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S first class mail or first class airmail, not earlier

The Philip Carey Manufacturing Company

Notice of Special Meeting of Shareholders to be Held April 12, 1967

.

To the Shareholders of
THE PHILIP CAREY MANUFACTURING COMPANY: ~

—

Notice is hereby given that a Special Meeting of sharcholders of The Philip Carey Manufacturing
Company will be held at the office of the Company at Lockland, Ohjo, on April 12, 1967 at 11:00
o’clock in the forenoon, Eastern Standard time, for the following purposes:

1. To consider and take action with respect to a Plan and Agreement of Merger, a copy of
which is attached as Appendix III to the Proxy Statement accompanying this Natice, which provides,
among other things, for the merger of this company with and into Glen Mﬁ@mpany, Inc.,
a Delaware corporation (to be renamed “Glen Alden Corporation™), pursuant to which all out-
standing common shares of this company (except for shares held by said Glen Alden Corporation
and a subsidiary thereof) will be converted, share for share, into shares of $2.25 Senior Cumulative

. Convertible Preferred Stock of said Glen Alden Corporation; and

2. To transact such other business as may properly come before the meeting or any adjourn-
‘ment or adjournments thereof. - :

Only shareholders of record as shown by the transfer books of The Philip Carey Manufacturing Company
at the close of business on March 20, 1967 are entitled to notice of and to vote at the meeting.

By order of the Board of Directors,

L. A. PECHSTEIN, JR.

March 10, 1967.
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PROXY STATEMENT

SPECIAL MEETING OF SHAREHOLDERS
of
GLEN ALDEN CORPORATION
and
SPECIAL MEETING OF SHAREHOLDERS
of
THE PHILIP CAREY MANUFACTURING COMPANY
A and
SPECIAL MEETING OF STOCKHOLDERS
of
THE B.V.D. COMPANY, INC.
APRIL 12, 1967

PRELIMINARY STATEMENT
This Proxy Statement should be read carefully. The transactions discussed herein are complicated
and should be understood before voting. Note especially the material captioned Preliminary Statement,
Certain Significant Aspects of the Proposed Transactions, Purpose and Background of the Transactions,
the Earnings Statements of Glen Alden, B.V.D. and Philip Carey, the Pro Forma Statements of Com-
bined Income, and Compamtwe Data.

This Proxy Statement relates to special stockholders’ meetings of Glen Alden Corporation (“Glen
Alden”), a Pennsylvania corporation, The Philip Carey Manufacturing Company (“Philip Carey™), an
Ohio corporation, and The B.V.D. Company, Inc. (“B.V.D.”), a Delaware corporation, to be held on
April 12, 1967 for the purpose of considering and taking action on proposed transactions pursuant
to which Philip Carey will be merged into Glen Alden and a wholly-owned subsidiary of Glen Alden
will acquire substantially all of the assets (subject to substantially all of the liabilities) of B.V.D. As
part of the proposed transactions Glen Alden will be reincorporated as a Delaware corporation under
the name “Glen Alden Corporation” (“Glen Alden Corporation” wherever used herein refers to said
new Delaware corporation which is also referred to as the “Surviving Corporation”). McCrory Corpo-
ration (“McCrory”) controls the ownership of 1,000,002 shares of the Common Stock of B.V.D.
and 2,388,230 Common Shares of Glen Alden through a subsidiary, Glen Alden-Delaware, Inc., a
Delaware corporation (“Glen Alden-Delaware™), all of whose Common Stock is owned by McCrory
and all of whose Preference Stock is owned by Mr. and Mrs. Sol Kittay. Rapid-American Corporation
owns 50.4% of the voting stock of McCrory. See “Purpose and Background of Transactions” for a
more detailed discussion of Glen Alden-Delaware’s relation to the proposed tramsactions. Simui-
taneously with the acquisition of the B.V.D. assets, Glen Alden-Delaware will be merged into the Sur-
viving Corporation.

As a result of these transactions,

(a) each common sharcholder of Philip Carey (except Glen Alden and its subsidiaries)
will receive one share of $2.25 Senior Cumulative Convertible Preferred Stock (“Senior Stock™) of
the Surviving Corporation in exchange for each common share of Philip Carey presently held;

(b) each Common Stockholder of B.V.D. (except as provided in (d) below) will receive, at
his election, either

(i) one share of $3.15 Cumulative Convertible Preferred Stock (“Preferred Stock™), or
(ii) one share of Class C (Contingent Preference) Stock (“Class C Stock™)




of the Surviving Corporation in exchange for each three shares of the Common Stock of B.V.D.
presently held;

(c) each Common Sharcholder of Glen Alden (except as provided in (d) below) will receive
one share of Common Stock of the Surviving Corporation in exchange for each Common Share
of Glen Alden presently held; and

(d) McCrory, as the holder of 2,388,230 shares of Common Stock of Glen Alden-Delaware,
will receive 2,388,230 shares of Common Stock of the Surviving Corporation, and Mr. and Mrs.
Kittay, as the holders of 333,334 shares of Preference Stock of Glen Alden-Delaware, will receive
333,334 shares of Class C Stock of the Surviving Corporation; the 2,388,230 Common Shares of
Glen Alden and the 1,000,002 shares of Common Stock of B.V.D. held by Glen Alden-Delaware
will be cancelled.

The details of the transactions and the securities to be issued thereunder are set forth below.

In acriving at the foregoing exchange rates the respective Boards of Directors took into considera-
tion among other factors the financial position, the recent operating results, the past and prospective
earnings and sales, and the market value of the shares of each company. The directors of Glen Alden,
Philip Carey and B.V.D. have carefully considered the proposed transactions and have concluded to
recommend the same to their respective shareholders. None of the officers or directors of Glen Alden,
B.V.D. or Philip Carey has any personal interest in the merger or acquisition except as the same may
affect his interest as a shareholder. The investment banking firm of Wertheim & Co., of which Mr. Milton
Steinbach, a Director of Philip Carey, is a general partner, has counselled Philip Carey in connection
with the financial terms of the Philip Carey Transaction (as hereinafter defined). Wertheim & Co. will
receive a fee of $100,000 for its services if the Transaction is consummated and will be reimbursed by
Philip Carey for its out-of-pocket expenses if the Transaction is not consummated. Allen & Company,
investment bankers, has counselléd Glen Alden in conpection with the Philip Carey Transaction.

Because of the proximity of the normal annual meeting dates of Glen Alden, Philip Carey, and
B.V.D. to the scheduled closing dates of the transactions discussed herein, the Boards of Directors of
the respective corporations have deemed it inappropriate to hold an anpual meeting prior to the closing
(or abandonment) of said transactions. The first annual meeting of the Surviving Corporation is scheduled
under its By-Laws to be held in May 1968, and, if either of the transactions described herein is con-
summated, the persons who will become Directors of the Surviving Corporation, as described on pages
59-60 below, will serve until the election and qualification of their successors at said meeting,

The Surviving Corporation may be required to issue a maximum of 7,513,576 shares of Common
Stock, assuming conversion at maximum conversion rates of all shares of Senior Stock and Preferred
Stock issued in the proposed transaction, and a maximum of 4,538,339 additional shares of Common
Stock upon conversion at maximum rates of the Class C Stock. The above figures are based upon the
number of shares of B.V.D. Common Stock outstanding on October 1, 1966 and the estimate that there
will be outstanding 603,393 shares of Preferred Stock and 583,334 shares of Class C Stock after the
consummation of the B.V.D. Transaction. It should be noted that the Class C Stock becomes con-
vertible into Common Stock only upon the occurrence of certain events described in detail on pages
25-26 hereof under “Class C Stock”. The above figures do not take into account possible conversions
of Preferred Stock which may be issued under contractual commitments and stock options of B.V.D. to
be assumed by the Surviving Corporation (see below “Stock Options and Commitments to Issue Stock™).

CERTAIN SIGNIFICANT ASPECTS OF THE PROPOSED TRANSACTIONS

1. The stockholders of B.V.D. are entitled to elect to receive either Preferred Stock or Class C
Stock of the Surviving Corporation. The Class C Stock will not be listed on any national securities
exchange. No dividends are expected to be paid in respect of the Class C Stock, nor will such stock be
convertible into Common Stock, except under the circumstances described on pages 25-26 hereof under
“Failure to Make Serial Redemptions”,




2. Assets formerly owned by Philip Carey and B.V.D., respectively, will each represent 29% of
the consolidated net assets of the Surviving Corporation. The shareholders of Philip Carey and B.V.D.
will receive 1.4% and 4.7%, respectively, of the initial voting power of the Surviving Corporation
before any conversions into Common Stock are effected. Additional voting rights will accrue to the
former shareholders of Philip Carey and B.V.D., respectively, if the Surviving Corporation defaults on a
specified number of cumulative dividend payments.

3. The initial aggregate redemption value and aggregate involuntary liquidation preference of the
Senior Stock, Preferred Stock and Class C Stock to be outstanding following the proposed transactions
will exceed the total pro forma consolidated stockholders* equity of the Surviving Corporation by
$19,500,045 and $14,672,067, respectively.

The figures set forth in paragraphs 2 and 3 above are based upon the Pro Forma Combined Balance
Sheets set forth elsewhere herein.

PURPOSE AND BACKGROUND OF TRANSACTIONS

As appears below, since 1955 Glen Alden has been engaged in diversifying its business with the
result that, at the present time, it is engaged largely in the business of manufacturing textiles and operating
motion picture theatres. (See below under “History and Business of Glen Alden.) The transactions
herein described constitute further major steps in Glen Alden’s diversification program.

Philip Carey is engaged in the manufacture and sale of a large variety of products, principally roofing,
industrial and insulation products and a line of fabricated products. Through a Canadian subsidiary,’
Philip Carey also owns and operates an asbestos mine and mill. (See below under “History and Business
of Philip Carey”.) B.V.D. is engaged principally in the manufacture and sale of various types of apparel
for men, women and boys, and in operating men’s retail apparel establishments. (See below under “His-
tory and Business of B.V.D.”)

Simultaneously with the consummation of the B.V.D. Transaction, the name of the Surviving Corpo-
ration’s subsidiary organized for the purpose of such acquisition will be changed to “The B.VJ).
Company, Inc.”. Promptly after the consummation of the Philip Carey Transaction all of the assets
and liabilities acquired by the Surviving Corporation from Philip Carey pursuant to the Carey Merger
Agreement will be transferred to a newly organized wholly owned subsidiary of the Surviving Corporation
the name of which will be “The Philip Carey Manufacturing Company”. Thus the businesses now carried
on by B.V.D. and Philip Carey, respectively, will continue to be carried on under the same names. It
is intended that all present employees of both B.V.D. and Philip Carey will assume positions with such
new subsidiaries identical with the positions which they now occupy and that all officers of the three
corporations (with the exception of Mr. Robert S. King, Chairman of the Board of Philip Carey, who
desires to retire because of his age) will be retained in capacities substantially similar to those in which they
are presently serving. It is presently contemplated that the various divisions and subsidiaries of the three
corporations will continue to be operated as separate units under the supervision of the personnel presently
responsible for their activities.

Glen Alden acquired the bulk of its holdings in Philip Carey in February 1966, when it and its
subsidiary, Gera Corporation, purchased 244,083 common shares of Philip Carey at an aggregate
cost of approximately $10,231,000, including fees and commissions, pursuant to a public Offer for
Tenders made by it on February 14,1966. In connection with such purchase Gera borrowed $4,500,000
from a bank, of which $3,500,000 is presently unpaid and is represented by a 6% note of Gera in
said amount payable April 17, 1967. After the expiration of the Offer for Tenders, and prior to
April 1, 1966, Glen Alden and Gera increased their aggregate ownership to approximately 28% of
the total Philip Carey common shares outstanding, by acquiring an additional 38,438 common shares
of Philip Carey in the open market at an aggregate cost of approximately $1,522,000.

