or more in principal amount 

of Bonds then outstanding, such ownership and the authority 

of any such designated representative to be evidenced to the

satisfaction of the Trustee.

SECTION 409. Recording and Filing. This Indenture 

shall be recorded and indexed as mortgage of real estate in 

the office in the County wherein are recorded mortgages of real 

estate, or in such other office as may be at the time provided 

by law as the proper place for the recordation thereof. The 

security interest of the Trustee created by this Indenture in 

any personal property and fixtures which are to be part of the 

Project, shall be perfected by the filing in the office in the 

County wherein financing statements are filed, and in the office
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of the Secretary of State of South Carolina, in the City ot 

Columbia, South Carolina, of financing statements which fully 

comply with the South Carolina Uniform Commercial Code - Secured 

Transactions. Such financing or continuation statements shall 

be filed from time to time by the Trustee in said offices of 

the County and of the Secretary of State of South Carolina as 

in the opinion of counsel, as provided in Section 13.5(a)(4) 

of the Lease Agreement or otherwise, are necessary to preserve

the lien of this Indenture.
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ARTICLE V

REVENUES AND FUNDS

SECTION 501. Source of Payment of Ponds. The Bonds 

herein authorized and all payments by the County hereunder 

are not general obligations of the County but are limited 

obligations payable by the County solely from the Lease Rentals 

derived from the Project and as authorized and provided .in this 

Indenture.
The Project has been leased under the Lease Agreement 

and the payments provided for in Section 5.3 of the 

Lease Agreement are to be remitted directly to the Trustee 

for the account of tne County and deposited in the Bond Fund. 

Such payments are sufficient in amount to pay the principal 

of, premium, if any, and interest on the Bonds, and the 

Lease Rentals are pledged to the payment of the principal 

of, premium, if any, and interest on the Bonds. The 

County hereby covenants and agrees that it will not create 

any lien upon said Lease Rentals or the Project other than 

the lien hereby created.

SECTION 502. Creation of the Bond Fund. There is 

hereby created by the County and ordered established with 

the Trustee a trust fund to boar the designation set forth 

in the definition of "Bond Fund" in Section 101.

SECTION 503. Payments into t1 Bond Fund. There shall 

be deposited into the Bond Fund all accrued interest derived 

from the sale of the Bonds. In addition, there shall be deposit 

into the Bond Fund, as and when received (a) any amount remainin 

in the Construction Fund to the extent provided in Section

4.3 of the Lease Agreement except as otherwise directed
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pursuant to said Section 4.3; (b) all payments prescribed by

Section 5.3 of the Lease Agreement; (c) all moneys received 

pursuant to the Guaranty Agreement; and (d) all other moneys 

received by the Trustee under and pursuant to any of the 

provisions of the Lease Agreement when the Lease Agreement 

provides for their deposit in the Bond Fund when accompanied by 

directions by Lessee that such moneys are to be paid into the 

Bond Fund. The County hereby covenants and agrees that so long 

as any of the Bonds issued hereunder are outstanding it will 

deposit, or cause to be deposited (but solely from, and only to 

the extent of, the Lease Rentals), in the Bond Fund for its 

account sufficient sums from Lease Rentals promptly to 

meet and pay the principal of, interest and premium, if 

any, on the Bonds as the same become due and payable 

and to this end the County covenants and agrees, so long 

as any Bonds issued hereunder are outstanding, that, should 

there be a default under the Lease Agreement with the result 

that the right of possession of the Project under the Lease 

Agreement is returned to the County, the County shall fully 

cooperate with the Trustee and with the Bondholders to the 

end of fully protecting the rights and security of the Bond­

holders and the bearers of coupons appertaining to the Bonds 

and shall diligently proceed in good faith and use its best 

effort to secure another tenant for the premises to the end 

that at all times sufficient Lease Rentals will be derived 

from the Project promptly to meet and pay the principal of, 

interest and premium, if any, on the Bonds as the same 

become due and payable, and to defray the cost of

maintaining and insuring the Project. Nothing herein
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shall be construed as requiring the County to operate the 

Project or to use any funds or revenues from any source other 

than Lease Rentals.
SECTION 504. Use of Moneys in the Bond fund. Except 

as provided in Section 510 hereof/ moneys in the Bond Fund 

shall be used solely for the payment of the principal of, 

interest on, and premium, if any, on the Bonds and for 

the redemption of the Bonds at or prior to maturity. Except 

as provided in Article III, no moneys in the Eond Fund 

shall be used to redeem, prior to maturity, a part of the 

Bonds outstanding; provided, that whenever the amount in 

the Bond Fund from any source whatsoever is sufficient to 

redeem all of the Bonds outstanding hereunder and to pay 

interest to accrue thereon prior to such redemption, the County 

covenants and agrees to take and cause to be taken the necessary 

steps to redeem all of said Bonds on the next succeeding redemp­

tion date for which the required redemption notice may be 

given; and provided further that any moneys in the Bond Fund 

resulting from payments made pursuant to Section 9.5 of the 

Lease Agreement may be used at the request of the County 

to redeem a part of the Bonds outstanding on the next 

succeeding redemption date for which the required notice 

of redemption may be given, so long as the Lessee is not in 

default under the Lease Agreement, and to the extent said 

moneys are in excess of the amount required for payment of 

Bonds theretofore matured or called for redemption and 

past due interest in all cases where such Bonds or coupons 

have not been presented for payment.
SEC ON 505 . Custody of the Bond Fund. The Bond Fund 

shall be in the custody of the Trustee but in the name of 

the County and the County hereby authorizes and directs the
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Trustee to withdraw sufficient fund’s from the Bond Fund to 

pay principal of and interest and premium, if any, on the 

Bonds as the same become due and payable and to make said 

funds so withdrawn available to the Trustee and to the paying 

agent or agents for the purpose of paying said principal and 

interest, and premium, if any, which authorization and direction 

the Trustee hereby accepts.

SECTION 506. Non-presentment of Bonds or Coupons.

In the event any Bonds shall not be presented for payment 

when the principal thereof becomes due, either at maturity 

or at the date fixed for redemption thereof or otherwise, 

or in the event any coupon shall not be presented for payment 

at the due date thereof, if funds sufficient to pay such Bonds 

or coupons shall have been made available to the Trustee for 

the benefit of the holder or holders thereof, all liability 

of the County to the holder thereof for the payment of such 

Bond or coupon, as the case may be, shall forthwith cease, 

det rmine and be? completely discharged, and thereupon it shall 

be the duty of the Trustee to hold such fund or funds, without 

liability for interest thereon, for the benefit of the holder 

of such Bond, or the bearer of such coupon, as the case may 

be, who shall thereafter be restricted exclusively to such 

fund or funds, for any claim of whatever nature on his part 

und'r this Indenture or on, or with respect to, said Bond

or coupon.
SECTIC!: 507. Trustee's and Paying Agents' Fees, Charges 

and Expenses. ‘ursuant to the provisions of the Lease Agreement 

the Lessee has agreed to pay the Trustee, until the principal 

of, interest and premium, if any, on the Bonds shall have
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been fully paid: (i) an amount equal to the annual fee of

the Trustee for the Ordinary Services of the Trustee rendered, 

as trustee, and its Ordinary Expenses incurred, as trustee, 

under this Indenture, as and when the same becomes due, (ii) 

the reasonable fees and charges of the Trustee, as Bond 

Registrar and paying agent,.and any paying agents for acting 

as paying agent as and when the same become due, and (iii) 

the reasonable fees and charges for the necessary Extraordinary 

Services and Extraordinary Expenses of the Trustee under this 

Indenture, as and when the same become due. The Lessee may, 

without creating a default hereunder, contest in good faith 

the necessity for any such Extraordinary Services and Extra­

ordinary Expenses and the reasonableness of any of the fees, 

charges or expenses referred to herein.

SECTION 508 . Moneys to Be Held in Trust. All moneys 

required to Le deposited with or paid to the Trustee for account 

of the Bond Fund or the Construction Fund under any provision 

of this Indenture shall be held by the Trustee in trust, and 

except for moneys deposited with or paid to the Trustee for 

the redemption of Bonds, notice of the redemption of which 

has been duly given, shall, while held by the Trustee, constitute 

part of the Trust Estate and be subject to the lien hereof.

SECTION SO9 . Insurance and Condemnation Proceeds. 

Reference is hereby made to Article VII of the Lease Agreement 

whereunder it is provided that under certain circumstances 

the net proceeds of insurance and condemnation awards are 

to be paid to the Trustee and deposited in separate trust 

accounts and to be disbursed and paid out as therein provided.
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The Trustee hereby accepts and agrees to perform the duties 

and obligations as therein specified. Any moneys held by 

the Trustee pursuant to the provisions of this Section may 

be invested and reinvested, with the approval of the Lessee, 

in investments authorized by Section 702 hereof for the invest 

ment of moneys held as a part of the Bond Fund.

SECTION 510. Repayment to the Lessee from the Bond 

Fund. Any amounts remaining in the Bond Fund after payment 

in full of the principal of, interest and premium, if any, 

on Bonds (or provision for payment thereof as provided in 

this Indenture), the fees, charges and expenses of the Trustee 

and any paying agents and all other amounts required to be 

paid hereunder shall be paid to the Lessee upon the expiration 

or sooner termination of the term of the Lease Agreement as 

provided in the Lease Agreement.
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ARTICLE VI

CUSTODY AND APPLICATION OF PROCEEDS OF BONES
SECTION 601. Deposits in the Pond Fund. From the 

proceeds of the issuance and delivery of Bonds there shall 

be deposited in the Bond Fund all accrued interest leceived 

upon the sale of the Bonds.
SECTION 602. Construction Fund; Disbursement. There 

is hereby created and established with the Trustee a Trust 

fund in the name of the County to bear the designation set 

forth in the definition of "Construction Fund" in Section 101. 

The balance of the proceeds of the issuance and delivery of

Bonds remaining after the deduction provided by Section 601 

hereof shall have been made shall be deposited in the Constructic 

Fund. Moneys in the Construction Fund shall be expended in 

accordance with the provisions of the Lease Agreement and 

particularly Section 4.3 thereof.
The Trustee is hereby authorized and directed to issue 

its checks for each disbursement required by the aforesaid 

provisions of the Lease Agreement.
The Trustee shall keep and maintain adequate records 

pertaining to the Construction Fund and all disbursements 
therefrom, and after the Project shall have been completed 

and a certificate of payment of all cos :s filed as provided 

in Section 603 hereof, the Trustee shall, if requested by 

the Lessee, file an accounting thereof with the County and 

with the Lessee.

n

SECTION 603. Completion of the Project. The completion 

of the Project and the payment of all costs and expenses inciden 

thereto shall be evidenced by the filing with the Trustee 

of the certificate of the Authorized Lessee Representative
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(as defined in the Lease Agreement) required by the provisions 

of the Lease Agreement. As soon as practicable and in any 

event within sixty days from the date of the said certificate 

any balance remaining in the Construction Fund (other than 

the amounts retained by the,Trustee referred to in the preceding 

sentence) shall without further authorization be deposited 

in the Bond Fund by the Trustee with advice to the County 

and to the Lessee of such action unless the Lessee shall

have directed the Trustee to purchase Bonds in the open 

market for the purpose of cancellation in accordance with 

Section 4.3 of the Lease Agreement.
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ARTICLE VII

INVESTMENTS

SECTION 701. Investment of Cons4 uction F nd Moneys .

Any moneys held as part of the Construction Fund shall, at 

the written request of and as specified by the Authorized 

Lessee Representative (as defined in the Lease Agreement), 

be invested and reinvested by the Trustee in accordance with 

the provisions of Section 4.9 of the Lease Agreement. Any 

such investments shall be held by or under the control of 

the Trustee and shall be deemed at all times a part of the 

Construction Fund and the interest accruing thereon and any 

profit realized from such investments shall be credited to 

such fund, and any loss resulting from such investments shall 

be charged to such fund. The Trustee is directed to sell 

and reduce to cash funds a sufficient amount of such investments

whenever the cash balance in the Construction Fund is insufficien 

to pay a requisition when presented.

SECTION 702. Investment of Pond Fund Moneys. Any 

moneys held as part of the Bond Fund shall, at the written 

request of and as specified by the Authorized Lessee Representa­

tive (as defined in the Lease Agreement), be invested or re­

invested by the Trustee in any bonds or other obligation*; which 

as to principal and interest constitute direct obligations of 

the United States of America, having maturities consonant with 

the need to apply moneys in the Eond Fund to the payment of 

principal, interest and premium, if any, to come due on the 

Bonds. Any such investment shall be held by or under control 

of the Trustee and shall be deemed at all times a part of the 

Bond Fund and the interest accruing thereon and any profit 

realized therefrom shall be credited to such fund. The 

Trustee shall sell and reduce to cash funds a suffi­

cient portion of investments under the provisions of this
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Section 702 whenever the cash balance in the Bond Fund is 

insufficient to pay the current interest and principal require­

ments .
SECTION 703. Limitation on Investments. The Trustee 

shall not invest any of the moneys in the Construction Fund 

or the Bond Fund if to do so would be contrary to any policy 

or rules or regulations of the Internal Revenue Service with 

respect to arbitrage and the effect of which would be to 

cause the loss of the exemption of the interest on the Bonds 

from Federal Income Taxes.
SECTION 704. Trustee’s Own Bond Department. The Trustee 

may make any and all investments permitted under Section 701 

and Section 702 through its own Bond Department.
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ARTICLE VTTT

POSSESSION, USE AND PARTIAL RELEASE CT LEASED PROPERTY

SECTION 801. Subordination to Rights of the Lessee .

This Indenture and the rights and privileges hereunder of 

the Trustee and the holders of the Bonds and bearers of coupons 

appertaining thereto are specifically made subject and subordinate 

to the rights and privileges of the Lessee set forth in the 

Lease Agreement. So long as not otherwise provided in this 

Indenture the County shall be suffered and permitted to possess, 

use and enjoy the Mortgaged Property and appurtenances so 

as to carry out its obligations under the Lease Agreement.

SECTION 802. Release of Leased Land. Reference is 

made to the provisions of the Lease Agreement, including without 

limitation Sections 8.5 and 11.3 thereof, whereby the County 

and the Lessee have reserved the right to withdraw certain 

portions of the Leased Land (as defined in the Lease Agreement) 

upon compliance with the terms and conditions of the Lease 

Agreement. The Trustee shall release from the lien of this 

Indenture any such land upon compliance with the provisions 

of the Lease Agreement.
SECTION 803. Granting of Easements. Reference is 

made to the provisions of the Lease Agreement, including, 

without limitation Section 8.6 thereof, whereby the Lessee 

may grant easements and take other action upon compliance 

with the terms and conditions of the Lease Agreement. The 

Trustee shall execute or confirm the grants or releases of 

easements, licenses, rights of way and other rights and 

privileges permitted by Section 8.6 thereof upon compliance 

with the provisions of the Lease Agreement.
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ARTICLE IX

DISCHARGE OF LIEN

SECTION 901. Discharge of Lien of the Indenture.

If the County shall pay or cause to be paid to the holders 

and owners of the Bonds and bearers of coupons the principalt

interest and premium, if any, to become due thereon at the 

times and in the manner stipulated therein and herein, and 

shall have paid all fees and expenses of the Trustee and each 

paying agent, and if the County shall keep, perform and observe 

all and singular the covenants and promises in the Bonds and 

in this Indenture expressed as to be kept, performed and observed 

by it or on its part, or if the issuance of the Bonds is not 

made within the time provided in Section 4.2 of the Lease 

Agreement, then these presents and the estate and rights hereby 

granted shall, at the option of the County, cease, determine 

and be void, and thereupon the Trustee shall cancel and discharge 

the lien of this Indenture and execute and deliver to the 

County such instruments in writing as shall be requisite to 

satisfy the lien hereof, and re-convey to the County the estate 

hereby conveyed, and assign and deliver to the County any 

property at the time subject to the lien of this Indenture 

which may then be in its possession, except amounts in the 

Bond Fund required to be paid to the Lessee under Section 

510 hereof and except funds, or securities in which such funds 

are invested, hold by the Trustee for the payment of principal 

of, interest and premium, if any, on the Bonds.

Bonds and coupons shall be deemed to be paid within the 

meaning of this Article when there shall have been deposited with 

the Trustee for the payment or redemption of Bonds and coupons 
(i) moneys, (ii) obligations of the sort permitted by Section 702 

hereof, or (iii) any combination of "(i)" or "(ii)", the princi­

pal of and interest on will, as payable, provide sufficient morn-
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whether upon or prior to maturity or the redemption date of such 

Bonds, to pay and redeem all the Bonds on the earliest redemption 

date; provided, however, that if such Bonds are to be redeemed 

prior to the maturity thereof, notice of such redemption shall 

have been duly given or arrangements satisfactory to the Trustee

shall have been made for the’giving thereof.
If, through lapse of time or otherwise, the holder of

any bond or coupon shall no longer be able to enforce payment 

of the principal of, premium, if any, and interest on such bond 

or coupon against the County, then in such event the Trustee shal 

(upon indemnification satisfactory to the Trustee) pay to the 

Lessee the sum or sums paid to the Trustee by the Lessee therefor
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ARTICLE X

DEFAULT PROVISIONS AND REMEDIES OF TRUSTEE AND BONDHOLDERS

SECTION 1001. Defaults; Events of Default. If any 

of the following events occurs, it is hereby defined as and

declared to be and to constitute an "event of default" ;

(a) Default in the due and punctual payment of 

any interest on any Bond; or

(b) Default in the due and punctual paynent of 

the principal of any Bond (and premium, if any), 

whether at the stated maturity thereof, or upon proceed­

ings for redemption thereof, or upon the maturity thereof 

by declaration; or

(c) Subject to the provisions of Section 1013, 

default in the performance or observance of any other 

of the covenants, agreements or conditions on the part 

of the County in this Indenture or in the Bonds con­

tained; or

(d) The occurrence of an "event of default" under

the Lease Agreement.

SECTION 3 002 . Accel erat ion. Upon the occurrence of 

an event of default the Trustee may, and upon the written 

request of the holders of not less than twenty-five percent 

in aggregate principal amount of Bonds then outstanding shall, 

by notice in writing delivered to the County, declare the 

principal of all Bonds then outstanding and the interest accrued 

thereon immediately due and payable, and such principal and 

interest shall thereupon become and be immediately due and 

payable.
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SECTION 1003. Surrender of Possession of Mortgaged 

Property; Rights and Duties of Trustee in Possession; Other

Remedies. Upon the cccurrence of an event of default, it 

shall be lawful for the Trustee, by such officer or agent 

as it may appoint, to take possession of all or any part 

of the Mortgaged Property together with the books, papers 

and accounts of the County pertaining thereto, and including 

the rights and the position of the County under the Lease 

Agreement, and to hold, operate and manage the same, and from 

time to time make all needful repairs and improvements as 

by the Trustee shall be deemed wise; and the Trustee may lease 

the Project or any part thereof in the name and for account 

of the County and collect, receive and sequester the rents, 

revenues, issues, earnings, income, products and profits there­

from, and out of the same and any moneys received from any 

receiver of any part thereof pay, and/or set up proper reserves 

for the payment of, all proper costs and expenses of so taking, 

holding and managing the same, including reasonable compensation 

to the Trustee, its agents and counsel, and any charges of 

the Trustee hereunder, and any taxes and assessments and other 

charges prior to the lien of this Indenture which the Trustee 

may deem it wise to pay, and all expenses of such repairs 

and improvements, and apply the remainder of the moneys so 

received in accordance with the provisions of Section 1008 

hereof. Whenever all that is due upon the Bonds shall have 

been paid and all defaults made good, the Trustee shall surrender 

possession to the County; the same right of entry, however, 

to exist upon any subsequent event of default.
While in possession of such porperty the Trustee shall 

render annually to the County and the Lessee and also to the 

Bondholders, at their addresses set forth in the list required 

by Section 408 hereof and to the holders of all Bonds then
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registered as to principal (except to bearer) at their addresses 

shown by the registration books, a summarized statement of 

income and expenditures in connection therewith.

Upon the occurrence of an event of default the lien 

on the Project created and vested by this Indenture may be 

foreclosed either by sale at public outcry or by proceedings 

in equity and the Trustee or the holder or holders of any 

of the Bonds then outstanding, whether or not then in default 

of payment of principal or interest, may become the purchaser 

at any foreclosure sale if the highest bidder.

Upon the occurrence of an event of default, Trustee 

shall have the power to proceed with any right or remedy granted 

by the Constitution and laws of the State of South Carolina, 

as it may deem best, including any suit, action or special 

proceeding in equity or at law for the specific performance 

of any covenant or agreement contained herein or for the enforce 

ment of any proper legal or equitable remedy as the Trustee 

shall deem most efivctual to protect the rights aforesaid, 

insofar as such muy be authorized by law, and the right to 

appointment, as a matter of right and without regard to the 

sufficiency of the security afforded by the Mortgaged Property, 

of a receiver for all or any part of the Mortgaged Property 

and the earnings, rents and income thereof; the rights here 

specified are to be cumulative to all other available rights, 

remedies or powers and shall not exclude any such rights, 

remedies or powers.

SECTION 1004. Rights of Bondholders. If an event 

of default shall have occurred, and if requested so to do 

by the holders of not less than twenty-five per cent in the 

aggregate principal amount of Bonds then outstanding and if 

indemnified as provided in Section 1101(1) hereof, the Trustee
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shall be obliged to exercise such one or more of the rights 

and powers conferred by this Article X as the Trustee, being 

advised by counsel, shall deem most expedient in the interest 

of the Bondholders.
No remedy by the terms of this Indenture conferred 

upon or reserved to the Trustee (or to the Bondholders) is 

intended to be exclusive of any other remedy, but each and 

every such remedy shall be cumulative and shall be in addition 

to any other remedy given to the Trustee or to the Bondholders 

hereunder or now or hereafter existing at law or in equity 

or by statute.
No delay or omission to exercise any right or power 

accruing upon any default or event of default shall impair 

any such right or power or sha11 be construed to be a waiver 

of any such default or event of default or acquiescence therein, 

and every such right and power may be exercised from time 

to time and as often as may be deemed expedient.

No waiver of any default or event of default hereunder, 

whether by the Trustee or by the Bondholders shall extend 

to or shall affect any subsequent default or event of default 

shall impair any rights or remedies consequent thereon.
SECTION 1005. Eights of Bondholders to Direct Proceeding 

Anything in this Indenture to the contrary notwithstanding, 

the holders of a majority in aggregate principal amount of 

Bonds then outstanding (determined in accordance with the 

provisions of Section 1401 hereof) shall have the right, at 
any time, by an instrument or instruments in writing executed 

and delivered to the Trustee, to direct the time, method and 

place of conducting all proceedings to be taken in connection
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with the enforcement of the terms and conditions of this 

Indenture, or for the appointment of a receiver or any other 

proceedings hereunder; provided, that such direction shall not 

be otherwise than in accordance with the provisions of law

and of this Indenture.
SECTION 1006. Appointment of Receivers. Upon the 

occurrence of an event of default, and upon the filing of 

a suit or other commencement of judicial proceedings to enforce 

the rights of the Trustee and of the Bondholders or the bearers 

of the coupons under this Indenture, the Trustee shall be 

entitled, as a matter of right, to the appointment of a receiver 

or receivers of the Mortgaged Property and of the rents, revenues 

issues, earnings, income, products and profits thereof, pending 

such proceedings, with such powers as the court making such 

appointment shall confer.
SECTION 1 0 07. Forccior .ire of Indenture. Upon the 

occurrence of an event of default, tc the extent that such 

right may then lawfully be waived, neither the County, nor 

anyone claiming through or under it, shall set up, claim, 

or seek to take advantage of any appraisement, valuation, 

stay, extension or redemption laws now or hereinafter in force, 

in order to prevent or hinder the enforcement of the Indenture 

<r the foreclosure of the Indenture, and the County, for itself 

and all who may claim through or under it, hereby waives, 

to the extent that it lawfully may do so, the benefit of all 

such laws and all right of appraisement and redemption to 

which it may be entitled under the laws of South Carolina.

SECTION 1008. Application of Moneys. All moneys received 

by the Trustee pursuant to any right given or action taken 

under the provisions of this Article shall, after payment
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of tho cost and expenses of the proceedings resulting in the 

collection of such moneys and of the expenses, liabilities 

and advances incurred or made by the Trustee, be deposited 

in the Bond Fund and all moneys in the Bond Fund shall be 

applied as follows:

(a) Unless the principal of all the Bonds shall 

have become or shall have been declared due and payable, 

all such moneys shall be applied:

First--To the payment to the persons

entitled thereto of all installments of interest

then due on the Bonds, in the order of the maturity 

of the installments of such interest and, if the 

amount available shall not be sufficient to pay in 

full any particular installment, then to the payment 

ratably, according to the amounts due on such install 

ment, to the persons entitled thereto, without any 

discrimination or privilege; and

Second--To the payment to the persons 

entitled thereto of the unpaid principal of and 

premium, if any, on any of the Bonds which shall have 

become due (other than Bonds called for redemption 

for the payment of which moneys are held pursuant to 

the provisions of this Indenture), in the order of 

their due dates, and, if the amount available shall 

not be sufficient to pay in full principal of and 

premium if any, on the Bonds due on any particular 

date, then to the payment ratably, according to the 

amount of the principal and premium, if any, due
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on such date, to the persons entitled thereto 

without any discrimination or privilege; and

Third--To the payment to the persons 

entitled thereto of interest at the penalty rate 

on all past due installments of principal 

and interest from their respective due dates and, 

if the amount available shall not be sufficient to 

pay in full the whole amount of interest so due, 

then to the payment ratably, according to the amount 

of interest then due, to the persons entitled thereto 

without any discrimination or privilege and without 

any distinction between interest on past due 

interest and interest on past due principal.

(b) If the principal of all the Bonds shall have 

become due or shall have been declared due and payable, 

all such moneys shall be applied to the payment of the 

principal, premium, if any, and interest then due and 

unpaid upon the Bonds, without preference or priority of 

principal over interest or of interest over principal,

or of any installment of interest over any other install­

ment of interest, or of any Bond over any other Bond, 

ratably, according to the amounts due respectively for 

principal, premium, if any, and interest to the persons 

entitled thereto without discrimination or privilege.

(c) If the principal of all tie Bonds shall have 

been declared due and payable, and if such declaration 

shall thereafter have been rescinded and annulled under 

the provisions of this Article then, subject to the 

provisions of paragraph (b) of this Section in the event 

that the principal of all the Bonds shall later become
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due or be declared due and payable, the moneys shall 

be applied in accordance with the provisions of 

paragraph (a) of this Section.
Whenever moneys are to be applied pursuant to the provi­

sions of this Section, such moneys shall be applied at such 

times, and from time to time as the Trustee shall determine, 

having due regard to the amount of such moneys available for 

application and the likelihood of such moneys becoming available 

for such application in the future. Whenever the irustee shall 

apply such funds, it shall fix the date (which shall be an 

interest payment date unless it shall deem another date more 

suitable) upon which such application is to be made and upon 

such date interest on the amounts so to be paid on such dates 

shall cease to accrue. The Trustee shall give such notice 

as it may deem appropriate of the deposit with it of any 

such moneys and of the fixing of any such date, and shall 

not be required to make payment to the bearer of any unpaid 

coupon or the holder of any Bond until such coupon or such 

Bond and all unmatured coupons, if any, appertaining to 

such Bond shall be presented to the Trustee for appropriate 

endorsement or for cancellation if fully paid.

Whenever all principal of, premium, if any, and interest 

on all Bonds have been paid under the provisions of this Section 

1008 and all expenses and charges of the Truste- shall have 

been paid, any balance remaining in the Bond Fund shall be 

paid to the Lessee as provided in Section 510 hereof.

SECTION 1009. Remedies Vested in Trustee. All rights 

of action (including the right to file proof of claims) under 

this In enture or under any of the Bonds or coupons may be 

enforced by the Trustee without the possession of any of the 

Bonds or coupons or the production thereof in any trial or
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other proceedings relating thereto and any such suit or proceed 

ing instituted by the Trustee shall be brought in its name 

as Trustee without the necessity of joining as plaintiffs 

or defendants any holders of the Bonds or bearers of coupons, 

and any recovery of judgment shall be for the equal benefit 

of the holders of the outstanding Bonds and the bearers of 

the outstanding coupons.

SECTION 1010. Rights and Remedies of Bondholders.

No holder or bearer of any Bond or coupon, as the case may 

be, shall have any right to institute any suit, action or 

proceeding in equity or at law for the enforcement of this 

Indenture or for the execution of any trust hereunder or for 

the appointment of a receiver or any other remedy hereunder, 

unless also a default has occurred of which the Trustee has 

been notified as provided in subsection (g) of Section 1101, 

or of which by said subsection it is deemed to have notice, 

nor unless also such default shall have become an event of 

default and the holders of at least twenty-five per cent in 

aggregate principal amount of Bonds then outstanding shall 

have made written request to the Trustee and shall have offered 

reasonable opportunity either to proceed to exercise the powers 

hereinbefore granted or to institute such action, suit or 

proceeding in its own name, nor unless also they have offered 

to the Trustee indemnity as provided .in Section 1101(1) nor 

unless the Trustee shall thereafter fail or refuse to exercise 

the powers hereinbefore granted, or to institute such action, 

suit or proceeding in its, his or their own name or names; 

and such notification, request and offer of indemnity are 

hereby declared in every case at the option of the Trustee 

to be conditions precedent to the execution of the powers

y 9 797



and trusts of this Indenture, and to any action or cause of 

action for the enforcement of this Indenture, or for the appoint 

ment of a receiver or for any other remedy hereunder; it being 

understood and intended that no one or more holders or bearers 

of the Bonds or coupons shall have any right in any manner 

whatsoever to affect, disturb or prejudice the lien of this 

Indenture by its, his or their action or to enforce any right 

hereunder except in the manner herein provided, and that all 

proceedings at law or in equity shall be instituted, had and 

maintained in the manner herein provided and for the equal 

benefit of the holders of all Bonds and the bearers of all 

coupons then outstanding. Nothing in this Indenture contained 

shall, however, affect or impair the right of any Bondholder 

to enforce the payment of the principal of, premium, if any, 

and interest of any Bond at and after the maturity thereof, 

or the obligation of the County to pay the principal of, premium 

if any, and interest on each of the Bonds issued hereunder 

to the respective holders thereof and to the bearers of the 

coup>ons at the time, place, from the source and in the manner 

in said Bonds and the coupons expressed.

SECTION 3011. Termination of Proceedings. In case 

the Trustee shall have proceeded to enforce any right under 

this Indenture by the appointment of a receiver, by entry 

or otherwise, and such proceedings shall have been discontinued 

or abandoned for any reason, or shall have been determined 

adversely, then and in every such case the County and the 

Trustee shall be restored to their former positions and rights 

hereunder with respect to the Mortgaged Property herein con­

veyed, and all rights and remedies and powers of the Trustee 

shall continue as if no such proceedings had been taken.

y 10 ....