Glen Alden-Delaware acquired its stockholdings in Glen Alden and B.V.D. on July 26, 1966 when
(a) McCrory transferred to it 2,388,230 Common Shares of Glen Alden in exchange for a like number
of shares of Common Stock of Glen Alden-Delaware, and (b) Sol Kittay and his wife, Frieda Kittay,



transferred to it a total of 1,000,002 shares of Common Stock of B.V.D. in exchange for 333,334 shares
of Preference Stock of Glen Alden-Delaware, subject to the right of Mr. and Mrs, Kittay to require
Glen Alden-Delaware to purchase such Preference Stock at $10S5 per share in installments over a ten-
year period. The July 26, 1966 agreement provided that Glen Alden-Delaware would offer to acquire
the remaining shares of B.V.D. Common Stock for the same consideration per share, or for one or
more different considerations to be offered as alternatives. The consummation of the B.V.D. Trans-
action will terminate all remaining obligations of Glen Alden-Delaware pursuant to the foregoing.
Glen Alden-Delaware was formed for the purpose of acquiring the above mentioned B.V.D., Common
Stock and Glen Alden Common Shares, and said shares constitute its only assets. McCrory has voting
control of Glen Alden-Delaware through its ownership of all of Glen Alden-Delaware's outstanding
Common Stock. Upon the consummation of the B.V.D. Transaction, Glen Alden-Delaware will cease
to exist, McCrory's 2,388,230 shares of Glen Alden-Delaware Common Stock (originally received in
exchange for a like number of Glen Alden Common Shares) will be converted into a like number of
shares of Common Stock of Glen Alden Corporation, the Surviving Corporation, and Mr. and Mrs.
Kittay's 333,334 shares of Preference Stock of Glen Alden-Delaware (originally received by them on
a “one-for-three” basis in exchange for B.V.D. Common Stock) will be converted into a like number
of shares of Class C Stock of Glen Alden Corporation, the Surviving Corporation. This same Class C
Stock may be received on B.V.D.’s liquidation on a “one-for-three” basis by each B.V.D. common
stockholder who. makes an appropriate election. -

As a result of the sale of its coal business on February 16, 1966, Glen Alden’s basic 'tis to the
Commonwealth of Pennsylvania were terminated. An effect of the merger of Glen Alden’into a new
Delaware corporation will be the elimination for the future of a substantial Pennsylvania tax.

MEETINGS OF STOCKHOLDERS
Glen Alden Meeting
Purposes of Meeting: The principal purposes of the Glen Alden shareholders’ meeting are to
consider and act upon the following:

Proposal No. 1—The approval of (a) & Plan and Agreement of Metger (the “Glen Alden
Merger Agreement”) in the form attached hereto as Appendix I, and (b) an Agrecment and Plan of
Reorganization (the “B.V.D. Acquisition Agreement”) in the fonn aﬁached heceto as Appendix 1L

Glen Alden Merger Agreement: Under the Glen Alden Merger Agrecmcnt, Glen Alden (the
present Pennsylvania corporation) and Glen Alden-Delaware will be merged into Glen Alden Com-
pany, Inc., a wholly-owned Delaware subsidiary of Glen Alden organized for the purpose. The name
of said Glen Alden Company, Inc. will be changed to “Glen Alden Corporation”, the Survmng Cor-
poration.

Upon the consummation of the merger, Glen Alden, the present Pennsylvania corporation, will have
been reincorporated in Delaware as “Glen Alden Corporation” (the Surviving Corporation) and all
presently issued Common Shares of Glen Alden (except the 2,388,230 Common Shares held by Glen
Alden-Delaware which will be cancelled) will have been exchanged on a share-for-share basis for Common
Stock of the Surviving Corporation; Glen Alden-Delaware will have ceased to exist, McCrory will
have received Common Stock of the Surviving Corporation in exchange for its present shares of Common
Stock of Glen Alden-Delaware, and Mr. and Mrs. Kittay will have received Class C Stock of the
Surviving Corporation in exchange for their present shares of Preference Stock of Glen Alden-

Delaware.

The B.V.D. Acquisition Agreement; Under the B.V.D. Acquisition Agreement, the Surviving
Corporation, through a wholly-owned Delaware subsidiary, will acquire, simultaneously with the Glen
Alden merger discussed above, substantially all of the assets (subject to substantially all of the liabilities)
of B.V.D. in exchange for shares of Preferred Stock and Class C Stock of the Surviving Corporation.
The B.V.D. Acquisition Agreement provides that promptly after the foregoing exchange has been com-
pleted, B.V.D. will be liquidated and the shares of Preferred Stock or Class C Stock so issued will be
distributed to the present holders of the Common Stock of B.V.D. on the basis outlined above under
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“Preliminary Statement”. Glen Alden-Delaware will receive Preferred Stock of the Surviving Corpo-
ration in exchange for its shares of Common Stock of B.V.D., which shares of Preferred Stock will be
cancelled in connection with the simultaneous merger of Glen Alden-Delaware into the Surviving
Corporation.

The principal differences between the Preferred Stock and the Class C Stock, and the details with
respect to the election by the holders of the BVD Common Stock to receive shares of either class, are
hereinafter described under “B.V.D. Meeting—Comparison of Certain Provisions of Preferred Stock and
Class C Stock” and “Details of the Proposed Transactions—Election to Receive Preferred Stock or Class
C Stock”.

Proposal No. 2—The approval of (a) a Plan and Agreement of Merger (the “Carey Merger
Agreement”) in the form attached hereto as Appendix III, and (b) a Supplemental Plan and
Agreement of Merger (the “Supplemental Merger Agreement”) in the form attached hereto as
Appendix IV, ’

Carey Merger Agreement: Under the Carey Merger Agreement, Philip Carey will be merged into
the Surviving Corporation. Each holder of common shares of Philip Carey (except Glen Alden and
a subsidiary, whose shareholdings will be cancelled) will receive shares of Senior Stock of the Surviving
Corporation on the basis outlined above under “Preliminary Statement”.

Supplemental Merger Agreement: The Supplemental Merger Agreement will become effective only
if the merger of Glen Alden (the present Pennsylvania corporation) and Glen Alden-Delaware into Glen
Alden Company, Inc. pursuant to Proposal No. 1 above has not been consummated for any reason.
The purpose of the Supplemental Merger Agreement is to reincorporate Glen Alden as a Delaware
corporation if this has not already been accomplished by the Glen Alden Merger Agreement under
Proposal No. 1. Under the Supplemental Merger Agreement, Glen Alden, the present Pennsyl-
vania corporation, will be merged into Glen Alden Company, Inc. (its wholly-owned Delaware sub-
sidiary the name of which will be changed to “Glen Alden Corporation”, the Surviving Corporation,
as above described), and each holder of the Common Shares of Glen Alden (including Glen Alden-
Delaware) will receive one share of the Common Stock of the Surviving Corporation for each Common
Share of Glen Alden held by such shareholder.

Required Votes: The only outstanding voting securities of Glen Alden are its Common Shares,
each share of which entitles the holder thereof to one vote. Only Glen Alden shareholders of record at
the close of business on March 20, 1967 are entitled to vote at the Glen Alden meeting or any
adjournments thereof. As of March 7, 1967, there were outstanding 4,802,032 Common Shares of Glen
Alden of which Glen Alden-Delaware is the owner of 2,388,230 shares (approximately 49.7%). As
noted above, all of the Common Stock of Glen Alden-Delaware is owned by McCrory.

The approval of both Proposal No. 1 and Proposal No. 2 will require the separate affirmative
vote of the holders of at Jeast a majority of the outstanding Common Shares of Glen Alden. The
management of McCrory proposes to cause Glen Alden-Delaware to vote the Common Shares owned
by it for approval of both of said transactions and the agreements relating thereto at the meeting of the
shareholders of Glen Alden.

The transaction covered by Proposal No. 1 above is hereinafter sometimes referred to as the
“B.V.D. Transaction” and the transaction covered by Proposal No. 2 is hereinafter sometimes
referred to as the “Philip Carey Transaction™. The two Transactions are not dependent on one another
so that if either is approved by the required shareholder vote as described above, it may be consummated
even if the other is not approved or is abandoned for any reason.

Resolutions Proposed by Shareholders: Messrs. Lewis D. Gilbert and John J. Gilbert of 1165
Park Avenue, New York 28, N. Y., each of whom is the owner of 10 Common Shares of Glen Alden and,
represent an additional family interest of 20 Common Shares and are acting as executors under a will
for an additional 100 Common Shares have advised Glen Alden that they intend to introduce the following
resolutions: -



Shareholder Proposal I:

“ResoLvep: That the stockholders of Glen Alden Corporation, assembled in annual meeting in
person and by proxy, hereby request that any extensions of the Qualified Stock Option Plan, taking the
form of an increase in the number of shares subject to option under the plan, or any new stock option
plan, be made subject to the following provisions:

{a) That the aggregate purchase price of the shares covered by an option may not exceed
in the aggregate 150% of an individual's annual cash compensation;

(b) That no more than 25% of the shares reserved for option, or subject to any new stock
option plan, may be optioned to employees who were employees at the time of the extension of
the present plan or of the approval of a new stock option plan;

(c) That shares to be optioned will be optioned in yearly instalments as nearly equal as
possible and that the right to purchase shares in each instalment will not be cumulative and will
expire to the extent not exercised during the applicable instalment period;

{d) No options will be granted in any year to executives who are within eighteen months of
their automatic retirement date on March 31 of such years;

(e) It shall be a negative factor in granting options if an optionee has sold optioned stock
to pay off a loan, enabling the optionee to pick up new options.”

The statement made by the shareholders in support of the proposal is as follows:

“Mr. Dudley Swim, Chairman of the Board of National Airlines, in the Monterey California
Peninsula Herald of February 26, 1966, warns all stockholders of the need for greater protection in
regard to stock options. We believe the provisions we advocate will protect us, as long term stockholders,
to a greater extent than is now the case.”

The management of Glen Alden recommends that the sharel:oldets vote “Agamst” this molution
for the following reasons: .

The management is not presenting to the sharcholders for their 'appmval at this"Mecting any
resolution either to extend the Qualified Stock Option Plan, which was approved by the shareholders at
the 1965 annual meeting, or to adopt a new stock option plan. Before the existing Plan was formulated,
a full study was made of the plans adopted by other corporations and it was the belief of the management
that this Plan was best adapted to the requirements of Glen Alden. In‘the event the Plan were to be
extended or a new plan were to be adopted, a further study would be made.. In the opinion of the
management it would be inappropriate to impose at this time various restrictions of the nature contained
in the sharcholders’ resolution on future stock option plans, thus potentially limiting and hampering
Glen Alden in its recruitment of key personnel.

Shareholders’ Proposal 11 ;

“ResoLvep: That the stockholders of Glen Alden Corporation, assembled in annual meeting in
person and by proxy, hereby request that following the annual meeting the management issue a post-
meeting report which shall include a brief resume of questions and answers of general interest, a
summary of the discussion, identification of participants, and the actual vote for and against all
resolutions.”

The Statement made by the shareholders in support of the proposal is as follows:

“Owners who for geographical or business reasons cannot attend the annual meeting are entitled
to a complete report of the proceedings so that they may be kept abreast of corporate affairs.

“Among companies that send out such a report are: P. Lorillard, Johns Marville, Xcrox,
Twentieth Century Fox and SuCrest.
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“If you agree, please mark your proxy FOR this resolution; otherwise, it is automatically cast
against it.”

The management of Glen Alden recommends that the shareholders vote “Against™ this resolution
for the following reasons:

Last year, the management of Glen Alden sent to its shareholders a post-meeting report of what
happened at the annual meeting. The Management intends to send to Glen Alden shareholders
a similar report of what happens at the Special Meccting to which this Proxy Statement relates. The
shareholders’ proposal, which would require in addition that the participants in the discussions at
annual meetings be identified, would serve only to publicize the individuals invoived and would serve
no uscful corporate purposes.

Revocability of Proxies: Proxies received by Glen Alden may be revoked by the persons
exccuting the same by the exccution and delivery of another proxy or by giving notice (which may
be oral) to the Secretary of Glen Alden prior to the exercise of such proxy. In the event of the death
or incapacity of the shareholder, written notice thereof must be given to the Secretary of Glen Alden
to revoke a proxy.

B.V.D. Meeting .

Purposes of Meeting: The principal purposes of the meeting of the stockholders of B.V.D. are
to consider and act upon (a) the B.V.D. Acquisition Agreement which, as noted in Proposal No. 1
above under “Glen Alden Meeting”, contemplates the transfer of substantially all of B.V.D.’s assets,
subject to substantially all of its liabilities, to a wholly owned subsidiary of the Surviving Corporation in
exchange for shares of Preferred Stock and Class C Stock of the Surviving Corporation on the basis
outlined above under “Preliminary Statement”, (b) the change of B.V.D.'s name to Bivid Liquidating
Corp. and (¢) B.V.D.’s liquidation. :

Required Vote: The only outstanding voting securities of B.V.D. are its shares of Common
Stock, each share of which entitles the holder thereof to one vote. Only B.V.D. stockholders of record
at the close of business on March 20, 1967 are entitled to vote at the B.V.D. meeting or any adjourn-
ments thereof. As of March 6, 1967 there were outstanding 3,717,341 shares of B.V.D. Common
Stock, of which, as noted above, 1,000,002 shares (approximately 26.9% ) were owned by Glen Alden-
Delaware and 231,766 shares (approximately 6.2% ) were owned by Mr. Sol Kittay. The approval
of the B.V.D. Acquisition Agreement, including the approval of the change of name and liquidation of
B.V.D.,, will require the affirmative vote of the holders of a majority of the outstanding shares of Common
Stock of B.V.D. McCrory proposes to cause Glen Alden-Delaware to vote all of its shares in favor
of the B.V.D. Acquisition Agreement (and the other matters above mentioned) at the meeting of the
B.V.D. stockholders and Mr. Kittay proposes to take similar action.

Comparison of Certain Provisions of Preferred Stock and Class C Stock: Each B.V.D.
Common Stockholder will be entitied to elect to receive, in exchange for B.V.D. Common Stock
presently held, either shares of Preferred Stock or Class C Stock, but not partly one and partly the
other. For further details with respect to this election see below under “Details of the Proposed
Transactions—Election to Receive Preferred Stock or Class C Stock”. The following is a description
of certain of the features of the Preferred Stock and Class C Stock respectively. This description
and comparison does not purport to be complete, and reference is hereby made to the detailed state-
ments with regard to both classes of stock included below under “Description of Capitalization.”

(i) Redemption and Liquidation.

The Preferred Stock is redeemable on and after June 30, 1973 at an initial redemption
price of $110 per share (reduced by $1 in each of the next 5 years), and from July 1,
1978 at $105 per share (plus, in each case, all accrued dividends to the redemption date).
On liquidation, the Preferred Stockholders will be entitled to receive (x) $110 per share
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uatil June 30, 1973 and thereafter an amount equal to the then current redemption price,
if such liquidation be voluntary, or (y) $105 per share, if such liquidation be involuntary,
(plus in either case an amount equal to all accrued dividends) before any payment can be
made to the holders of the Common Stock.

The Class C Stock will be issued in seven series with “Serial Redemption Dates” on
the last day of February in each of the years 1968 through 1974, Each B.V.D. stockholder
electing to receive shares of Class C Stock will receive 20% of the total aumber of such
shares to which he is entitled in each of the series having Serial Redemption Dates in
February 1968, 1970 and 1972, respectively, and 10% of such total number in each of the
remaining four series; all fractional shares otherwise issuable will be combined into whole
shares of the seventh series with a Serial Redemption Date in February 1974. The shares
of each such series are redeemable on or after the 30th day prior to the Serial Redemption Date
for that series, and after June 30, 1973 all such shares are redeemable without regard to series,
at a redemption price, in all cases, of $90 per share (plus any accrued dividends). (See
below page 24 for limitations on redemption of less than all shares of certain series.) On
liquidation, the Class C Stockholders are entitled to receive $90 per share (plus any accrued
cumulative dividends) on a parity with the holders of shares of Preferred Stock before any
payment can be made on the Common Stock.

Because of the many factors that must be taken into consideration, including the future
earnings and financial condition of the Surviving Corporation and other related matters, the
Board of Directors of Glen Alden has no view at present regarding the redemption of any or
all of the Series comprising the Class C Stock.

(ii) Dividends.
The Preferred Stock will be entitled to cumulative dividends at the annual rate of
$3.15 per share (before noncumulative dividends may be paid on the Class C Stock or
any dividends-may be paid on the Common Stock).

Dividends with respect to the Class C Stock are initially non-cumulative. Glen Alden
Corporation may, and expects to, pay dividends on the Common Stock without paying dividends
on the Class C Stock unless and until dividends on such Class C Stock have become cumulative.
Cumulative dividends on the Class C Stock, if any, will rank on a parity with the Preferred
Stock dividends. See pages 23-25 for a detailed description of the initial and oontmgent
dividend rights of the Class C Stock.

(iii) Conversion.

The Preferred Stock is convertible into Common Stock after February 1, 1968 at a con-
version rate of 7.65 shares of Common Stock for each share of Preferred Stock so converted.

Unless Glen Alden Corporation fails to redeem shares of Class C Stock of each series as
the respective Serial Redemption Date for such series is reached, the Class C Stock is not con-
vertible (see below on pages 25 and 26 for a statement as to the circumstances under which
shares of Class C Stock may become convertible and the applicable rates of such conversion).

(iv) Listing.
It is intended to list the Preferred Stock on the New York Stock Exchange. The Class C
Stock will not be listed on any national securities exchange.

As noted above, the Class C Stock of each series is redeemable on the Serial Redemption Date appli-
cable to such series. Glen Alden Corporation will not be obligated to redeem shares of any one or more
series on their Serial Redemption Dates. However if it fails to redeem shares of any series by its respec-
tive Serial Redemption Date, the holders of such shares become entitied to certain additional rights; and
if Glen Alden subsequently fails to redeem shares of one or more later series the holders of Class C
Stock of such later series and of all subsequent series may become entitled to certain further additional
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rights. Reference is hereby made to “Failure to Make Serial Redemptions”, on page 25 below, for a
detailed statement of these additional rights, the circumstances uader which they may arise and the
obligations imposed thereby upon Glen Alden Corporation.

Revocability of Proxies: No special procedure is required to revoke a Proxy. Attendance at
the meeting and voting in person will constitute revocation of a Proxy.

Phillp Carey Meeting

Purposes of Meeting: The principal purpose of the meeting of the shareholders of Philip Carey
is to consider and act upon the Carey Merger Agreement which, as noted in Proposal Number 2 above
under “Glen Alden Meeting,” contemplates the merger of Philip Carey into Glen Alden Corporation
(the Surviving Corporation), the Philip Carey common shareholders to receive shares of $2.25 Senior

Cumulative Convertible Preferred Stock (“Senior Stock™) of Glen Alden Corporation (the surviving
Corporation) on the basis outlined above under “Preliminary Statement.”

Required Vote: The only outstanding voting securities of Philip Carey are its common shares, each
share of which entitles the holder thereof to one vote. Only Philip Carey shareholders of record at
the close of business on March 20, 1967 are entitled to vote at the Philip Carey meeting or any adjourn-
ments thereof. As of March 7, 1967 there were outstanding 1,006,926 common shares of Philip Carey,
of which 282,521 shares (approximately 28% ) were owned by Glen Alden and one of its subsidiaries.
The approval of the Carey Merger Agreement will requite the affirmative vote of the holders of at least
two-thirds of the outstanding common shares of Philip Carey. Glen Alden proposes to vote, and to cause
its subsidiary to vote, all Philip Carey common shares owned by them in favor of the Carey Merger
Agreement at the meeting of the Philip Carey sharcholders.

Revocability of Proxies: A Philip Carey shareholder, without affecting any vote previously taken,
may revoke his Proxy by giving notice to Philip Carey in writing or in open meeting.

Other Matters

. None of the managements knows of any matter other than those listed in the respective Notice of
Special Meeting of the three companies which are fikely to be brought before any such meetings. However,
if any other matter, not now known, properly comes before any of the meetings, the persons named
in the enclosed form of Proxy will vote said Proxy in accordance with their best judgment.

Copies of the Glen Alden Merger Agreement, the B.V.D. Acquisition Agreement, the Carey
Merger Agreement and the Supplemental Merger Agreement are attached hereto as Appendices “I”,
I, “Il”, and “IV” respectively. The statements made herein are qualified by the more complete
provisions in said agreements, to which reference is hereby made for a complete statement of the terms
and conditions of the proposed merger and acquisition.

FUTURE DIVIDEND POLICY

It is the present view of the management of Glen Alden that the changes in capitalization and
business resulting from the B.V.D. Transaction and the Philip Carey Transaction will not require any
change in present policies with respect to dividends on Common Stock, subject to the future earnings
and financial condition of Glen Alden Corporation and other related factors. It is presently intended
that cumulative dividends will be paid at the annual rate of $2.25 per share on the Senior Stock and
at the annual rate of $3.15 per share on the Preferred Stock. The Board of Directors has no present
intention of declaring dividends on the Class C Stock unless and until such dividends become cumulative
(see “Description of Capitalization”).

However, certain other factors may become significant and affect the future dividend policy. Under
certain loan agreements of B.V.D. and Philip Carey, which will be binding upon the subsidiaries of Glen
Alden Corporation which will operate the businesses heretofore conducted by B.V.D. and Philip Carey,
respectively, there will be certain restrictions upon the payment of dividends by such subsidiaries to Glen

9




2e

Alden Corporation. In addition, the terms of Glen Alden Corporation’s Certificate of Incorporation
relating to the Senior, Preferred and Class C Stock contain certain restrictions upon the payment
of dividends on, or redemption or other acquisition of classes of, junior stock (see below under
“Description of Capitalization”). Moreover, the Senior Stock is entitled to the benefits of a sinking
fund, whereas, in the case of the Class C Stock, if the shares are not redeemed on their respective
Serial Redemption Dates, certain additional rights (including cumulative dividends, conversion rights
and the benefits of a sinking fund) become vested in the holders of Class C Stock (see below at
pages 25 and 26 for the circumstances under which such additional rights arise and a full description
thereof). There can be no assurance that the cash available to Glen Alden Corporation will be
sufficient to comply with each of the foregoing provisions or to avoid a change in dividend policy
as a result of the operation of one or more of the provisions or restrictions mentioned above.

DETAILS OF THE PROPOSED TRANSACTIONS

Consummation of B.V.D. Transaction

The sharcholders of Glen Alden and B.V.D. will be promptly notified of the effective date of
consummation of the proposed transactions. All such shareholders (other than those B.V.D. stock-
holders who have theretofore elected to receive Class C Stock, as described below) will also be
advised as to the procedures for surrender of their certificates in exchange for certificates representing
shares of stock of Glen Alden Corporation. ’

Such exchange will be necessary in order to enable those B.V.D. stockholders who elect to receive
Preferred Stock to receive dividends on their stock (at the time of any such exchange, or shortly thereafter,
such Preferred Stockholders will receive, without interest, all dividends theretofore payable on their
shares of Preferred Stock).

Election to Receive Preferred Stock or Class C Stock

If the B.V.D. Acquisition Agreement is approved by the required vote of the B.V.D. stockholders
at the special meeting thereof to which this Proxy Statement relates, B.V.D. will immediately mail to each
of its common stockholders at their respective addresses as the same appear on the transfer records of
B.V.D,, a statement to the effect that if the B.V.D. Acquisition Agreement and the Glen Alden Merger
Agreement become effective in accordance with their terms, each beneficial owner of B.V.D. Common
Stock will be entitled, at his option, to receive only shares of either Preferred Stock or Class C Stock of
Glen Alden Corporation (but not both classes) in respect of all of the B.V.D. Common Stock beneficially
owned by such stockholder. Such election will be required to be made in the manner set forth
in said statement within 15 days from the date thereof. Said statement will be accompanied by a
Letter of Election and Transmittal (the form of which is annexed as Exhibit B to the B.V.D. Acquisition
Agreement, Appendix IT hereof) and will require that any B.V.D. stockholder desiring to elect to receive
shares of Class C Stock of Glen Alden Corporation must appropriately complete such form and
mail the same with his B.V.D. Common Stock certificates (or have a suitable bank or broker guar-
antee delivery of such certificates) to B.V.D.’s transfer agent within said 15 day period. Any B.V.D.
stockholder failing to elect to receive shares of Class C Stock by completing and mailing said Letter
of Election and Transmittal as aforesaid will be conclusively deemed to have elected to receive
shares of Preferred Stock.