SECTION 1012. Waivers of Events of Default. The Trustee

shall waive any event of default hereunder and its consequences 

and rescind any declaration of maturity of principal of and 

interest on the Bonds upon the written request of the holders 

of a majority in aggregate principal amount of all Bonds then 

outstanding; provided, however, that there shall not be waived 

any default in the payment of
(i) the principal of any outstanding Bond (and 

premium, if any) whether at the stated maturity 

thereof, or upon proceedings for redemption thereof;

or
(ii) any interest when due on any Bond,

unless prior to such waiver or rescission, all arrears 

of payments of principal then due (whether at the stated 

maturity therec or upon proceedings for redemption) and 

premium, if any, and interest on all such arrears at the 

Penalty Pate on such airears, and all expenses of the 
Trustee in connection with such default shall have 

been paid or provided for, and in case of any such 

waiver or rescission, or in case any proceeding

taken by the Trustee on account of any such default 

shall have been discontinued or abandoned or determined 

adversely, then and in every such case the County,

Trustee and Bondholders and bearers of coupons shall 

be restored to their former positions and rights hereunder 

respectively, but no such waiver or rescission shall 

extend to any subsequent or other default, or impair 

any right consequent thereon;
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SECTION 1033. Notice of Defaults; Opportunity of the 

County an<3 Lessee to Cure Defaults. No default under Section 

1001(c) hereof shall constitute an event of default until 

actual notice of such default by registered or certified mail 

shall be given by the Trustee or by the holders of not less 

than twenty-five per cent of the aggregate principal amount of 

Bonds then outstanding to the Lessee and the County, and the 

County and the Lessee shall have had thirty days after receipt 

of such notice to correct said default or cause said default to 

be corrected, and shall not have corrected said default or caused 

said default to be corrected within the applicable period; 

provided, however, if said default be such that it cannot 

be corrected within the applicable period, it shall not constitute 

an event of default if corrective action is instituted by 

the Lessee or the County as the case may be, within the applicable? 

period and diligently pursued until the default is corrected.

With regard to any alleged default concerning which 

notice is given to the Lessee under the provisions of this 

Section 1013, the County hereby grants the Lessee full authority 

for account of the County to perform any covenant or obligation 

alleged in said notice to constitute a default, in the name 

and stead of the County with full power to do any and all 

things and acts to the same extent that the County could do 

and perform any such things and acts and with power of substitu­

tion .

In the event that the Trustee fails to receive any 

payment required by Section 5.3 of the Lease Agreement on 

the occasion prescribed therein, the Trustee shall forthwith 

give notice by telegram, or if telegraphic service is not 

available then by mail to the Lessee specifying such failure.

SECTION 1014 . P o w e rs  of T r u s t e e  u p o n  E v e n t o f  D e f a u l t  

u j . h r  J c ie  A g re e m e n t o r  in  Paym ent o f  Bon d s .  I f  a n y  p a y m en t 

r e q u i r e d  to  be p a id  u n d e r  S e c t i o n  5 .3  o f  t h e  L e a s e  A g re e m e n te 8(H)fc. —



is not paid on the occasion therein prescribed, or in case 

of an event of default, as defined in Section 1001 hereof 

in the payment of principal of, premium, if any, or interest 

on any Bond:; shall occur and be continuing, the Trustee, in 

its own name and as trustee of an express trust, shall be 

entitled and empowered to institute any action or proceedings 

at law or in equity for the collection of all sums due and 

unpaid under the Lease Agreement or the Bonds, ano may prosecute 

any such action or proceedings to judgment or final decree, 

and may enforce any such judgment or final decree against 

any obligor thereon, and collect in the manner provided by 

law out of the property of any obligor thereon wherever situated 

the moneys adjudged or decreed to be payable.

In case there shall be pending proceedings for the 

bankruptcy or for the reorganization of any obligor under 

the Lease Agreement under the National Bankruptcy Act or any 

other applicable law, or in case a receiver or trustee shall 

have been appointed for the property of any such obligor, 

or in case any other judicial proceedings relative to any 

oblige- under the Lease /Agreement., or to the creditors or 

property of any such obligor, the Trustee, irrespective of 

v.’hether the principal of the Bonds shall then be due and payable 

as therein expressed or by declaration or otherwise and irrespec 

tive of whether the Trustee shall have made any demand pursuant 

to the power vested in it by the Indenture, shall be entitled 

and empowered, by intervention in such proceedings or otherwise, 

to file and prove a claim or claims for the whole amount owing 

and unpaid, and to file such other papers or documents as 

may be necessary or advisable in order to have the claims 

of the Trustee (including any claim for reasonable compensation
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to the Trustee, its agents, attorneys and counsel, and for 

reimbursement of all expenses and liabilities incurred, and 

all advances made, by the Trustee except, as a result of its 

negligence or bad faith) and of the Bondholders allowed in 

any such judicial proceedings relative to the Lessee or any 

other obligor under the Least Agreement or to the creditors 

or property of the Lessee, or any’ such other obligor, as the 

case may be, and to collect and receive any moneys or other 

property payable or deliverable on any such claims, and to 

distribute all amounts received with respect to the claims 

of the Bondholders and of the Trustee on their behalf; and 

any receiver, assignee or trustee in bankruptcy or reorganization 

is hereby authorized by each of the Bondholders to make payments 

to the Trustee and, in the event that the Trustee shall consent 

to the making of payments directly to the Bondholders, to 

pay to the Trustee such amount as shall be sufficient to cover 

reasonable compensation to the Trustee, its agents, attorneys 

and counsel, and all other expenses and liabilities incurred, 

and all advances made, by the Trustee except as a result of 

its negligent or bad faith.
In case of a default hereunder the Trustee may in its 

discretion proceed to protect and enforce the rights vested 

in it by this Indenture by such appropriate judicial 

proceedings as the Trustee shall deem most effectual to 

protect and enforce any of such rights, either at law or 

in equity or in bankruptcy or otherwise, whether for the 

specific enforcement of any covenant or agreement contained 

in this Indenture or enforceable by the Trustee by reason of 

this Indenture, or in aid of the exercise of any power or 

right granted by this Indenture, or to enforce any other legal 

or equitable right vested in the Trustee by this Indenture 

or by law.
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ARTICLE XI

THE TRUSTEE

SECTION 1101. Acceptance of the Trusts. The Trustee 

hereby accepts the trusts imposed upon it by this Indenture, 

and agrees to perform said trusts, but only upon and subject 

to the following express terms and conditions:

(a) The Trustee may execute any of the trusts or 

powers hereof and perform any of its duties by or through 

attorneys, agents, receivers or employees, and shall be 

entitled to advice of counsel concerning all matters of 

trusts hereof and the duties hereunder, and may in all 

cases pay such reasonable compensation to all such 

attorneys, agents, receivers and employees as may be 

reasonably employed in connection with the trusts 

hereof. The Trustee may act upon the opinion or advice 

of any attorney (who may be the attorney or attorneys for 

the County or the Lessee). The Trustee shall not be 

responsible for any loss or damage resulting from any 

action or non-action in good faith in reliance upon

such opinion or advice.
(b) The Trustee shall not be responsible for any 

recital herein, or in the Bonds (except in respect to the 

authentication certificate of the Trustee endorsed on the 

Bonds), or for insuring the property conveyed hereby, or 

for collecting any insurance moneys, or for the validity 

of the execution by the County of this Indenture or of an} 

supplements hereto or instruments of further assurance,

or for the sufficiency of the security for the Bonds 

issued hereunder or intended to be secured hereby, or for 

the value or title of the property conveyed hereby or
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otherwise as to the maintenance of the security hereof; 

except that in the event the Trustee enters into 

possession of a part or all of the property conveyed 

hereby pursuant to any provision of this Indenture it 

shall use due diligence in preserving such property; 

and the Trustee shall not be hound to ascertain or 

inquire as to the performance or observance of any 

covenants, conditions or agreements on the part of the 

County or on the part of the Lessee under the Lease 

Agreement, except as herein expressly set forth; but the 

Trustee may require of th< County or the Lessee full 

information and advice as to the performance of the 

covenants, conditions and agreements aforesaid and as 

to the condition of the property conveyed hereby.

Except as otherwise provided in Section 1003 hereof, the 

Trustee shall have no obi'gation to perform any of the 

duties or obligations of the County, as lessor, under 

the Lease Agreement.

(c) The Trustee shall not be accountable for the 

use of the procet Is from the sale of the Bonds disbursed 

in accordance with the provisions of Section 4.2 and 

4.3 of the Lease Agreement. The Trustee may become the 

owner of Bonds and coupons secured hereby with the same 

rights which it would have if not Trustee.

(d) The Trustee shall be protected in acting upon 

any notice, request, consent, certificate, order, 

affidavit, letter, telegram, or other paper or document 

believed to be genuine and correct and to have been 

signed or sent by the proper person or persons. Any 

action taken by the Trustee pursuant to this Indenture 

upon the request or authority or consent of any person
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who at the time of making such request or giving such 

authority or consent is the owner of any Bond, shall be 

conclusive and binding upon all future owners of the same 

Bond and of Bonds issued in exchange therefor or in place 

thereof, regardless of whether or not any notation of 

making such request or giving such authority or consent 

is made on any such Bond.

(e) As to the existence or non-existence of any fact 

or as to the sufficiency or validity of any instrument, 

paper or proceeding, the Trustee shall be entitled to 

rely upon a certificate signed on behalf of the County 

Board by its Chairman and attested by its Secretary as 

sufficient evidence of the facts therein contained and 

prior to the occurrence of a default of which the 

Trustee has been notified as provided in subsection (g)

of this Section, or of which by said subsection it is 

deemed to have notice, shall also be at liberty to accept 

a similar certificate to the effect that any particular 

dealing, transaction or action is necessary or expedient, 

but may at its discretion secure such further evidence 

deemed necessary or advisable, but shall in no case be 

bound to secure the same. The Trustee may accept a 

certificate of the Secretary of the County Board under 

its seal to the effect that a resolution in the form 

therein set forth has been adopted by the County Board 

as conclusive evidence that such resolution has been 

duly adopted, and is in full force and effect.

(f) The permissive right of the Trustee to do 

things enumerated in this Indenture shall not be 

construed as a duty and the Trustee shall not be 

answerable for other than its negligence or willful

default.
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(g) The Trustee shall not be required to take notice

or be deemed to have notice of any default hereunder except

(i) failure by the County to cause to be 
made any of the payments to the Trustee required 
to be made by Article V hereof; and

(ii) failure by the Lessee to make any of 
the payments to the Trustee required to be made 
by Section 5.3 of the Lease Agreement.

unless the Trustee shall be specifically notified in 

writing of such default by the County or by the holders of 

at least twenty-five per cent in aggregate principal amount 

of all Bonds then outstanding and all notices or other 

instruments required by this Indenture to be delivered to 

the Trustee, must, in order to be effective, be delivered 

at the principal office of the Trustee, and in the absence 

of such notice so delivered, the Trustee may conclusively 

assume there is no default except as aforesaid.

(h) The Trustee shall not be liable for any debts con 

tracted or for damages to persons or to personal property 

injured or damage i, or for salaries or nonfulfillment of 

contracts during any period in which it may be in the 

possession of or managing the Mortgaged Property as in 

this Indenture provided.
(i) At any and all reasonable times, the Trustee, 

and its duly authorized agents, attorneys, experts, 

engineers, accountants and representatives, shall have 

the right fully to inspect any and all of the Project, 

including all books, papers and records of the County 

pertaining to the Project and the Bonds, and to take 

such memoranda from and in regard thereto as may be 

desired; subject to the limitations imposed upon such
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rights of inspection pursuant to Section 8.2 of the Lease 

Agreement.

(j) The Trustee shall not be required to give any 

bond or surety in respect to the execution of the said 

trusts and powers or otherwise in respect to the premises

(k) Notwithstanding anything elsewhere in this 

Indenture contained, the Trustee shall have the right, 

but shall not be required, to demand, in respect to the 

authentication of any Bonds, the withdrawal of any cash, 

the release of any property, or any action whatsoever 

within the purview of this Indenture, any showings, 

certificates, opinions, appraisals, or other information, 

or corporate action or evidence thereof, in addition to 

that by the terms hereof required as a condition of such 

action by the Trustee deemed desirable for the purpose 

of establishing the right of the County to the authenti­

cation of any Bonds, the withdrawal of any cash, the 

release of any property or the taking of any other 

action by the Trustee.

(l) Before taking any action hereunder the Trustee 

may require that a satisfactory indemnity bond be 

furnished for the reimbursement of all expenses to which 

it may be put; and to protect it against all liability, 

except liability which is adjudicated to have resulted 

from its negligence or willful default by reason of

any action so taken.
(m) All moneys received by the Trustee or paying 

agent shall, until used or applied or invested as herein 

provided, be held in trust for the purposes for which 

they were received but need not be segregated from other
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fund?; except to the extent required by law or by this

Indenture. Neither the Trustee nor paying agent shall 

be under any liability for interest on any moneys received 

hereunder except such as may be agreed upon.

SECTION 1102. Fees, Charges and Expenses of Trustee.

The Trustee shall be entitled to payment and/or reimbursement 

for reasonable fees for its’Ordinary Services rendered hereunder, 

and all advances, counsel fees and other Ordinary Expenses 

reasonably and necessarily made or incurred by the Trustee 

in connection with such Ordinary Services and, in the event 

that it should become necessary that the Trustee perform Extraorc 

nary Services, it shall be entitled to reasonable extra compensa­

tion therefor, and to reimbursement for reasonable and necessary 

Extraordinary Expenses in connection therewith; provided, 

that if such Extraordinary Services or Extraordinary Expenses 

are occasioned by the neglect or misconduct of the Trustee, 

it shed 1 not be entitled to compensation or reimbursement 

therefor. The Trustee shall be entitled to payment and reimburse 

ment for the reasonable fees and charge of the Trustee as Bond 

Registrar and paying agent for the Bonds and coupons as herein­

above provided. The Trustee shall have a lien with right of 

payment, prior to payment on account of interest or principal 

of any Bond upon the Project for the foregoing advances, fees, 

costs and expenses incurred.

SECTION 1103. Notice to Bondholders If Default Occurs.

If a default occurs of which the Trustee is by subsection 

(g) of Section 1101 hereof required to take notice or if notice 

of default be given as in said subsection (g) provided, then 

the Trustee shall give such notice to the Lessee and the County 

as is specified in Section 1013 hereof, and such notice to 

the Lessee as is specified in Section 10.1 of the Lease Agreemen:

in order to have such default mature as an event of default 

upon the passage of the period of time, if any, therein specified
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and shall give written notice thereof by mail to the last 

known holders or owners of all Bonds then outstanding shown 

by the list of Bondholders required by the terms of Section 

408 hereof to be kept at the office of the Trustee and by 

the registration books maintained by the Trustee pursuant 

to Section 208 hereof.
SECTION 1104. Intervention by Trustee. In any judicial 

proceeding to which the County is a party and which, in the 

opinion of the Trustee and its counsel, has a substantial bearing 

on the interests of owners of the Bonds, the Trustee may intervene 

on behalf of Bondholders and shall do so if requested in writing 

by the owners of at least twenty-five per cent in aggregate 

principal amount of all Bonds then outstanding, and if 

indemnified as provided in Section 1101(1) hereof. The rights 

and obligations of the Trustee under this Section are subject 

to the approval of a court of competent jurisdiction.

SECTION 110S. Successor Trustee. Any corporation 

or association into which the Trustee may be converted or merged, 

or with which it may be consolidated, or to which it may sell 

or transfer its trust business and assets as a whole or substan­

tially as a whole, or any corporation or association resulting 

from any such conversion, sale, merger, consolidation or transfer 

to which it is a party, ipso facto, shall be and become successor 

Trustee hereunder and vested with all of the title to the

whole property or trust estate and all the trusts, powers, 

discretions, immunities, privileges and all other matters 

as was its predecessor, without the execution or filing of 

any instruments or any further act, deed or conveyance on 

the part of any of the parties hereto, anything herein to 

the contrary notwithstanding.

SECTION 1106. Resignation by the Trustee. The Trustee 

and any successor Trustee may at any time resign from the 

trusts hereby created by giving thirty days' written notice
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to t.1 ’ County, to the Lessee and by registered or certified 

mail to each registered owner of Bonds then outstanding and 

to each holder of Bonds as shown by the list of Bondholders 

required by Section 408 hereof to be kept at the office of 

the Trustee, and such resignation shall take effect at the 
end of such thirty days, or’ upon the earlier appointment of 

a successor Trustee by the Bondholders or by the County.

Such notice to the County and to the Lessee may be served 

personally or sent by registered mail.

SECTION 1107. Removal of the Trustee. The Trustee 

may be removed at any time, by an instrument or concurrent 

instruments in writing delivered to the Trustee and to the 

County, and signed by the owners of a majority in aggregate 

principal amount of all Bonds then outstanding.

SECTION_ 1108. Appointment of Successor Trustee by the 

Bondholders? Temporary Trustee. In case the Trustee hereunder 
shall resign or be removed, or be dissolved, or shall be in the 

course of dissolution or liquidation, or otherwise become 

incapable of acting hereunder, or in case it shall be taken 

under the control of any public officer or officers, or of 

a recover appointed by a court, a successor may be appointed 

by the owners of a majority in aggregate principal amount 

of Bonds then outstanding, by an instrument or concurrent 

instruments in writing signed by such owners, or by their 

attorneys in fact, duly authorized; provided, nevertheless, 

that in case of vacancy the County by an instrument executed 

arid signed by the Chairman of the County Board and attested 

by the Secretary of the County Board under its seal, may appoint 

a temporary Trustee to fill such vacancy until a successor 

Trustee shall be appointed by such Bondholders in the manner
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above provided; and any such temporary Trustee so appointed 

by the County shall immediately and without further act be 

superseded by the Trustee so appointed by such Bondholders. 

Every such Trustee appointed pursuant to the provisions of 

this Section shall be a trust company or bank organized under 

the laws of the United States of America or any state thereof 

and which is in good standing, within or outside the State 

of South Carolina, having a reported capital and surplus of 

not less than $20,000,000 if there be such an institution 

willing, qualified and able to accept the trust upon reasonable 

or customary terms.

SECTION 1109. Concerning Any Successor Trustee. Every 

successor Trustee appointed hereunder shall execute, acknowledg 

and deliver to its predecessor and also to the County an instru 

ment in writing accepting such appointment hereunder, and 

thereupon such successor, without any further act, deed or 

conveyance, si all become fully vested with all the estates, 

properties, rights, powers, trusts, duties and obligations 

of its predecessor; but such predecessor shall, nevertheless, 

on the written request of the County, or of its successor, 

and upon payment of all amounts due such predecessor pursuant 

to Section 1102 hereof, execute and deliver an instrument 

transfering to such successor Trustee all the estates, properti 

rights, powers and trusts of such predecessor hereunder; and 

every predecessor Trustee shall deliver all securities and 

moneys held by it as Trustee hereunder to its successor.

Should any instrument in writing from the County be required 

by any successor Trustee for more fully and certainly vesting 

in such successor the estate, rights, powers and duties hereby 

vested or intended to be vested in the predecessor any and
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all such instruments in writing, shall, on request, be executed, 

acknowledged and delivered by the County. The resignation 

of any Trustee and the instrument or instruments removing 

any Trustee and appointing a successor hereunder, together 

with all other instruments provided for in this Article shall 

be filed and/or recorded by the successor Trustee in each 

recording office where the Indenture shall have been filed 

and/or recorded.

SECTION 1110. Right of Trustee to Pay Taxes and Other 

Charges. In case any tax, assessment or governmental or other 

charge upon any part of the property herein conveyed is not 

paid as required herein, the Trustee may pay such tax, assessment 

or governmental or other charge, without prejudice, however, 

to any rights of the Trustee or the Bondholders hereunder 

arising in consequence of such failure; and any amount at 

any time so paid under this Section, with interest thereon 

from the date of payment at the Penalty Rate, shall become so 

much additional indebtedness secured by this Indenture, 

and the same shall be given a preference in payment over 

any of the Bonds, and shall be paid out of the revenues 

herein pledged t< the payment of the Bonds if not other­

wise caused to be paid; but the Trustee shall be under 

no obligation to make any such payment unless it shall 

have been requested to do so by the holders of at least twenty- 

five per cent in the aggregate principal amount of all Bonds 

then outstanding and shall have been provided with adequate 

funds for the purpose of such payment.

SECTION 1111 . Trustee Protected in Relying Upon 

Resolutions, etc. The resolutions, opinions, certif .cates 

and other instruments provided for in this Indenture may be 

accepted by the Trustee as conclusive evidence of the facts
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and conclusions stated therein and shall be full warrant, 

protection and authority to the Trustee for the release of 

property and the withdrawal of cash hereunder.

SECTION 1112. Successor Trustee as Trustee of Bond Fund

and C onstruction Fund, Paying Agent and Bond Registrar. I n 

the event of a change in the office of Trustee the predecessor 

Trustee which has resigned or has been renoved shall cease 

to be trustee of the Bond Fund and the Construction Fund, 

and paying agent for principal of and interest and premium, 

if any, on the Bonds and Bond Registrar and the successor 

Trustee shall become such Trustee, paying agent and Bond Registr 

SECTION 1113. Trust Estate Nay Be Vested in Separate 

or Co-Trustee. It is the intent of this Indenture that there 

shall be no violation of any law of any jurisdiction (including 

particularly the law of South Carolina) denying or restricting 

the right of banking corporations or associations to transact 

business as Trustee in such jurisdiction. It is recognized 

that in case of litigation under this Indenture or the Lease 

Agreement, and in particular in case of the enforcement of 

either on default, or in case the Trustee deems that by reason 

of any present or future law of any jurisdiction it may not 

exercise any of the powers, rights or remedies herein granted 

to the Trustee or hold title to the Mortgaged Property, in trust 

as herein granted, or take any other action which may be desir­

able or necessary in connection therewith, it may be necessary 

that the Trustee appoint an additional individual or institution 

as a separate or co-trustee. The following provisions of 

this Section 1113 are provided for this purpose.

In the event that the Trustee appoints an additional 

individual or institution as a separate or co-trustee (and

r .
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the Trustee is hereby expressly granted such power), each 

and every remedy, power, right, claim, demand, cause of 

action, immunity, estate, title interest and lien expressed or 

intended by this Indenture to be exercised by or vested in or 

conveyed to the Trustee with respect thereto shall be exercisabl 

by and vest in such separate or co-trustee but only to the 

extent necessary to enable such separate or co-trustee to 

exercise such powers, rights and remedies, and every covenant 

and obligation necessary to the exercise thereof by such separat 

or co-trustee shall run to and be enforceable by either of them.

Should any deed, conveyance or instrument in writing 

from the County be required by the separate trustee or co­

trustee so appointed by the Trustee for more fully and certainly 

vesting in and confirming to him or it such properties, rights, 

powers, trusts, duties and obligations, any and all such deeds, 

conveyances, and instruments in writing shall, on request, 

be executed, acknowledged and delivered by the County. In 

case any separate trustee or co-trustee, or a successor to 

either, shall die, become incapable of acting, resign or be 

removed, all the estates, properties, rights, powers, trusts, 

duties and obligations of such separate trustee or co-trustee, 

so far as tormitted by law, shall vest in and be exercised 

by the Trustee until the appointment of a new trustee or 

successor to such separate trustee or co-trustee.
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ARTICLE XII

SUPPLEMENTAL INDENTURES

SECTION 1201. Supplemental Indentures Not Requiring 

Consent of Bondholders. The County and the Trustee may without 

the consent of, or notice to, any of the Bondholders, enter 

into an indenture or indentures supplemental to this Indenture 

as shall not be inconsistent with the terms and provisions 

hereof for any one or more of the following purposes:

(a) to cure any ambiguity or formal defect or 

omission in this Indenture;

(b) to grant to or confer upon the Trustee for 

the benefit of the Bondholders any additional rights, 

remedies, powers or authority that may lawfully be granted 

to or conferred upon the Bondholders or the Trustee or

either of them;

(c) to subject to the lien and pledge of this 

Indenture additional revenues, properties or collateral;

(d) to modify, amend or supplement this Indenture 

or any indenture supplemental hereto in such manner as 

to permit the qualification hereof and thereof under the 

Trust Indenture Act of 1939 or any similar Federal 

statute hereafter in effect or under any ; late Blue Sky

Law; and

The County and the Trustee shall without the consent 

of, or notice to, any of the Bondholders enter into an indenture 

or indentures supplemental to this Indenture (i) to the extent 

necessary with respect to any real or personal property forming 

a part of the Project and generally described in the Lease 

Agreement, so as to more precisely identify the same or to
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substitute or add additional land or interests in land, building 

machinery and equipment, (ii) with respect to any changes 

required to be made in the description of the Mortgaged Property 

in order to conform with similar changes made in the Lease 

Agreement as permitted by Section 1301.

SECTION 120 2 . Supplemental Indentures Requiring Consent 

of Bondholders. Exclusive of indentures supplemental hereto 

covered by Section 1201 hereof and subject to the terms and 

provisions contained in this Section, and not otherwise, the 

holders of not less than two-thirds in aggregate principal 

amount of the Bonds then outstanding shall have the right, 

from time to time, anything contained in this Indenture to 

the contrary notwithstanding, to consent to and approve the 

execution by the County and the Trustee of such other indenture 

or indentures supplemental hereto as shall be deemed necessary 

and desirable by the County for the purpose of modifying, 

altering, amending, adding to or rescinding, in any particular, 

any of t e terms or provisions contained in this Indenture 

or in any supplemental indenture; provided, however, that 

nothing in this Section contained shall permit, or be construed 

as permitting

•> ,

(a) an extension of the stated maturity or 
reduction of any premium payable on the redemption 
of, or a reduction in the rate of interest on any 
Bonds, or

(b) the creation of any lien (other than any 
Permitted Encumbrances as defined in the Lease 
Agreement), prior to or on a parity with the lien 
of this Indenture, or

(c) the issuance of Bonds hereunder in excess 
of the limitations imposed by the provisions of 
Article II, or

(d) a reduction in the principal amount of any 
Bonds required to be paid or redeemed by the provi­
sions of this Indenture, or any alteration of the 
order in which Bonds shall be redeemed pursuant to 
this Indenture, or

XII - 2
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(e ) a r e d u c t  io n  in  th e  a m o u n t,  o r  e x t e n s i o n  o f  
t h e  t i m e ,  o f  an y  p a y m en t r e q u i r e d  f o r  t h e  Bond F u n d , o r

(f) a reduction in the aforesaid aggregate prin­
cipal amount of Bonds the holders of which are required 
to consent to any such supplemental indenture, or

(g) any amendment of this Section 1202 or Section
1302 ,

without consent of the holders of all the Bonds at the time 

outstanding which would be affected by the action to be taken,

or
(h) the modification of the rights, duties or 

immunities of the Trustee,

without the written consent of the Trustee.
If at any time the County shall request the Trustee

to enter into any such supplemental indenture for any of the 

purposes of this Section, the Trustee shall, upon being satis 

factorily indemnified with respect to expenses, cause notice 

of the proposed execution of such supplemental indenture to 

be published as shall be requested by the County and in any 

event one time in a newspaper or financial journal of general 

circulation published in the City of New lor)', hew Yoi k , and 

shall also cause a similar notice? to be mailed, postage prepaid, 

to all registered Bondholders; provided, however, that no 

publication of such notice shall be required and notice by 

mail as aforesaid shall be deemed sufficient notice where 

all Bonds outstanding are registered. Such notice shall brief 1} 

set forth the nature of the proposed supplemental indenture 

and shall state that copies thereof are on file at the corporate 

trust office of the Trustee for inspection by all Bondholders. 

If, within sixty days or such longer period of such notice, 

the holders of not less than two-thirds in aggregate principal 

amount of the Bonds outstanding at the time of the execution 

of any such supplemental indenture shall have consented to
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and approved the execution thereof as herein provided, no 

holder of any Bond and no bearer of any coupon shall have 

any right to object to any of the terms and provisions contained 

therein, or the operation thereof, or in any manner to question 

the propriety of the execution thereof, or to enjoin or restrain 

the Trustee or the County from executing the same or from 

taking any action pursuant to the provisions thereof. Upon 

the execution of any such supplemental indenture as in this 

Section permitted and provided, this Indenture shall be and 

be deemed to be modified and amended in accordance therewith.

Anything herein to the contrary notwithstanding, a 

supplemental indenture under this Article XII which affects 

any rights of the Lessee shall not become effective unless 

and until the Lessee shall have consented to the execution 

and delivery of such supplemental indenture. In this regard, 

the Trustee shall cause notice of the proposed execution and 

delivery of any such supplemental indenture together with 

a copy of the proposed supplemental indenture to be mailed 

by certified or registered mail to the Lessee at least fifteen 

days prior to the proposed date of execution and'delivery 

of any supplemental indenture. The Lessee shall be deemed 

to have consented to the execution and delivery of any such 

supplemental indenture if the Trustee does not receive a letter 

of protest or objection thereto signed by or on behalf of 

the Lessee on or before 2:30 o'clock P. M., (Trustee's time) of 

the fifteenth day after mailing of said notice and a copy of the 

proposed supplemental indenture. The Trustee may rely upon 

an opinion of counsel as conclusive evidence that execution 

and delivery of a supplemental indenture has been effected 

in compliance with the provisions of this Article XII.
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ARTICLE XT IT

AMENDMENT OF LEASE AGREEMENT

SECTION 1301 . Amend] • nts, etc., to Lease Agrecnent Not 

Requiring Consent of Bondholders. The County and the Trustee 

may without the consent of or notice to the Bondholders consent 

to any amendment, change or modification of the Lease Agreement 

as may be required (i) by the provisions of the Lease Agreement 

and this Indenture, (ii) for the purpose of curing any ambiguity 

or formal defect or omission, (iii) in connection with any 

real or personal property forming a part of the Project and 

described in the Lease Agreement so as to identify more precisely 

the same or substitute or add additional land or interests 

in land, buildings, machinery and equipment, or (iv) in connection 

with any other change therein which, in the judgment of the 

Trustee, is not to the prejudice of the Trustee, or materially 

adverse to the holders of the Bonds.

SECT ON 1 302 . Aune ndments, etc., to Lease Agreement

Requiring Consent_of Rond/ olders. Except for the amendments,

changes or modifications as provided in Section 1301 hereof, 

and subject to the special I imitation contained in the sentence 

of this Section 1302 immediately following this sentence, the 

County and the Trustee may consent to other amendments, changes 

or modifications of the Lease Agreement after notice to and 

upon the written approval or consent of the holders of not 

less than two-thirds in aggregate principal amount of the Bonds 

at the time outstanding given and procured as in Section 1202 

hereof provided. Provided, alvzays, that nothing in this 

Section contained shall permit, or shall be construed as per­

mitting, any amendment, change or modification of

(i) the Lessee's unconditional obligation to 
make payments sufficient to pay the principal, interest 
and premium, if any, due at any time on the Bonds, or
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(ii) the provisions of Sections 5.3 or 5.6 of 
the Lease Agreement.

without the consent of the holders of all the Bonds at the time 

outstanding. If at any time the County and the Lessee shall 

request the consent of the Trustee to any such proposed amendmen 

change or modification of the Lease Agreement, the Trustee shall 

upon being satisfactorily indemnified with respect to expenses, 

cause notice of such proposed amendment, change or modification 

to be given in the same manner as provided by Section 1202 hereo 

with respect to supplemental indentures. Such notice shall 

briefly set forth the nature of such proposed amendment, change 

or modification and shall state that copies of the instrument 

embodying the same are on file at the corporate trust office 

of the Trustee for inspection by all Bondholders. If, within 

sixty days or such longer period as shall be prescribed by 

the County following the giving of such notice, the holders 

of not less than two-thirds in aggregate principal amount 

of the Bonds outstanding at the time of the execution of such 

proposed amendment shall have consented to and approved the 

execution thereof as herein provided, no holder of any Bond 

and no bearer of any coupon shall have any right to object 

to any of the terms and provisions contained therein, or the 

operation thereof, or in any manner to question the propriety 

of the execution thereof, or to enjoin or restrain the Trustee 

or the County from consenting to the execution thereof or 

from taking any action pursuant to the provisions thereof.