Mr. Sol Kittay, who together with his wife will receive 333,334 shares of Class C Stock upon
the merger of Glen Alden-Delaware into Glen Alden Corporation, will be entitled to receive only
Class C Stock in respect of any shares of B.V.D. Common Stock continued to be owned by him.

Only shares of Preferred Stock will be issuable in exchange for the 1,000,002 shares of B.V.D.
Common Stock now held by Glen Alden-Delaware, and said shares of Preferred Stock will, promptly
after receipt thereof by Glen Alden Corporation as a result of the merger of Glen Alden-Delaware
hll:o Glen Alden Corporation, be cancelled and be restored to the status of authorized but unissued
shares.
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Fractional Shares

No fractional shares of Preferred Stock or Class C Stock will be issued, and, in lieu thereof (except
as specifically otherwise provided; see above page 7 “Comparison of Certain Provisions of Preferred Stock
and Class C Stock’”), each stockholder of B.V.D. to whom fractional shares would otherwise be
deliverable will be entitled, at his option, either to sell his fractional interest or buy a sufficient fractional
interest to make up a whole share, prowded however, that if more “buy orders™ are received by B.V.D.
than there are shares available, the excess, in the inverse order of receipt, will be treated as “sell orders”.

Stock Options and Commitments to Issue Stock

Upon the merger of Glen Alden into Glen Alden Corporation, the “1965 Qualified Stock Option Plan
of Glen Alden” will continue in effect as the Stock Option Plan of Glen Alden Corporation, and options
granted prior to the merger under said Plan and under the “Glen Alden Corporation Stock Option Plan”
and the “Employees Stock, Option Plan of Glen Alden” will continue as valid stock options of Glen
Alden Corporation, in each case entitling the holders thereof to the same rights as if no merger had
taken place.

At the closing under the B.V.D. Acquisition Agreement, the acquiring corporation will issue to all
of the holders of B.V.D.'s outstanding Sales Agent Incentive, Restricted and Qualified Stock Options,
substitute options upon identical terms to purchase one share of Glen Alden Corporation Preferred
Stock for each three shares of B.V.D. Common Stock purchasable under said options, at purchase prices
per share of Glen Alden Corporation Preferred Stock equal to three times the respective purchase
prices per share of B.V.D. Common Stock payable under said options.

B.V.D. has outstanding a number of contractual commitments to issue shares of its Common Stock
in the future. (See Exhibit C to the B.V.D. Acquisition Agreement). Subject to the closing under
the B.V.D. Acquisition Agreement, the acquiring corporation will be obligated to issue to such persons
one share of Glen Alden Corporation Preferred Stock for each three shares of B.V.D. Common
Stock to which such 'persons may be or become entitled under said contractual commitments.

Rights of Abandonment

The B.V.D, Transaction may be abandoned pnor to its consmnmabon upon a number of grounds
of which the more sngmﬁeant are as follows (for a more detailed and complete statement of all such
grounds, reference is hereby made to the Glen Alden Merger Agreement and the B.V.D. Acqmsmon
Agreement, Appendices I and II hereto):

(a) by mutual agreement of the Boards of Directors of Glen Alden, Glcn Alden-Delaware
and BVD.,;

(b) by Glen Alden and by Glen Alden-Delaware

(i) if in the opinion of their Boards of Directors, the potential liability which might
result from demands from the holders of Common Shares of Glen Alden who have taken all
then necessary steps to perfect their appraisal rights would render the transaction inadvisable
and not in the best interest of Glen Alden and Glen Alden-Delaware or the stockholders of
either corporation;

(ii) if there shall be any breach of any of the covenants, warranties or representations on
the part of B.V.D. under the B.V.D. Acquisition Agreement;

(iii) unless all persons who are, or may upon exercise of options or upon the occurrence
of certain events become, entitled to receive shares of B.V.D. Common Stock under certain
contractual commitments of B.V.D. (excluding holders of B.V.D. Sales Agent Incentive,
Qualified or Restricted Stock Options) agree in writing to accept one share of Preferred
Stock of Glen Alden Corporation for each three shares of B.V.D. Common Stock to which
they may be or become entitled under said commitments;
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(c) by Glen Alden if there shall be any breach of the covenants, warranties or representations
on the part of Glen Alden-Delaware under the Glen Alden Merger. Agreement;

(d) by Glen Alden-Delaware

(i) if there shall be any breach of the covenants, representations or warranties of Glen
Alden under the Glen Alden Merger Agreement;

(ii) if by the Filing Date (as defined in the Glen Alden Merger Agreement), it shall not
have received an order from the Securities and Exchange Commission either that it is not an
investment company or that it is exempt from the provisions of Section 17 of the Investment
Company Act of 1940;

(¢) by BV.D.

(i) if there shall be any breach of the covenants, representations or warranties of Glen
Alden, Glen Alden-Delaware or Glen Alden Corporation under the B.V.D. Acqmsmon
Agreement;

(ii) if for any reason the Glen Alden Merger Agreement shall not become effective.

Consummation of Philip Carey Transaction

If the Carey Merger Agreement is adopted and if the Merger is not thereafter abandoned pursuant
to authorization contained in such agreement, the merger w:ll become efiective upon appropnate ﬁlmg
in the States of Ohio and Delaware.

Upon the consummation of the Carey Merger Agreement, the common shares of Piiihp Carey
owned by Glen Alden and one ofits subs:d:anes (aggregatmg 282,521 oommon shares) wﬁl be
cancelled,

The shareholders of Philip Carey will be promptly notiﬁed of the effective dat_e;of eonsummation of
the proposed transaction. All such shareholders will be advised as to the procedures for surrender of
their certificates in exchange for certificates representing shares of Senior Stock of Glen Alden Corpora-
tion. Such exchange will be necessary in order to enable the former common sharcholders of Philip
Carey to receive dividends on their shares of Senior Stock (at which time such shareholders will receive,
without interest, all dividends ﬂieretofore payable on their sham ot Semor Stock) o

Rights of Abandonment

The Carey Merger Agreement provides that the merger may be abandoned prior to its beoommg
effective upon a number of grounds of which the more significant are as follows (for a more detailed
and complete statement of all such grounds reference is hereby made to the Carey Merget Agreement,
Appendix 1I¥ hereof):

(a) by mutual agreement of the Boards of Directors of Glen Alden and Philip Carey;

(b) by Glen Alden, if certain consents with respect to outstanding loan agreements of Philip
Carey have not been obtained from The Equitable Life Assurance Society of the United States,
Metropolitan Life Insurance Company and First National Bank of Middletown (of Middletown,
Ohio);

(c) by Glen Alden, if the shareholders of Glen Alden and Philip Carey who have taken all then
necessary steps to perfect their appraisal nghts with respect to the B.V.D. and the Philip Carey
Transactions would hold, but for the exercise of such rights of appraisal and payment, an aggre-
gate of at least 350,000 shares of Common Stock of Glen Alden Corporation, the surviving cor-
poration. For this purpose, each share of Senior Stock is deemed to represent the number of
shares of Glen Alden Corporation Common Stock into which it is initially convertible;

(d) by the Board of Directors of Philip Carey, if the potential liability of Glen Alden Cor-
poration which might result from demands from the holders of capital stock of any of the constituent
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corporations who have taken ali then necessary steps to perfect their appraisal rights with respect
to the B.V.D. and the Philip Carey Transactions would reduce the Consolidated Net Tangible
Assets of Glen Alden Corporation (as defined in the Carey Merger Agreement) to less than
$72,440,500;

(¢) by either Glen Alden or Philip Carey, if on or before May 27, 1967, the ruling referred to
below under “Federal Income Tax Consequences” has not been received;

(f) by Philip Carey, if, except as contemplated by the Carey Merger Agreement:

(i) any change has been made in the Articles or Certificate of Incorporation, by-laws or
(with certain exceptions) the number of outstanding shares of capital stock, of Glen Alden or
any of its subsidiaries except with the approval of Philip Carey which approval will not be
unreasonably withheld;

(ii) Glen Alden or any of its subsidiaries has encumbered or mortgaged any of its property
or assets or entered into any transaction which by reason of its size or otherwise was not in the
ordinary course of business, or if ejither Glen Alden or any of its subsidiaries, other than in the
ordinary course of business, has incurred any obligation (contingent or otherwise) or has
transferred or conveyed or has acquired any material assets or property;

Lo (iii) Glen Alden has merged with or into, or has consolidated with, or has acquired all or
substantially all of the assets of any other corporation, association, partnership or other business
entity or has sold, leased or otherwise conveyed all or substantially all of its assets as an entirety;

. (g) by either Glen Alden or Philip Carey if the initial conversion rate of the Scmor Stock
.. is greater than four shares of Common Stock for each share of Semior Stock and the parties
‘{ & fm’l to agree upon the rate as described below under “Description of Capntahzatxon—Semox Stock-

., Conversion”;

-0 (h) by enther‘Glen Alden or Philip Carey, if there shall be any breach by the other (unless
¢« 'cured) of any of the representations or warranties set fo;th in the Carey Merger Agreement.

Listing on New York Stock Exchange

It is intended that the shares of Common Stock, Senior Stock and Preferred Stock of Glen Alden
Corporation to be issued as herein described and the shares of Common Stock into which the Senior,
Preferred and Class C Stock will be convertible will be listed on the New York Stock Exchange. There
!S no intention to apply for Ixstmg the Class C Stock of Glen Alden Corporation.

. The B.V.D. Transaction may be abandoned by Glen Alden and by Glen AIden-De!aware unless
the Common Stock to be issued to McCrory and to the holders of Common Shares of Glen Alden is listed
or approved for listing on the New York Stock Exchange on or prior to the consummation of said
transaction. Similarly, the B.V.D. Transaction may be abandoned by B.V.D. unless the shares of
Preferred Stock to be received by the stockholders of B.V.D., and the-shares of Common Stock reserved
for issuance upon conversion of the Preferred Stock and Class C Stock are listed or approved for listing
on the New York Stock Exchange on or prior to the consummation of said transaction.

The Philip Carey Transaction may be abandoned by Philip Carey unless the Senior Stock to be
issued to the holders of common shares of Philip Carey and the shares of Common Stock reserved
for issuance upon conversion of said Senior Stock are listed or approved for listing on the New York
Stock Exchange on or prior to the consummation of said transaction.

Registration under the Securities Act of 1933

A Registration Statement will be filed with the Securities and Exchange Commission on an
appropriate form so as to register under the Securities Act of 1933, as amended, all of the shares of the
capital stock of Glen Alden Corporation to be issued in the proposed transactions (or issuable upon
conversion thereof) to persons who are or may be affiliates (as said term is defined in the Rules of the
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Securities and Exchange Commission) of Glen Alden, Philip Carey and B.V.D. B.V.D. may abandon
the B.V.D. Transaction unless on or prior to the consummation thereof said Registration Statement has
become effective with respect to the Preferred Stock and Class C Stock (and the Common Stock
issuable upon conversion therecof) of Glen Alden Corporation. Philip Carcy may abandon the
Philip Carey Transaction unless on or prior to the consummation thereof said Registration Statemeat
has become effective with respect to the Senior Stock (and the Common Stock issuable upon conversion
thereof) of Glen Alden Corporation.

Certificate of Incorporation and By-Laws

The Certificate of Incorporation and By-Laws set forth in Exhibits A and B, respectively, to Appen-
dix I will be the Certificate of Incorporation and By-Laws, respectively, of Glen Alden Corporation.

The Certificate of Incorporation provides for indemnification of directors and officers except in
relation to certain matters as to which the officer or director has been adjudged liable for negligence or
misconduct in the performance of his duties. The By-Laws of Glen Alden and B.V.D. and the Code of
Regulations of Philip Carey contain generally similar provisions.

Expenses of Merger and Acquisition

B.V.D. will pay the fees and expenses of its counsel and accountants and one-third of the total
printing expenses. If the B.V.D. Transaction is consummated, B.V.D. will pay the aforesaid expenses
out of amounts retained for the purpose, with any unused balance to be remitted to Glen Alden
Corporation. Glen Alden Corporation (the Surviving Corporation) will bear all other expenses
of the two transactions, including the amounts, if any, to which dissenting sharcholders of Glen
Alden and Philip Carey may be entitled by virtue of appraisal rights pursuant to the Pennsylvania
Business Corporation Law and the General Corporation Law of Ohio, except that if the Philip Carey
Transaction is not consummated, Philip Carey will pay the fees and expenses of its counsel, accountants
and investment ‘advisors and one-third of the total printing expenses, and if neither transaction is con-
summated, Glen Alden will pay the fees and expenses of its counsel, accountants and investment advisors
and one-third of the total printing expenses.