Upon the execution of any such amendment as in this Section 

permitted and provided, the Lease Agreement shall be and be 

deemed to be modified and amended in accordance therewith.
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ARTICLE XIV

MISCELLANEOUS

SECTION 1401. Consents, etc . , of Bondholders . Any 

consent, request, direction, approval, waive , objection or 

other instrument authorized or permitted by this Indenture to be 

signed and executed by the Bondholders may be in any number of 

concurrent writings of similar tenor and may be signed or 

executed by such Bondholders in person or by agent authorized in 

writing. Proof of the execution of any consent, request, 

direction, approval, objection or other instrument or of the 

writing appointing any such agent and of the ownership of bonds, 

if made in the following manner, shall be sufficient for any 

of the purposes of this Indenture, and shall be conclusive 

in favor of the Trustee with regard to any action taken under 

such request or other instrument, namely:

(a) The fact and date of the execution by any 

person of any such request, consent or other instrument 

or writing may be proved by the affidavit of a witness 

of such execution or by the certificate of any notary 

public or other officer of any jurisdiction, authorized 

by the laws thereof to take acknowledgments of deeds, 

certifying that the person signing such request, consent 

or other instrument acknowledged to him the execution 

thereof. Where such execution is by an officer of a 

corporation or association or a member of a partnership 

on behalf of such corporation, association or partner- 

ship such affidavit or certificate shall also constitute 

sufficient proof of his authority.
(b) The amount of Bonds, transferable by delivery 

held by any person executing any such request, consent 

or other instrument or writing as a Bondholder, and the
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distinguishing numbers of the Bonds held by such person, 

and the date of his holding the same may be proved by a 

certificate executed by any trust company, bank, banker, 

or other depositary (wherever situated) , showing that at 

the date therein mentioned such person had on deposit 

with such depositary, or exhibited to it, the Bonis 

therein described, or such facts may be proved by the 

certificate or affidavit of the person executing such 

request, consent or other instrument or writing as a 

Bondholder, if such certificate or affidavit shall be 

deemed by the Trustee to be satisfactory. The Trustee 

and the County may conclusively assume that such owner­

ship continues until written notice to the contrary is 

served upon the Trustee. The fact and the date of 

execution of any request, consent, or other instrument 

and the amount and distinguishing numbers of ’ends held 

by the person so executing such request, consent or other 

instrum nt may also be proved in any other manner which 

the Trustee may deem suffii ient. The Trustee may 

nevertheless, in its discretion, require further proof 

in cases where it may deem further proof desirable.

(c) The ownership of registered Bonds shall be 

proved by the register of such Bonds.

(d) Any request, consent or vote of the holder of 

any Bond shall bind every future holder of the same Bond 

and the holder of every Bond issued in exchange therefor 

or in lieu thereof, regardless of the lack of any 

notation thereon to such effect, in respect of anything 

done or suffered to be done by the Trustee or the County 

in pursuance of such request, consent or vnte.

(e) In determining whether the holders of the 

requisite aggregate principal amount of Bonds have
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concurred in any der.and, request, direction, consent or 

waiver under this Indenture, Bonds which are owned by 

the County, by the Lessee, or by any other obligor under 

the Lease Agreement or on the Bonds, or by any person 

directly or indirectly controlling or controlled by or 

under direct or indirect common control with the County, 

the Lessee, or any other obligor under the Lease Agreemei 

or on the Bonds, shall be disregarded and deemed not to 

be outstanding for the purpose of any such determination, 

provided that for the purpose of determining whether the 

Trustee shall be protected in relying on any such demand, 

request, direction, consent or waiver only Bonds which 

the Trustee knows to be so owned shall be disregarded. 

Bonds so owned which have been pledged in good faith 

may be regarded as outstanding for the purposes of this 

Section 1401 if the pledgee shall establish to the satis­

faction of the Trustee the pledgee's right to vote such 

Bonds and that the pledgee is not a person directly or 

indirectly controlling or controlled by or under common 

control with, the County, the Lessee or any other obligor 

under the Lease Agreement or on the Bonds. In case of 

a dispute as to such right, any decision by the Trustee 

taken upon the advice of counsel shall be full protectioi 

to the Trustee.

t

SECTION 1402. Limitation of Rights. With the exception 

)f rights herein expressly conferred, nothing expressed or 

nentioned in or to be implied from this Indenture or the Bonds 

is intended or shall be construed to give to any person or 

company other than the parties hereto, and the holders of 

die Bonds and the bearers of coupons appertaining thereto,
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any legal or equitable right, remedy or claim under or in 

respect to this Indenture or any covenants, conditions and 

provi: ions herein contained; this Indenture and all of the 

covenants, conditions and provisions hereof being intended 

to be and being for the sole and exclusive benefit of the 

parties hereto and the holders of the Bonds and coupons as 

herein provided.
SECTTQN 1403. Severability. If any provision of this 

Indenture shall be held or deemed to be or shall, in fact, 

be inoperative or unenforceable as applied in any particular 

case in any jurisdiction or jurisdictions or in all jurisdictior 

or in all cases because it conflicts with any other provision 

or provisions hereof or any Constitution or statute or rule 

of law or public policy, or for any other reason, such circum­

stances shall not have the effect of rendering the provision 

in question inoperative or unenforceable in any other case 

or circumstance, or of rendering any other provision or provi­

sions herein contained invalid, inoperative, or unenforceable 

to any extent whatever.

The invalidity of any one or more phrases, sentences, 

clauses or sections in this Indenture contained, shall not 

affect the remaining portions of this Indenture, or any part

thereof.
SECTION 14 04 . Trustee as Paying Agent and Registrar .

The Trustee is hereby designated and agrees to act as a paying 

agent and the Bond Registrar for and in respect to the Bonds.

SECTION 14 05. Payments Due on Saturdays, Sundays and 

Holidays. In any case where the date of maturity of interest 

on or principal of the Bonds or the date fixed for redemption 

of any Bonds shall be a Saturday, Sunday or shall be in the 

state in which the Trustee maintains its principal office a 

legal holiday or a day on which banking institutions are 

authorized by law to close, then payment of interest or
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principal (and premium, if any) need not be made on such

date in such city but may be made on the next succeeding business

day not a Saturday, Sunday or a legal holiday or a day upon

which banking institutions are authorized by law to close with

the same force and effect as if made on the date of mat.ui ity

02* the date fixed for redemption, and no interest shall accrue

for the period after such date.
SECTION 1406. Counterparts. This Indenture may be 

executed in several counterparts, each of which shall be an 

original and all of which shall constitute but one and the 

same instrument.
SECTION 1407. Laws Governing Indenture and Situs and

Administration of Trust. The effect and meaning of this Inden­

ture and the rights of all parties hereunder shall be governed 

by, and construed according to, the laws of the State of South 

Carolina, but it is the intention of the County that the situs 

of the trust created by this Indenture to be in the state 

in which is located the corporate trust officer of the Trustee 

from time to tine acting under thi. Indenture. The word "Trust*? 

as used in the preceding sentence shall not be deemed to include 

any additional individual or institution appointed as a separate 

or co-trustee pursuant to Section 1113 of this Indenture.

It is the further intention of the County that the Trustee 

administer said trust in the state in which is located, from

time to time, the situs of said trust.
SECTION 140 8 .  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

or other communications hereunder shall be sufficiently given 

and shall be deemed given when mailed by registered or certified 

mail, postage prepaid, or given when dispatched by telegram 

when telegraphic notice is permitted by express provisions 

of this Agreement, addressed as follows: if to the County,
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to tl t County Council of Charleston County, Charleston County 

Office building, 2 Courthouse Square, Charleston, South 

Carolina; if to the Lessee, at

, Attention: ; if to

the Trustee, at 913 South Calhoun Street, Fort Wayne,

Indiana, 46802, Attention: Corporate Trust Department. The 
County, the Lessee, and the Trustee may, by notice given to all 

parties to this Agreement and the Indenture, designate any 

further or different addresses to which subsequent notices,

certificates or other communications shall be sent.

IN WITNESS WHEREOF, CHARLESTON COUNTY has caused these 

presents to be signed in its name and behalf by the Chairman 

of the County Council of Charleston County, and its corporate 

seal to be hereunto affixed and attested by the Clerk of the 

County Council of Charleston County, and to evidence its accep­

tance of the trusts hereby created, PEOPLES TRUST DANK, has 

caused these presents to be signed in its name and behalf 

by one of its Trust Officers, its official seal to be here­

unto affixed, and the same to be attested by one of its 

Assistant Trust. Officers, all as of the day and year first

hereinabove written.

CHARLESTON COUNTY, SOUTH CAROLINA

By________________________ ________
(SEAL) Chairman, County Council of

Charleston County

Attest:

Cl erk, County Council of 
Charleston County

Tn the Presence of:
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PEOPLES TRUST BANK, 
as Trustee

BY -------------
Its _________________

(SEAL)

Attest:

Its ___________________  _______

Signed, Sealed and Delivered 
in the Presence of
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STATE o r  SOUTH CAROLINA 

COUNTY OP CHARLESTON

PERSONALLY a p p e a re d  b e f o r e  me _____________________________

who being duly sworn, says that (s)he saw the corporate seal 

of Charleston County, South Carolina, affixed to the foreqoinq

Trust Indenture, and that (s)he also saw ______________________

as Chairman of the County Council of Charleston County, and 

_______________________  as Clerk of the County Council of

C h a r l e s t o n  C o u n tv .  s i a n  a n d  a t t e s t  t h e  t-^at (s)he  w ith
_______________________  witnessed the execution and delivery

thereof as the act and deed of the said Charleston County,

South Carolina.

SWORN to before me 'his

_____ d ay  o f ___________ , A. D ., 197 4 .

__________ ____ _________ __________ _ ( L S )
NOTARY PUBLIC FOR SOUTH CAROLINA 

My Cemmission expires:______________ .
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STATE OP INDIANA.

COUNTY o r

PERSONALLY appeared before me _________________________
who being duly sworn, says that (s)he saw the corporate seal 

of Peoples Trust Bank, Fort Wayne,Indiana, as Trustee, affixed 
to the foregoing Trust Indenture, and that (s)he also saw

as Trust Officer, and _________________ ___ ’
as an Assistant Trust Officer of the said Peoples Trust Bank, 

as Trustee, sign and attest the same and that (s)he with 

witnessed the execution and delivery 

thereof as the act and deed of the said Peoples Trust B an k , 

as Trustee.

SWORN to before me this

day o f ____________i A . D . , 1974.

___________ (LS)
NOTARY PUBLIC I’OR INDIANA

My Commission expires _______ _
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EXHIBIT "A"

DESCRIPTION OP LEASED LAND

(Attached to Trust Indenture dated as of June 1, 3974, 
between Charleston County, South Carolina, and Peoples Trust 
Bank, as Trustee)
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EXHIBIT "B"

FORM OF BOND

(Attached to Trust 
between Charleston 
Bank, as Trustee)

Indenture dated as of June 1, 1974, 
County, South Carolina, and Peoples Trust
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UNITED STATES OF AMERICA

STATE Or SOUTH CAROLINA

CHARLESTON COUNTY

FIRST MORTGAGE INDUSTRIAL REVENUE BOND,

SERIES 1974

(WETTERAU, INC. - LESSEE)
. Number _________  $5,000.00

KNOW ALL MEN BY THESE PRESENTS that Charleston County, 

a body politic and corporate, and a political subdivision 

of the State of South Carolina (hereinafter called the 

"County"), for value received promises to pay, but only 

from the source and as hereinafter provided, to bearer, or, 

if this Bond be registered, to the registered holder hereof,

on June 1, 19__, the principal sum of Five Thousand Dollars

and in like manner to pay interest on said sum from the 

date hereof at the rate of seven per centum (7%) per annum 

on December 1, 1974, and semi nually thereafter on June 1 

; and December 1 of each year un il said principal sum is paid, 

except as the provisions hereinafter set forth with respect 

to redemption prior to maturity may become applicable hereto, 

principal of, premium, if any, and interest on this Bond 

being payable in lawful money of the United States of 

America, at the principal office of Peoples Trust Bank, in 

the City of Fort Wayne, State of Indiana, or its successor

in trust.

This Bond is one of an authorized issue of Bonds 

in the aggregate principal amount of $1,000,000 (herein- 

after called the "Bonds") issued for the purpose of 

financing the acquisition and construction of facilities 

for use in connection with a warehousing and distribution 

facility and leasiny the same to Vetterau, Inc. a Missouri 

corporiition (hereinafter called the "Lessee") (the land and
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buildings comprising such facilities being hereinafter called 

the "Project”) so as to thereby promote industry and develop 

trace in South Carolina. The Bonds are issued under and 

are equally and ratably secured and entitled to the protec­

tion given by a Trust Indenture (hereinafter called the 

"Indenture"), dated as of June 1, 1974, duly executed and 

delivered by the County to Peoples Trust Bank, as Trustee 

(the term "Trustee" where used herein referring collectively 

to said Trustee or its successors in said trust) . The 

Project has been leased to the Lessee under and pursuant to 

a Lease Agreement between the County and the Lessee dated 

as of June 1, 1974 (hereinafter called the "Lease Agreement"). 

Under the Lease Agreement the Lessee must pay to the County 

such rentals as will be fully sufficient to pay the prin­

cipal of, premium, if any, and interest on the Bonds as 

the same mature and become due and, under the Lease Agree­

ment it is the obligation of the Lessee to pay the cost of 

maintaining the Project in good repair and to keep it pro­

perly insured. Payment of the principal, premium, if any, 

and interest on the Bonds has been unconditionally guaranteed 

by Wetterau, Inc. under the terms of a Guaranty Agreement 

between Wetterau, Inc. and the Trustee dated as of June 1,

1 974 (hereinafter called the "Gu iranty Agreement"). Copies 

of the Indenture, the Lease Agreement and the Guaranty Agree­

ment are on file at the principal office of the Trustee in 

the City of Fort Wayne, State of Indiana, and are recorded 

in the office of the Register of Mesne Conveyances for 

Charleston County, South Carolina, and reference is made 

to the Indenture, the Lease Agreement and the Guaranty 

Agreement for a description of the security, the provisions, 

among others, with respect to the nature and extent of the 

security, the charging and collection of rentals for the 

Project, the rights and remedies of the holders of the
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Bonds and the coupons appertaining thereto, the rights, 

outies and obligations of the County, the Lessee and the 

Trustee, and the terms upon which the Bonds are issued and 

secured.

This Bond and appurtenant coupons are fullv negotiable 

and shall pass by delivery, but this Bond may be registered 

as to principal only on the registration books of the Count 

in said principal office of the Trustee as Bond Registrar, 

upon presentation hereof at such office and the notation of 

such registration endorsed hereon by the Bond Registrar, and 

this Bond may thereafter be transferred on such books at the 

written reguest of the registered holder or by his legal 

representative, evidence of such transfer to be in like manner 

endorsed hereon. Such transfer may be to bearer, and thereby 

transferability by delivery shall be restored, subject, 

however, to successive registrations and transfers as before. 

The principal of this Bond, if registered, unless registered 

to bearer, shall be pavable only to or unon the order of the 

registered holder or his legal representative. Interest 
accruing on this Bond will be paid only on presentation and 

surrender of the attached interest coupons as they respectively 

become due, and registration of this Bond as to principal as 

aforesaid will not affect the transferability by deliverv of 

such coupons; provided, that if upon registration of this 

Bond, or at any time thereafter while this Bond be registered 

in the name of the holder, the unmatured coupons attached 

evdencing interest to be thereafter paid hereon shall be 

surrendered to said Bond Registrar, a statement to that 

eflect will be endorsed hereon by the Bond Registrar and 

tl reafter interest evidenced by such surrendered coupons 

will he paid by check or draft by the Bond Registrar at the 

ti ic. provided herein to the registered holder of this Bond 
i,y mail to the address shown on the registration books. This 

i’Z'tid wh n so converted into a Bond registered as to both
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principal and interest nav be reconverted into a coupon 

Bond at the written request of the registered holder and 

upon presentation at the office of said Bond Registrar.

Upon such reconversion the coupons representing the interest 

to become due thereafter to the date of maturity will again 

be attached to this Bond and a statement will be endorsed 

the)eon by the Bond Registrar in the registration blank 

on the back of this Bond as to whether it is then registered 

as to principal alone or payable to bearer.

The Bonds are noncallable for redemption prior to 

June 1, 1984, except in the event of (a) exercise by the 

Lessee of its option to purchase the Project as provided 

in Section 11.2 of the Lease Agreement, or (b) mandatory 

purchase of the Project by the Lessee pursuant to Section 

12.2 of the Lease Agreement. If called for redemption in 

either of such events, the Bonds are subject to redemption 

by the County on any date after due notice as provided in 

the Indenture, whether or not such date is an interest payment 

date, in whole and not in part, at the principal amount 

thereof pi js accrued interest to the redemption date, and, 

but o r  1y in the event of redemption as a result of the manda­

tory purchase of the Project pursuant to Section 12.2 of 

the Lease Agreement, a redemption premium in an amount equal 

to 3% of the principal amount of each Bond redeemed for 

each six months period or fraction thereof between the date 

as of which interest on the Bonds is (or is determined as 

provided in Section 12.2 of the Lease Agreement to be) taxable 

and the redemption date. If it shall occur that any Bond 

shall have been paid subsequent to the date as of which 

interest on the Bonds became (or was determined to have 

become) taxable, but prior to the redemption of the Bonds 

from the purchase price derived from the mandatory purchase 

of the Project by the Lessee pursuant to Section 12.2 of 

the Lease Agreement, then in such event the holder of any
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such Eoj•>? on the occasion of its payment (whether at maturity 

or by redemption) shall be entitled to receive from the 

purchase price to be paid by the Lessee a premium computed 

as aforesaid to the date of payment or redemption, less 

any opt ional redemption premium previously paid on such 

Bond.
In the event that interest on the Bonds becomes taxable 

by reason of the occurrence of any of the events referred 

to in Section 11.2(c) of the Lease Agreement, the County 

may, in lieu of redeeming Bonds as provided in clause (a) 

of the preceding paragraph, cause all Bonds then outstanding 

to be exchanged for Substitute Bonds bearing interest at 

the rate of 9% per annum in accordance with the provisions 

of the Indenture. In the event that the County makes provi­

sion for an exchange of Bonds for Substitute Bonds, Bonds 

outstanding on the date as of which interest thereon becomes 

subject to Federal income taxes by reason of the occurrence 

of any of the '.vents referred to in Section 11.2(c) of the 

Lease Agreement shall bear interest at the rate of 9% per 

annum from such date to the date of payment or redemption

of such Bonds.

The Bonds maturing June 1, 1985 and thereafter are 

also subject to redemption by Lhe County prior to maturity 

on June 1, 1984, or any interest payment date thereafter, 

in whole or in part in inverse order of their maturities 

(less than all the bonds of a single maturity to be selected 

by lot by the Trustee), at the redemption prices (expressed 

as percentages of principal amount) set forth in the table 

below, plus accrued interest to the redemption d te:

Redemption Date Redemption Price

June 1 and December 1 , 1984............ 105%
June 1 and December 1, 1985............ 104
June 1 and December 1 , 1986............ 103
June 1 <ind December 1, 1587............ 102
June 1 and December 1, 1988............ 101
June 1, 1989 and thereafter............ 100
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In the event any of the Bonds are called for redemption 

or for exchange as aforesaid, notice thereof specifying the 

Bonds to be redeemed or exchanged shall be given by publica­

tion not less than thirty days and not more than sixty days 

iprior to the redemption or exchange date in a newspaper or 

financial journal of general circulation published in the 

City of New York, New York, and in the case of the redemp­

tion or exchange of registered Bonds, upon mailing a copy 

of such notice by first class mail at least thirty days prior 

to the date fixed for redemption or exchange to the holder 

I of each registered Bond at the address shown on the regis­

tration books; provided, however, that failure to give such 

notice by mailing, or any defect therein, shall not affect 

the validity of any proceedings for the redemption or exchange 

of Bonds. If all of the Bonds to be redeemed or exchanged 

are registered Bonds, notice by mailing given by first class 

mail to the holder or holders thereof, at the addresses 

shown on the registration books, not less than thirty days 

prior to the date fixed for redemption or exchange as afore­

said shall be sufficient, and published notice of the call 

for redemption or exchange need not be given, and failure 

duly to give such notice by mailing, or any defect in the 

notice, to the holder of any registered Bond designated for 

redemption or exchange shall not affect the validity of the 

proceedings for the redemption or exchange of any other Bond.

All Bonds so called for redemption will cease to bear interest 

on the specified redemption date, provided funds for their 

redemption are on deposit with the Trustee and shall no 

longer be protected by the Indenture and shall not be deemed 

to be outstanding under the provisions of the Indenture. If, 

because of the temporary or permanent suspension of the publi­

cation or general circulation of any newspaper or financial 

' journal or for any other reason, it is impossible or imprac­
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tical to publish such notice of call for redemption or 

exchange in the manner herein provided, then such publica­

tion in lieu thereof as shall be made with the approval of 

the Trustee shall constitute a sufficient publication of

n o t. j c e .

This Bond and the issue of which it forms a part are 

issued pursuant to the authorization of and for the purposes 

presceibed by Act No. 103 of the Acts and Joint Resolutions 

enacted at the 1967 Session of the General Assemblv of the

State of South Carolina, as amended, and pursuant to resolu­

tions duly adopted by the County Council of Charleston County 

and with the approval of the State Budget and Control Board

of South Carolina. This Bond and the issue of which it 

forms a part and the interest coupons appertaining hereto 

are limited obligations of the County and are payable by the 

County solely out of the lease rentals, revenues and receipts 

(excluding amounts paid by the Lessee pursuant to Sections 

5.4, 5.1, 6.3, 8.7 or 10.4 of the Lease Agreement) derived 

from the leasing or sale of the Project, v.’hich has been 

financed through the issuance of the Bonds and leased to the

Lessee.

This Bond and the interest coupons appe tanning hereto, 

are not and shal1 never constitute an indebtedness of the 

Countv within the meaning of any state constitutional provi- 

s ion or sta4utory limitation and shall never constitute nor 

give rise to a pecuniary liability of the County or a charge 

against its general credit or taxing powers.

Pursuant to the Lease Agreement, rental payments 

sufficient for the prompt payment when due of the principal 

o f ,  premium, if any, and interest on the Bonds are to be 

paid by the Lessee to the Trustee for the account of the County 

and dei -sited in a special account created by the Countv and 

designated "Charleston County Industrial Revenue Bond Fund - 

lMlura.. Po j e c t "  a n 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 ,
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and in addition the Project has been subjected to the lien 

of the Indenture to secure payment of such principal and 

interest and premium.
The holder of this Bond and the bearers of the coupons 

appertaining hereto shall have no right to enforce the pro­

visions of the Indenture or to institute action to enforce 

the covenants therein, or to take any action with respect 

to anv event of default under the Indenture, or to institute, 

appear in or defend any suit or other proceedings with respect 

thereto, except as provided in the Indenture. In certain 

events, on the conditions, in the manner and with the effect 

set forth in the Indenture, the principal of all of the Bonds 

then outstanding may become or may be declared due and pavable 

before the stated maturity thereof, together with interest 

accrued thereon. Modification or alterations of the Indenture, 

or of any supplements thereto, may he made only to the extent 

t.ad  i n  the circumstances permitted by the Indenture.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all 

acts, conditions and things required to exist, happen and be 

performed precedent to and in the execution and delivery of 

the Indenture and the issuance of this Bond do exist, have 

happened and have been performed in due time, form and manner 

as required by law; and that the issuance of this Bond and the 

issue of which it forms a part, together with all other obliga­

tions of the County, does not exceed or violate any constitu­

tional or statutory limitation.
This Bond and the interest coupons appertaining hereto 

shall not be \alid or become obligatorv for any purpose or be 

entitled to any security or benefit under the Indenture until 

the Trustee's certificate of authentication hereon shall have 

been duly executed by the Trustee.
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IN WITNESS WHEREOF, Charleston County, South Carolina, 

has caused this Bond to be executed by the Chairman of the 

County Council of Charleston County, by his facsimile signature 

and its corporate seal to be impressed or reproduced hereon, 

and attested by the Clerk of its said Countv Council, bv 

her manual signature, and has caused the interest coupons 

attached to be executed by the facsimile signatures of said 

Chairman and said Clerk, all as of the 1st day of June,

1974 .

CHARLESTON COUNTY, SOUTH CAROLINA

(SEAL) By ____________________
Chairman, County Council o’f'_ 
Charleston Countv.

Attest:

Clerk, Countv Council of 
Charleston County

This Bond is one of the Bonds of the issue described

in the within mentioned Indenture.

PEOPLES TRUST BANK, as Trustee

By ______*_________ _______
Authorized Signature

P,-9
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CERTIFICATE OF REGISTRATION

(There must- be no writing in the soace below 
except by the Bond Registrar)

Date of Name of Manner of Signature of
Registration Registered Holder Registration Bond Registrar

(FORM OF INTEREST COUPON)

No .

On the first dav of , 1974, Charleston County,

; South Carolina (unless the Bond to which this coupon appertains 

shall have been duly called for previous redemption and payment 

of the redemption price made or provided for) will pay to 

bearer, subject to the provisions of the Indenture, but solely 

from the lease rentals, revenues and receipts pledned therefor, 

all as described in the Bond hereinafter mentioned, and upon 

presentation and surrender of this coupon at the principal 

office of the Trustee, Peoples Trust Bark, in the City of 

Fort V.ayne, State of Indiana, or its successor in trust,

' the amount shown hereon in lawful money of the United States 

of America, as provided in and being semiannual interest 

then due on its First Mortgage Industrial Revenue Bonds,

Series 1974 (Wetterau, Inc. - Lessee), dated as of June 1,

1974, Numbered

Cha lrnan, County Council of
Charleston County

C1 erk7 County Council o? 
Charleston County
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EXHIBIT "C"

GUARANTY AGREEMENT

(Attached to Trust Indenture dated as of June 1, 1974, 
between Charleston County, South Carolina, and Peoples 
Trust Bank, as Trustee)



GUARANTY AGREEMENT

THIS GUARANTY AGREEMENT made and entered into as of the 

first day of June, 1974, by and between Wetterau, Inc., 

a Missouri corporation (hereinafter referred to as the 

"Guarantor”) and Peoples Trust Bank, as Trustee, 
together with any successor trustee, at the time serving 

as such under the Trust Indenture referred to below ("Trustee") 

WITNESSETH:

WHEREAS, arrangements have been made for sale bv 

Charleston County, South Carolina ("County"), of $1,000,000 

principal amount of its First Mortgage Industrial Revenue 

Bonds, Series 1974 (Wetterau, Inc. - Lessee) (hereinafter 

referred to as the "Bonds"); and
WHEREAS, the Bonds are to be issued under and nursuant 

to a Trust Indenture dated as of the date hereof bv and 

between the County and the Trustee ("Indenture"); and

WHEREAS, the proceeds derived from the issuance of the 

Bonds are to be applied to the acquisition and construction 

of certain facilities ("Project"), in the County for lease 

to Wetterau, Inc. pursuant to a Lease Agreement dated a; of 

the date hereof ("Lease"); and
WHEREAS, the Guarantor desires that the Countv issue 

the Bonds and apply the proceeds for the purposes described 

above and is willing to enter into this Guaranty Agreement 

in order to provide an inducement to the rurchase of the 

Bonds and interest coupons appertaining thereto bv The 

Lincoln National Life Insurance Company, its successors ind 

assigns ("Original Purchaser") and all who shall at any 

time become holders thereof.
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NOW, THEREFORE, in consideration of the premises and 

other good and valuable consideration, the Guarantor does 

hereby covenant and agree vzith the Trustee as follows:

ARTICLE I

REPRESENTATIONS AND WARRANTIES OF GUARANTOR

SECTION 1.1. Guarantor does hereby represent and 

warrant that it is a corporation duly incorporated in the 

State of its incorporation and is in good standing under 

the laws of the State of South Carolina, has power to enter 
into and perform this Guaranty Agreement, has duly authorized 

the execution and deliverv of this Guaranty Agreement by 

proper corporate action and that such execution and deliverv 

does not contravene or constitute a default under anv agreement 

instrument or indenture or any provision of its certificate 

of incorporation or anv other requirement of j.aw.

ARTICLE IT

COVENANT AND AGREEMENTS

SECTION 2.1. The Guarantor herebv unconditionallv 

guarantees to the Trustee (a) the full and prompt pavment of 

the principal of and premium, if any, on each Bond when and 

as the same shall become due, whether at the stated matui.it.7 

thereof, by acceleration, call for redemption or otherwise, 

and (b) the full and prompt payment of interest on each Bond 

as and when the same shall become due, and agrees, in the 

event of any failure of the County to make such pavments of 

principal, interest and premium, if any, when due, to make 

such payments to the Trustee. All payments by the Guarantor 

shall be paid in lawful money of the United States of America. 

Each and every default in payment of the principal of, premium, 

if any, or interest on any Bond shall give rise to a separate 

cause of action hereunder, and separate suits may be brought 

hereunder as each cause of action arises. 844
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SECTION 2.2. The obligations of the Guarantor under 

this Guaranty Agreement shall be absolute and unconditional 

and shall remain in full force and effect until the entire 

principal of, premium, if any, and interest on the Bonds 

shall have been paid, or duly provided for, and such obliga­

tions shall not be affected, modified or impaired upon the 

happening from time to time of any event, including without 

limitation any of the following, whether or not with notice 

to, or the consent of the Guarantor:
(a) the waiver, compromise, settlement, release 

or termination of any or all of the obligations, 

covenants or aqreemcnts of the County contained in 

the Indenture, or of the payment, performance or

observance thereof;
(b) the failure to give notice to the Guarantor 

of the occurrence of an event of default under the 

terms and ’̂ revisions of this Guaranty Agreement;

(c) the transfer, assignment of mortgaging or 

the purported transfer, assignment or mortgaging 

of all or any part of the interest of the County

in the Project referred to in the Lease or any failure 

of title with respect to the County's interest in 

the Project or the invalidity, unenforceability or 

termination of the Lease;
(d) the waiver, compromise, settlement, release 

or terminaton of any of the obligations, covenants 

or agreements of the Lessee under the Lease or of 

any other Lessee under the Lease, or of the payment, 

performance or observance thereof;

(e) the extension of the time for payment of 

any principal of, premium, if any, or interest on 

any Bond owing or payable on such Bond or of the
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time for performance of any obligations, covenants, 

or agreements under or arising out of the Lease or 

the Indenture or the extension or the renewal of 

either thereof;
(f) the modification or amendment (whether material 

or otherwise) of any obligation, covenant or agreement 

set forth in the Lease or the Indenture;

(g) the taking or the omission of any of the 

actions referred to in the Lease or the Indenture 

or of any actions under this Guaranty Agreement;

(h) any failure, omission, delay or lack on 

the part of the County or Trustee to enforce, assert 

or exercise any right, power or remedy conferred

on the County or the Trustee in this Guaranty Agree­

ment or the Lease or the Indenture, or any other act 

or acts on the part of the County, the Trustee or any 

of the holders from time to time of the Bonds or of 

the interest coupons appertaining thereto;

(i) the voluntarv or involuntary liouidation, 

dissolution, sale or ether disposition of all or 

substantially all the assets, marshalling of assets 

and liabilities, receivership, insolvency, bankruptcy, 

assignment for the benefit of creditors, reorganization 

or arrangement under bankruptcy or similar laws; 

composition with creditors or readjustment of, or 

other similar procedures affecting the Gu _ r ntor ,

or the Lessee, or the County or any of the assets 

of any of them, or any allegation or contest of the 

validity of this Guaranty Agreement, or the Lease, 

or the disaffirmance or the Lease or the Guaranty 

Agreement in any such proceeding;
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(j) to the extent permitted by law, anv event or 

action that would, in the absence of this clause, 

result in the release or discharge by operation of

lav of the Guarantor from the performance or observance 

of any obligation, covenant or agreement contained in 

this Guaranty Agreement;
(k) the invalidity or unenforceability of the 

obligations of the Guarantor under this Guaranty 

Agreement, the absence of any action to enforce such 

obligations of the Guarantor, any waiver or consent

bv the Guarantor with respect to any of the provisions 

hereof or any other circumstances which might other­

wise constitute a discharoe or defense by the 

Guarantor, including, without limitation, anv failure 

or delay in the enforcement of the obligations of 

the Guarantor with respect to this Guaranty Agreement

or of notice thereof; or
(l) the default or failure of the Guarantor 

fully to perform any of its obligations set forth 

in this Guaranty Agreement.

SECTION 2.3. No set-off counterclaim, reduction, or 

diminution of an obligation, or any defense of any kind or 

nature which the Guarantor has or mav have against the County 

or the Trustee shall be available hereunder to the Guarantor 

against the Trustee.
SECTION 2.4. In the event of a default in pavment of 

principal of, or premium, if any, on any Bond when and as the 

same shall become due, whether at the stated maturity thereof, 

by acceleration, call for redemption or otherwise, or in the 

event of a default in the payment of any interest on any 

Bond when and as the same shall become due the Trustee
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shall be obligated to proceed to enforce its rights hereunder 

and the Trustee shall have the right to proceed first and 

directly against the Guarantor under this Guaranty Agreement 

without proceeding against or exhausting any other remedies 

which it may have and without resorting to any other security 

held by the County or the Trustee. All moneys recovered 

pursuant to this Guaranty Agreement shall be applied in 

accordance with the Indenture.

SECTION °.5. The Guarantor herebv expressly waives 

notice from the Trustee or the holders from time to time 

of any of the Bonds or of the interest coupons appertaining 

thereto of their acceptance and reliance on this Guaranty 

Agreement. The Guarantor agrees to nay all costs, expenses 

and fees, including all reasonable attorneys' fees, which 

may be incurred by the Trustee or the County in enforcing 

or attempting to enforce this Guaranty / jreement or protecting 

the rights of the Trustee or the holders of Bonds or coupons 

appertaining thereto following any default on the part of 

the Guarantor hereunder, whether the same shall be enforced 

by suit or otherwise.
SECTION 2.6. The Guarantor will maintain its corporate 

existence, will not dissolve or otherwise dispose of all 

or substantially all its assets and will not consolidate 

with or merge into another corporation or permit one or more 

other corporations to consolidate with or merge into it, 

provided, that the Guarantor mav, without violating the agree­

ment contained in this Section, consolidate with or merge into 

another corporation or partnership, or permit one or more 

other corporations to consolidate with or merge into it, or 

sell or otherwise transfer to another corporation all or
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substantially all of its assets as an entirety and there­

after dissolve, provided the surviving, resulting or trans- 

feiee corporation, as the case may be (i) shall have a net 

worth (established in accordance with generally accepted 

accounting principles) of less than $ ; and

(ii) assumes and agrees in writing to pay and perform all 

of the obligations of the Guarantor in an instrument satis­

factory in form and content to the Trustee and the holders 

of not less than a majority in aggregate principal amount 

of the Bonds then outstanding.

SECTION 2.7. This Guaranty Agreement shall not be 

deemed to create any right in, or to be in whole or in part 

for the benefit of any person other than the County, the 

Trustee, the Guarantor, the holders from time to time of 

the Bonds and of the coupons appertaining thereto, and their 

successors and assigns. This Guaranty Agreement may be 

enforced by or on behalf of the holders of the Bonds or such 

coupons only by the Trustee in accordance with the provisions

of the Indenture.

ARTICLE III

MISCELLANEOUS

SECTION 3.1. The obligations of the Guarantor here­

under shall arise absolutely and unconditionally uoon the 

issuance, sale and delivery of the Bonds by the County. The 

execution and delivery of this Guaranty Agreement shall not 

impair or diminish in any respect the obligations of the

Lessee under the Lease.

SECTION 3.2. No remedy herein conferred upon or 

reserved is intended to be exclusive of any other available 

remedy or remedies, but each and every such remedy shall be
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cumulative and shall be in addition to every other remedy 

given under this Guaranty Agreement or now or hereafter 

existing at law or in equity. Ho delav or omission to exer­

cise any right or power accruing unon any default, omission 

or failure cf performance hereunder shall impair any such 

right or power or shall be construed to be a waiver thereor , 

but any such right and power may be exercised from time to 

time and as often as mav be deemed expedient. In order to 

entitle the Trustee to exercise any remedy reserved to it in 

this Guaranty Agreement, it shall not be necessary to give 

any notice, other than such notice as may be expressly re­

quired herein or in the Indenture. In the event any provision 

contained in this Guaranty Agreement should be breached by 

any party and thereafter duly waived by anv other oartv so 

empowered to act, such waiver shall be limited io the 

particular broach so waived and shall not be deemed to waive 

any other breach hereunder. No waiver, amendment, release 
or modification of this Guaranty Agreement shall be established 

by conduct, custom or course of dealing, but solely by an 

instrument in writing duly executed by the parties to this 

Guaranty Agreement and only in accordance with the provisions 

of the Indenture.
SECTION 3.3. This Guaranty Agreement constitutes 

the entire agreement, and supersedes all prior agreements 

and understandings, both written and oral, between the 

part ies with res- ect to the subject matter hereof and mav 

be executed simultaneously in several counterparts, each, o 

which shall be deemed an original, and all of which together 

shall constitute one and the same instrument.
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SECTION 3.4. The invalidity or unenforceability of 

' any one or more phrases, sentences, clauses or sections in 

this Guaranty Agreement contained, shall not affect the 

validity or enforceability of the remaining portions of the 

Guaranty Agreement, or any part thereof.

SECTION 3.5. For such time as any of the Bonds shall 

be outstanding, the Guarantor irrevocably designates the 
i Secretary of State of South Carolina, Columbia, South Carolina, 

as the agent to accept and acknowledge in its behalf service 

of any and all process in any such suit, action or other 

legal proceeding brought in any such court, and agrees ano 

j consents that in any such suit, action or other legal proceeding 
! service upon the Guarantor, whether or not the Guarantor shall 

then be doing, or any time shall have done, business within 

the State of South Carolina, and that any such service of 

process shall be of the same force and validity as if service 

were made upon it according to the laws governing the validity 

and the requirements, of such service in such state.

SECTION 3.6. This Guarantv Agreement is prepared and 

entered into with the intention that the lav; of South Carolina 

shall govern its construction.
IN WITNESS WHEREOF, the Guarantor has caused this 

Guaranty Agreement to be executed in its name and behalf 

and its corporate seal to be affixed hereto and attested by 

! its duly authorized officers as of the date first above 

written.

WETTERAU, INC.

(SEAL)
By______________________________

Its president

Attest:

Its Secretary

GA - 9
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STATE o r  INDIANA,

COUNTY OF

PEnrONALLY appeared before me _______________________________

who being duly sworn says that (s)he saw the corporate seal of 

WITTERAU, INC. affixed to the foregoing Guaranty Agreement,

and that (s)he also s a w __________________________, as President,

a n d ___________________________, as Secretary, of said Corpora­

tion, sign and attest the same and that (s)he with

____________________________  witnessed the execution and

dclivt ry thereof as the act and deed of the said Wetterau, Inc.

SWOR< to before me this

______day o f __________ _________, A. D. 197 4 .

______________________________________ (L.S.)
N o ta r y  P u b l i c  f o r  S t a t e  o f  I n d ia n a

My Commission Expires ______________ .

GA - 11
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p o st  o f f ic e  b o x  h o

May 6, 1974

Honorable P. C. Smith
State Auditor
Post Office Box 11333
Columbia, South Carolina 29211
Dear Pat:

Re: $1,000,000 Charleston County, South Carolina,
First Mortgage Industrial Revenue Bonds, 
Series 1974 (Wetterau, Inc. - Lessee)

It is my understanding that County Council of Charleston
County will meet tomorrow, May 7, at 7:00 P.M., and at that 
time will adopt a resolution petitioning the State Board for 
permission to issue the subject bonds.

The proceeds of these bonds will be used to finance
the construction of an office building and garage building as 
an integral part of a new food distribution center being con­
structed by Wetterau, Inc. in the North Charleston section of 
Charleston County.

I am enclosing at this time the following financial 
statements with respect to Wetterau:

1. copy of their annual statements for 
the years 1971, 1972 and 1973.

2. quarterly reports of Wetterau for 
the period ended June 30, 1973, September 29,
1973 and December 29, 1973.

Finally, I enclose herein a copy of a letter to me
from Wetterau which reflects the fact that the Company's 
auditors have not as yet completed their financial statements 
for their fiscal year which ended March 30, 1974. This letter 
signed by the Chief Financial Officer of Wetterau indicates 
that in his opinion the trend reflected by the quarterly reports 
will continue and that Wetterau's retained earnings will continue 
to grow. 851
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Honorable P. C. Smith
Page 2
May 6, 1974

You will note that as of the end of the fiscal year 
1973, the total stockholders equity of this Company was $35 
Million.

You will also note that as of the end of the third 
quarter its net earnings were approximately $5.5 Million and 
since only $1.5 Million was paid out on dividends, this would 
have the effect of increasing stockholders equity to nearly 
$40 Million.

If you will refer to the 1933 annual report, you will 
see an artist’s conception of what the Company's food distri­
bution center in Charleston is expected to look like when it 
is completed.

It is my understanding that the construction at this 
time is nearly complete. To sum up, this is an excellent Company 
and one that is quite strong financially.

I expect to send you early Wednesday, the Charleston 
County petition and the form of resolution to be adopted by 
the State Board.

It will be extremely helpful if the Board could adopt 
this promptly in order that the ad could be published this week 
so that the closing here can occur on June 4, which is the target 
date.

With kind regards,

Sincerely yours,

HS:mbd
Enclosures
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The Food Divisions and their locations, shown revolving around our corporate sun as blue planets, are a lphabetica lly , 
Bloomington, Ind., Charleston, S. C., Hazelwood, Mo., Holbrook, Keene, N. H., Mexico, Mo., and Scott City, Mo.

The A ffilia ted  Operations are represented as silver satellites, also a lphabetica lly. They are Eighteen Sixty-N ine, Inc., 
Gateway Bakery, Mohr Distributors, Inc., Monarch Printing Company, Inc., Non-Foods, Wetterau Builders, Inc., W etterau 
Education Institute and Wetterau Finance Co. Eighteen Sixty-Nine is located a t Florissant, Mo., w hile  a ll other a ffilia tes  
are headquartered in Hazelwood, Mo., except Non-Foods, which is in Desloge, Mo.

This represents our corporate structure w ith  both our food divisions and our a ffilia te s  orb iting  Wetterau Foods, Inc., the 
parent company.



Financial Highlights Tourui i r id x a t t i  income 
or f» *O 'd  fo r  p roducing

Year ended Year ended Percent
April 1, 1972 April 3, 1971 increase

Results of operations

Sales $405,851,000 372,229,000 9.03

Earnings before income taxes 8,946,000 8,438,000 6.02

Net earnings 5,001,000 4,381,000 14.16

Percent earned on sales 1.23% 1.18%

Per share of common stock:
Primary earnings 
Fully diluted earnings

Cash dividends to common stockholders

1.45
1.42

1.28
1.25

13.09
13.25

1,527,000 1,442,000

Annual dividend rate — year end

Earnings reinvested in business

.44 .44

3,474,000 2,939,000

Common shares outstanding — year end 3,500,000 3,335,000
1 858
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Ted C Wetferciu preside ''* and 
O live r G W e’ terau cha irm an of 
the board  right

Fiscal 1972 was a year of 
notable achievements for 
Wetterau Foods, Inc apart 
from continuing corporate 
growth m sales and 
earnings.

Your company was the 
the proud recipient o f the 
Growth Company of the 

Year award bestowed 
annually by the Metro 
politan St. Louis Council, 
National Association of 
Investment Clubs. This 
plaque shown above, is 
awarded for excellence in 
management and consistent 
growth in sales and 
earnings

The plaque was 
presented January 29,1972 
prior to an address before 
the Metropolitan St. Louis 
Council by your board 
chairman and president 
On February 1 1972, the
address was given before 
the St. Louis Society of 
Financial Analysts at a 
luncheon and later the 
same afternoon before the 
sales staff o f the St. Louis 
office of M errill Lynch 
Pierce, Fenner & Smith.
On May 16 1972, in New 
York City we addressed the 
staff of G. H. Walker & Co., 
Inc. All of these reports, 
we believe were beneficial 
m boosting our stock pace 
to its true market value

Another milestone reached 
m fiscal 1972 was theacqui- 
sition by your company o f 
a 1 2-county area of north 
em Indiana assigned by 
IGA s board of directors 
Details w ill be covered 
elsewhere m this report.

During the year sales in ­
creased 9 03 percent to a 
record $405,851 000 com­
pared w ith $372,229 000 for 
fiscal 1971

An increase in net earnings 
from $4 381,000 in fiscal 
1971 to $5,001 000 or 
14 16 percent /vas recorded 
Per share earnings rose from 
$1 28, a fte r an adjustment 
for a three percent stock 
dividend, to $1.45

Our continuing growth 
is an outstanding tribute 
to the e fforts of all o f our 
employees our officers 
and our board of directors.

OLIVER G. WETTERAU 
Chairman of the Board

TEDC WETTERAU 
President



Fo o d  Divisions Introduction
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W etteraus six foods divi 
sions consist o f distribution 
centers at Bloomington,
Ind., Charleston, S. C., 
Hazelwood, Mo., Keene,
N H., and Mexico and 
Scott City, Mo.

First vice president O liver 
J Cleveland has overall 
responsibility for the Bloom 
mgton, Hazelwood and 
Holbrook divisions, the 
latter being located at 
Keene, N H

First vice president 
Charles E. Drewett, Jr,, 
serves m a sim ilar capacity 
m supervision of the 
Charleston, Mexico and 
Scott City operations.

These six divisions 
constitute the backbone o f 
our corporate structure 
and form the foundation 
on which Wetterau Foods 
was built.

Nearly 600 IGA, Red & 
White and other indepen­
dent supermarkets are 
served from these w are­
houses. More than 
two-thirds of our corporate 
income is derived from the 
operations of these 
divisions.

The fo llow ing  pages 
contain a resume of the 
progress achieved in each 
of these units. 8 6 1



Charles E Drewett Jr

Ne--- T e ir ito ry  

Existir j  T errito ry

O ur second larges* food 
d iv is ion  showed ’ he  
greatest expans ion  in the 
a rea of store developm ent 
w ith  10 new stores added 
and 11 rem odels com ple ted  
du ring  the year

Perhaps the m ost $ig 
m fican t change in the  
o p e ra ting  level of the 
d iv is ion  d u rin g  the year 
was the a d d itio n  o f  12 
counties m northcen tra  
Ind iana  to ds IGA tranch ise

This new assignm ent by 
!GA H eadquarters resulted 
♦ rom the sale o f the firm  
which prev ously served 
th is  area. This new  te r r i­
to ry s expected to produce 
an increase m soles o f 
betw een 10 m d 20 percent 
over the next tw o  years 
in the d iv is ion

A ’ the same ’ me We* 
terau plans to doub le  ’ he 
present num ber o f stores 
m ’ he new a rea  from  25 
to 50 The new area is 
also being supp lied  by 
Ou' Non-Foods d iv is ion  and  
the a d d ition a l new  sales 
w ill reflect fa v o ra b ly  in the 
perform ance o f tha t 
a f f i l  ate

Durmg the year Gene 
K Davis assistant to the
d iv is ion  genera l m anager 
w as elected to the Board
a t ’he annual m eeting  o f 
stockholders o- June 29
1971

In 1971 a mci|or re­
m ode ling  and  expansion 
o f ofhces freezer da iry  
cooler produce a rea and 
perishables section was 
com p le ’ed a t B loom ington. 
The d iv is ion  supplies 1 22 
IGA Foodlmers.
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Charles E D rew ett Jr
I s* V • Jont

N e a  ’ e 'r ito ry  

Existing T e rrito ry

Out second larges’ food 
d iv is ion  showed ’ he 
greatest expansion m ’he 
area o f store leve lopm en’ 
w th  10 new stores added 
and 1 I remodels com pleted 
during the year

Perhaps 'he mos’ $iq 
m fican t change m the 
o p e ra ting  level o ’ the 
d iv is ion  during  the year 
was the add  tio r : • 12 
counties in nortncenft n 
Ind iana to its IGA franchise

This new assignm ent by 
iGA H eadquarters resulted 
from  ’ he sale o f ’he firm  
which previously served 
th s area. This new terr 
tory is expected to produce 
an increase n sales o f 
between 10 an I 20 percent 
over ’ he next ’ wo years

At the same ‘ me Wet 
’erau plans to doub le  the 
presen’ num ber of stores 
n ’ he new area from  25

to 50. The new area is
also being supp lied  by 
ou' Non-Foods d v is ion and

in 1 971 .i m a|0r re ­
m odel ng and expansion 
o f o ff ces Geezer, do ry 
cooler, produce area and 
per shables section was 
com pleted o ’ Bloom ngton 
The d iv is ion  suppl es 122 
IGA Foodlmers.

w ll reflect fa vo ra b ly  in the 
perform ance o f ’ha+

Du' ng ’ he year Gene 
k Davis, assistant to  the
d iv is ion  genera l m anager 
was elected to  ’ he Board 
o ’ the annual mee’ ing of 
stockholders or June 29 
1971.

»• •



Charleston H azelw ood Holbrook

Joseph A Pollard
Vice President 
Genera! Manager

Paul A Cox
Vice President 
General Manager

James A McConnell
Vice President, 
Genera! M anager

A ma|or efficiency was 
effected through consolida­
tion o f the Allendale and 
Charleston d istribution 
centers into a single unit 
located at Charleston, S. C.

This resulted m temporary 
inconvenience and crowding 
m the facility . Two years 
from now this situation w ill 
be elim inated when we 
begm operating from a 
completely new distribution 
cen’er o f 250,000 square 
feet.

The new fac ility  is de ­
signed to be the most 
efficient o f its kind in the 
Southeast. Though we 
supply Red & White super 
markets out o f the Charles­
ton division only, we 
rank fifth  nationally 
among the 55 Red & White 
wholesalers.

Store development m 
this division consisted o f 
five  new stores and seven 
remodels. We consider 
North Carolina, South 
Carolina, and Georgia to 
have considerable growth 
potential.

Formerly operated as 
Thomas & Howard, a sub 
sidiary, the name was 
changed to Wetterau Foods, 
Inc., Charleston division, 
last October. The division 
supplies 92 supermarkets.

With more than 333 000 
square feet of d istribution 
and office area, the Hazel­
wood distribution center 
is Wetterau s largest food 
division serving 1 46 IGA 
Foodlmers,

The division opened 1 2 
supermarkets during the 
year and six existing stores 
underwent expansion and 
remodeling

Though opened just a fte r 
the beginning of the new 
fiscal year, a new store at 
Rosewood Heights, III., drew 
special industry attention 
both nationally and from 
abroad. Visitors from 
several foreign countries, 
including four from New 
Zealand (two retailers and 
tw o wholesalers from  
Auckland), commented 
favorab ly on the store’s 
design and equipment

A continuing expansion 
of the division's freezer, 
produce and grocery areas 
has taken place over the 
past 10 years. W ith in the 
next 24 months, however, 
it may be necessary to 
enlarge the division's 
perishables department.

The Holbrook division,
Keene N H supplies 65 
IGA Foodlmers m New 
Hampshire. Vermont and 
Massachusetts.

During the year ci 40,000- 
squcire-foot add ition  to the 
warehouse was begun which 
w ill double the frozen and 
dairy facility  and enable 
the division to add fresh 
produce to existing lines 
o f merchandise sold there 

A fu ll-tim e retail store 
development engineer was 
assigned to the division to 
f i l l  a need to develop more 
fu lly areas of the assigned 
territo ry m the three states 
served by Holbrook. Though 
this position was filled  
during only a short portion 
o f the fiscal year, tw o new 
stores were opened and 
one was remodeled 

As was the case at 
Charleston, Holbrook be 
came a division of Wetterau 
Foods, Inc., instead o f a 
subsidiary late m the year. 
Strengthening o f manage­
ment m the division saw 
the elevation of James A 
McConnell to vice president 
and general manager of 
the division.



Scott C ity Mexico A  ttibute

W illiam  R Miller
Vice President 
General Mcinagei

W illiam D Holley
Vice President 
Generai M anager

Charles L Cockelreas

Enlargement o f the perish­
ables section a t the Scott 
City d istribution center 
was completed recently 
provid ing a 50 percent 
increase in the produce 
storage area The new 
addition gave this fac ility  
about 212,000 square feet 
of office and warehouse 
space

As the smallest o f our 
food divisions, Scott City 
serves 60 IGA Foodliners 
During the year the d iv i­
sion opened four new 
stores and remodeled six 
others

W illiam  R M iller sue 
ceeded Ferlyn Prather 
May 1, 1971 upon the 
latter s retirement w ith 
more than 45 years of 
service to the Company 
Mr, Prather continues as 
o member o f the Board of 
Directors Mr M iller was 
elected a vice president of 
Wetterau Foods a t the 
June 29 1971 meeting of 
the Board of Directors

W ith the protected open 
mg o f a new IGA Foodliner 
in the Memphis Tenn., 
m etropolitan area m 
Mississippi early this fiscal 
year, Wetterau w ill have 
entered operations in its 
fourteenth state.

Construction has com­
menced on a 61 000 
squcire-foot add ition  to 
our d istribution fac ility  at 
Mexico, Mo The expansion 
w ill double the size of the 
produce, frozen food and 
dairy departments.

The d ivision serves 76 
IGA Foodliners. During 
the fiscal year |ust ended 
Mexico d ivision opened 
seven new Foodliners, 
ranking th ird  in this cate 
gory among our six food 
divisions, and remodeled 
three other supermarkets 

W illiam  D. Holley took 
over as general manager 
of the division fo llow ing  
the retirement of Charles 
L. Cockelreas, January 1, 
1972, as noted elsewhere 
on this page Mr. Holley 
was elected a vice president 
at a meeting o f the Board 
of Directors on February 8, 
1972

On January 14, 1972 some 
1 50 employees o f the 
Mexico division gathered 
at the Empire Club there 
for a retirement dinner 
to honor Charles L. 
Cockelreas, former vice 
president and general 
manager o f the division. 
Charlie remains on the 
WFI board of directors and 
as a consultant to the 
division.

The Wetterau employees 
who assembled were on 
hand not merely to pay 
tribute to the retirement of 
their former boss. They 
were there as loyal mem­
bers of Charlie s Mexico 
division "fa m ily . The 
group included O liver G. 
Wetterau, chairman of 
the board, and Ted C. 
Wetterau, president both 
of whom eulogized Charlie s 
more than 40 years of 
service to  Wetterau

Special guests of honor 
were firs t vice president 
O. J. C leveland and Leonard 
W aldron, vice president 
and general manager of 
the Bloomington division
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Affiliated Operations

Aries sign of 
the new



Non-Foods

Robert K Crutsinger
I st V ic e  P res iden t, 
Affilia ted  Operations

Clifton J Robert*
Vice President 
G eneral M anager

Cancer i* the sign of real estate

W etterau 
Builders, Inc.

Kenneth W Evan*
G eneral M anager

Wetterau s A ffilia te d  O pera­
tions comprise the parent 
company s most recently 
acquired subsidiaries. The 
eight A ffilia tes were ac 
quired w ith in  the past 
several years, as our com 
pony embarked on its 
present d iversification 
program A ll were acquired 
w ithm  the context o f our 
primary goal.

This corporate goa l is to 
pro fitab ly supply whole 
sole products to an increas­
ing number of independent 
retail facilities and en­
courage the greater sale 
of these products through 
improved merchandising 
programs and services.

Wetterau Foods, Inc., 
operates its A ffilia tes  for 
two reasons First, to p ro ­
vide better service to our 
retailers. Second, to p ro ­
vide additional p ro fits  for 
the parent company.
Though contributing less 
than seven percent o f our 
total sales, the A ffilia te s  
provide Wetterau Foods,
Inc., with about 30 percent 
of its total profit.

H ighlights in the opera­
tion of hjtf-A lUiates over 
♦he past fiscal year may 
be found on the fo llow ing  
pages

The Non-Foods division, 
located m Desloge, Mo., is 
an excellent example o f an 
a ffilia te  that provides a 
direct service to our 
retailers.

Non-Foods carries a com­
plete inventory o f non­
food items.

The division is provid ing 
product and service to our 
retailers in the h ighly im ­
portant non-foods area 
of supermarket merchan­
dising

The success of this d iv i­
sion is evident m the fact 
that its sales are keeping 
pace w ith the corporate 
growth pattern

In order to provide con­
struction services to our 
retailers for new stores and 
remodeling, as well as 
warehouse expansion, 
Wetterau Builders, Inc. was 
formed m 1967 Since its 
form ation Wetterau Builders. 
Inc. has expanded its ac­
tiv ity  and is constructing 
other commercial buddings 
and churches.

During fiscal 1971 -72 
Wetterau Builders, Inc. 
built six new IGA Food- 
liners, two Mohr Value 
Centers, remodeled one 
Mohr Value Center and 
nine supermarkets. The 
construction company per­
formed remodeling and 
expansion work at five 
of our warehouses and 
built three churches. Sixteen 
add itiona l projects are 
underway.
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Wetterau 
Finance C o

M onarch
Printing

Robert J Livingston
General M anager

Wetterau Finance Co. has 
contributed sign ificantly to 
the progress of Wetterau 
Foods by helping IGA and 
Red & White retailers to 
finance new stores and 
expand existing retail 
facilities to accommodate 
rising sales. This capacity 
to assist retailers continues 
to attract new customers 
in a ll the areas we serve

During the current year 
loans to a ffilia te d  retailers 
increased more than 40 
percent w ith  the result that 
that Wetterau Finance held 
slightly more than 
$9 500.000 of retailers 
notes at A p ril 1, 1 972 
We continue to enpy an 
excellent collection record.

During fiscal I 971 72 
Monarch Printing Company 
moved from  o ld  quarters 
to new quarters in the 
A ffilia tes Build ing This 
move coupled w ith  the 
installation of ci four-color 
web press has trip led Mon 
arch s production capacity 
and increased its product 
fle x ib ility  and qua lity

The introduction of the 
four-color press has enabled 
Monarch to  provide our 
retailers w ith  a new retail 
advertising program  fea­
turing meat and produce 
items in process color

Monarch has added to 
its product line a label and 
packaging m aterial pro 
gram which now counts 
as customers not only our 
retailers but outside cus­
tomers.

The add itiona l space, 
add itiona l equipment and 
new product lines enabled 
Monarch Printing Company 
during fiscal 1 971 -72 to 
more than double its sales.



M ohr
Distributors,
Inc.

G a te w a y
Bakery

Donald M Pieper
General M adager

Fiscal 1971 72 saw Mohr 
Distributors Inc complete 
its move to the A ffilia tes 
Building.

Mohr now occupies new 
offices and at fiscal year 
end was serving eight 
Mohr Value Centers m 
Missouri and Illinois from 
its new central warehouse. 
These are located at Rolla. 
Flat River Excelsior Springs. 
Kennett, Richmond and 
Trenton Mo . and at Car­
bondale and Litchfield, III.

During the year Mohr 
added 95 000 square fee* 
of floor space to its grow 
mg sales area and more 
than doubled its sales.

In the current f iseal year 
Mohr Value plans to re 
locate one unit and build 
three new fam ily  merchan 
dise centers. This new 
construction w ill add 
1 25 000 square feet of 
retail floor space.

Irving Bnn
Presiden’

Norman Kessler
Vice Presided’

The new A ffilia tes  Building 
at 8840 Pershall Road. 
Hazelwood, Mo became 
the home of Gateway 
Bakery during the fiscal 
year just ended

In the move to new 
quarters Gateway more 
than trip led its production 
area

This division, acquired 
more than three years ago 
to implement the retailers 
need for an m-store bake 
o ff program, is now gear­
ing up to provide private 
label products that can be 
sold in a ll o f the IGA and 
Red & W hite stores served 
by Wetterau Foods, Inc.

In this new fac ility  Gate­
way is operating w ith  the 
most modern automatic 
equipment m the bakery 
industry and is beginning 
to supply bakery produces 
not only to our own re­
tailers but to other grocery 
wholesalers m the Midwest 
and East Coast
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Wetterou
Education
Institute

Eighteen 
Sixty Nine, Inc

Van D Spurgeon
Vice Presiden’ Tra in ing

Robert E Beckermann
Vice President A dvertis ing

Thomas R Crabtree
General M anage,

the sign o f education

The Wetterou Education 
Institute is the the tra in ing 
and development arm of 
Our company.

The Institute was formed 
six years ago as a vehicle 
to provide a continuing
education program  for the 
personnel employed by 
retail supermarkets served 
by Wetterou and the em 
ployees of Wetterou Foods.

During the year the In ­
stitute has continued to 
sharpen the m anagerial 
skills of Wetterou personnel 
through management b rie f­
ings held cit regular intervals 
A new retail tra in ing p ro ­
gram for the curren* year 
was also finalized.

In its second year o f 
operation Eighteen Sixty 
Nine. Inc., has more than 
doubled its agency billings.

The subsidiary has p ro ­
vided ongoing advertising 
programs for the Red & 
White and IGA stores 
served by Wetterou.