Federal Income Tax Consequences
B.V.D, Tran.saca'on

Counsel for Glen Alden, Messrs. Strasser, Spiegelberg, Fried &. Frank, Glen Alden’s special tax
advisers, Messrs. Hanigsberg, Delson & Broser, counsel for B,V.D.,-Messrs. Riesner, Jawitz & Holland,
and special tax counsel for B.V.D., Messts. Sullivan & Cromwell, havc advised that, in their opinion, the
merger of Glen Alden and Glen Alden-Delaware with and into Glen Alden Corporation, and the acquisi-
tion of substantially all the assets of B.V.D. by a wholly-owned subsidiary of Glen Alden Corporation, will
constitute reorganizations within the meaning of the current provisions of the Internal Revenue Code,
and, accordingly, under such provisions no gain or loss will be recognized to Glen Alden,
Glen Alden-Delaware or B.V.D. as a result of such merger and such acquisition, no gain or
loss will be recognized to the stockholders of Glen Alden and Glen Alden-Delaware as a result of the
exchange of Glen Alden Common Shares and Glen Alden-Delaware Common Stock for Glen Alden
Corporation Common Stock and the exchange of Glen Alden-Delaware Preference Stock for Class C
Stock of Glen Alden Corporation, and no gain or loss will be recognized to the B.V.D. stock-
holders as a result of the exchange of B.V.D. Common Stock for Preferred Stock or Class C
Stock of Glen Alden Corporation upon the liquidation of B.V.D., except to the extent that frac-
tional shares to which such stockholders would otherwise be entitled are sold. Said counsel and advisers
have further advised that, in their opinion, the basis to the stockholders of Glen Alden, Glen Alden-Dela-
ware and B.V.D. for the shares of Glen Alden Corporation stock received by them in the exchanges will be
the same as the basis for their shares of Glen Alden, Glen Alden-Delaware or B.V.D. stock, as the case
may be, surrendered in the exchanges, and their holding period for the Glen Alden Corporation stock will
include their holding period for the stock of Glen Alden, Glen Alden-Delaware or B.V.D. so surrendered,
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assuming with respect to the latter that the surrendered shares constitute capital assets in the hands
of such Glen Alden, Glen Alden-Delaware or B.V.D. stockholders, as the case may be. Said counsel and
advisers have further advised that, in respect of the status as “Section 306 stock” of the shares of Preferred
stock and Class C Stock of Glen Alden Corporation exchanged for B.V.D. Common Stock and
Glen Alden-Delaware Preference Stock, in their opinion such shares will not constitute “Section 306 stock”
(and therefore subsequent disposition or redemption of such stock will not be subject to special rules
taxing the proceeds therefrom as ordinary income) to any stockholder of B.V.D. or Glen Alden-
Delaware, assuming, as is required by the reorganization plan, that such stockholder receives only
Preferred Stock or only Class C Stock in the exchange.

The Philip Carey Transaction

The Carey Merger Agreement provides that either Glen Alden or Philip Carey may abandon the
Philip Carey Transaction unless at or before May 27, 1967, Glen Alden on the one hand and Philip Carey
on the other shall have received a ruling from the Commissioner of Internal Revenue in form and
substance satisfactory to Messrs. Strasser, Spiegelberg, Fried & Frank, counsel to Glen Alden, and
Messrs. Taft, Stettinius & Hollister, counsel to Philip Carey, to the effect that

(a) No gain or loss will be recognized to Glen Alden Corporation, Philip Carey, or the share-
holders of Philip Carey as a result of the merger of Philip Carey into Glen Alden Corporation, and
said merger will have no tax consequences to the stockholders of Glen Alden Corporation;

(b) The basis of the Senior Stock in the hands of the Philip Carey sharcholders received
in the aforesaid merger will be the same as the basis to each such Philip Carey sharcholder of the
common shares of Philip Carey from which such Senior Stock has been converted in connection

" with such merger, and the holding period for such shares of Senior Stock will include the holding
period for the common shares of Plnhp Carey so converted;

o (c) The conversion of any of the shares of Senior Stock into Common Stock will not result
.- ,..in recognition of gain or loss; and

(d) The shares of Senior Stock.so received in the aforesaid merger will not constitute

~ “Section 306 Stock™ (and therefore that subsequent disposition or redemption of such stock will not
., Dbe subject to special rules taxing the proceeds therefrom as ordinary income).
" It is the opinion of counsel for Glen Alden, Messrs. Strasser, Spiegelberg, Fried & Frank and Glen
Alden’s special tax advisers, Messrs. Hanigsburg, Delson & Boager, that if Glen Alden (the present
Pennsylvania corporationi) is reincorporated in Delaware by merger into Glen Alden Corporation as part
of the Philip Carey Transaction, such merger will constitute a reorganization within the meaning of the
current provisions of the Internal Revenue Code, and, accordingly, that under such provisions no gain
or loss wili be recognized to Glen Alden or Glent Alden Corporation (the Surviving Corporation) as a
result of such merger, and that no gain or loss will be recognized to the shareholders of Glen Alden as a
result of the conversion of Glen Alden Common Shares into shares of the Common Stock of Glen Alden-
Corporation (the Surviving Corporation). Said counsel and advisers have further advised that the basis
to the shareholders of Glen Alden for the shares of Glen Alden Corporation stock received by them as
a result of such conversion will be the same as the basis for their shares of Glen Alden and that their
bolding period for the Glen Alden Corporation stock will include their holding period for the stock of
Glen Alden converted, if the converted shares constituted capital assets in the hands of such Glen Alden
shareholders.

Accounting Treatment

The acquisition of B.V.D.’s assets (subject to liabilities) pursuant to the B.V.D. Transaction and
the acquisition of the Philip Carey assets pursuant to the Philip Carey Transaction, are considered for
accounting purposes to be poolings of interests except to the extent of 282,521 common shares of Philip
Carey previously acquired by Glen Alden and its subsidiary.
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Haskins & Sells, independent certified public accountants, have reviewed and approved this treat-
ment as being in accordance with generally accepted accounting principles.

Rights of Dissenting Shareholders
Shareholders of Glen Alden

Glen Alden is a Pennsylvania corporation. The shareholders of Glen Alden may dissent from either
the B.V.D. Transaction or the Philip Carey Transaction or both Transactions. The Business Corporation
Law of Pennsylvania sets forth the rights and remedies of the shareholders of Glen Alden who may object
to and desire to dissent from either or both of the aforesaid Transactions. The B.V.D. Transaction and
the Philip Carey Transaction are described above under “Purposes of Meetings”.

Pursuant to §§515 and 908A of the Pennsyivania Business Corporation Law, a shareholder of
Glen Alden who wishes to demand payment of the fair value of his shares must file with Glen Alden
prior to the commencement of voting by shareholders upon the Transaction in respect of which such
a sharebolder desires to dissent, an appropriate written objection, and must not vote in favor of the
Transaction from which he intends to dissent. Voting against the Transaction from which such sbare-
holder intends to dissent, or giving a proxy for such purpose, will not constitute such a written objection.
In addition, such shareholder must, within twenty days after the date on which the vote was taken
on the Transaction or Transactions in respect of which he intends to dissent, make written demand
on Glen Alden, or, if either Transaction has been consummated, on Glen Alden or the Surviving
Corporation, for payment of the fair value of his shares, stating the number of shares owned by him
with respect to which he dissents. Within 20 days after such demand, such shareholder must
submit his certificate or certificates to Glen Alden, or if either Transaction has been consummated, to
Glen Alden or to the Surviving Corporation, for notation that such demand has been made. Glen
Alden will notify shareholders filing written objection if the voting upon either of the proposed Trans-
actions is delayed more than three days beyond the scheduled date of the meeting as hereinabove set forth.
If either of the proposed Transactions has been consummated, the Surviving Corporation will give written
notice thereof within 30 days thereafter to those shareholders who have both dissented to such Transaction
and complied with the foregoing requirements, and will make a written offer to each such shareholder
to pay a specified price as the fair value for his shares. At any time after 60 days (and within 90 days)
after the effectiveness of either Transaction in respect of which the sharcholder has dissented, if the fair
value has not then been agreed upon between the Surviving Corporation and such dissenting shareholder,
the shareholder may demand court proceedings to value his shares. The costs and expenses of any such
proceeding will be assessed against the Surviving Corporation but may be fully or partly apportioned
against any or all of the dissenting shareholders if the court shall find that the action of such shareholders
in failing to accept the Surviving Corporation’s offer to pay for the shares was arbitrary, vexatious or not
in good faith,

The statute provides that unless a sharcholder files a written objection and makes the necessary
demand within the 20 day period described above, he shall be conclusively presumed to have consented
to the proposed transactions (or any thereof as to which no such written objection and demand has been

-made) and shall be bound by the terms thereof.

~

Shareholders of Philip Carey

Philip Carey is an Ohio corporation. The General Corporation Law of Ohio sets forth the rights
and remedies of shareholders of Philip Carey who may object to and desire to dissent from the Philip
Carey Transaction.

Pursuant to §1701.85 of the General Corporation Law of Ohio, any shareholder of Philip Carey
whose shares are not voted in favor of the Philip Carey Transaction and who serves on Philip Carey
a proper written demand for payment of the fair cash value of the shares held by him of record on the
record date for the determination of shareholders entitled to notice of the meeting to which this Proxy
Statement relates may obtain payment for his shares. The failure to vote for or a vote against the
proposals will not, in itself, constitute compliance with the statutory requirements. The fair cash value,
as defined in §1701.85 is the amount which a willing seller, under no compulsion to sell, would be
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willing to accept and a willing buyer, under no compulsion to purchase, would be willing to pay. Such
fair cash value is determined as of the day prior to the date on which the vote by shareholders authorizing
the Philip Carey Transaction is taken and excludes from such value any appreciation or depreciation

resulting from the proposal acted upon at the meeting.

The relief provided by §1701.85 of the General Corporation Law of Ohio is the exclusive right
of dissenting shareholders. Pursuant to the aforesaid section, a shareholder not voting in favor of the
Philip Carey Transaction must file a written demand upon Philip Carey on or before the later of (1)
the thirtieth day after the giving of notice of the meeting, or (2) the tenth day after the taking of the
vote authorizing the Philip Carey Transaction. Philip Carey does not propose to give further notice
of the dates herein referred to. The dissenting shareholder must make certain specifications as
provided for in Section 1701.85 of the General Corporation Law of Ohio and must set forth the amount
per share claimed by him as constituting the fair value of his shares. If Philip Carey is unwilling to pay
the amount so demanded it may, within ten days after the expiration of the period within which such
demand may be made, so” notify the shareholder and make a counter offer of a different amount per
share, Within 15 days after Philip Carey mails to such shareholder a written request therefor,
the shareholder must deliver the certificates representing his shares to Philip Carey to have endorsed
thereon a legend to the effect that demand has been made for such payment. Philip Carey will then
return the certificates so endorsed to the shareholder. If the shareholder does not comply with the
request of Philip Carey to deliver his certificates for such endorsement within said 15-day period, his
right to receive the fair cash value of his shares pursuant to §1701.85 will terminate.

: Section 1701.85 further provides that the fair cash value of the shares involved in the demand
by the sharcholders will be deemed to be the amount demanded by him if he has complied with
§1701.85, or, if Philip Carey has made a counter offer, then the amount per share specified in such
counter offer, unless either (1) Philip Carey and the sharcholder, at any one time within three months
from the time said vote was taken, agree upon a different amount, or (2) the shareholder or Philip
Carey within said three month period files a petition in the Common Pleas Court of Hamilton County to
determine the fair cash value per share. If suit is filed, the, Court will determine whether the share-
holder is entitled to be paid the fair cash value of his shares; and if so, the Court will appoint
three appraisers to determine and report such value to the Court for confirmation and approval or for
such further proceedings as the Court may direct. The Court is authorized to fix reasonable compensa-
‘tion for the appraisers and equitably apportion such compensation and the court costs between
Philip Carey and the sharcholder. Philip Carey will pay only such portion of the appraisal cost as the

Court may require.