In add ition  to provid ing 
creative services for Wet- 
ferou s retail customers, the 
advertising agency has 
continued to solicit and 
add outside accounts.
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Ten Year Financial Review

Ten Year Financial Review (in thousands except for per share data)

,972 ,9 7 , ,970 1969 ,968 ,967 ,9 6 6 ,965 1964 ,96 3

Net sales $405 .85 , 372.229 3 3 6 ,2 ,, 301 ,8 6 2 6 ,,8 1 6 226 686 205,099 ,3 4 .1 ,4 1,9  962 ,0 8  994

Income taxes 3,945 4.057 3 ,7 ,8 2,939 2.265 2,095 , 688 1,027 , 2 ,4 989

Net earnings 5 0 0 , 4,38, 3.893 3,398 2,950 2.396 1 969 1,322 , . ,5 3 960

Cash dividends pa id 1,527 , .442 1.440 ,0 2 8 873 737 554 480 4 ,0 235

Common shares outstand ing
year end 3 500 3,335 3,235 3,085 2 959 2,935 2 86 , 2,277 2.257 2,252

Per common share data

Prim ary earnings , 45 , 28 , ,5 1 02 92 77 65 50 44 41

Fully d iluted earnings , 42 , 25 , ,2 98 87 72 64

A nnual d iv idend rate ♦ -- «
year end 44 44 44 40 35 31 27 ,8 ,3 , 1

, A lljjo o lm g s  o f interests have been included from  the beginn ing of the 1966 fiscal year, except figu res  fo r John P Figg Inc , which have been included 
from  the beginning o f the ,963  fiscal year

2 A ll approp ria te  figures have been ad ius ted  to re flec t a ll stock splits o n d  stock d iv idends Earnings per share for ,966  through ,972 are based on 
w eigh ted average number of share o u ts tand ing  du ring  the respective years Earnings per share for 1963 through ,9 6 5  ore based on shores out 
standing at the end o f each year P I* / '



Earnings 
Per Share

Sales Growth
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C on so lid a ted  B a lan ce  Sheet
Wetterau Foods, Inc. and Consolidated Subsidiaries 
April 1, 1972 and April 3, 1971

Assets
1972 1971

Current assets:

Cash $ 1,562,000 4,299,000

Receivables, less allowance for doubtful 
accounts of $489,000 ($622,000 in 1 971) 10,305,000 8,085,000

Equity in trade notes sold to unconsolidated 
finance subsidiary 323,000 255,000

Interim financing for retail store construction 1,192,000 1,999,000

Advances to unconsolidated finance subsidiary 15,000 275,000

Merchandise inventories, at the lower of cost 
(first-in, first-out) or replacement market 19,019,000 18,265,000

Prepaid expenses 801,000 623,000

Total current assets 33,217,000 33,801,000

Notes and accounts receivable — deferred maturities 719,000 659,000

Equity in trade notes sold to unconsolidated 
finance subsidiary — deferred 877,000 470,000

Investment in unconsolidated finance subsidiary 2,271,000 1,888,000

Other investments 409,000 369,000

Property, plant and equipment, at cost less
accumulated depreciation and amortization 
of $7,504,000 ($7,100,000 in 1971) 20,882,000 18,892,000

Other assets 95,000 1 46,000

$58,470,000 56,225,000
1 ----87 3

See accompanying notes to consolidated financial statements.



C o n so lid a ted  B a la n ce  Sheet
Wetterau Foods, Inc. and Consolidated Subsidiaries 
April 1, 1972 and April 3, 1971

Assets

Current assets:

Cash

Receivables, less allowance for doubtful 
accounts of $489,000 ($622,000 in 1971)

Equity in trade notes sold to unconsolidated 
finance subsidiary

Interim financing for retail store construction

Advances to unconsolidated finance subsidiary

Merchandise inventories, at the lower of cost 
(first-in, first-out) or replacement market

Prepaid expenses

Total current assets

Notes and accounts receivable — deferred maturities

Equity in trade notes sold to unconsolidated 
finance subsidiary — deferred

Investment in unconsolidated finance subsidiary

Other investments

Property, plant and equipment, at cost less
accumulated depreciation and amortization 
of $7,504,000 ($7,100,000 in 1971)

Other assets

1972

$ 1,562,000

10,305,000

323,000

1,192,000

15,000

19,019,000

801,000

33,217,000

719,000

877,000

2,271,000

409 000

20,882,000

95,000

$58,470,000

1971

4,299,000

8,085,000

255,000

1,999,000

275,000

18,265,000

623,000

33,801,000

659,000

470,000

1,888,000

369,000

18,892,000

1 46,000

56,225,000873
See accompanying notes to consolidated financial statements.



Liabilities and Stockholders' Equity

Current liabilities:

1972 1971

Notes payable to banks $ 300,000 4,600,000

Current maturities of long-term debt 379,000 393,000

Accounts payable 16,925,000 18,083,000

Accrued expenses 966,000 886,000

Taxes on income 354,000 1,040,000

Total current liabilities 18,924,000 25,002,000

Deferred taxes on income 1,057,000 833,000

Long-term debt, less current maturities 7,774,000 3,787,000

Stockholders' equity:

Common stock of $1 par value per share.
Authorized 10,000,000 shares; issued
3,499,582 shares (3,335,425 in 1 971) 3,500,000 3,335,000

Additional paid-in capital 9,326,000 6,288,000

Retained earnings 17,889,000 16,980,000

Total stockholders' equity 30,715,000 26,603,000

$58,470,000 56,225,000U _ S71



Conso lidated  Statem ent 
ot Earnings
Wetterau Foods, Inc. and Consolidated Subsidiaries 
Fifty-two weeks ended April 1, 1972 and 
the fifty-three weeks ended April 3, 1971

1972 1971

Income:

Net sales $405,851,000 372,229,000

Discount on purchases 3,891,000 3,541,000

Other income, net 2,680,000 2,090,000

Net earnings of unconsolidated finance 
subsidiary 383,000 303,000

412,805,000 378,163,000

Cost and expenses:

Cost of goods sold 381,123,000 349,213,000

Selling, general and administrative expenses 20,156,000 18,356,000

Depreciation and amortization 1,924,000 1,693,000

Interest 656,000 463,000

Taxes on income including $224,000 deferred 
($173,000 in 1971) 3,945,000 4,057,000

407,804,000 373,782,000

Net earnings $ 5,001,000 4,381,000
Per share of common stock:

Primary earnings $1.45 1.28

Fully diluted earnings $1.42 1.25875
See accompanying notes to consolidated financia l statements.



Consolidated  Statem ent 
of Stockholders' Equity
Wetterau Foods, Inc. and Consolidated Subsidiaries 
Fifty-two weeks ended April 1, 1972 and 
the fifty-three weeks ended April 3,1971

Fifty-two weeks ended April 1, 1972

Common
stock

Additional
paid-in
capital

Retained
earnings Total

Balance at beginning of period $3,335,000 6,288,000 16,980,000 26,603,000
Net earnings — — 5,001,000 5,001,000
Conversion of $567,000 of the 4'.% 

convertible subordinated 
debentures into 54,819 
common shares 55,000 504,000 559,000

Stock options exercised 5,000 74,000 — 79,000
Issuance of 4,912 common shares 

based upon the earnings 
performance of previously 
acquired companies 5,000 (5,000)

Dividends:
Cash — $.44 per share (1,527,000) (1,527,000)
3% Common stock 100,000 2,465,000 (2,565,000)

Balance at end of period $3,500,000 9,326,000 17,889,000 30,715,000

Fifty-three weeks ended April 3, 1971

Balance at beginning of period 3,235,000 4,793,000 15,312,000 23,340,000
Net earninqs — — 4,381,000 4,381,000
Conversion of $1 90,000 of the 4's% 

convertible subordinated 
debentures into 1 7,798 
common shares 18,000 1 70,000 188,000

Stock options exercised 16,000 1 20,000 — 1 36,000
Issuance of 3,1 32 common shares 

based upon the earnings 
performance of previously 
acquired companies 3,000 (3,000)

Dividends:
Cash $.44 per share (1,442,000) (1,442,000)
2% Common stock 63,000 1,208,000 (1,271,000)

Balance crt and of period $3,335,000 6,288,000 16,980,000 ------------------- »• 26,603,000

See accompanying notes to consolidated financial statements.



Consolidated Statem ent of 
C hanges in Financial Position
Wetterau Foods, Inc. and Consolidated Subsidiaries 
Fifty-two weeks ended April 1, , 972 and 
the fifty-three weeks ended April 3, 1971

Working capital provided:
1972 1971

Net earnings $ 5,001 000 4,381,000
Depreciation and amortization 1,924,000 1,693,000
Increase in deferred taxes on income 224 000 1 73,000

7,149 000 6,247,000
Less net earnings of unconsolidated finance subsidiary 383 000 303,000

Working capital provided from operations
Disposal of property, plant and equipment.

6,766 000 5,944,000

net of accumulated depreciation 746,000 985,000
Issuance of long-term debt
Issuance o f common stock for conversion o f

5 000 000

4'.% convertible subordinated debentures 567 000 190,000
Proceeds from stock options exercised 79 000 1 36,000
Sale of Merchants Investment Corporation 1 70.000
Other changes, net 3,000 106,000
Decrease in working capital 1,428,000

Working capital used:

$13,161 000 8,959,000

Increase in notes and accounts receivable deferred maturities
Increase m equity m trade notes sold to

60.000 219,000

unconsolidated finance subsidiary deferred 407 000 25,000
Additions to property, p lant and equipment 4,660,000 6,762,000
Reduction of long-term debt 446 000 321,000
Conversion of 4'.% convertible subordinated debentures 567 000 190,000
Cash dividends 1,527 000 1,442,000
Increase m working capital 5,494,000

Changes in working capital increase (decrease):
Current assets:

$13,161 000 8,959,000

Cash (2,737 000) 2,806,000
Marketable securities (1 18.000)
Receivables
Equity in trade notes sold to

2,220 000 (187,000)

unconsolidated finance subsidiary 68 000 (3,000)
Interim financing for retail store construction (807 000) 327,000
Advances to unconsolidated finance subsidiary (260,000) (341,000)
Merchandise inventories 754 000 2,885,000
Prepaid expenses

Current liabilities.
178 000 212,000

Notes payable to banks 4,300 000 (4,600.000)
Current m aturitiesof long term debt 14 000 314,000
Accounts payable 1,158 000 (2,776,000)
Dividends payable 350,000
Accrued expenses (80 000) < (212,000)
Taxes on income 686,000 (85.000)

Increase (decrease) in working capita l $ 5,494,000 ~  1 * 1 428,000)

See accompanying notes to consolidated financia l statements.



Notes To Conso lidated  
Financial Statem ents
Wetterau Foods, Inc. and Consolidated Subsidiaries 
April 1, 1972 and April 3, 1971

(1) Principles of Consolidation
The accompanying consolidated financia l statements 

include the accounts of the Company and a ll wholly 
owned subsidiaries except Wetterau Finance Co. All 
significant intercompany transactions have been elim  
mated in consolidation. Wetterau Finance Co is not 
consolidated but is carried a t equity in underlying net 
assets and separate financia l statements a re  included 
herein

(2) Property, Plant and Equipment

1972 1971

Property, p lant and equipment consist o f the fol-
low ing

1972 1971
Land $ 1,391 000 758 000
Buildings 12,384 000 10 361,000
Delivery equipment 5,849,000 4 947 000
Warehouse equipment 2 438 000 2,195,000
M anufacturing equipment 1 209 000 91 5 000
Furniture and fixtures 4 088.000 4 461 000
Leasehold improvements 956 000 1.045,000
Construction in progress 71,000 

$28 386 000
1 310,000 

25.992 000

7°o promissory note payable 
m quarterly installments 
of $10 000 through 1972, 
and $ 1 2,500 quarterly 
thereafter through
December 31. 1982 530 000

4'.°o convertible subordinated 
debentures, due July 31,
1980

Mortgage notes payable, at 
5'.-°o to 7°o interest rates, 
payable in varying
amounts through 1979 640 000

Other, at 4 ° 0 to 7°o interest 
rates, payable in varying 
amounts through 1978 349,000

8,153.000
Less current maturities 379.000

$7,774 000

570 000

567 000

752 000

457,000 
4,180 000

393,000 
3 787 000

Buildings and a ll equipment a re  depreciated on a 
strcnght-line basis over the estimated useful lives of the 
various classes o f assets. Leasehold improvements are 
amortized over the terms of the respective leases

(3) Taxes on Income
Deferred taxes on income result p rincipally from 

deducting depreciation allowances for tax purposes in 
amounts greater than the allowances determined on the 
strcnght-line depreciation method used for financial 
reporting purposes.

During 1972 the Company elected the flow  through 
method of accounting for the 7°o investment tax credit 
which reduced the current period's tax liab ility  by
$162,000

(4) Long Term Debt:
Long term debt is summarized as fo llows

1972 1971
8'.%  promissory notes, pay 

able m semiannual install 
ments of $300,000 begin 
ntng March 23, 1974 
through September 23,
1980. and $400,000 
semiannually
thereafter through
September 23. 1986 $5,000 000

5.'«% promissory notes, pay 
able m semiannual ins ta ll­
ments of $100*000 wdh 
fina l paym ent of £2'?4,000
on September 15. 1979 1,634,000 1,834,000

The aggregate amounts of long-term  debt m aturing 
in each of the four fiscal periods a fte r 1973 ore 1974

$708,000, 1975 $1 021 000 1976 $1,025,000
1977 $970 000

On September 23, 1971 the Company entered into 
a note agreement w ith tw o insurance companies which 
provided for unsecured borrow ings o f $9,000 000 In 
connection w ith the agreement, $5,000,000 was bor­
rowed in 1971 and the remaining $4.000 000 w ill be 
borrowed subsequent to October 15, 1972, but in no 
event later than December 15 1972. The agreement 
provides for an interest rate of 8 '.°o and a com m it­
ment fee of 1/2 o f 1% per annum on the unused por­
tion on the commitment.

On February 11 1972, holders of the 4 '.°o con
vertib le subordinated debentures were notified by the 
Company that the debentures would be called on 
March 24 1972. In connection therewith, the rem ain­
ing $405 000 principal am ount o f debentures were 
converted into 39,388 shares o f common stock

Certain loan agreements contain provisions which 
restrict the payment o f cash dividends and the p u r­
chase, redemption, or retirement o f capital stock Con­
solidated retained earnings not restricted under these 
provisions approximates $4 788 000 at April 1 . 1972. 
The loan agreements also contain restrictive provisions 
which, among other things, require the Company to 
m aintain certain m inimum amounts of working capital. 
Property, plant and equipm ent having a net carrying 
value of approxim ately $3,065,000 at April 1 1972,
is pledged as collateral under the m ortgage notes 
payable _ 8 7 8



Notes To C onso lidated  
Financial Statem ents (Continued)
Wetterau Foods, Inc. and Consolidated Subsidiaries

(5) Capital Stock:
On June 29 1971 the Company s authorized com 

mon stock was increased from 5,000 000 to 10,000.000 
shares In addition, on August 10, 1971, the Board of 
Directors declared a 3°o common stock dividend. A ll 
appropriate figures in the accompanying financia l 
statements and related notes have been ad|usted to 
reflect the stock dividend.

During 1971 4.912 common shares were issued and 
approxim ately 2 000 shares are issuable at A pril 1, 
1972, pursuant to the terms of an agreement relating 
to previously acquired companies. In addition, a m ax i­
mum of approxim ately 70 768 common shares are 
contingently issuable if defined net earnings o f the 
aforementioned companies exceed agreed upon levels 
for the two fiscal periods ending March 30 1974 The 
common shares ssuable at A pril 1 1972 have been
included in the computation o f prim ary earnings per 
share (note 7) and. when issued, w ill be reflected in the 
financial statements.

The Company is authorized to issue 590 000 shares 
of $5 par value preferred stock A ’ A pril 1 1972 none 
of this stock hod been issued.

(6 Stock Option Plans.
Under a qua lified  stock option p lan  adopted by the 

Company in 1965 certain o ff cers and key employees 
may purchase shares of common stock at prices equal 
to market value on the dates the options were granted. 
The options become exercisable m installments and ex­
pire five years from date of grant. Changes in options 
granted are summarized as fo llows

Shares
Average

price

Options outstanding
March 28, 1970 73,311 $14 16

Add (deduct) options
Granted 5,253 1 7 61
Exercised (16.459) 8 30
Cancelled (1.498 1 1.36

Options outstanding
April 3. 1971 60,607 16 30

Add (deduct) options
Granted
Exercised (4.816) 16.33
Cancelled (431) 16 02

Options outstanding
April 1, 1972 (of which 28,101 
shares are exercisable) 55.360 16.30

The stockholders approved a new stock option p lan 
on June 29 1 971, under which both q ua lified  and non­
q ua lified  options may be granted to officers and key 
employees to purchase an aggregate o f 128,750 shares 
o f common slock Q ualified options must be granted 
a t o price which is not fess than m arket value at date 
o f gran* and expire five years from  date of grant

Non-qualified options may be granted at a price which 
is not less than 75°c of the market value at date of 
grant and expire not more than ten years from date 
o f grant The extent to which options are exercisable 
during the option periods w ill be determined when the 
options are granted. At April 1, 1972 no options had 
been granted under the plan

(7) Earnings Per Share of Common Stock
Primary earnings per share are based on the 

weighted average number of common shares outstand­
ing during the respective periods, ad|usted to give 
effect to shares issuable to former stockholders of 
acquired companies based upon earnings performance 
(note 5). Common shares issuable under the Com­
pany s stock option plan (note 6) are not included in 
prim ary earnings per share as the dilutive effect is 
not material

Fully d ilu ted earnings per share are based on the 
assumption that conversion of a ll the 4 ‘.°o  convertible 
subordinated debentures had occurred at the begin­
ning o f each period and that those shares issued 
and issuable under the stock option plan had been 
exercised at the beginning of the respective periods 
w ith  the proceeds used to acquire treasury stock. 
Contingently issuable common shares (note 5) would 
not further reduce fu lly  diluted earnings per share.

(8) Contingent Liabilities and Commitments:
At A p ril 1 1 972, the Company is contingently liable 

as the endorser on notes signed by various retail cus­
tomers of a previously acquired company m the amount 
o f $95,000 In addition, the Company has guaranteed 
the co llectib ility of notes aggregating approximately 
SI 98 000 which are payable to a former subsidiary 
sold in November, 1970

The Company operates at a number of locations 
under lease agreements expiring at various dates to 
1991 The minimum annual rentals under these leases 
aggregate $598,000 plus taxes, insurance and mainte 
nance In addition, the Company leases premises and 
equipment which are subsequently subleased to cus­
tomers. The m aiority o f the leases and subleases have 
been assigned to the finance subsidiary. M inimum 
annual rentals required to l>e pa id  under the terms of 
the leases, which expire at various dates to 1991, 
aggregate approxim ate ly $3,425,000

The Company and its subsidiaries have pension 
plans covering substantially a ll employees Total ex 
pense o f the plans for 1972 was $538,000 ($448,000 
m 1971) which includes os to one of the plans, am or­
tization o f prior service costs over a th irty year period 
The Company s policy is to fund pension costs accrued.
The actuaria lly computed value o f vested benefits as of 
the latest va luation date exceeds the total pension 
funds by approxim ately $48,000

(9) Subsequent Event
On May 9. 1972 the Board o f Directors approved a 

25%  common stock split to be effective on August 22 
1972 Assuming the common stock split had takei 8 7 d  
place at the beginning of the respective periods, pri 
m ary earnings per share of common stock would have 
been $116  and $1 02 for 1972 and 1971, respectively



Ba lan ce  Sheet
Wetterau Finance Co.
April 1, 1972 and April 3, 1971

1972 1971

Assets

Cash $ 20,000 18,000

Notes receivable (including amounts 
maturing after one year) 12,112,000 7,989,000

Deductions:
Unearned finance charges
Funds withheld pending collection of receivables

2,528,000
1.200,000

1,335,000 
725,000

Total deductions 3,728,000 2,060,000

Notes receivable, net 8,384,000 5,929,000

Other assets 21,000 26,000

S 8 425 000 5,973,000

Liabilities and Stockholder's Equity

Notes payable to banks 6,000,000 3,675,000

Advances from parent 15,000 275,000

Accounts payable and accrued expenses 72,000 39,000

Taxes on income 67,000 96,000

Stockholder's equity:

Common stock 200,000 200,000

Additional paid-in capital 200,000 200,000

Retained earnings 1,871,000 1,488,000

Total stockholder's equity 2,271,000 1,888,000

$ 8,425,000 5,973,000

See accompanying notes to financia l statements L sso



Statem ent of Earnings a n d  
Retained Earnings
Wetterau Finance Co.
Fifty-two weeks ended April 1, 1972 and 
the fifty-three weeks ended April 3, 1971

Income:

Interest collected

Finance charges earned, net

Rental income, net

Deductions:

Interest

Operating expenses

Lease termination expense

Taxes on income

Net earnings

Retained earnings at beginning of period 

Sale of Merchants Investment Corporation 

Retained earnings at end of period

1972 1971

$ 161,000 165,000

762,000 546,000

233,000 226,000

1,156,000 937,000

286.000 311,000

55,000 36,000

65,000 —

367,000 287,000

773,000 634,000

383,000 303,000

1,488,000 1,050,000

1 35,000

$>,871,000 1,488,000

881
See accompanymg'notes to financia l statements.



Statem ent of C h a n g e s  in 
Financial Position
Wetterau Finance Co.
Fifty-two weeks ended April 1, 1972 and the 
fifty-three weeks ended April 3, 1971

1972 1971

Funds provided:
Funds provided from operations - net

earnings (exclusive of earnings of Merchants
Investment Corporation in 1971) $ 383000 297,000

Increase in notes payable to banks 2,325,000 975,000

Other changes, net 9,000

Funds used:

$2,717 000 1,272,000

Increase in notes receivable balances
Deduct:

4,123,000 1,096,000

Increase in unearned finance charges
Increase in funds withheld pending

1,193 000 316,000

collection of receivables 475,000 22,000
Funds invested in notes receivable 2,455,000 758,000

Reduction of long-term debt 32,000

Decrease in advances from parent 260 000 341,000

Increase in cash 2,000 10,000

Other changes, net 131,000
$2,717,000 1,272,000

See accompanying notes to financia l statements.



Notes to Financial Statem ents
Wetterau Finance Co.
April 1, 1972 and April 3. 1971

(1) Basts of Presentation
On November 30, 1970 Wetterau Foods, Inc., sold Merchants 

Investment Corporation (a finance subsidiary) which had previously 
been combined w ith  Wetterau Finance Co. for financia l statement 
presentation. The 1 971 statement of earnings includes the operations 
of Merchants Investment Corporation for the period p rio r to 
disposition; and the 1971 statement o f changes m financia l 
position reflects only the changes in the financia l position o f Wet 
terau Finance Co The interest income and net earnings a ttribu tab le  
to Merchants Investment Corporation included in the 1971 state­
ment of earnings to ta led $27 000 and $6 000, respectively

(2) Intercompany Transactions:
All notes receivable held by Wetterau Finance Co., representing 

indebtedness o f retail food stores and loans to stockholders of 
corporations operating retail food stores, were acquired from W et­
terau Foods, Inc. Substantially a ll o f the notes were purchased on 
a fu ll recourse basis and  provide for a guaranteed yield, which is 
currently 4% above the prime interest rate a t date of purchase. 
During 1972 W etterau Finance Co. received approxim ately $40,000 
of mterest income and $12,000 of add itiona l discount (unearned 
finance charges) from  Wetterau Foods, Inc. as a result o f this 
guaranteed yield. During 1971 these amounts were $25,000 and 
$20,000, respectively.

Since Wetterau Finance Co. has no adm in istrative  staff, a m an­
agement fee based upon collections o f note payments is charged 
to Wetterau Finance Co. by WeHerau Foods, Inc. In add ition , in ­
terest on advances a t the prime rate is also paid to Wetterau 
Foods, Inc. M anagem ent fees and interest on advances in 1972 
amounted to approx im ate ly  $35,000 and $10,000, respectively 
($28,000 and $21,000 respectively, in 1971)

(3) Commitments
Wetterau Finance Co. is obligated under terms of leases e x ­

p iring at various dates to 1991 w ith  m inimum annual rentals 
aggregating approxim ate ly $2,831,000 Annual income under 
terms of subleases exceeds rental payments.

During 19 72, the Company entered into a lease term ination 
agreement p rov id ing  for the cancellation of one lease upon 
payment of tw o  months rental and $60 000

883



Accountants' Report

PEAT MARWICK MITCHELL & CO. 
Certified Public Accountants 

720 Olive Street 
St Louis, Missouri 63101

The Stockholders and Board of Directors 

Wetterau Foods, Inc

We have examined the consolidated balance sheets of Wetterau 
foods, Inc., and consolidated subsidiaries as of April 1, 1972 and 
April 3, 1971 and the related statements of earnings, stockholders' 
equity, and changes in financial position fo r the respective fifty - 
two and fifty-three weeks then ended. Our exam ination was made 
in accordance w ith generally accepted auditing standards and ac­
cordingly included such tests of the accounting records and such 
other aud iting  procedures as we considered necessary m the c ir­
cumstances We made a sim ilar examination of the balance sheets 
of Wetterau Finance Co. as o f April 1 1972 and April 3 1971 and 
the related statements of earnings and retained earnings and 
changes in financial position for the respective fifty -tw o  and f if ty -  
three weeks then ended.

In our opinion, such financial statements present fa irly  (a) the 
financia l position of Wetterau Foods, Inc , and consolidated sub- 
tdiaries at April 1 1972 and April 3, 1971 and the results o f their
operations, changes in stockholders equity, and changes m 
financial position for the respective fifty -tw o  and fifty-three weeks 
then ended, and (b) the financial position of Wetterau Finance Co. a t 
April 1 1972 and April 3, ,971 and the results of its operations
and changes in financial position fo r the respective fifty -tw o  and 
fifty-three weeks then ended, in conformity w ith  generally accepted 
accounting principles applied on a consistent basis.

May 9, 1972 „ S 8  i
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he readers of our Annual 
'eport may wonder why 
\/e chose signs of the 
odictc as the artistic motif 

These signs were chosen 
o create interest in the 
ext of the report and to 
irovide a popular and ap 
iropriate illustrative  theme 

For example, Sagittarius 
unction is to render an ef- 
ective decision. There 
ore. it was used in con 
unction w ith  illustrations 
if members of our board 
if directors

Gemini, the twins, cover

a ll forms of communication. 
They are shown above the 
letter to shareholders, cer 
ta in ly  an important form 
of communication.

As you may have noted 
throughout the report we 
have been very bullish on 
Taurus. He is shown in a 
variety of roles: as the 
symbol of income or re­
w ard when used above 
the financial h ighlights 
on page 1; as the p ro ­
ducer when introducing 
our Foods Division section 
and again m connection

with our a ffilia tes on 
pages 10 and 11 Finally. 
Taurus reappears in mul 
tiple form in our 10 Year 
Financial Review on pages 
14 and 1 5, ascending in the 
same direction as our 
charts, this time as the 

sign of money 
Cancer is the sign of real 

estate to  tie in w ith an im ­
portant element in the 
operation of Wetterau 
Builders. Gemini reopperars 
as the sign of education 
to illustrate the Wetterau 
Education Institute Aries

is symbolic of the new, 
and illum inates the section 
on the a ffilia tes, Wetterau's 
newest o ffspring

As explained on the in­
side fron t cover the sun 
is used as the dom inant 
theme throughout the re 
port, as representative of 
the parent company and 
giving unity to its various 
divisions and subsidiaries.
It is also a v ita liz ing  factor, 
g iving life and warm th to 
the corporate structure as 
a whole
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Notice of Annual Meeting
The annual meeting of stockholders of 
Wetterau Foods, Inc., w ill be held at 
10 00 a.m. Tuesday, August 8 1972, 
at the company's executive offices 
8400 Pershall Road. Hazelwood 
Missouri.

tk. 886





THIS CASE MAY HAVE SOME OK A l. l. OF I HE FOLLOWING DEFECTS WHICH 
MAY BE QUESTIONABLE WHEN HEADING. IN SPECIAL PROBLEM AREAS, TH IS  

ROLL NOTE MAY BE REFILMED BEFORE THE DOCUMENT OH DOCUMENTS IN 

QUESTION.

1. PHOTOCOPY NOT CENTERED PROPERLY CHI I I NG OTT SOME Oh ID E  

INFORMATION.

2. DOCUMENTS ARE OF POOR L E G IB IL IT Y  AND MAY NOT PIIOIOGRAPH 

WELL.

3 . DOCUMENTS DAMAGED OR TORN BEFORE A R R IV IN G  I-OR F U M IN G .

4 . DOCUMENTS CONTAIN A D o ilB I E-COPY IM AGE, H IE  UNDERLYING 
IMAGE IS  IRKELEVENT TO THE READABLE lN IO E M A llO N .

5. OVERSIZED DOCUMENTS THAT COMPRISE TWO OR MORE FRAMES.

DOCUMENTS WITH CLUED INSERTS WHICH WERE OK COULD NOT BE REMOVED, INFORMATION MAY OR MAY N O l BE UNDER THE INSERT.6.
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To our Shareholders

The next annual meeting of 
stockholders of Wetterau Foods, 
Inc. will be held at the company's 
executive offices at 10:00 A.M., 
Tuesday, June 29, 1971. A formal 
notice of the meeting, w'ith proxy 
material, w ill be mailed to 
shareholders.

Wetterau Foods, Inc.
8400 Pershall Road
Hazelwood,
St. Louis County, Missouri
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O liver G. W etterau

Ted C Wetterau

Your company recorded significant growth during 
fiscal 1971. Sales rose 10.71 percent during the year 
to a record $ 172,229,000, compared with 
$136,211,000 in 1970

Net earnings increased from $ 1,893,000 in 1970 to 
$4,181,000 in fiscal 1971, a 12.51 percent increase This 
represents earnings of $1.32 per common share compared 
with $1.18 in 1970.

These advances in sales and earnings were due to 
increased volume in new and existing IGA and 
Red A White retail food stores as well as profits from our 
expanding affiliated operations.

During recent years Wetterau Foods. Inc has vigorously 
explored areas for mergers and acquisitions in industries 
related to present operations, such as our food divisions 
in Charleston, South Carolina and Keene, New 
Hampshire and affiliated operations such as Mohr Valu, 
Gateway Bakery, Monarch Printing Companv and 
Eighteen Sixty Nine, Inc. advertising agency.

However, during fiscal 1971 our attention shifted trom 
development ot new' properties to the development 
ot resources which w ill increase the profits of 
recent acquisitions.

For example, new quarters for housing our affiliates were 
secured, along with new equipment and trained 
personnel to facilitate future growth of these operations. 
Details of these developments are contained in the 
Facilities section of this annual report.

As these operations form a sound base for profitable 
future growth, renewed efforts can be made to obtain 
other profitable facilities in the future.

In this report much attention is focused on the expanding 
facilities of Wetterau Foods, Inc. However, this expansion 
is only possible because of talented people who have 
chosen careers with our company. Our growth is a 
testimony of their dedication as well as the sound 
counsel of our officers and board of directors.

Chairman of the Board

CL-
Ted C Wetterau 
President
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Results o f 
operations

Year ended
A pril 3, 1971

Year ended
March 28, 1970

Percent
Increase

Sales $372,229,000 3)6,211, (KM)

Earnings before 
income taxes 8,438,000 7.611 ,(MX) 10.87

Net earnings
As a percentage ot sales:

Eotal Company
W holesale Food Operations

4,381,(MM)

1.18%
.84%

3.893,000

1.16%
.86%

12.53

Per share of com m on stock
Primary earnings
Fully d ilu ted  earnings

1.32
1.29

1.18
1.15

1 1.57
12.27

Cash dividends to
common stockholders 1,442,000 1,440,000 —

Annual d iv idend rate— 
year end .44 44

Earnings reinvested 
in business 2,939,(MM) 2,582,000

Common shares
outstand ing—year end 3,335,(MM) 3,235,000

----- ----------------------------S S I



our sales dollars -1971

Five year comparisons
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To buv merchandise lor resale $339.996,(MX)

Io our employees

lo  government in torm of taxes 6  732 mm

To provide tor depreciation, rent, u tilit ie s  and other expenses 5,482,000

To provide tor growth and im proved earnings capa< itv 2,939,000

To stockholders: Dividends 1,442,(MX)

1971 1970 1969 1968 1967

Net Sales $372,229, (MM) 3 36.211,(MX) 301,186,000 261,816,000 226.686.0CX)
Net tam ings 4,381,000 3.89i.tMM) 3,398.000 2,950,(MM) 2,396,000

Primurv tam ings
Per Common Share 1.32 1.05 .95 79

Annual Cash D ividend Rate 
—Year 1 nd .44 44 .40 .35
Sto< k Dividends 2% 3%

L . r . E iu u -------------
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Introduction

Hazelvrood

From corpora te  Headquarters located in suburban 
St lou is , v\ etterau Foods, Inc adm in isters the 
o p e ra tio n s  o f its Foods D ivisions arid A ffilia te d  
Operations.

The Foods D iv is ions supply more than 400 IGA

New England as w e ll as 76 Red & W h ite  
supermarkets and 160 o the r independen tly -ow ned  
rood stores in  the southeastern U S

$350,000,000 from  nearly 650 stores in seven 
M idw estern  states three New England states 
and three states in the Southeast These divisions 
con tribu te  about 70 percent ot V\ etterau Foods

A ffilia ted  O perations inc lude  a bakery, finance

non-foods d iv is ion , several general merchandise 
discount stores, a co n tin u in g  educa tion  and 
tra in ing  program  and an advertis ing agency.

These a ffilia ted  businesses were first deve loped 
to provide the many services required by 
W etterau's food  retailers but have been 
expanded to  inc lude services for o ther clients.

Expansion h igh ligh ted  the progress o f the fou r 
m id western divisions du ring  fiscal 1971. The 
com pany's largest d iv is ion , HAZELW O O D, 
w h ich  serves 137 IGA Foodliners in Illino is  
and M issouri from  headquarters in suburban 
St. Louis, had fo u r new stores under construction  
during  the year. Seven stores were remo< o q c t
and the H aze lw ood warehouse was enlar^»4- ** 
w ith  9,500 square feet o f freezer space.





Bloomington The B LO O M IN G TO N  DIVISION also enjoyed 
considerable physical g row th du ring  fiscal 1971. 
Serving 98 IGA Foodliners in Indiana and 
Eastern Illino is, B loom ington presently has 
seven more stores e ither under construc tion  or 
on the draw ing board. Six stores were enlarged 
during  the year and B loom ington 's headquarters 
are undergoing considerable expansion at the 
present tim e Eight thousand square feet o f 
o ffice  space, 6,750 square feet of frozen food  
facilities, 1,940 square feet of dairy warehouse 
and 9,(XX) square feet of produce warehouse 
fac ilities  are being added to the B loom ington 
com plex.

Scott City At the SCOTT CITY DIVISION, w h ich  serves
61 IGA Foodliners in Illino is, Kentucky, Arkansas 
M issouri and Tennessee, seven new stores are 
e ither under construc tion  or in the p lann ing 
stage. Twelve rem odelings are underway or 
p lanned and the freezer space at Scott C ity 
was doub led  during  the year.

InTrbute Few men have con tribu ted  more to  the grow th  of W etterau 
Foods, Inc. than Ferlyn Prather. Mr. Prather retired A p ril 30, 1971 
as general manager o f the Scott C ity  D iv is ion after m ore than 
45 years of service w ith  the com pany. His leadership in this 
D iv is ion  during the past 37 years has earned h im  no t on ly the 
respect of his com pany, but the loya lty  o f scores o f IGA 
retailers and the friendsh ip  and adm ira tion  of countless 
colleagues in the grocery industry.
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Food Divisions
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The increasing num ber o f services required by 
the retailers supp lied  by W etterau Foods, Inc. 
has prom pted your com pany to  assume add itional 
responsib ilities in a ffilia te d  operations during 
the past decade. A lthough  subsidiary operations 
were ins titu ted  to serve the reta iler, effective 
m erchandising has enabled these operations to 
becom e pro fitab le  in o ther ways.

Non-Foods

Wetterau Builders, Inc.

For example, the N O N -FO O D S DIVISION was 
acquired in 1964 to  supply retailers more 
e ffec tive ly  w ith  a com ple te  inventory  of 
n o n -fo o d  items required in supermarkets.
Since then, Non-Foods has expanded its 
opera tions in to  the rieve lopm ent o f Disco 
M a rts -sm a ll d iscount centers w h ich  feature 
health and beauty aids. The success of this 
d iv is ion , located at Desloge, M issouri, Is evident 
in the fact that during  fiscal 1971 2,(XX) square 
feet o f o ffice  space was added and 2,300 
square feet o f existing o ffice  space was remodeled 
to  fac ilita te  the add itiona l volum e generated 
by Non-Foods.

n?

WETTERAU BUILDERS, INC. was established 
o rig ina lly  to expedite  construction  services to 
retailers tor new  stores and remodelings, as well 
as d iv is iona l warehouse expansion. However, 
since its form ation , WBI has constructed 
num erous o ther com m ercia l bu ild ings and 
several churches

In fiscal 1971, WBI bu ilt six new  IGA
Foodliners, a M ohr Valu Departm ent Store, 
tw o  store rem odelings, several offices, warehouse 
and freezer add itions, three com m ercia l 
bu ild ings  and four churches. Seventeen j
add ition a l projects are now underway »• - 911







Affiliated Operations
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Gateway Bakery I he new  115,000 square foo t bu ild ing  at
8840 Pershall Road acquired by your com pany 
during  the fiscal year w ill also house
GATEWAY BAKER) This subsidiary was 
acquired tw o  years ago to  im p lem ent the 
reta ile r's need fo r an in -store  bake-o ff program 
in c lud ing  frozen doughs, fin ished baked 
products, packaging and label program , 
tra in ing  school and fie ld  supervision.

In its new  fac ility , G ateway w ill have am ong 
the most m odern au tom atic  equ ipm ent in the 
bakery fie ld  to  not on ly  supply a ll W etterau
Foods D ivisions, but o ther grocery wholesalers 
in the M idw est and on the East Coast

Mohr Distributors, Inc. M O H R  DISTRIBUTORS, INC. also is headquartered 
at 8840 Pershall Road w ith  com ple te  o ffices 
and warehouse" facilities.

This d iv is ion  operates three M ohr Valu fam ily  
departm ent stores in M issouri and Illino is.
G round was broken recently  for tw o  new 
centers in Excelsior springs, M issouri and 
Carbondale, Illino is  com pris ing 80,(XX) square feet. 
Also, your com pany acquired G ibson Products 
Com pany o f Kennett, Mo., a 32,000 square-t'oot 
d iscount store. This store is scheduled to be 
renamed in the near fu tu re  and operated as a 
fa c ility  of M ohr D is tribu to rs , Inc.

1 his ta ll a new' M o h r Valu is scheduled to  of>en 
in R ichm ond, M issouri and negotia tions are 
presently underway fo r tw o  add itiona l centers

A* A by the  end or this fiscal year
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Eighteen Sixty Nine, Inc. W hen W etterau's sophisticated new com puter 
center was com ple ted  at 4(F Dunn Road, 
across from  staff headquarters, robm was also 
made for your company’s newest subsidiary, 
EIGHTEEN SIXTY NINE, INC. This advertising 
agency was established not only to provide 
greater creative services to r W etterau's retailers 
but also to develop advertising accounts in 
non-related fields. Besides perform ing creative 
chores for W etterau and several other IGA 
wholesalers, Eighteen Sixty Nine, Inc. clients 
include a national pub lish ing company, the

manufacturer, a meat packing com pany, a new 
line of convenience foods, a large retail 
hardware chain, petro leum , men's c lo th ing  
m anufacturer and several others.

Eighteen Sixty Nine is a tu il service agency 
provid ing com plete media research as well as 
prin t, radio and television concepts and 
production

Wetterau 
Education Institute

Closely related to the activities of all o f 
W etterau's operations is the WETTERAU 
EDUCATION INSTITUTE. This Institu te , w h ich 
enjoys national acclaim, not on ly trains people 
for a variety o f retail food store jobs but also

personnel on a divisional level. Last year m ore 
than 4,000 people attended 121 days o f specia lly 
programmed seminars sponsored by the 
ins titu te  Such programs ranged from 
checker baggei training in retail stores to 
p ro fit programs for non-food  items and even 
a series at seminars to enable stores to com ply 
w ith  new governm ent regulations for san ita tion.
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Ten Year Financial Review

(in thousands, except per share data)

N et sales
1971

$372,229
1970

336,211
1960

301,186
1968

261,816
1967

226.686
1966

205,099
1965

134,114
1964

119,962
1961

1 (8,994
1962
99,959

Incom e taxes 4,057 1,718 2,919 2,265 2,095 1,688 1.027 1,214 989 916

N et earnings 4,181 1,893 3.398 2,950 2,396 • 1.322 1,153 960 839

C ash d iv id en d s  paid 1,442 1,440 1,028 717 554 480 410 235 231
C om m on shares 

o u ts ta n d in g — 
sea r end 3,335 3,235 3.(85 2 959 2,935 2,861 2.277 2,257 2,252 2,250

Per com m on
sh are  data :

Primary earn ings 1.32 1.18 1.05 .95 .79 67 45 42 37

Fulls d ilu ted  
earn ings 1.29 1 15 1.01 .90 .74 66

A nnual d iv id en d  
r a te - v e a r  end .44 .44 .40 35 .27 11 08

1 All p o o lin g s  of in te rests  h av e  b e e n  in c lu d ed  trom  th e  b eg in n in g  o f th e  196b fiscal year, excep t figures for John R Figg, Inc., 
w h ich  have been  in c lu d ed  from  th e  b eg in n in g  of th e  1962 fiscal year

2 AH ap p ro p r ia te  figures have  b een  ad iu s ted  to  reflec t all stock  sp lits and  stock  d iv id en d s Earnings per share for 196b th ro u g h
1971 are b a se d  on  w e ig h te d  average n u m b er of shares o u ts ta n d in g  d u rin g  th e  respec tive  years. Earnings per share  to r 19b2 
th ro u g h  1965 are based  o n  shares o u ts ta n d in g  at th e  en d  o f each  year t* ** 0 *7 0



Wellerau Foods ln< and fnrtsn lkh ied  Subsidiaries

Consolidated Balance Sheet
April 1, 1<*l w ith  (nmparaiive hgure* pt at Marc h 28. I SCO

Assets
1971 1970

Current assets:

$ 4.299,000 1,49 J,(MX)

M arke tab le  securities at cost p lus accrued 
in te rest, w h ich  approxim ates m arket — 118,000

Accounts receivable, less a llow ance tor d o u b tfu l 
receivables o r 1>622,(XX) ($462,000 in  1970) 8,085,000 8,272,000

Equity in  trade notes sold to unconso lida ted  
tinance  subsidiary 255,000 258,000

In te rim  rin a n c in g  tor retail store cons truc tion 1,999,000 1,672,000

Advances to  unconso lida ted  tinance subsidiary 275,000 616,000

M erchand ise  inven tories, at the low er o t cost 
( t irs t-m , firs t-ou t) o r  replacem ent m arket 18,265,(MM) IS, W X X )

Prepaid expenses 623,(MM) 411,000

Total c urrent assets 33,801, (MX) 28,220,000

Notes and accounts re ce iva b le -d e te rre d  m aturities 659,000 440,000

Equitv m trade  notes so ld  to unconso lida ted  
tinani e subsidiary -d e te r red 470,(KM) 445,000

Investm ent in  unconso lida ted  finance subsid iary, 
at e q u ity  in underiv ing net assets 1,888, (MM) 1,755,(XX)

369,000 472,000

Property, p la n t and e qu ipm en t, at cost less accum ula ted 
d e p rec ia tio n  and am o rtiza tio n  o t $7,100,CO)
($6,240,000 in 1970) 18,892,000 l4,808,fXX)

O th e r assets 146,000 151,000

$56,225,000 46,291. (XX)

See iKcompanving notes to consolidated financial statements r



L ia b ilit ie s  a nd  S to c k h o ld e rs ' E qu ity
1971 1970

C urrent liab ilitie s :

Notes payable to  banks $ 4,600,000

Current m aturities  ot lo n g -te rm  d eb t 393,000 707,000

Accounts payable 18,083,000 15,307,000

D iv idends payable — 350,(XX)

Accrued expenses 886,000 674,000

faxes on incom e 1,040,000 9553300

1 otal ( urrent liabilities 25,002,000 17.993,(XX)

Deterred taxes on incom e1, due p rin c ip a lly  to  
accelerated dep re c ia tio n 833,000 660,000

Long-term  debt less cu rre n t m a tu rities 3,787,000 4,298,000

S tockho lders ' equ ity :

C om m on stock ot $1 par va lue per share A u thorized  
5,000,000 shares issued 3,335,425 shares 
<3,234,867 io 1970) 3,335,000 3,235,(XX)

A d d itio n a l pa id -in  ca p ita l 6,288,000 4.793,000

Retained earnings 16,980,000 15,312,000

lo ta i s tockho lde rs ' e q u ity 26,603,000 23,340,000

$56,225,000 46.291,000

t i  ■ . <  ■,: ■
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Wetterjiu Food*. Inc. and Consolidated Subsidiaries

Consolidated Statement of Earnings
Itttv-three weeks ended April J, W 1  with
comparative itgures lor the tittv-tw o weeks ended March 28, 1970

In c o m e :

N et sales

D iscoun t on purchases 

O th e r incom e, net

Net earnings o f unconso lida ted  finance 
subsid iary

C ost and  expenses:

Cost of goods sold

Selling, general and adm in is tra tive  expenses

D eprec ia tion  and am ortiza tion

Interest

Taxes on incom e in c lu d in g  $173,000 deferred, 
($250,000 m 1970)

N et ea rn ings

Per share o f com m on  stock:

Primary earnings 

Fully d ilu te d  earnings

See accompanying notes to consolidated financial statements

1971

$372,229,000

3,541,000

2,090,000

303,(KM)

378,163,(KM)

349,213,000 

18,356,(MM) 

1,693,000 

463,000

4,057,000

373,782,000 

$ 4,381,000

1.32

1.29

1970

336,211,000

2,957,000

2,092,000

206,000

341,466,000

316,758,000

15.411,000

I.388.IXXI

298,000

3,718,000

337,57X000

3,893,000

1.18 

’ I j 5 ~
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Consolidated Statement of Stockholders' Equity
t i l l l  three weehs ended April I, 1971 ■ •

Welterau Food*, Int, in ti Consolidated Subsidiaries

C o m m o n
stock

A d d it io n a l
p a id - in
c a p ita l

R eta ined
earn ings T o ta l

Balance at b e g in n in g  o l pe riod  as 
p rev ious ly  reported $3,178,000 4,762,(KM) 15,047,000 22,987,000

C om pany acqu ired  under p o o lin g  
o l in terests concep t 57,000 3 1,(XX) 265,000 353,000

Balance at beg inn ing  of pe riod  as 
restated 3,235,000 4,793,000 15,312,000 23,140JXX)

Add (deduc t)

Net earnings 4,181,(XX) 4,381,000

C onvers ion  ot $190,000 ot the 4*»% 
co n ve rtib le  subo rd ina ted  
deben tures in to  17,798 
com m on  shares 18,000 170,(XX) 188,(XX)

Stock o p tio n s  exercised 16,000 120,01X1 136,000

Issuance o t 3,132 com m on  shares 
based upon  the earnings 
pe rfo rm ance  o f a prev ious ly  
acqu ired  com pany 3,000 (3,000)

D iv idends:

Cash (1.442,000) (1,442,(XX))

2% C om m on  stock 63,000 1,208,000 (1,271,(XX))

Balance at end o f p e riod $3,335,000 6,288,000 16,980, (XX) 26,603,000

Set- accompanying notes 
to conwltdattil financial statements
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Consolidated Statement of Changes in Financial Position
Fifty -three weeks ended April 1, 1971 w ith
cna\p4t*1i>v figures lor the fifty -tw o weeks ended March 2M, I9"O

Wetterau Foods, Inc. and Consolidated Subsidiaries

1971 1970
W o rk ing  cap ita l w as p ro v id e d  Ia

1.893 (XX)N et earning"
lx  f senses no t fp q u in n g  <xitlav of w ork ing  cap ita l

$4, 101,000

D ep re c ia tio n  a n d  am ortiza tion t.693,(MM> i w .fx x i
in c rease  in d e te r re d  taxes on  in co m e 173,000 2S(M<X>

6,247,000 k su .d o i!
le s s  ne t earn ing" o t u n c o n so lid a te d  tin an c t subsid iary .103,000 206.000

From o p era tio n " 5,944,000 5 .325 000
D e c re a se  in n o te s  find a< co u n ts  r e c e iv a b le -d e te r re d  m atu rities — 181.(XX)
D ecrease  »n advance" io u n c o n so lid a te d  n n a n u  "ubsid<ar\ - 1,6 35X100
D isposal of p ro p e rty . p lan t and eq u ip m en t 985,(MM> 675,000
Net in< reave tn lo n g  term  d eb t — 216,000
C onversion  o f convertib le  su b o rd in a te d  d e b t m u res 190,000 58 i3XX)
P roceeds from  sto ck  o p tio n s  exercised 1 16, (MM) ’ 7,000
Sale of M erch an ts  Investm en t C o rpora tion 170,000
O th e r, n e t 81.000

$7,506,000 8,890 0fll)

W orking  cap ita l w as u sed  lor:
Increase  m n o te s  and  accoun t"  re ce iv ab le—d e fe rre d  m atu rities 119,000
P urchase  of p ro p e rty , p lan t and  e q u ip m e n t 6,762,(MM) 3 ,7H 0W
Net d e c re a se  in lo n g -te rm  d eb t
Issuance  of c o m m b n  slock tor. con v ers io n  of 4'»% ( o n verfib le

321,000

su b o rd in a te d  d e b e n tu re s 190,000 581,000
Purchase- of t r e a s o n  stock — 89 IfMX)
< is h  d iv id en d s  * 1,442,(MM) ij  it , t A )
O th e r , n e t - 37,000

0,934,000 8,646,000
Increase  (d e c re a s c ^ in  w ork ing  capital (1,428,0001 24-^lXU

$7,506,(MM) 3,8‘l0,0m

C hanges in w ork ing  cap ita l—in crease  (decrease*)
C urren t assets.

C ash 2,806,000 (537,(XX))
A ccoun ts rece ivab le (187,(MM)) 1.748, (MM3
Interim  financ ing  for retail " lo re  c o n stru c tio n 327,000 1,070,000
M erchandise? inven to ries 2,005,(MM) 1 ,0b9,< XX)
A dvances to  u n co n so lid a ted  finance subsid ia ry

C urren t liab ilities
(341,000) (1.449 (XX))

N o tes p ay ab le  to  banks (4,600,000) 2,055,(XX)
C urren t m a tu ritie s  of long -term  d eb t 314,000 (382/XX))
A ccounts p ayab le  an d  accrued  expenses (2,900,000) (3.467,000)

O th e r  cu rre n t assets an d  liabilities, net 15b,lMM) 137.<XK)

Increase (d ec rease ) in w ork ing  cap ita l $(1,428,000) 244,000

$M> «<.(<impartvmg notes co consohdaied financial statements ’’



Wetterau Foods, Inc and (onsolidatrd Subsidiaries

Notes to Consolidated Financial Statements
April J, W t

(I) Principles of C onso lida tion

The d ikom pdnv ing  consu l i<1<ted tinanc tai s ta tem en ts  
m< lude the . i n o u n b  o( all wholly o w n e d  subsid iaries 
excep t W ette rau  F inance < o  Ml s ig m tu a n t in te rco m p an v  
transactions have b een  e lim in a ted  m < o n so b d a tio n  Cer 

the  1971 p re se n ta tio n
D uring 1971 th e  C om panv acqu ired  G ibson  P roducts 

Com panx o t K ennett v tissour w hich  has b een  a cco u n ted  
to» as a p o o lin g  ot in terests  I he |97(> financial s ta te ­
m ents h as t been  res ta ted  (th e  e ttc c t ot w h ich  is not 
sigmtic ant) to  in c lu d e  th e  acco u n ts  of th e  com pany  w hich  
w as acq u ired  in exchange  for 57 143 shares o f com m on  
stock

O n  N ovem ber 30. 1970 th e  C om pany so ld  M erchan ts 
Investm ent C o rpo ra tion  a  n n an ce  subsidiary The e f te tt

Properts. planl and equipment at April 3 >9'i is state d

$ 758,000
Buildings 10,36).(XXI
D elivery eq u ip m en t 4,947.'XX)
W arehouse  eq u ip m en t 2,195,000
fu rn itu re  and  fix tures 5.376.CXX)
Lease h o  1 d i rnp rovem e n  t s l,045,(XX)
C onstrue t ion in p rogress 1 310 (XX)

$25,992,(XX'

are  depreciates)
straight h n e  hast* Over th e  estim a ted  u sefu l lives of th e

am ortized  over th t term s of th» o -sp e rtiv e  leases 

(3 )  Long Term  D e b t
Follow ing ire particu lars ot th e  long  term  d eb t less

sem ian n u a l insta llm en ts ot 
$100 000, w ith final pavrnent or 
$234 000 o n  S ep tem ber 15 1979

4’»% ( 'onvettlbh  su b o rd in a ted
d eb e n tu re s  due |ufv l l  l9fi(>

” o promissory note payable in 
quaderix installments m >10.(100 
through OectMwbec JI 1972, and 
‘s i2.5iX) quarterly the reader 
until Dc'crnbr i >1 1982

5C>$. m ortgage n o te , payable in m on th ly  
installm ent* o f $7,9f2 inc lud ing  
principal add in terest w ith final 
pavrnent on N ovem ber I 1979 
sec u red  bv land  and bu ild ings w ith 
an u n d e p re c ia te d  cost ot $2,7B4,(XX>

4*’ prom issory notes, payable  in 
annual in sta llm en ts o t $„’<)(XX‘l 
th ro u g h  S ep tem ber 15, l ^ ’ j  
annual installm ents <>t $40,01*0 
S ep tem ber 15. '973 th ro u g h  
S ep tem ber 15, 1978 w ith Final 
p ay m en t of $60,001) on  
S ep tem ber 15 1977

( >!(,< i at to 7% m tei e s t ra te s  p as a b le  
m varying am o u n ts  th ro u g h  1975

510 (XJti

59COOO

240,000

22t.(X«) 
Si 787900

The 4%% co n v e rtib le  su b o rd in a te d  d e b e n tu re s  are  < on- 
xc rb b le  at any tim e prior to  m atu rity  unles*- p reviously  
red eem ed , in to  com m on sto< k o t th e  C om pany at $10 58 
per share, sub jec t to  ad ju s tm en t u n d e r  ce rta in  co n d itio n s 
kt 'S.pnl 3 o r i ,  53 592 shares of co m m o n  stock were* re 

served  tor eb rtversion  ot th ese  d e b e n tu re s  The d e b e n tu re s  
are red eem ab le  at th e  op tio n  ot th e  C om pany

The long-term  d e b t ag re e m e n ts  co n ta in  provisions re 
s tr id in g  am ong  o th e i th ings th e  paym ent ot cash  div< 
d en d s  and th e  redem ptron  ot cap ita l stock C o n so lid a ted  
re ta in ed  earn ings no t res tric ted  u n d er th e se  p rov isions 
approx im ates $6529,000 at April i ,  1971

x . 926



W rttrrjuj Foods. Inc. and Consolidated Subsidiaries

Notes to Consolidated Financial Statements (continued)

(4) C apital Stock

at i o m panvm g  tman< ral statem ent*' and  re la ted  n o te s  have 
b een  ad ju s te d  to  r e t ie d  th e  d iv idend

D uring 1971, $.112 corn tnon  shares w ere issued  p u r ­
suant to  th t• term s o t an ag reem en t re lating  to  a previously 
acqu ired  com pany w hich p rov ided  tor a m axim um  o t 
"ii. L’ sh a le ' to  b e  issued it d e fin e d  ea rn in g s  exceed  
ag reed -u p o n  levels tor each  o t the six m on ths and tou r 
fiscal pe rio d s en d in g  Marc h 10 I9~4 Based u p o n  earn ings

matelx 4,900 co m m o n  shares are issuable The issuable1 
co m m o n  shares have  b een  in c lu d ed  m the c o m p u ta tio n  
o l primary earn ings per share (n o te  5) an d  will b e  re flec ted  
in the* tmanc iat s ta tem en ts  w hen  issued.

The C om pany is au th o rized  to  issue 590,000 shares of 
•* i par value p re te rre d  stock At April J 1971, p o n e  o f th is

U nder a stock o p tio n  p lan  a d o p te d  by th e  C om pany 
in 1965 o p tio n s  mac be g ran ted  to  officers and  key em  
p iovees to pure have  shares o t co m m o n  stock ol th e  C oin- 
pans at price* e q u a l to m arket value on  the d a te s  th e  
o p tio n s  are g ran ted  The o p tio n s  b e c o m e  ex erc isab le  in 
in sta llm en ts and expire fixe w a rs  from  d a te  o l grant

served for o p tio n s  g ran ted  arc sum m arized  as follow s

Shares
Average

price
u n d e r

o p tio n

O p tio n s  o u ts ta n d in g  at 
beg inn ing  o t pencxJ $14 58

O p tio n s  g ran ted $,100

O p tio n s  exert ised 8 50 | l»),459f

II (1,498)

O p tio n s  o u ts tan d in g  at en d  of 
p e rio d  (ot w h ich  19858

(5) fa rm n g s Per Share of C om m on Stock
Pnmarv earn ings per share  are  based o n  the* w e ig h ted

th e  respective  penocfs a d ju s te d  to  give effect to  shares 
issuable to  fo rm er s to ck h o ld e rs  of an acq u ired  com pany

issuable un d er th e  t om panx  s stoc k o p tio n  p lan  (note? t) 
are not in c lu d ed  in primary earn ings per share* as th e

Fully d ilu ted  earn ings p e r sh are  are based  o n  th e  a s ­
su m p tio n  tha t th e  4'#% convertib le su b o rd in a ted  d e b e n ­
ture* o u ts ta n d in g  at th e  e n d  ot th e  respective  p e rio d s  h ad  
b een  co n v e rted  in to  com m on  stock  at th e  b eg in n in g  of

op tion  p lan  at th e  e n d  ot th e  respec live p e rio d s  h ad  b een  
exert ised  w ith  th e  pro< ec*ds u sed  to  a< q u ire  treasury stock 
< o n h n g en tly  issuab le  c o m m o n  shares (n o te  4) w o u ld  next 
further red u ce  tullx d ilu te d  earn ings per share

(b) C o n t in g e n t l ia b i l i t ie s  and C o m m itm e n ts
At April 1 1971 ,i c o n so lid a te d  subsidiary of th e  C o m ­

pany is < on tm gen tlx  I tab le  as th e  e n d o rse r o n  n o te s  signed  
by various retail cu sto m ers in th e  am oun t ot $107,000 In 
ad d itio n , the  C om pany  has g u a ran teed  th e  co llectib ility  
o t n o te s  aggregating  approxim ately  $240,000 w hich  are 
payab le  to  the? finance  subsidiary so ld  d u rin g  1971 (note* I)

The ( om panx o p e ra te s  at a n u m b er of lex at io n s  u n d er 
least* a g re e m e n ts  expiring  at various d a te -  tu 1*189 I h e  
m in im um  annual ren ta ls  under th ese  leases aggregatx- 
S^idOOP plus taxes, in su ra n ce , an d  m ain ten an ce . In a d d i­
tion . th e  C om pany leases p rem ise s  and eq u ip m e n t w hich 
are su b seq u en tly  su b leased  to  c u sto m ers Ih e  m ajority  ol 
th e  leases  have b een  assigned  to  th e  finance subsid iary

agg rega te  approxim ately  $2,998,000
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Wetterau finanre Co.

Balance Sheet
April J, 197J w ith comparative figure* as at March 28. 1970

Assets
Cash

M arke tab le  securities

N otes receivable ( in c lu d in g  am oun ts  m aturing  
after one year)

D educ tions :

U nearned finance  charges

fu n d s  w ith h e ld  p end in g  c o lle c tio n  o f receivables 

A llo w a n ce  fo r d o u b tfu l no tes

Total ded u c tio n s  

Notes rece ivab le , net

O th e r assets

L ia b ilit ie s  and  S to c k h o ld e r 's  E qu ity

Notes payab le  to  banks

Advancers from  parent

A ccounts payable and accrued expenses 

Taxes on  incom e 

Long-term  debt 

S tockho lde r's  equ ity :

C om m on stock 

A d d itio n a l pa id -in  cap ita l 

Retained earnings

Total s tockho lde r's  equ ity

Set1 acco m p an y in g  n o tes  to  financial sta tem en ts .

1971 1970

$ 18,000 18,000

— 209,(XX)

7,989,000 7310,000

1335,000 1,020,000

725,000 703,000

- 18,000

2,O(»0,0O0 1,741,000

5,929,000 5,569,000

26,000 28,000

$5,973,000 5,824,000

3,675,000 2,700,(XX)

275,000 616,000

39,(KM) 200.000

96,000 71,000

— 482,(KM)

200,(KM) 230,000

200,000 475,000

1,488,(KM) 1,050,000

1,888,000 1,755,OCX)

$5,973,000 5,824,(XX)
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Wetterau Finance Co.

Statement of Earnings and
Fifty-three week* ended April 1, 1971 w ith S -'
(ompatatike figure* tor the tilty -tw o  weeks ended March 2h, 1970

Retained Earnings

In c o m e :

Interest co lle c ted  

fin a n ce  (barges earned net 

Rental tntom f? net

D e d u c tio n s :

Interest expense 

O the r ope ra ting  expenses 

Taxes on incom e

M et e a rn in g s

Retained earn ings at b e g in n in g  o f pe riod  

Sale of M erchants  inves tm en t C o rp o ra tio n  

Retained earn ings at end  o f pe riod

1971 1970

$ 165,000 126

546,000 445,000

226,000 181,a x i

937,000 752#QQ

311,000 299,000

36,000 37,(XX)

287,000 J IIH M !

634,000 546,000

303,000 206,000

1,050,000 844,000

135,000

$1,488,000 1,050,000

t
i
i  — 929

See accom pany  mg n o te s  to  ttnanc  »al s ta tem en ts .



Wctlerau Finance Co.

Statement of Chances in Financial Position
Fifty-'hr*** wr-ek* ended April 1. W O  with
( o m p j . i lh f  ligure* tw  the fHty-two week* ended March 28, l<TO

Hind'* p rov ided ;

Net earnings (exclusive of earnings of M ertban ls 
Investm ent Corporation m 1971)

Increase in notes payable 

Decrease in cash

funds  used;

Increase in notes re< e n a b le . net 

R eduction  o f long-term  d eb t

Increase »n cash 

O ther, net

1970

■

2700,000

144,000 

3050,(XX)

192,000

32,000

2726000

100,000

£050,000

930
C ' . 0

Sec a c to m p an v in p  n o te s  to  financial M atrnrunb



Wetterau Finance Co.