Stockholders of B.V.D. ]

It is the opinion of Messrs. Riesner, Jawitz & Holland, counsel for B.V.D., that, under Delaware
law, dissenting stockholders of B.V.D. will not be entitled to any appraisal rights by reason of the
B.V.D. Transaction.

General

The applicable provisions of the Pennsylvania and Ohio statutes are set forth as Appendices V
and VI of this Proxy Statement. The foregoing is a summary of said statutory provisions, to which .
reference is hereby made for a complete statement. In the opinion of counsel for Glen Alden and :
Philip Carey respectively, the receipt of payment by dissenting shareholders of either corporation will
result in recognizable gain or loss for Federal income tax purposes.

Differences in Corporation Law

Sharcholders of Glen Alden and Philip Carey may be affected by certain differences between the
corporation law of Delaware and the corporation laws of Pennsylvania, on the one hand, and Ohio
on the other. Neither Delaware law nor Glen Alden Corporation’s Certificate of Incorporation requires
cumulative voting in the election of directors. The Pennsylvania law requires cumulative voting and
the Ohio law requires cumulative voting upon the timely demand of any shareholder.
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. There are other differences among the laws of the three states in regard to sharcholders’ rights,

Among these are variations in voting rights in connection with mergers, consolidations, acquisitions
and other reorganizations. Moreover, the rights of dissenting shareholders to have their shares appraised
upon the taking of such corporate action differ significantly in Delaware from those arising under the
laws of Pennsylvania or Ohio.

Solicitation of Proxies

Solicitation of proxies will be made by mail, telephone and otherwise. Glen Alden, Philip
Carey and B.V.D. may cach utilize the services of some of their respective officers and regular employees
(who will receive no compensation therefor in addition to their regular salaries) to solicit proxies
personally. Each company intends to request banks and brokers who hold shares of its stock in their
name or in their custody or in the names of others, to forward copies of the proxy material to those
persons for whom they hold such shares and to request authorization for the execution of the proxies.
Each company will reimburse such banks and brokers for their out-of-pocket expenses incurred in
connection therewith. Glen Alden and Philip Carey have retained Georgeson & Co. to aid in the
solicitation, at an estimated aggregate cost of $9,000.

Transfer Agents, Exchange Agents and Registrars

Chemical Bank New York Trust Company, New York, New York, and Fidelity-Philadelphia Trust
Company, Philadelphia, Pennsylvania, will be the Transfer Agents and The Chase Manhattan Bank,
New York, New York and The Philadelphia National Bank, Philadelphia, Pennsylvagia, will be the
Registrars of the Senior, Preferred and Class C Stock and the Common Stock of Glen Alden
Corporation. The Bank of New York and the Girard Trust Bank, Philadelphia, Peansylvania, will be
the Exchange Agents for the Preferred and Class C Stock of Glen Alden Corporation in conaection
with the B.V.D. Transaction. The Fifth Third Union Trust Company, Cincinnati, Ohio, will be the
Exchange Agent for the Senior Stock of Glen Alden Corporation in connection with the Philip Carey
Transaction.

DESCRIFTION OF CAPITALIZATION -

) A brief description of the proposed authorized capitalization of Glen Alden Corporation is set forth
below. Reference is made to Article FOURTH of the Certificate of Incorporation of Glen Alden Cor-
poration, attached bereto as Exhibit A to the Glen Alden Merger Agreement, Appendix I hereto, for
a complete statement in connection therewith. -

Authorized Capital Stock

The aothorized capital stock of Glen Alden Corporation will be () 21,000,000 shares of Common
Stock, (b) 724,405 shares of Senior Stock, (c) 1,300,000 shares of Preferred Stock, and (d) 1,200,000
shares of Class C Stock. The shares of Preferred Stock issued in exchange for shares of the Common
Stock of B.V.D. owned by Glen Alden-Delaware will be cancelled and retired by Glen Alden Corpo-
ration but will remain subject to reissuance.

None of the holders of any class of Glen Alden Corporation capital stock will have any preemptive
right to subscribe to any shares or other securities issued by Glen Alden Corporation,

Of the 21,000,000 shares of Common Stock authorized in the Certificate of Incorporation of Glen
Alden Corporation, approximately 4,802,032 shares will be issued in exchange for Common Shares of
Glen Alden (and Common Stock of Glen Alden-Delaware if the B.V.D. Transaction is consummated).
Of the remaining authorized but unissued shares of Common Stock, Glen Alden Corporation will reserve
a sufficient number of shares against conversion of shares of Semior, Preferred and Class C Stock and
for the exercise of options and for other contractual obligations as described under “Details of the
Proposed Transactions”. The balance of the authorized shares of Common Stock will be available
for issuance by the Board of Directors in connection with possible acquisitions and other corporate
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without the necessity of further stockholder action, except to the extent required by Delaware

- . fawor by the rules of any national securities exchange upon which such shares may be listed. Except as
aforesaid, no specific plans or intentions have been formulated for the issuance of shares of any class.
L S

s SENIOR STOCK
Pividends

Holders of shares of Senior Stock will be entitled to receive, when and as declared by the Board
of Directors, cumulative cash dividends at the annual rate of $2.25 per share payable quarterly on
the 15th day of March, June, September, and December in each year. Dividends will be cumulative
from the date of payment of the dividend last paid in respect of its common shares by Philip Carey
prior to the consummation of the Philip Carey Transaction.

al

Voting .

" Holders of shares of Senior Stock will be entitled to one-tenth of a vote per share upon all matters
considered at any stockholders meeting, except that, when the Senior Stockholdets are entitled, by
statute or by any provision of the Certificate of Incorporation, to one vote per share on any matter,
such right will be substituted for, and will not be in addition to, the right to one-tenth of a vote per share.
Jhe following special voting rights have been provided:

< (a) if dividends on the outstanding shares of Senior Stock are im arrears in an amount
0 equivalent to two full quarterly dividends, the holders of Senior Stock, voting separately as a
& ** class, will be entitled to elect one-fourth of the entire Board of Directors (or the next lower whole
EARSS number, but in any event a minimum of two additional directors); and

Looasi
_g8sb. .2 - (b) if dividends on the Senior Stock are in arrears in an amount equivalent to six full quarterly
g4+, dividends, or if Glen.Alden Corporation is in arrears with regard to two sinking fund redemptions
.0 e ¥ (see below “Sinking Fund Redemption™), whether or not consecutive, the holders of Senior
& &&{2 Stock, voting separately as a class, will be entitled to elect a majority of the Board of Directors.

o 3‘:>ei q.1he Certificate of Incorporation contains provisions relating to the method of calling stockholders
- meetings for the purpose of enabling the holders of Senior Stock to elect directors in accordance with

}he foregoing. Such voting rights will continue until all unpaid dividends on the Senior Stock for past
dividend periods and the then current dividend period have been declared and paid or declared and set
apart for payment and, where appropriate, until all sinking fund redemptions in arrears have been made
in full. For the purposes of the above special voting rights, so long as McCrory or Rapid-American
Corporation, or their successors, controls, is controlled by, or is under common control with, Glen Alden
Corporation, any shares of Senior Stock owned by any such corporation or any of its subsidiaries are
deemed not to be outstanding and may not be voted.

So long as any shares of Senior Stock are outstanding, Glen Alden Corporation may not

(a) authorize any new class or series of stock ranking prior to, or on a parity with, the
Senior Stock, as to dividends, rights upon liquidation or redemption (or increase the authorized
amount of any such stock);

(b) issue any shares of Class C Stock except in connection with the B.V.D. 'i‘ransacﬁon; or

(c) alter the rights of any class of stock as a class if such alteration materially and
adversely affects the rights or preferences of the holders of Senior Stock as a class,

without the affirmative vote of the holders of at least two-thirds of the outstanding shares of Senior
§tock. In addition, so long as McCrory or Rapid-American Corporation, or their successors, controls,
Is controlled by, or is under common control with, Glen Alden Corporation, the affirmative vote of the
holders of at least two-thirds of the outstanding shares of Senior Stock not held by such corporations
and their subsidiaries, is also required in order to validate any such corporate action.
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Conversion

Rach share of Senior Stock will be convertible, at any time, at the option of the holder, into
a number of shares of Common Stock of Glen Alden Corporation to be determined immediately prior
to the first to be held of the shareholders’ meetings of Glen Alden and Philip Carey to which this
Proxy Statement relates. The exact number of shares of Common Stock into which each share of
Senior Stock will be convertible will be determined by dividing into $50 a sum equal to 125% of
the average of the closing prices of Glen Alden Common Shares on the New York Stock Exchange
for the first ten business days of the 15 business days immediately preceding the appropriate share-
holders meeting, as aforesaid, provided, however, that

(a) each share of Senior Stock will be convertible into 2 minimum of 3.5 shares of Common
Stock; and

(b) if the conversion rate, as determined above, is greater than four shares of Common Stock
for one share of Senior Stock, either Glen Alden or Philip Carey may abandon the Philip Carey
Transaction unless

(i) Philip Carey agrees in writing to accept Senior Stock having an initial conversion
rate of four for one; or

(ii) Glen Alden agrees in writing to issue Senmior Stock having an initial conversion
rate as determined above; or

(iii) Philip Carey and Glen Alden agree in writing upon an initial conversion rate higher
than four for one and lower than the rate determined as described above.

All accrued and unpaid dividends on shares of Semior Stock up to the dividend payment date
immediately preceding the surrender for conversion of any such shares will constitute a debt of Glen
Alden Corporation payable without interest to the converting stockholder, and no dividend may be
paid or declared in respect of any shares of Preferred Stock or Class C Stock or Common Stock until such
debt shall have been fully paid or provided for.

The rate at which shares of Senior Stock are convertible into shares of Common Stock is subject
to adjustment ‘pursuant to anti-dilution provisions contained in Article FOURTE, Section 1.11 of the
Certificate of Incorporation.

Volmtary Redemption - ' .

- The Senior Stock may be redeemed in whole or in part at any time after June 30, 1972 at
redemption prices ranging from a maximum of $52.50 per share for the 12-month period from July
1, 1972 to June 30, 1973, to a minimum of $50 per share after June 30, 1977, plus, in all cases, all
accrued and unpaid dividends to the date fixed for redemption. If and so long as Glen Alden Corporation
is in arrears with respect to any dividend or sinking fund redemption (see below, “Sinking Fund Redemp-
tion™) in respect of the Semior Stock, Glen Alden Corporation may not purchase any shares of such
stock except by redemption pursuant to Sections 1.4 and 1.5 of the Certificate of Incorporation.

Liquidation

In the event of any dissolution, liquidation or winding up of the affairs of Glen Alden Corpora-
tion, holders of shares of Senior Stock will be entitled to receive $50 per share if such action be
involuntary, or $52.50 per share or the then current redemption price, whichever is less, if such action
be voluntary, in each case together with any accrued and unpaid dividends, before any payment is made
to holders of Preferred Stock or Class C Stock or Common Stock.

Sinking Fund Redemption

- Glen Alden Corporation is required, in each 12-month period commencing on July 1, 1972 and
on each July 1 thereafter, to redeem 2% of the number of shares of Senior Stock outstanding on
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1, 1972, at a price per share of $50 plus accrued and uapaid dividends to the date fixed for
Shares of Senior Stock that have been converted into shares of Common Stock, or

July
redemption.

f,m be credited against sinking fund redemptions.

Certain Restrictions on Corporate Action

Glen Alden Corporation may not merge or coasolidate with or into, or sell or lease all or substantially
all of its assets as an entirety to, another corporation (except, in each case, a corporation 90%, or more,
of the outstanding capital stock of which is owned by Glen Alden Corporation), if the holders of
40% or more of the outstanding shares of Senior Stock vote against such tramsaction, unless Glen
Alden Corporation or its designee makes a written offer to purchase, at a price of $50 per share, plus
accrued and unpaid dividends, all shares of Senior Stock duly tendered by each stockholder who
has voted against such transaction within a period (which must be at least 15 days) prescribed by
Glen Alden Corporation’s Board of Directors. If such transaction is not consummated for any reason,
peither Glen Alden Corporation nor its designee will be entitled, or required, to purchase asy of the
Senior Stock so tendered. In lieu of the foregoing tender, any holder of Senior Stock may invoke any
statutory right of appraisal available as a result of any of the aforesaid transactions.