Notes to Financial Statements
April 1,

O n  N ovem ber JO 1970 W e tte rau  Foods. Inc sold  Mer 
ch a n ts  Investm ent C o rp o ra tio n  (a fin an ce  su b s id ia ry  
w hich  had  previously b e e n  co m b in ed  w ith  W ette rau  
F inance Co tor financ ial s ta tem en t p re se n ta tio n  The 1970 
ba lance  sh ee t s ta tem en t o t earn in g s an d  s ta tem en t of 
c hanges in financial p osition  reflec t th e  co m b in e d  acco u n ts  
ot th e  tw o  finance subsid iaries The 1971 sta tem en t of 
earn ings inc ludes th e  o p e ra tio n s  ot M erch an ts  Investm ent 
C o rpora tion  for th e  p e rio d  prior to  d isposition , and the 
1971 s ta tem en t o t changes in financial p o s itio n  reflects 
only th e  ch an g es in the financial p o s itio n  o f W ette rau  
F inance ( o  fhe interest in co m e  an d  n e t ea rn ings a ttrib ­
u ta b le  to  M erchan ts Investm ent C o rp o ra tio n  fpt th e  re ­
spective periods w ere  as follow 's

1971 1970

Interest incom e1 $27.Otto 4 l,(XX)

N et earn ings $ 6,000 11 ,OfX)

C ertain  1970 accoun ts  have  b een  rec lassified  to  c o n ­
form  to  th e  1971 p re se n ta tio n

(2) C om m itm en ts
W ette rau  Finance Co is ob lig a ted  u n d e r term s of 

leases expiring  at various d a te s  to  199I w ith  m inim um  
annualrental$aggregatingapproxim ately$2.2bo.O O O  Annual 
incom e u n d er term s ot sub leases exceeds ren ta l paym ents.
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Accountants' Report

The 8oard  o t D irectors and  S tockholders

W ette rau  Foods, Inc

W e have ex am in ed  th e  c o n so lid a ted  balance  sheet of W ette rau  Foods, Inc., 
an d  co n so lid a ted  subsid iaries as of April 3, 19? 1 and  th e  re la ted  
s ta tem en ts  o t earnings, sto ck h o ld e rs ' equ ity , an d  ch an g es in financial 
p osition  lo r th e  fifty -th ree  w eeks th e n  e n d e d  O ur ex am in a tio n  w as m ade 
in acco rdan t e  w ith  generally  accep ted  au d itin g  standards, and  accord ing ly  
in c lu d ed  such  tests  ot th e  acco u n tin g  records and such  o th e r  aud iting  
p ro ced u re s  as w e  co n sid e red  necessary in  th e  c m u m s ta n c e s  W e m ade  a 
sim ilar exam in a tio n  ot th e  b a lan c e  sheet o t W e tte rau  fin a n c e  C o as 
of April 3, 1971 an d  th e  re la ted  s ta tem en t of earn ings and re ta in ed  
earn ings an d  th e  s ta tem en t of changes in financial position  for th e  
fifty -th ree  w eeks th e n  e n d e d

In o u r o p in ion , such  tm an cia l s ta tem en ts  p resen t fairly (a) th e  financial
position  o t W ette rau  Foods, Inc., an d  c o n so lid a ted  subsid iaries at
April 3. ,971 and  th e  resu lts of th e ir o p era tio n s, ch an g es m stockho lders '
equ ity , an d  ch an g es in financial position  tor th e  fifty -th ree  w eeks then  e n d ed ,
an d  (b , th e  linancial p osition  of W e tte rau  f in a n c e  C o at April .3, 1971
an d  th e  resu lts  o f  its o p e ra tio n s  for the fifty-three* w eeks th en  e n d e d
all in conform ity  w ith  generallv  a c c e p te d  acco u n tin g  p rincip les app lied  on
a basis co n sis ten t w ith  th a t ot th e  p reced ing  fifty -tw o w eek  period.
Also in o u r o p in ion , th e  accom pany ing  s ta tem en t o t changes in financial 
position  o f W ette rau  f in a n c e  Co for th e  tifty -th ree  w eeks e n d e d  
April 3, 1 9 -1 p resen ts  tairly th e  in fo rm ation  set fo rth  th e re in

. . .  332
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W ETTERAU IN C .
8 4 0 0  P E R S H A L L  R O A D  ■  H A Z E L W O O D ,  M I S S O U R I  6 3 0 4 2

May 2 , 1 9 7 4

M r .  H u g e r  S i n k l e r
S i n k l e r ,  G ib b s ,  S im m o n s  G e u r a r d
12 P r i o l e a u  S t r e e t
C h a r l e s t o n ,  S o u th  C a r o l i n a  2 9 4 0 2

D e a r  M r .  S i n k l e r :

E n c l o s e d  a r e  tw o  c o p i e s  o f  W e t t e r a u 's  a n n u a l  r e p o r t s  f o r  th e  l a s t  
t h r e e  y e a r s ,  t o g e t h e r  w i th  tw o  c o p i e s  o f  th e  i n t e r i m  s t a t e m e n t s  w h ic h  h a v e  
b e e n  p u b l i s h e d  s i n c e  t h e  l a t e s t  a n n u a l  r e p o r t .

P e a t ,  M a r w ic k ,  M i t c h e l l  & C o . h a s  n o t c o m p l e t e d  th e  e x a m i n a t i o n  
o f  o u r  f i n a n c i a l  s t a t e m e n t s  f o r  th e  y e a r  e n d e d  M a r c h  3 0 , 1 9 7 4 , a n d  t h e r e f o r e  
w e  a r e  u n a b le  to  t e l l  y o u  w h a t  th e  r e s u l t s  w e r e  f o r  f i s c a l  1 9 7 4 . 1 b e l i e v e  I
c a n  s a y  w i th o u t  f e a r  o f  c o n t r a d i c t i o n ,  t h a t  wze  s e e  n o  m a j o r  o b s t a c l e  to  th e  
c o n t i n u a t i o n  o f  th e  t r e n d  o f  s a l e s  a n d  e a r n i n g s  e x h i b i t e d  in  t h e  e n c l o s e d  
i n t e r i m  r e p o r t  f o r  th e  n in e  m o n t h s  e n d e d  D e c e m b e r  2 9 , 1 9 7 3 .

D u r i n g  th e  p a s t  t e n  y e a r s  e n d e d  M a r c h  3 1 , 1 9 7 3 , c a s h  d i v i d e n d s
h a v e  b e e n  p a id  to  o u r  s t o c k h o l d e r s  
e a r n i n g s  r e p o r t e d .  D u r in g  th e  y e a  
h a v e  m a i n t a i n e d  a p p r o x i m a t e l y  th e  
t h e  p r e v i o u s  t e n  y e a r s .

B o b  S c h n e i d e r  a n d  1 w i l l  b e  
c o m m e n t s  o n  th e  p r o p o s e d  l e a s e .

e q u a l  to  a p p r o x i m a t e l y  31%  o f  th e  n e t  
r  e n d e d  M a r c h  3 1 , 1 9 7 4 , c a s h  d i v i d e n d s  
s a m e  r e l a t i o n s h i p  to  n e t  e a r n i n g s  a s  f o r

in  t o u c h  w i th  y o u  s h o r t l y  to  d i s c u s s  o u r

t

J A R :D S

E n c l o s u r e s

c c : M r .  R . J .  S c h n e i d e r
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M ay 2 , 1 9 7 4

M r. H u g e r  S i n k l e r
S i n k l e r ,  G i b b s ,  S im m o n s  G e u r a r d
12 P r i o l e a u  S t r e e t
C h a r l e s t o n ,  S o u th  C a r o l i n a  2 9 4 0 2

D e a r  M r .  S i n k l e r :

E n c l o s e d  a r e  tw o  c o p i e s  o f  W e t t e r a u 's  a n n u a l  r e p o r t s  f o r  t h e  l a s t
t h r e e  y e a r s ,  t o g e t h e r  w i th  tw o  c o p i e s  o f  th e  i n t e r i m  s t a t e m e n t s  w h ic h  h a v e  
b e e n  p u b l i s h e d  s i n c e  th e  l a t e s t  a n n u a l  r e p o r t .

P e a t ,  M a r w ic k ,  M i t c h e l l  & C o . h a s  n o t c o m p l e t e d  th e  e x a m i n a t i o n  
o f  o u r  f i n a n c i a l  s t a t e m e n t s  f o r  th e  y e a r  e n d e d  M a r c h  3 0 , 1 9 7 4 , a n d  t h e r e f o r e  
w e  a r e  u n a b l e  to  t e l l  y o u  w h a t  th e  r e s u l t s  w e r e  f o r  f i s c a l  1 9 7 4 . 1 b e l i e v e  I
c a n  s a y  w i th o u t  f e a r  o f  c o n t r a d i c t i o n ,  t h a t  w e  s e e  no  m a j o r  o b s t a c l e  to  th e  
c o n t i n u a t i o n  o f  th e  t r e n d  o f  s a l e s  a n d  e a r n i n g s  e x h i b i t e d  in  th e  e n c l o s e d  
i n t e r i m  r e p o r t  f o r  th e  n in e  m o n th s  e n d e d  D e c e m b e r  2 9 , 1 9 7 3 .

D u r i n g  th e  p a s t  t e n  y e a r s  e n d e d  M a r c h  3 1 , 1 9 7 3 , c a s h  d i v i d e n d s
h a v e  b e e n  p a id  to  o u r  s t o c k h o l d e r s  e q u a l  to  a p p r o x i m a t e l y  31%  o f  th e  n e t  
e a r n i n g s  r e p o r t e d .  D u r in g  th e  y e a r  e n d e d  M a r c h  3 1 , 1 9 7 4 , c a s h  d i v i d e n d s  
h a v e  m a i n t a i n e d  a p p r o x i m a t e l y  th e  s a m e  r e l a t i o n s h i p  to  n e t  e a r n i n g s  a s  f o r  
t h e  p r e v i o u s  t e n  y e a r s .

B o b  S c h n e i d e r  a n d  I w i l l  b e  in  to u c h  w ith  y o u  s h o r t l y  to  d i s c u s s  o u r  
c o m m e n t s  o n  th e  p r o p o s e d  l e a s e .

/ ------------------------------ "  • •
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Summary of Consolidated Income 
and Dividends on Common Stock

(unaudited)

to our shareholders:

HAZEL* ST LOUIS COUNTY. MO

Income

Net sales
Discount on purchases 
Other income 
Net earnings o f unconsolicioted Hr

Costs and expenses
Costs o f goods sold 
Selling, general and adm inistrative 
Depreciation and amortization 
Interest
Federal and state taxes an «r

Net earnings

Dividends ~  common stock

Primary earnings per common share 

Fully d ilu ted earnings per common share

Weighted average common shares outstar dmg

MOTE Prior y«ar figures have been restated to include the 
to reflect a 25% stock dividend effective August I . '

fatty (Muted earnings per common share are based r n the 
converted into common shares

13 weeks ended June 39, 1973

June 30, 1973
$137,570,000 

1,182,000
838,000

iia ry  ___143,000
139,533,000

J u ly  X . L?Z2 

$113,472,000
1,081,000

516,000
J J9 .Q Q 0

115,208,000

119,256,000
6,684,000

635,000
228,000

_JJ13<OOQ
128,016,000

1,517,000

406,718
_____ .34
„ .. ... .33
4,514,887

106.396 000 
5.480,000 

529.000 
170,000

_ „L ? 6 8 ,0 0 0

± l£ § 4 3 J 0 p

£ - X 3 » j , 000 

1. 385,508

I__ _ ,3Q
£ _______ JO

_  1,496,696

tan of 8,-Gn Markets, Inc as a pooling of interests and

assump’ wn that all exercisable stock options had been

Sales tor the f irs t 1 1 weeks ended lone 10 
1973, were $127 >70 000 which was a 
12 42%  increase over the f irs t quarter a 
year ago

Net earnings tor the f irs t quarter amounted 
to $1.517 000 for aga in  of 11 15% over 
the same period a year earlie r

Per share earnings tor the f irs t quarter 
were 14 versus 30 a year ago up 10 71% 
Prior year figures have been restated to 
re flect the 25%  stock d ividend e ffective  
August 1 1972 and to include the acquisi 
tion o f Bi Go Markets Inc as a pooling 
of in terests

During the f irs t quarter 12 new super 
m arkets were added and 7 were remodeled 
Of the new stores being served 7 are in 
areas not form erly developed by our 
company and 5 replaced existing  stores

A 61.000 square toot add ition to the Mexico 
d iv is ion d is tribu tion  center has been 
com pleted during the quarte r This doubles 
the size of the division s perishable operation 
and enables it to reach maximum 
service levels



At our Non-Foods operation. Desloge. Mo., 
work has begun on an expansion which 
will add 39.000 square feet to the existing 
60.000 square foot warehouse This addition 
will relieve crowded conditions and enable 
the unit to accomodate its steadily 
increasing sales volume

A similar expansion is taking place at the 
Mohr Distributors warehouse. 8840 
Pershall Road. Hazelwood. Mo., to increase 
the available space from 75.000 to 155.000 
square feet About 40% of the 
foundation construction is completed on 
that project

Foundation work for the new distribution 
center at Charleston, S.C.. is 90% 
complete It is expected to be in operation 
by February 15.1974.

Sincerely.

13
week
report

Oliver G Wetterau 
Chairman of the Board

TedC Wetterau 
President



During the second quarter seven new 
supermarkets were added and six were 
remodeled. Eleven new stores, including two 
new Mohr Value Centers, and five remodels 
were under construction during the quarter 
lust ended. Ten new stores and 15 remodels 
are on the drawing board, including two new 
Mohr Value Centers. The store development 
activity reported above does not include that 
of the Greenville division which was acquired 
during the last month of the quarter

Scheduled for occupancy in February. 1974. 
is a new 15.000 square-foot office building 
at the Greenville Ky.. division. A warehouse 
expansion of 63.000 square feet is also due 
to be completed at Greenville in the third 
fiscal quarter The new warehouse at 
Charleston. S. C.. is also scheduled to be 
occupied in February. 1974. Construction was 
continued during the quarter on an expansion 
of 39,000 square feet at the Non-Foods 
distribution center at Desloge. Mo., as well 
as on an 80.000^square-foot addition at the 
Mohr Distributors' warehouse in 
Hazelwood. Mo.

Oliver G Wetterau 
Chairman of the Board

Ted C Wetterau 
President

w
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uietterau
inc.

HAZELWOOD, ST. IOUISCOUNTY. MO.

Summary of Consolidated Income 
and Dividends on Common Stock 

(unaudited)
to our shareholders:

13 weeks ended 26 weeks ended

1/29/73 9/30/72 9/29/73 9/30/72

Income

$151,627,000 $129,228,000 Net sales $295,155,000 $257,095,000

1,475,000 1,302.000 Oiscount on purchases 2,842,000 2.556,000

902,000 688.000 Other income 1.582.000 1,246.000

Net earnings of unco isolidated
180.000 102.000 finance subsidiary 323,000 241.000

154.184,000 131.320,000 299.902.000 261.138.000

Costs and expenses

142,084.000 121,329.000 Cost of goods sold 276.448.000 241.268,000

Seiling, general and
7,609,000 6,261,000 admmsitrative expanses 14.910.000 12,392.000

683.000 601.000 Depreciation and amcrtization 1,355,000 1,190.000

412.000 185,000 Interest 641,000 374.000

1,553.000 1,327,000 Federal and state ta x-s on income 2,990,000 2,767,000

152.341 000 129,703,000 296,344,000 257.991,000

$ 1,843.000 $ 1.617 000 Net earnings $ 3.558,000 $ 3,147,000

$ 514.000 $ 390.000 Dividends —  common s ock $ 921,000 $ 776,000

1 36 $ .32 Primary earnings per common share $ 69 $ 61

$ 36 $ .31 Fully diluted earnings p»-r common share $_______ 80 $ 61

5,134,889 5.118.191 Weighted average comn on shares outstanding 5,134 889 5,118,191

MOTE Prior year figures have been restated to include the acquisition of &  Go Markets, Inc. and J. Zinsmeister Co. as 
a pooling of interests and to reflect a 4 %  stock dividend e le c tiv e  August 31.1973.

Fully diluted earnings per common share are based or the assunptw n that all exercisable stock options had 
been converted into common shares.

We are pleased to report record highs in 
sales and earnings for the 26 weeks ended 
September 29. 1973

For the first fiscal six months sales were 
$295,155,000. compared to S257.095.000 
a year earlier for a gain of 14 80% Net 
earnings for the half were $3,558,000 versus 
$3,147,000 a year ago for an increase of 
13.06% Per share earnings for the 26 week 
period were 69' compared to 61 for the 
comparable period

For the 13 week period |ust ended Wetterau Inc 
had net sales of $151,627,000. compared to 
$129.228000 for the year earlier period This 
was a gain of 17 13% Net earnings tor the 
second quarter were $1 843.000 versus 
$1 617.000 for the same period a year ago. 
which was a 13.98% gam Per share 
earnings for the quarter were 36 
compared with 32 a year earlier

Prior year figures have been restated to 
reflect a 4% stock dividend paid August 31. 
1973. and the acquisition of Bi Go Markets.
Inc and the J. Zinsmeister Co as a pooling 
of interests.

938 Continued



In the third quarter of fiscal 1974. six supermarkets 
were added and five were remodeled Four of 
the new stores were in areas not previously 
served by our company

In addition, new Mohr Value Centers were opened 
in October at Marion. III., and in November at 
Macomb, III. Two of our Mohr Distributors 
subsidiaries acquired six Carps Super Stores 
located at Flat River Rolla, Cape Girardeau and 
Kirksville. Mo., and Jacksonville and Mount 
Vernon. III., during the past quarter.

Thirty six new or remodeled supermarkets are under 
construction or are on the drawing board and are 
scheduled tor completion over the next 12 
months. Mohr Value plans call for the opening 
of three new stores each year

39
week
report

As a priority user our company w ill receive 100% 
of current requirements for propane, butane 
motor gasoline and middle distillate fuel, 
under revised Federal Energy Office Petroleum and 
Price Regulations which took effect January 15. 1974.

Respectfully,

Z r V C

Ted C. Wetterau 
President



to  ou r sha reho lde rs :

Wetter an Inc Ha/elwond Nl-i achieved new 
records in sales and ►■arnmgs for >he Third fiscal 
Quarter and the 39 weeks ended December 29 1973

For the 13 weeks |ust ended betterau had net 
sales of $159 866 000 compared to $1 35,153.000 
for the same period a year earlier This was 
an increase of 18.29percent

Net earnings tor the quarter were Si 911 000 
versus $1.6/0.000 for the comparable period a 
year ago This represented a gam in earnings

Primary earnings per common share amounted 
to 37 tor the quarter compared with 33 a year 
earlier which was a 14 Q1 pet ent rise

For the first three quarters of Wetteuu s fiscal 
year sales were $455,021,000 up 16 percent 
over sales of $392,247 000 tor the same 39 week 
period a year ago. Nine month net earnings were 
$5 469.000 compared to $4 817 000 a year ago, 
which was a use of 13.53 percent. Per share 
earnings for the tu st three quarters were $1 06 
versus 94 for the ike period a year earlier 
up 13 11 percent.

Wetterau Inc :s in *s 44th year ot consecutive 
sales increases and is first among all publicly 
held companies in that category It is second 
among publicly held companies with earnings 
increases for 20 years or more with nearly 37 
consecutive years f Js reported by the
JuhnS H-t -ij jktAA sFastest
Growing Companies.
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2 . DOCUMENTS ARE OF POOR L E G IB IL IT Y  AND MAY NOT PHOTOGRAPH WELL.
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ANNUAL MEETING
The next annual meeting of shareholders of Wetterau Foods Inc will be 
held at the Wetterau Industries building 8920 Pershall Road Hazelwood 
Missouri at 10 00 A M . Tuesday August 14 1973 A formal notice of the 
meeting with proxy materials will be mailed to shareholders.

Wetterau Foods, Inc. •  8400 Pershall Road • Hazelwood, Missouri 63042
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A now name has been selected for your company-Wetterau Inc 
For some lime management has considered the need for a corporate 
identification which reflects the company s changing role from a 
wholesaler of grocery supplies to a multi-faceted merchandising 
group providing independent retail food stores with complete 
marketing services as well as food products

The new corporate name will be submitted for approval at the next 
meeting of shareholders on August 14 1973
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A now name has been selected for your company Wetferau Inc 
For some time management hasconsidered the need for a corporate 
identification which reflects the company s changing role from a 
wholesaler of grocery supplies to a multi-faceted merchandising 
group providing independent retail food stores with complete 
marketing services as well as food products

The new corporate name will be submitted for approval at the next 
mooting of shareholders on August 14 1973
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- Year ended Year ended Percent
Results of operations March 31, 1973 April 1, 1972 Increase

Sales .•...................................................... $459,380,000 405 851.000 13 19
Earnings before income taxes 9,716,000 8946.000 861
Net earnings 5,609,000 5.001.000 12 16
Percent earned on sales 1.22% 1 23%
Per share of common stock

Primary earnings 1.28 1 15 10 56
Fully diluted earnings 1.27 1 14 10 84

Cash dividends to common
stockholders 1,567,000 1.527.000

Annual dividend rate-year end .36 35
Earnings reinvested in business 4,042,000 3474 000
Common shares outstanding—^ear end 4,396,000 4 375.000
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J Year ended Year ended Percent
r
i Results of operations March 31, 1973 April 1, 1972 Increase
1

Sales $459,380,000 405 851.000 13 19
1 . Earnings before income taxes 9,716,000 8 946.000 861

i Net earnings 5,609,000 5 001.000 12 16
1 Percent earned on sales 122% 1 23%
1 Per share of common stock

Primary earnings 1.28 1 15 10 56
1
J Fully diluted earnings 1.27 1 14 10 84
1
( Cash dividends to common
I stockholders 1,567,000 1.527.000
1 Annual dividend rate year end 36 35
1 Earnings reinvested in business 4,042,000 3 4 74 000
{ Common shares outstanding -  year end 4,396.000 4 375 000
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WETTERAU FOOD SERVICES
Bloomington Indiana 

Charleston. South Carolina 

Hazelwood. Missouri 

Holbrook
Keene. New Hampshire 

Mexico. Missouri 

Scott City. Missouri

WETTERAU INDUSTRIES
Mohr Distributors Inc 

Wetterau Transport 
Wetterau Builders. Inc 
Non Foods Desloge 

Non Foods—Charleston 
Gateway Bakery 

Monarch Printing Company. Inc 
Creative Management Institute 

Eighteen Sixty Nine. Inc
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WETTERAU FOOD SERVICES
Bloom inqton Indiana 

Charleston South Carolina

Hazelwood M issouri 

H o lb rook
Keene New Hampshire 

Mexico M issouri 

Scott City Missouri

WETTERAU INDUSTRIES
Mohr D istributors Inc 

W etterau Transport 
W etterau Builders. Inc 
Non Foods Desloge 

Non Foods Charleston 
Gateway Bakery 

Monarch Printing Company Inc 
Creative M anagem ent Institu te  

E ighteen Sixty N ine Inc
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TO OUR SHAREHOLDERS
The management of your company is pleased to report that substantial 
increases in sales and earnings were recorded during fiscal 1973

Sales rose 1319 percent to a new high of $459 380.000 compared to 
$405,851,000 last year

Net earnings increased from $5,001,000 in fiscal 1972 to $5,609,000 for 
fiscal 1973—a 12 16 percent gam

Corporate growth during the past year provides ample evidence that sales 
of $1 billion can be regarded as a realistic goal by 1980 How this Horizon 
One Billion can be achieved is the theme of this annual report

To facilitate this growth toward $1 billion in sales, management has been 
realigned and two major operating groups established—within Wetterau 
Inc — Wetterau Food Services and Wetterau Industries.

Wetterau Inc has always appreciated and promoted the philosophy of equal 
employment opportunity in a safe and healthy working environment We 
have established policies to guide us in keeping these programs updated 
and meaningful
In transmitting this report to shareholders, we wish to acknowledge the 
dedicated efforts of our employees and executive staff and the sound 
counsel of the members of our board of directors and the cooperation of 
our independent retailers

Respectfully.

Oliver G Wetterau. Chairman Ted C Wetterau. President



Top administrative responsibilities at Wetterau Inc are guided by Ted 
Wetterau president and chief executive officer (left), and Oliver G Wetterau. 
chairman of the board This year marks the 104th anniversary of the company



In the retail food business, the term resetting 
a store means to arrange items in an existing 
food store in a manner which will create greater 
sales and improve profits

During fiscal 1973 the management of your 
company initiated a corporate plan to reset 
for the billion dollar market

This plan calls for the arrangement of corpo­
rate responsibilities which will provide optimum 
resources and management skills to achieve 
$1 billion in sales by the end of this decade

How realistic this plan is can be illustrated 
simply During the past 10 years sales have 
grown 15 percent per year Fiscal 1973 sales 
in excess of $459 million—with the addition 
of sales of the J Zmsmeister Company of $57 
million —if compounded at a modest 10 per­
cent rate—will reach $1 billion by 1980 (see 
chart on facing page) Greater sales growth or 
additional sales from acquisitions will enable 
Wetterau Inc to reach the $1 billion plateau 
sooner

In 1931 total company sales were $ 1.599.000 
Since 1930 we have had a total sales volume 
of 3 6 b illion  In the last 10 years —1964 
through 1973—we have recorded $2 8 billion 
in sales or 78 percent of the total volume done 
in the last 43 year span In the last 5 years our 
sales have totaled approximately $1 9 billion 
or 52 percent of the total Over the last 10

years sales have grown at 15 percent com­
pound rate
In Forbes 25th Annual Report on American 
Industry (January 1973) comparisons are made 
in certain key areas for some 700 companies 
over a five year period ended in September 
1972 The Forbes report credits Wetterau with 
a 14 9 percent compound growth rate in sales, 
which places Wetterau first among several of 
its more prominent contemporaries 
Earnings growth has kept pace with sales 
growth and over the past five fiscal years 
Wetterau earnings per share grew at an annual 
compound rate of 11 7 percent The Forbes 
report, on a different basis, rated Wetterau s 
growth in earnings per share at 12 1 percent. 
132nd among some 700 companies 
Wetterau Inc has not neglected return on 
equity and return on total capital The Forbes 
report rates Wetterau 78th among 768 com­
panies with a five year average return on 
equity of 18 3 percent Forbes ranks Wetterau 
63rd with a five year average return on total 
capital of 15 6 percent This latter comparison 
corroborates the findings of the First National 
Bank of Chicago which show that Wetterau is 
covering fixed charges five times compared to 
a very acceptable 216 times for this industry 
This simply means that Wetterau is relatively 
unleveraged and could carry considerably 
more debt especially if the company can find 
profitable ways to employ it

r
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COMPOUND AT 10% GROWTH RATE PER YEAR TO 1980
This chart illustrates how Wetterau Inc sales—with the addition of J Zinsmeister 
Company—if compounded at a 10 percent increase per year—will reach $1 pillion 
by 1980
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Wetterau Food Services supplies food products to 573 retail food 
stores—457 IGA Foodliners in the Midwest and New England and 
72 Red and White supermarkets and 44 unaffiliated food stores in 
the southeastern United States
The Food Services provides independent retailers with sales and 
merchandising aids and a full line of accounting business and 
insurance services Financing programs for equipping and remodel­
ing retail stores are administered by Wetterau Finance Company 
and are regarded as unique in the supermarket industry These 
services are provided to independent retailers in 14 states from six 
strategica lly located food div is ions W etterau Food Services 
accounts for 91 percent of total corporate sales
Wetterau Inc has approximately 2 million square feet of warehouse 
space and operates a fleet of 189 tractors and 270 semi-trailers 
These facilities offer a solid base for expansion During fiscal 1973. 
the populous metropolitan areas of Kansas City and Memphis be­
came prime areas for growth
The Kansas City market is part of a 14 county trading area located 
in Missouri which will be served by the Food Services Mexico 
Division A 61 000 square foot addition to warehouse space in

* J 5 . )



This new 250 000 square fool warehouse will serve 72 Red & White Food Stores 
in the Company s Charleston Division The new facility w ill be on e  of the most effic ient 
in the Southeast

Mexico will double the size of the produce frozen food and dairy 
departments and accommodate this expanded area
In 1971 the Scott City Division enlarged its produce warehouse 
space by 50 percent Such expansion will assist that division in 
meeting the needs of a developing 15-county territory in Mississippi 
The opening of an IGA Foodlmer in Southaven Mississippi a 
suburb of Memphis marked the beginning of vigorous expansion 
plans for IGA in this area in Tennessee and Mississippi



The acquisition of new territory in northern Vermont from another 
IGA distributor increases the marketing area of the Holbrook Division 
to include the entire state of Vermont with the exception of Essex 
County A 41 000 square foot warehouse addition recently com­
pleted will assist greatly in serving this new trading area
The most notable example of expansion throughout the company s 
Food Services group was in Charleston where ground was broken 
last January for a modern distribution center



A realignment ol top management responsibilities was made during fiscal 1973 to 
accommodate the formation of Wetterau Food Services Oliver J Cleveland right 
formerly a first vice president of Wetterau Foods Inc was named executive vice 
president Paul A Cox became first vice president of the Food Services Division 
He had been vice president and general manager of the Hazelwood Division

This new 250 000 square foot facility will be completed within a 
year to serve Red & White supermarkets in the states of North 
Carolina South Carolina and Georgia Additional market expansion 
m these territories will take place in the important Savannah and 
Augusta metropolitan areas At present Red & White supermarkets 
account for 32 percent of the food sales in the m etropolitan 
Charleston area
In addition to development of new stores in existing territories 
opportunities arise on occasion for increased sales and profits 
through acquisition On February 13 1973 Wetterau Inc entered 
into an agreement in principle to acquire substantially all of the 
outstanding stock of the J Zmsmeister Company in Greenville 
Kentucky Sales of this company for the year ended December 31



1972 were S57 million Consummation of this acquisition will in­
crease Wetterau sales to well over the $500 million mark in the 
coming year
J Zinsmeister Company presently serves 85 IGA supermarkets in 
Kentucky Indiana and Tennessee and has been a member of the 
Independent Grocers Alliance since 1953 The distribution center 
is currently undergoing a 77 000 square foot enlargement to give 
the facility a total of some 222.000 square feet
Acquisitions such as these which offer sound growth in sales and 
earnings as well as compatible management skills will continue to 
interest Wetterau Inc -  and by the end of this decade greatly en­
hance the realization of

HORIZON ONE BILLION

9 5 0
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Robert K Crutsinger center was named executive v ice president of Wetterau Inc 
in charge of Wetterau Industries He was formerly firs t vice president of Wetterau 
Foods Inc Appointed as first vice presidents of W etterau Industries were Richard 
C Nieman Jr left and Gordon Ellis Mr Nieman was formerly assistant to the vice 
president and Mr Ellis was formerly executive vice president and chief operating 
officer of Interstate Brands Corporation of Kansas City

Wetterau Industries provides independent retailers with those 
collateral products and services necessary to conduct supermarket 
operations for example Non Foods supplies health and beauty 
aids housewares and school supplies Monarch Printing produces 
circulars food labels and other promotional materials. Eighteen 
Sixty Nine. Inc creates advertising themes for radio television and 
print and Gateway Bakery provides finished bakery products and 
frozen doughs for bake-off m retail stores and conducts training 
programs for m-store bakeries
Wetterau Industries also has developed or acquired sate llite  
businesses whose operations utilize warehousing transportation 
and marketing methods similar to those used by the parent company 
and which offer the independent IGA and Red & White retailer 
a stronger position in the marketplace

963
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Lett Three-quarters of a million handbills roll oft Monarch Pnnhnq Company's presses 
each week to help enhance retailers sales
Right Delicious finished baked goods such as these are produced by Gateway Bakery 
tor distribution to Wetterau s retailers Many outside accounts also are supplied by 
Gateway

Several years ago Mohr Distributors, Inc., operators of three dis­
count department stores, was acquired Today there are 10 stores 
most of them located in close proximity to IGA retail food stores 
Each one benefits from the others location To accommodate this 
growth 80 000 square feet of warehouse space is being added to 
Mohrs facilities this year
Wetterau Transport was established during fiscal 1973 to satisfy 
the growing need for quick service between suppliers and the Foods 
Services divisions For example corn-fed beef from the Midwest 
is speeded to Red & White retailers in the southeastern U S to en­
hance meat sales in those stores, the transports returning with 
concentrated frozen orange tuice from Florida By the end of fiscal

i '  in;:
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Top Mohr Value Stores are frequently located adiacent to retail food stores tor com 
plete family shopping convenience The food store and the discount department 
store both benefit from the other s location
Lower Wefferau Trans/>orf will have eight tractor trailer rigs such as this in operation 
by the end of fiscal , 974

1974 there will be eight tractor trailer rigs in operation
Wetterau Builders. Inc. was established to construct new retail food 
stores and division warehouse facilities However its operations 
have expanded to include construction of churches commercial 
buildings and shopping centers Forty building projects are slated 
for completion by WBI during fiscal 1974
Seven years ago Wetterau Education Institute was formed to pro­
vide training services for retail store employees and Wetterau per­
sonnel Now recognized as one of the outstanding training programs 
in the country the Institute will broaden its services to include 
clients throughout the supermarket industry and general retail- 
oriented businesses

y b J



Top Besides construction ot commercial buildings kVefferao Builders Inc is one 
o< the leading builders ot churches in the central United States
Lower Retail store employees learn a variety ot s k ills - fro m  checking and bagging 
groceries to maintaining a profitable frozen food section —in C M Is seminar programs

To facilitate this expansion the name Creative Management 
Institute has been selected to identify them as they develop broader 
responsibilities in the coming year
One of the most unique features of CMI s program in the coming 
year will be a mobile unit completely eauipped with audio-visual 
equipment and other teaching aids large enough to tram retail 
employees at store locations
Most of the Wetterau Industries are headquartered in warehouse 
and office facilities located at 8840 and 8920 Pershall Road in 
St Louis County near the corporate headquarters building Eighteen 
Sixty Nine Inc presently occupies space at 407 Dunn Road across 
from corporate headquarters Non Foods is located in Desloge

I



Missouri where a 39.000 square foot warehouse expansion is under­
way to facilitate steadily increasing sales A new Non Foods dis­
tribution center was opened during fiscal 1973 in Charleston. S C 
to supply Red & White food stores as well as other retail businesses 
in that area
The progress of Wetterau Industries in recent years provides great 
expectations for the future Although combined sales from these 
divisions total only 9 percent of overall corporate sales, the Industries 
account for 27 percent of corporate profits Wetterau Finance Co. 
is no longer considered an industry operation
The parent company s long range goal for this group is to achieve 
earnings parity with Wetterau Food Services Wetterau Industries 
committment to this goal—along with Wetterau Food Services 
program of steady expansion—are ample evidence that Wetterau 
Inc is on a realistic course to attain HORIZON ONE BILLION by 
the year 1980 It is not unrealistic to assume this goal can be reached 
at an even earlier date
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DIRECTORS
Oliver G Wetterau Ted C. Wetterau
Oliver J. Cleveland Charles L. Cockelreas

Robert K Crutsinger Gene K. Davis
Gordon Ellis Karl A. Hill

Milton F Lewis Clinton H Poertner
Ferlyn Prather Jerome A Rueft
Stanley Simon Leonard V. Waldron

EXECUTIVE COMMITTEE
Oliver G Wetterau 

Ted C. Wetterau 
Charles L. Cockelreas 

Ferlyn Prather 
Jerome A Rueft

INMEMORIAM
Charles E Drewett, J r , first vice president 
and a member of the board of directors, died 
unexpectedly on Friday, January 26. 1973 of 
a heart attack at the age of 52
Charlie jo ined W etterau in 1958 as store 
engineer and was promoted to director of 
reta il developm ent in 1967 He became 
administrative assistant to the executive vice 
president two years later and advanced to first 
vice president in 1970 and was elected a 
director in 1971
We remember Charlie as a man with a keen 
sense of humor whose contributions toward 
the growth of this company are countless 
We have truly lost a good friend

l .