~ So long as any Senior Stock is outstanding, Glen Alden Corporation may not merge or
consolidate with or into, or acquire all or substantially all of the assets as an entirety of another
corporation, association, partnership or other form of business organization, or sell or lease all or
substantially all of its assets as an entirety (except, in each case, for a transaction with a corporation
'90%, or more, of the outstanding capital stock of which is owned by Glen Alden Corporation) or incur or
assume or permit any subsidiary to incur or assume any debt which matures more than one year from
the date of its creation (except renewals, extensions or refundings) unless immediately after such trans-
action becomes effective, its consolidated net tangible assets (as defined in Article FOURTH of the
Certificate of Incorporation) equals at least 200% of the aggregate voluntary liquidation price of the

shares of Senior Stock then outstanding.

£ .

. Glen Alden Corporation may not reissue any shares of Senior Stock converted into Common
Stock, purchased, redeemed, or otherwise acquired by it. ’

Distributions in Respect of Junior Stock

B 5o long as any shares of Senior Stock are outstanding, Glen Alden Corporation may not
declare or pay any cash dividend or make any other distribution (other than a dividend payable in
Common Stock) in respect of any shares of Preferred Stock or Class C Stock or Common Stock, mor
may any such junior stock be purchased, redeemed or otherwise acquired by Glen Alden Corporation,
unless all dividends on Senior Stock for all past dividend periods and the then current dividend period
have been declared and paid or declared and set apart for payment, and all sinking fund redemptions
then due have been made.

So long as any shares of Senior Stock are outstanding, the aggregate amount paid by Glen
vAIdeu Corporation (i) as dividends (other than dividends payable only in shares of Common
Stock) on the Preferred Stock and Class C Stock and the Cosimon Stock, (ii) as distributions in
respect of such junior stock and (iii) as payments on account of the redemption, purchase or other
acquisition of shares of such junior stock (other than payments on account of the redemption, purchase
or other acquisition of shares of Class C Stock on or after a date 30 days prior to the Serial
Redemption Date of the series in which the shares so to be redeemed, purchased or otherwise acquired
are included and other than payments on account of the redemption, purchase or other acquisition of
Sinking Fund Class C Stock) shall not exceed the aggregate amount of consolidated net income, as
defined in Article FourtH of the Certificate of Incorporation, of Glen Alden Corporation and its
predecessors and their respective subsidiaries earned subsequent to December 31, 1965, undiminished
by any dividends paid by such predecessors or any of their subsidiaries subsequent to December 31,
1965 and prior to the date of issuance of the Senior Stock.
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PREFERRED STOCK
Dividends

Subject to the prior rights of the Semior Stock, holders of shares of Preferred Stock will be
entitled to receive, when and as declared by the Board of Directors, cumulative cash dividends at
the annual rate of $3.15 per share payable quarterly on the last business days of January, April,
July and October in each year. Dividends will be cumulative from the date of payment of the
dividend last paid in respect of its Common Stock by B.V.D. prior to the consummation of the B.V.D.
Transaction.

The Preferred Stock ranks, in respect of dividends, senior to the Common Stock, senior to the
Class C Stock in respect of non-cumulative dividends thercon, on a parity with the Class C Stock
in respect of all cumulative dividends thereon, and junior to the Senior Stock. Whenever dividends
on the Class C Stock are cumulative, dividends may only be declared and paid or declared and set
apart for payment on either the Preferred Stock or the Class C Stock if, simultaneously therewith, a
proportionate dividend is declared and paid or declared and set apart for payment on the other class.

Voting

Holders of shares of Preferred Stock will be entitled to one-fifth of a vote per share upon all
matters considered at any stockholders meeting, except that when the Preferred Stockholders are
entitled, by statute or by any provision of the Certificate of Incorporation, to one vote per share on
any matter, such right will be substituted for, and will not be in addition to, the right to one-fifth of
a vote per share.

If dividends on the outstanding shares of Preferred Stock are in arrears in an amount equivalent
to six full quarterly dividends, the Board of Directors will be increased by two and the holders of
Preferred Stock, voting separately as a class, will be entitled to elect such additional directors. The
Certificate of Incorporation of Glen Alden Corporation contains provisions relating to the method of
calling stockholders meetings, whether special or annual, for the purpose of enabling the holders of
Preferred Stock to clect directors in accordance with the foregoing. Such voting rights will continue
until there shall have been declared and paid or declared and set apart for payment dividends on
Preferred Stock for all past dividend periods.

So long as any shares of Preferred Stock are oﬁfst%nding, Glen Alden Corporation may not

(a) authorize any new class or series of stock ranking prior to or on a parity with the
Preferred Stock as-to dividends, rights upon liquidation or redemption (or increase the authorized
amount of any such stock); or

(b) alter the rights of any class of stock as a class if such alteration materially and
adversely affects the rights or preferences of the holders of Preferred Stock as a class,

without the affirmative vote of the holders of at least two-thirds of the outstanding shares of Preferred
Stock.

Conversion

Each share of Preferred Stock may be converted into 7.65 shares of the Common Stock of Glen
Alden Corporation at any time on and after February 1, 1968. Al accrued and unpaid dividends
on such shares up to the dividend payment date immediately preceding such surrender for conversion of
any such shares will constitute a debt of Glen Alden Corporation payable without interest to the con-
vetting stockholder, and Glen Alden Corporation may not declare or pay any non-cumulative dividend
on the Class C Stock or any dividend on the Common Stock, until such debt shall be fully paid or
provided for. The rate at which shares of Preferred Stock are convertible into shares of Common
Stock is subject to adjustment pursuant to anti-dilution provisions contained in Article FOURTH, Section
2.4, of the Certificate of Incorporation.

Redemption
The Preferred Stock may be redeemed in whole or in part at any time after June 30, 1973
at an initial redemption price of $110 per share for the twelve month period commencing on July
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1, 1973, reduced by $1 in each year thereafter to a minimum of $105 per share for the twelv? month
paiod commencingv July 1, 1978 and thereafter, plus, in all cases, all accrued and uppaid dividends
to the date fixed for redemption. Glen Alden Corporation is not prohibited from purchasing shares of
Preferred Stock while dividends in respect of such stock are in arrears. All redemptions and purchases
of the Preferred Stock are subject to the prior rights of the Senior Stock.

Liquidation

1n the event of any dissolution, liquidation or wimding up of the affairs of Glen Alden Corporation,
holders of shares of Preferred Stock will be entitled after payment or provision for payment is
made for all sums receivable by holders of Senior Stock, to receive $105 per share if such action
be involuntary, or $110 per share or the then current redemption price, whichever is less, if such
action be voluntary, together, in each case, with accrued and unpaid dividends, before any payment is
made to holders of Common Stock. Preferred Stock and the Class C Stock rank on a parity as to rights
upon dissolution, liquidation or winding up of the affairs of the corporation.

Distributions in Respect of Junior Stock

So long as any shares of Preferred Stock are outstanding, Glen Alden Corporation may not
declare or pay any dividend (other than dividends payable solely in Common Stock) or make any
other distribution in respect of any shares of Class C Stock (with the exception of cumulative dividends
on Class C Stock) or of Common Stock, nor may any Common Stock be redeemed, purchased
or otherwise acquired by Glen Alden Corporation, unless all dividends on Preferred Stock for all
past dividend periods and the then current dividend period have been declared and paid or declared

and set apart for payment.

e

orly CLASS C STOCK

¢, Issuein Series -

" 9"3"The Certificate of Incorporation of Glen Alden Corporation authorizes seven series of Class C

« Stock ranking on a parity with one another except as provided under “Redemption” below. The

., . sharés of Class C Stock may be issued in any or all of the seven series as determined by the Board

- of Directors. The B.V.D. Acquisition Agreement makes provision for the distribution of the respective

s’é_‘r’?gsﬁ;o be made to each stockholder of B.V.D. electing to receive Class C Stock (see page 7 above

! :Comparison of Certain Provisions of Preferred Stock and Class C Stock™).

} {." Dividends

‘ :;‘, Antil the occurrence of any of the events described below under “Failure to Make Serial Redemp-

: tions” the holders of Class C Stock are entitled to dividends only when and if declared by the
Board of Directors and then at no greater than $3.15 per share, per annum. Such dividends will be
non-cumulative so that dividends on other classes of stock (including the Common Stock) may be paid
without payment of any dividends on the Class C Stock, except that dividends on the Class C Stock
will be cumulative at the annual rate of $3.15 per share in any fiscal year immediately following
a fiscal year in which the consolidated net earnings (as defined in Article FourTH, Section 3.2(b)
of the Certificate of Incorporation) of Glen Alden Corporation and its subsidiaries exceeds
$25,000,000. Dividends on the Class C Stock are always subject to the prior rights of the
Senior Stock and if and to the extent cumulative, rank on a parity with dividends on the Preferred
Stock. Whenever dividends on the Class C Stock are cumulative, dividends may only be declared and
p.aid or declared and set apart for payments on either the Preferred Stock or the Class C Stock fif,
simultaneously therewith, a proportionate dividend is declared and paid or declared and set apart for
Payment on the other class. (See below under “Failure to Make Serial Redemptions” for statement of
circumstances under which such dividend rate increases.)

Voting
Holders of Shares of Class C Stock will be entitled to one-fifth of a vote per share upon
all matters considered at any stockholders meeting, except that when the Class C stockholders
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are entitled, by statute or by any provision of the Certificate of Incorporation, to one vote per ‘:

share on any matter, such right will be substituted for, and will not be in addition to, the right to one-fifth
of a vote per share,

If cumulative dividends on the outstanding shares of any series of Class C Stock are in arrears in an
amount cquivalent to six full quarterly cumulative dividends, the Board of Directors will be increased by
two and the holders of the Class C Stock, voting separatcly as a class, will be entitled to elect the additional
directors. The Certificate of Incorporation of Glen Alden Corporation contains provisions relating to the
method of calling stockholders mectings for the purposc of enabling the holders of the Class C Stock to
cleet dircctors in accordance with the foregoing. Such voting rights will coatinue until there shall have
been declared and paid or declared and set apart for payment dividends on the Class C Stock for all
past cumulative dividend periods.

So Jong as any shares of the Class C Stock are outstanding, Glen Alden Corporation may not

(a) authorize any new class or series of stock ranking prior to or on a parity with the Class C

Stock as to dividends, rights upon liquidation or redemption (or increase the authorized amount

of any of such stock); or

(b) alter the rights of any class of stock as a class if such alteration materially and adversely
affects the rights or prefcrences of the holders of Class C Stock as a class,

without the affirmative vote of the holders of at least two-thirds of the outstanding shares of Class C
Stock.

Redemption

Except as described below under “Failure to Make Serial Redemptions”, if Glen Alden Corporation
is not in arrears under any dividend or sinking fund redemption obligation with respect to the outstand-
ing shares of Senior Stock, the shares of Class C Stock of each serics may be redeemed as hereinabove
described on page 7 (see “Comparison of Certain Provisions of Preferred Stock and Class C Stock”). Any

redemption on or prior to their Serial Redemption Dates of shares included in the series having its Serial

Redemption Date in 1968 or 1970 respectively must include all shares of such series; any other
redemption of sharcs of Class C Stock may relate to all or any part of any series. Glen Alden Corpo-
ration is not prohibited from purchasing shares of Class C Stock while it is in arrears in respect of
cumulative dividends or any sinking fund redemption provision relating to such stock. All redemptions
and purchases of Class C Stock are subject to the prior rights of the Senior Stock.

* Glen Alden Corporation may not reissue any shares of Class C Stock converted into Common Stock
or purchascd, redeemed or otherwise acquired by it.

Conversion

Except as described below under “Failure to Make Serial Redemptions”, the holders of shares of
Class C Stock will have no conversion rights.