OFFICERS
Oliver G. Wetterau

Chairman of the Board
Ted C. Wetterau

President

Oliver J. Cleveland
Executive Vice President

Wayne H Davis
Financial First Vice President

Gordon Ellis
First Vice President
Jerome A Rueff

Vice President and Treasurer
Lawrence C Hild
Assistant Secretary
Melville O. Hampe

Vice President
Richard C. Malecek

Vice President
William R Miller

Vice President
Clifton J. Roberts

Vice President
H Wallace Truelock

Vice President

Robert K. Crutsinger
Executive Vice President

Paul A Cox
First Vice President

Richard C. Nieman, Jr.
First Vice President

Robert J. Schneider
Vice President and Secretary

Robert E. Beckermann
Vice President

William D. Holley
Vice President

James A. McConnell
Vice President

Joseph A. Pollard
Vice President

Van D. Spurgeon
Vice President

Leonard V. Waldron
Vice President

Dll/ISION /MAN/IGERS
Leonard V. Waldron

General Manager, Bloomington Division
Joseph A. Pollard

General Manager, Charleston Division
William E Williams

General Manager. Hazelwood Division
James A McConnell

General Manager. Holbrook Division
William D Holley

General Manager Mexico Division
William R. Miller

General Manager. Scott City Division
Clifton J. Roberts

General Manager. Non Foods Division (Desloge)
Jerl K Salmon

General Manager. Non Foods Division (Charleston)
Robert L.

General Manager. Wetterau Transport Division

Thomas R. Crabtree
General Manager, Eighteen Sixty Nine, Inc

Donald M. Pieper
General Manager. Gateway Bakery Division

Irving Brin
President. Mohr Distributors. Inc

Norman Kessler
Vice President, Mohr Distributors. Inc

Robert J. Livingston
General Manager, Monarch Printing Co

Van D Spurgeon
General Manager. Creative Management Institute

Kenneth V. Evans
General Manager. Wetterau Builders. Inc

Lawrence C. Hild
Vice President. Wetterau Finance Co

Hawkins
96b

<»*e



Company financial operations are headed by Wayne H Davis financial firs, vice 
president second from right, Heading up key financial and information systems 
are let, to right) Robert F Harris controller of Wetterau Food Services John C 
Hembrovk controller of Wetterau Industries Richard C Malecek director of data 
processing and Jerome A Rueff treasurer of Wetterau Inc

Development of Wetterau Food Services and Wetterau Industries as major divisions 
of Wetterau Inc necessitated a realignment of responsibilities for the financial 
administration of the company Wayne H Davis formerly vice president was named 
financial first vice president Robert F Harris formerly controller of the Charleston 
Division was named vice president and controller of Wetterau Food Services John C 
Hembrow formerly controller of several of the company s affiliated operations was 
named vice president and controller of Wetterau Industries
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Wetterau Foods, Inc. and Consolidated Subsidiaries

TEN YEAR FINANCIAL REVIEW
(In thousands except tor per share data)

1973 1972 1971 1970 1969 1968 1967 1966 1965 1964-...' """ —
Net sales $459,380 405.851 372,229 336 211 301,186 261.316 226.686 205,099 134,114 119.962
Income taxes 4,107 3.945 4.057 3.718 2,939 2,265 2.095 1.688 1.027 1,214
Net earnings 5,609 5.001 4 381 3.893 3.398 2,950 2,396 1.969 1.322 1,153
Cash dividends paid 1,567 1.527 1.442 1.440 1.028 873 737 554 480 410
Common shares

outstanding—
year end 4,396 4.375 4.294 4,246 4,167 4,017 3,997 3.960 3,423 3,354

Per common share
data

Primary earnings 1 28 1 15 1 02 91 .81 .74 62 .52 .40 .35
Fully diluted earnings 1.27 114 1 00 89 .78 .74 .57 .51 — —
Annual dividend rate

—year end .36 .35 .35 35 .32 .28 25 .22 .14 .10

1 All poolings of interests have been included from the beginning of the 1966 fiscal year

2 All appropriate figures have been adjusted to reflect all stock splits and stock dividends Earnings per share for 
1966 through 1973 are based on weighted average number of shares outstanding during the respective years 
Earnings per share for 1964 and 1965 are based on shares outstanding at the end of each year.

Sales Growth Net Earnings Earnings Per Share
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Wetterau Foods, Inc. and Consolidated Subsidiaries

CONSOLIDATED STATEMENT 
OF EARNINGS
Fifty-two week periods ended March 31, 1973 and April 1, 1972

INCOME:
Net sales ..........................................................................
Discount on purchases......................................................

Other income, net..............................................................
Net earnings of unconsolidated finance subsidiary . .

1973

$459,380,000
4,494,000

2,806,000
547,000

467,227,000

1972

405,851,000
3.891.000
2,680.000

383.000

412,805,000

COST AND EXPENSES:
Cost of goods so ld ................................................................ 430,836,000 381.123.000

Selling, general and administrative exp en ses .............. 23,485,000 20,156.000

Depreciation and amortization.................................. 2,380,000 1.924.000

Interest ............................................................................ 810,000 656,000

Taxes on income including $290,000 deferred
($224,000 in 1972) ........................................................ 4,107,000

461,618,000

3.945,000

407,804,000

NET EARNINGS $ 5,609,000 5,001.000

Per share of common stock:
Primary earnings $1 28 115______

Fully diluted earnings f $i.2ty73 1.14

See accompanying notes to consolidated financial statements



Wetterau Foods, Inc. and Consolidated Subsidiaries

CONSOLIDATED BALANCE SHEEf
March 31, 1973 and April 1, 1972

1973 1972

ASSETS
Current assets:

Cash $ 1,532,000 1,562 000
Receivables, less allowance for doubtful accounts

Of $572,000 ($489,000 in 1972)...................................... 12,529,000 10.305.000

Equity in trade notes sold to unconsolidated 
finance subsidiary.............................................................. 275,000 323,000

Interim financing for retail store construction.................. 1,033,000 1,192.000
Advances to unconsolidated finance subsidiary 418,000 15,000
Merchandise inventories, at the lower of cost 

(first-in, first-out) or replacement market........................ 24,986,000 19,019,000
Prepaid expenses 989,000 801,000

Total current assets .................................................. 41,762,000 33.217,000

Notes and accounts receivable—deferred maturities 791,000 719,000

Equity in trade notes sold to unconsolidated finance 
subsidiary—deferred 950,000 877.000

Investment in unconsolidated finance subsidiary 2,818,000 2,271,000
Other investments, at cost ........................................................ 323,000 409.000
Property, plant and equipment, at cost less

accumulated depreciation and amortization
Of $8,183,000 ($7,504,000 in 1972).............................. 24,785,000 20.882.000

Other assets 130,000 95.000

$ 71,559,000 58.470.000

See accompanying notes to consolidated financial statements
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1973 1972

LIABILITIES AND STOCKHOLDERS EQUITY

Current liabilities:

Notes payable to banks $ 3,300,000 300,000

Current maturities of long-term debt................................ 708,000 379.000

Accounts payable 22,907,000 16,925.000

Accrued expenses 1,048,000 966,000

Taxes on income 325,000 484,000

Total current liabilities 28,288,000 19.054.000

Deferred taxes on income 1,217,000 927.000

Long-term debt, less current maturities 7,066,000 7,774.000

Stockholders equity:

Common stock of $1 par value per share
Authorized 10.000,000 shares, issued
4.396,202 shares (4 374.887 in 1972)............................ 4,396,000 4.375.000

Additional paid-in capital .................................................. 8,661,000 8.451.000

Retained earnings 21,931,000 17.889.000

Total stockholders equity 34,988,000 30.715.000

$ 71,559,000 58 470.000

------------- & b ---------------



Wetterau Foods, Inc. and Consolidated Subsidiaries

CONSOLIDATED STATEMENT OF 
STOCKHOLDERS' EQUITY
Fifty-two week periods ended March 31, 1973 and April 1, 1972

Common
stock

Additional
paid-in
capital

Retained
earnings Total

Fifty-two week period ended March 31,1973
Balance at beginning of period $4,375,000 8.451.000 17 889.000 30.715,000

Net earnings — — 5.609 000 5,609.000

Stock options exercised 19.000 212,000 — 231.000

Issuance of 2,038 common shares 
based upon the earnings performance 
of previously acquired companies . . . 2.000 (2,000)

Cash dividends—$ 36 per share — — (1.567,000) (1.567.000)

Balance at end of period $4,396,000 8.661.000 21,931.000 34.988.000

Fifty-two week period ended April 1, 1972
Balance at beginning of period, as 

previously reported 3.335.000 6,288.000 16.980.000 26.603.000

Adjustment to reflect 25% common 
stock split 875.000 (875.000)

Balance at beginning of period, as 
restated 4.210,000 5.413.000 16.980.000 26 603.000

Net earnings ..................... — — 5.001,000 5.001.000

Conversion of $567,000 of the 4-1/8% 
convertible subordinated debentures 
into 54,819 common shares 55.000 504.000 559.000

Stock options exercised 5.000 74.000 — 79.000

Issuance of 4.912 common shares 
based upon the earnings performance 
of previously acquired companies. . . . 5.000 (5.000) —

Dividends:
Cash—$ 35 per share ... (1.527.000) (1,527,000)

3% Common stock 100.000 2.465.000 (2.565.000) —

Balance at end of period $4,375,000 8.451.000 17 889.000 30,715,000

See accompanying notes to consolidated 
financial statements L . 976



Wetterau Foods, Inc. and Consolidated Subsidiaries

CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION
Fifty-two week periods ended March 31, 1973 and April 1, 1972

WORKING CAPITAL PROVIDED:
1973 1972

Net earnings $ 5.609,000 5.001,000
Depreciation and amortization 2,414.000 1.952.000
Increase in deferred taxes on income 290,000

8,313.000
224.000

7.177.000
Less net earnings of unconsolidated finance subsidiary... 547,000 383.000

Working capital provided from operations................
Disposal of property, plant and equipment, net of

7,766,000 6.794.000

accumulated depreciation and amortization 1,311.000 746,000
Issuance of long-term debt .............................................
Issuance of common stock for conversion of

5.000.000

4-1/8% convertible subordinated debentures — 567,000
Proceeds from stock options exercised 231,000 79.000
Other changes, net 17,000 —

Decrease in working capital......................................

WORKING CAPITAL USED:
Increase in notes and accounts receivable—

689,000
$10,014,000 13,186.000

deferred maturities.............................................................
Increase in equity in trade notes sold to unconsolidated

72,000 60,000

finance subsidiary—deferred........................ 73,000 407,000
Additions to property, plant and equipment....................... 7,594,000 4 660,000
Reduction of long-term debt........
Conversion of 4-1/8% convertible subordinated

708.000 446.000

debentures............... — 567,000
Cash dividends 1,567.000 1.527,000
Other changes, net — 25,000

Increase in working capital

CHANGES IN WORKING CAPITAL:
Current assets—increase (decrease):

$10,014,000
5,494.000

13,186.000

Cash (30,000) (2.737.000)
Receivables
Equity in trade notes sold to unconsolidated

2,224,000 2.220.000

finance subsidiary...................................................... (48.000) 68.000
Interim financing for retail store construction (159.000) (807.000)
Advances to unconsolidated finance subsidiary 403,000 (260.000)
Merchandise inventories 5,967,000 754.000
Prepaid expenses ........

Current liabilities—(increase) decrease:

188.000
8.545.000

178,000
(584.000)

Notes payable to banks (3,000,000) 4.300.000
Current maturities of long-term debt (329.000) 14,000
Accounts payable and accrued expenses (6,064.000) 1,078.000
Taxes on income 159.000

(9,234.000)
686.000

6.078.000

Increase (decrease) in working capital

See accompanying notes to consolidated financial statements

$ (689.000)
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Wetterau Foods, Inc. and Consolidated Subsidiaries

NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS
March 31, 1973 and April 1, 1972

1. Summary of Significant Accounting Policies:

Principles of Consolidation—The consolidated fi­
nancial statements include the accounts of the 
Company and all wholly-owned subsidiaries except 
Wetterau Finance Co All significant intercompany 
transactions have been eliminated in consolida­
tion. Wetterau Finance Co. is not consolidated but 
is carried on the equity method of accounting and 
separate financial statements are included herein

Depreciation and Amortization—Buildings and all 
equipment are depreciated on a straight-line basis 
over the estimated useful lives of the various 
classes of assets Leasehold improvements are 
amortized over the terms of the respective leases.

Taxes on income—Deferred taxes on income re­
sult principally from deducting depreciation allow­
ances for tax purposes in amounts greater than 
the allowances determined on the straight-line 
depreciation method used for financial reporting 
purposes

The Company elected the 'flow-through' method 
of accounting for the 7% investment tax credit 
which is reflected in the consolidated statement 
of earnings as a reduction of taxes on income of 
approximately $197,000 in 1973 and $162,000 
in 1972.

No provision is made for taxes which would be 
payable if undistributed earnings of subsidiaries 
were paid as dividends to the parent company 
inasmuch as such earnings are reinvested in the 
businesses and are not currently available for 
dividend payments or such earnings will be re­
mitted in the form of a tax-free liquidation

Manufacturing 
equipment........

Furniture and 
fixtures..............

Leasehold 
improvements ..

Construction in 
progress............

1,180,000

5,000,000

1,098,000

798,000

1,209.000

4,088,000

956,000

71,000
$32,968,000 28.386000

3. Long-Term Debt:

Long-term debt is summarized as follows:

2. Property, Plant and Equipment:

Property, plant and equipment consist of the 
following:

1973 1972

Land $ 1,744,000 1,391.000
Buildings 13,170,000 12.384.000
Delivery

equipment 7,101,000 5,849.000
Warehouse

equipment .. . 2,877,000 2.438.000

1973

8-3/4% promissory 
notes, payable in 
semiannual install­
ments of $300,000 
beginning March 
23. 1974 through 
September 23.
1980 and $400,000 
through September 
23.1986 ................  $5,000,000

5-1/4% promissory 
notes, payable in 
semiannual install­
ments of $100,000 
with final payment 
of $234,000 on 
September 15,
1979 ......................

7% promissory note, 
payable in quarterly 
installments of 
$12,500 through 
December 31,
1982 ......................

Mortgage notes 
payable, at 5-1/2% 
to 7% interest 
rates, payable in 
varying amounts
through 1979 ........  523,000

1972

5.000.000

1,434,000 1.634,000

488,000 530.000

640,000



Other, at 4% to 5% 
interest rates, 
payable in varying 
amounts through
1978 ......................  329,000 349.000

7,774,000 8.153,000
Less current

maturities.............. 708,000 379,000
$7,066,000 7,774,000

The aggregate amounts of long-term debt maturing 
in each of the four fiscal years after 1974 are: 
1975 -  $1,021,000; 1976 -  $966,000; 1977 -  
$970,000; 1978 -  $995,000

During 1971 the Company entered into note 
agreements with two insurance companies which 
provided for unsecured borrowings of $9,000,000, 
of which $5,000,000 was borrowed on September 
29.1971. The remaining $4,000,000 was borrowed 
on April 2. 1973. The loan agreements contain 
provisions which restrict the payment of cash divi­
dends and purchase, redemption or retirement of 
capital stock Consolidated retained earnings ap­
proximating $6,794,000 at March 31, 1973 were 
not restricted under these provisions. The loan 
agreements also contain provisions which require 
the Company to maintain certain minimum amounts 
of working capital.

Property, plant and equipment having a net carry­
ing value of approximately $2,613,000 at March 
31. 1973, is pledged as collateral under the mort­
gage notes payable.

4. Capital Stock:

On May 9. 1972 the Board of Directors approved 
a 25% common stock split in the form of a stock 
dividend All appropriate figures in the accompany­
ing consolidated financial statements and related 
notes have been adjusted to reflect the stock split.

During 1972, 2.038 common shares were issued, 
and approximately 10.900 shares are issuable at 
March 31,1973 pursuant to the terms of an agree­
ment relating to previously acquired companies 
In addition, a maximum of approximately 77.600 
common shares are contingently issuable if de­
fined net earnings of the aforementioned compa­
nies exceed agreed upon levels for the fiscal year 
ending March 30. 1974 The common shares is­
suable at March 31. 1973 have been included in 
the computation of primary earnings per share 
(note 6) and, when issued, will be reflected in the 
financial statements.

The Company is authorized to issue 590.000 shares 
of $5 par value preferred stock At March 31,1973, 
none of this stock had been issued

5. Stock Option Plans:

Under a qualified stock option plan adopted by 
the Company in 1965. certain officers and key 
employees may purchase shares of common stock 
at prices equal to market value on the dates the 
options are granted The options become exer­
cisable in installments and expire five years from 
date of grant

The stockholders approved a new stock option 
plan in 1971, under which both qualified and non­
qualified options may be granted Qualified options 
must be granted at a price which is not less than 
market value at date of grant and expire five years 
from date of grant. Non-qualified options may be 
granted at a price which is not less than 75% of 
the market value at date of grant and expire not 
more than ten years from date of grant The extent 
to which options are exercisable during the option 
periods is determined when the options are 
granted At March 31, 1973, 129.213 shares of 
common stock were reserved for granting of future 
options Changes in stock options are summarized 
as follows:

Average
Shares Price

Options outstanding
April 3. 1971................ 73.467 $13 04

Add (deduct) options: 
Exercised (4 816) 13 07
Cancelled (431) 12 82

Options outstanding
April 1. 1972.............. 68 220 13 04

Add (deduct) options: 
Granted 31,725 27 63
Exercised (19.277) 13 41
Cancelled (464) 12.81

Options outstanding
March 31, 1973 (of 
which 43.967 are 
exercisable) ................ 80.204 18 86

6. Earnings Per Share of Common Stock:

Primary earnings per share are based on the 
weighted average number of common shares out­
standing during the respective periods, adjusted

& & -------



to give effect to shares issued and issuable to 
former stockholders of acquired companies based 
on earnings performance (note 4). Common shares 
issuable under the Company s stock option plans 
(note 5) are not included in primary earnings per 
share as the dilutive effect is not material

Fully diluted earnings per share are based on the 
assumption that those shares issued and issuable 
under the stock option plans had been exercised 
at the beginning of the respective periods with the 
proceeds used to acquire treasury stock, and that 
conversion of all the 4-1/8% convertible subordi­
nated debentures in 1972 had occurred at the 
beginning of that period Contingently issuable 
common shares (note 4) would not further reduce 
fully diluted earnings per share.

7. Commitments:

The Company operates at a number of locations 
under lease agreements expiring at various dates 
to 1992 The minimum annual rentals under these 
leases aggregate $921,000 plus taxes, insurance 
and maintenance In addition, the Company leases 
premises and equipment which are subsequently

subleased to customers Minimum annual rentals 
required to be paid under the terms of these leases, 
which expire at various dates to 1989, aggregate 
$3,664,000 The majority of the subleases have 
been assigned to Wetterau Finance Co.

The Company and its subsidiaries have pension 
plans covering substantially all employees Total 
expense of the plans was $591,000 in 1973 and 
$538,000 in 1972. which includes, as to one of the 
plans, amortization of prior service costs aggre­
gating $550,000 over a thirty year period. The 
total pension funds exceed the actuarially com­
puted value of vested benefits as of the latest 
valuation date.

8. Subsequent Events:
The Company has agreed in principle to acquire 
Bi-Go Markets, Inc. and J. Zinsmeister Company 
in exchange for approximately 511.000 shares of 
its common stock When consummated, the mer­
gers will be accounted for as poolings of interests 
and accordingly, prior years financial statements 
will be restated in subsequent reports to reflect 
retroactively the inclusion of the financial state­
ments of these companies.
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ACCOUNTANTS' REPORT

P eat , Marwic k , Mitch ell  &  C o .  

CERTIFIED P U B U C  ACCOUNTANTS  

7 2 0  OLIVE STREET  

ST. LOUIS, MISSOURI 03101

The Stockholders and Board of Directors 
Wetterau Foods. Inc.:

We have examined the consolidated balance sheets of Wetterau Foods. Inc. 
and consolidated subsidiaries as of March 31. 1973 and April 1. 1972 and 
the related statements of earnings, stockholders equity, and changes in 
financial position for the respective fifty-two week periods then ended Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the 
circumstances We made a similar examination of the balance sheets of 
Wetterau Finance Co as of March 31.1973 and April 1,1972 and the related 
statements of earnings and retained earnings and changes in financial 
position for the respective fifty-two week periods then ended.

In our opinion, such financial statements present fairly (a) the financial 
position of Wetterau Foods. Inc. and consolidated subsidiaries at March 31. 
1973 and April 1.1972 and the results of their operations, changes in stock­
holders equity, and changes in financial position for the respective fifty-two 
week periods then ended, and (b) the financial position of Wetterau Finance 
Co at March 31,1973 and April 1. 1972 and the results of its operations and 
changes in financial position for the respective fifty-two week periods then 
ended, in conformity with generally accepted accounting principles applied 
on a consistent basis.

May 9 1973
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Wetterau Finance Co.

STATEMENT OF EARNINGS AND 
RETAINED EARNINGS
Fifty-two week periods ended March 31, 1973 and April 1, 1972

INCOME:
1973 1972

Interest collected $ 252,000 161.000
Finance charges earned, net 981,000 762,000
Rental income, n e t ............................................................. 275,000 233.000

1,508,000 1,156,000

DEDUCTIONS:
Interest 375,000 286,000
Operating expenses 58,000 55.000
Lease termination expense — 65.000
Taxes on income 528,000 367,000

961,000 773000

NET EARNINGS 547,000 383.000
Retained earnings at beginning of period 1.871,000 1,488 000

Retained earnings at end of period $ 2,418,000 1,871 000

See accompanying notes to financial statements



Wetterau Finance Co.

BALANCE SHEE1
March 31, 1973 and April 1, 1972

ASSETS
Cash...............................................................................................
Notes receivable (including amounts maturing

after one year) ..................................................................

Deductions:

Unearned finance charges ..................................
Funds withheld pending collection of receivables .

Total deductions................................................

Notes receivable, net ....................................

Other assets (principally accrued interest)..............................

LIABILITIES AND STOCKHOLDER S EQUITY
Notes payable to banks, short-term .........................................
Advances from parent................................................................
Accounts payable and accrued expenses
Taxes on income

Stockholder s equity:
Common stock

Additional paid-in c ap ita l..................................................
Retained earnings

Total stockholder s equity..............................

See accompanying notes to financial statements

1973

$ 11,000

13,130,000

2,776,000
1,225,000

4,001,000

9,129,000

26,000

$ 9,166,000

5,700,000
418,000

64,000
166,000

200,000
200,000

2,418,000

2,818,000

$ 9,166,000

1972

20,000

12,112,000

2,528,000
1,200,000

3,728,000

8,384,000

21,000

8,425.000

6,000,000
15,000
72,000
67.000

200.000
200,000

1,871.000

2.271.000

8,425,000
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Wetterau Finance Co.

STATEMENT OF CHANGES IN 
FINANCIAL POSITION
Fifty-two week periods ended March 31, 1973 and April 1, 1972

1973 1972

FUNDS PROVIDED:
From operations:

Net earnings $ 547.000 383,000

Non-cash charges to operations not requiring 
funds net................................................................ 86,000 9,000

Total from operations 633.000 392.000

Increase in notes payable to banks — 2,325,000

Increase in advances from parent.......... 403.000 —

Decrease in cash 9.000 —

$ 1,045.000 2,717.000

FUNDS USED:
Increase in notes receivable balances............................ 1,018,000 4.123.000

Deduct:
Increase in unearned finance charges 248,000 1,193 000

Increase in funds withheld pending collection of 
ieceivables 25,000 475,000

Funds invested in notes receivable 745.000 2.455,000

Decrease in notes payable to banks 300.000 —

Decrease in advances from parent — 260,000

Increase in cash — 2.000

$ 1,045,000 2,717,000

See accompanying notes to financial statements



Wetterau Finance Co.

STATEMENT OF CHANGES IN 
FINANCIAL POSITION
Fifty-two week periods ended March 31, 1973 and April 1, 1972

1973 1972

FUNDS PROVIDED:
From operations:

Net earnings............................................................... $ 547,000 383,000
Non-cash charges to operations not requiring 

funds, net................................................................. 86,000 9.000

Total from opera tions....................... 633,000 392.000

Increase in notes payable to b a n k s ............................... — 2,325.000

Increase in advances from parent..................................... 403,000 —

Decrease in cash ............................................................. 9,000 —

$ 1,045,000 2,717.000

FUNDS USED:
Increase in notes receivable balances............................. 1,018,000 4,123.000

Deduct:
Increase in unearned finance charges 248,000 1.193.000

Increase in funds withheld pending collection of 
receivables.......................................................................... 25,000 475.000

Funds invested in notes receivable 745,000 2.455.000

Decrease in notes payable to banks 300.000 —

Decrease in advances from parent . — 260.000

Increase in cash — 2.000

$ 1,045,000 2.717,000

See accompanying notes to financial statements



Wetterau Finance Co.

NOTES TO FINANCIAL STATEMENTS
March 31, 1973 and April 1, 1972

1. Intercompany Transactions:

All notes receivable held by Wetterau Finance Co., representing 
indebtedness of retail food stores and loans to stockholders of 
corporations operating retail food stores, were acquired from 
Wetterau Foods, Inc Substantially all of the notes were purchased 
on a full recourse basis and provide for a guaranteed yield, which 
is currently 4% above the prime interest rate at date of purchase. 
During 1973 Wetterau Finance Co. received approximately 
$84 000 of interest income and $2,000 of additional discount 
(unearned finance charges) from Wetterau Foods. Inc. as a result 
of this guaranteed yield. During 1972 these amounts were 
$40,000 and $12,000. respectively

Since Wetterau Finance Co. has no administrative staff, a man­
agement fee based upon collections of note payments is charged 
to Wetterau Finance Co. by Wetterau Foods, Inc In addition, 
interest on advances at the prime rate is also paid to Wetterau 
Foods. Inc Management fees and interest on advances in 1973 
amounted to approximately $37,000 and $39,000. respectively 
($35,000 and $10,000. respective'y. in 1972).

2. Unearned Finance Charges:

The net finance charges on discounted receivables acquired are 
transferred to income monthly in proportion to the liquidation of 
the receivables No part of the net finance charges acquired is 
transferred to income as acquisition charges in the month of 
acquisition.

3. Commitments:

Wetterau Finance Co is obligated under terms of leases expiring 
at various dates to 1992 with minimum annual rentals aggregating 
approximately $3,310,000 Annual income under terms of sub­
leases to retail stores exceeds rental payments.

During 1972 Wetterau Finance Co entered into a lease termi­
nation agreement providing for the cancellation of one lease 
upon payment of two months rental and $60,000.