Liquidation

In the event of any dissolution, liquidation or winding up of the affairs of Glen Alden Corporation,
whether voluntary or involuntary, the holders of shares of Class C Stock will be entitled to receive $90
per share, plus all cumulative dividends, if any, accrued and unpaid thereon, after payment or provision
for payment is madc for all sums rcceivable by holders of Scnior Stock, but before any payment is made
to the holders of Common Stock. The Preferred Stock and the Class C Stock rank on a parity as to rights
upon 2 dissolution, liquidation or winding up of the affairs of Glen Alden Corporation,

Distributions in Respect of Junior Stock

So long as any shares of Class C Stock are outstanding, Glen Alden Corporation shall not declare or
pay any dividend on, or make any other distribution with respect to, its Common Stock (other than
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dividends payable solely in Common Stock), or redeem, purchase or otherwise acquire any shares of such

on Stock, unless all cumulative dividends on the Class C Stock, if any, for all past dividend periods
in respect of which dividends were cumulative and for the then current dividend period, if cumulative,
have been declared and paid or declared and set apart for payment, and unless Glen Alden Corporation
shall have complied with all then applicable sinking fund redemption provisions, all as described below
under “Failure to Make Serial Redemptions”.

Fallure to Make Serial Redemptions

Except for “Sinking Fund Class C Stock” described below, if Glen Alden Corporation fails to
redeem all of the shares of any series of Class C Stock on or before the Serial Redemption Date
Spplicable to such series (as described on pages 7 and 8 above), the holders of the shares of such series
not so redeemed will have the right to convert the shares of such series into Common Stock at a
conversion rate of nine shates of Common Stock for each share of Class C Stock if such conversion
is made on or prior to the April 14th immediately following the applicable Serial Redemption Date
and thereafter at a conversion rate of 6.56 shares of Common Stock for each share of Class C Stock.
‘The holders of any shares of said series not so converted will be entitled to receive, when and as
declared by the Board of Directors, cumulative cash dividends at the annual rate of $3.15 per share,
payable quarterly on the last business day of January, April, July and October of each year, com-
mencing on the last business day in April next succeeding said Serial Redemption Date, and cumulative
from‘ the April 14th next succeeding said Serial Redemption Date.

24t - Any accrued and unpaid cumulative dividends on shares of Class C Stock surrendered for
conversion, up to the dividend payment date immediately preceding such conversion, will constitute 2
debt of Glen Alden Corporation payable without interest to the converting stockholder, and no

- dividend may be paid or declared in respect of any shares of Common Stock until such debt is fully

ﬁ'%idv.or provided for.
£§P‘If,, on any Serial Redemption Date, Glen Alden has failed to redeem on or prior to their respective
erial Redemption Dates a number of shares of Class C Stock (the Serial Redemption Dates of which
':;Ien'qecurred) at least equal to the total number of shares of Class C Stock issued in Series 1 and 2 in
gnonnecnon with the B.V.D. Transaction (i.e., approximately 30% of the total number of Class C Stock),
and (i) if thereafter the Board of Directors fails, on or before the August 31st next succeeding such
zSerxg’l Redemption Date or on or before any August 31st thereafter, to pass a resolution stating its
intention ‘(which shall not be binding) to cause Glen Alden Corporation to redeem all of the shares of
the series of Class C Stock whose Serial Redemption Date next succeeds such August 31st, on or prior
to such next Serial Redemption Date, or (ii) if Glen Alden Corporation fails to redeem all of the out-
standing Class C Stock of the series mentioned in (i) on or prior to its Serial Redemption Date in
accordance with the intention to redeem as aforesaid, then all of the shares of each and every series of
Class C Stock whose Serial Redemption Date occurs after such August 31st (hereinafter called “Sinking
Fund Class C Stock”) will be entitled, without regard to series, to the following additional rights:

- (a) in lieu of the dividends described above, the holders of shares of Sinking Fund Class C
Stock will be entitled to receive, when and as declared by the Board of Directors, cumulative
dividends at the annual rate of $6.30 per share, payable quarterly on the last business days of
January, April, July and October in each year, commencing on the first such dividend date next
succeeding the date on which such shares of Class C Stock became entitled to the rights of
Sinking Fund Class C Stock (hereinafter called the “Sinking Fund Date™), said dividends to be
cumulative from the Sinking Fund Date;

(b) the Sinking Fund Class C Stock may be redeemed in whole or in part, pro rata or
- by lot, at any time after the Sinking Fund Date at a redemption price per share of $90 plus alt
cumulative dividends accrued and unpaid thereon up to the date fixed for redemption;

(c) in lieu of the conversion rights described above, the holders of shares of Sinking Fund
Class C Stock will be entitled, at their option, to convert such shares into shares of Common
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Stock, from time to time and at any time after the Sinking Fund Date, at the rate of 6.56 shares
of Common Stock for each share of Sinking Fund Class C Stock so converted; and

(d) Glen Alden Corporation will be required, in each six-month period commencing with
the six-month period beginning on the Sinking Fund Date, to redeem 5% of the number of shares
of Sinking Fund Class C Stock outstanding on the Sinking Fund Date, at a price per share of $90
plus accrued and unpaid cumulative dividends to the date fixed for redemption. Shares of Sinking
Fund Class C Stock which have been converted into shares of Common Stock, or redeemed,
purchased or otherwise acquired by Glen Alden Corporation at any time after the Sinking Fund
Date, may be credited against such redemption obligation.

If on the Sinking Fund Date, the number of shares of Class C Stock which Glen Alden Corpo-
ration has theretofore failed to redeem on or prior to their respective Serial Redemption Dates
exceeds the total number of shares originally issued in Series 1 and 2 as aforesaid, the Sinking Fund
Class C Stock will also include a number of shares equal to such excess selected (pro rata or
by lot) solely from the then remaining outstanding shares, if any, of the last series of Class C Stock
with a Serial Redemption Date preceding the Sinking Fund Date which was not totally redeemed on
or prior to its Serial Redemption Date. The Certificate of Incorporation provides that the holders
of the shares so selected will lose their right to have such shares included in Sinking Fund Class C
Stock unless the certificates evidencing the same are surrendered for reissuance within 30 days after
the mailing to them of a “Notice of Selection”. If on February 28, 1974, the Sinking Fund Date
has not occurred for any reason but the total number of shares of Class C Stock which Glen Alden
Corporation has failed to redeem on or prior to their respective Serial Redemption Dates exceeds the
total number of- shares originally issued as aforesaid in Series 1 and 2, Sinking Fund Class C Stock .
shall then include a number of shares equal to such excess, such shares to be selected solely from
the then remammg ontstandmg shares, if any, of the latest series which Glen Alden Corporation failed .
to redeem, in whole or in part, on or prior to its Serial Redemption Date,

As has been previously noted on page 24 hereof under “Redempnon” Glen Alden Corporauon is
entitled to redecm any series of Class C Stock, other than Series 1 and 3, in whole or in part. Thus, in
the event of redemption of only a small part of a series, up to approximately 49% of the originally issued
shares of Class C Stock might be unredeemed as of their respective Serial Redempuon Dates without any 3
Class C Stock immediately becoming Sinking Fund Class C Stock.” On the other hand, apart from con-
version into Common Stock, to the extent of any excess of unredeemed shares over the number of shares
originally issued in Series 1 and 2 as aforesaid, all shares of Class C Stock not redeemed on or prior
to their Serial Redempuon Dates will uitimately become Smhng Fund Class C Stock unless otherwise
redeemed.

The rates at which shares of Class C Stock (including Sinking Fund Class C Stock) are con-
vertible into shares of Common Stock are subject to adjustment pursuant to anti-dilution provisions
contained in Article FOURTH, Section 3.5 of the Certificate of Incorporation.

COMMON STOCK

Holders of Common Stock will be entitled to one vote for each share held on any matter submitted
to a vote at any meeting of stockholders, including the election of directors, except for those matters
summarized above, as to which the holders of the Senior Stock, Preferred Stock or Class C Stock
will be entitled to a separate class vote,

Dividends may be paid upon the Common Stock when and as declared by the Board of Directors
subject to the rights and preferences of the Senior, Preferred and Class C Stock summarized above,

Upon any voluntary or involuntary liquidation, dissolution or winding up of Glen Alden Corporation,
after the holders of the Senior, Preferred and Class C Stock have been paid in full the amounts
to which they are entitled, the remaining net assets of Glen Alden Corporation, or the proceeds thereof,
are distributable to the holders of Common Stock.

Holders of Common Stock have no pre-emptive right and have no conversion rights.
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NOTES TO STATEMENT OF CONSOLIDATED INCOME

1. Sales, cost of sales, advectising, selling, general and administrative expenses and operating income of disco;,.
tinued and sold operations are as follows:

Nine Months
Eaded
Year ended December 31, —, September 30,
1961 1962 1963 1964 1968 1965 |
Net $ales.....oooooreroreoo | $68.619,046 566,854,972 565,643,060 $44,747,227 $31,301,026 $23,160239 |
Cost of products sold ... (61.576,098) (59,209,131) (56,594,878) (39,134,343) (27,419,145) (20,813,560)

Advertising, selling, general and ad- .
ministrative expenses (Note 7). (5,628,529) (5,782,035) (4,820,865) (2,594,579} (2,196,420) (1,584,977}

Operating income of dlscommucd

and sold operations... . $ 1,414 419 S 1.863,806 $ 4,222,317 § 3,018,305 $ 1,685461 $ 761,702 .
2. Nonoperating items in the applicable periods were as follows:
Nioe Months “
Year Ended D ber 31 Se tEnad 30, -—--.,-:
———Year ecember 31, ——— ———September 30, :
1962 1964 1965 1965 1966
Profit (loss) on sale of: - — A
Theatre Properties .......cvwvuvnirninnss $ 405,446 $2,057,652 $1,029,730 $1,170,452 $ (3‘72,822)
Coal properties .........co..... —_ 1,457,765 (3,637,835%5) 175,681 -—.; X
Oil and gas properties.... 1,338,817 —_ — _— =
Industrial plant ........covvmviiriecnns 445,152 — — —_ —
Capital stock of The American
Hardware Corporation ............. _— 5,451,416 — —_ -
Operating asscts of the Hubschman 3
Division _— (1,559,095) — J— -
Mortgage notes aod capital stocks o
of subsidiaries .........ccocvevmrrerrennnne -— (1,165,839) (478,018) (478,018) —
Provision for losses on miscellanecus @
assets -and for possible Federal in- =
COME 1AX ASSESIMEDLS...........eeerssermensss —_ (2,464,498) (127,130) (24,422) -
Nonopenhnz items—aet credit N
ChArRE) ...ooeeraraaens . $2,189,415 $3,777,401 $(3,213,253) § 843,693 $(372 822) 2
Depreciation, depletion and amortization of fixed and intangible assets provided during each period was u ‘
follm = 3
Year Ended December 31: Discontinued -
Coutinuing and Sold v
. Total Operations QOperations
1961 $2,574096 § 758,836 $1,815,260
1962 3,087,631 1,227,448 1,860,183
1963 3,234,342 1,483,003 1,751,319
1964 2,815,384 1,669,730 1,145,654
1968 2,406,549 1,631,373 775,176
Nine Months Ended September 30: _
1965 1,668,062 1,112,787 555,278
1966 983,204 983,204 —

4. No Federal income taxes were provided during any period because of the availability of carry-forward net
operating losses. The net operating loss carryovers will not be available after December 31, 1966. Reference is made
to Note G to Financial Statements of Glen Alden.

. The amounts per Common Share are based on the number of Common Shares outstanding at the end of
each period.

6. As of December 31, 1966, Glen Alden bas provided by a charge against income (nonoperating item) a
reserve of $750,000 to reduce the carrying value of its investment in the capital stock of Briggs Manufacturing
Company to approximate market quotation value at that date. Also during the quarter ended December 31, 1966,
Glen Alden bas sold certain theatre properties and realized gains (nonoperating item) of approxxmately $1,200,000
in connection therewith.

7. Corporate general and administrative expenses have been allocated to the several divisions and subsidiaries
included in continuing and discontinued operations based on estimates of management, determined by use of various
operational factors,
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THE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME

”.mlidated subsidiaries, including the operating results.of certain companies, acquired on the basis of poolings of
foe the periods prior to their respective dates of acquisition by B.V.D. The operating results of Adams Clothes,
pesth, jred on May 16, 1966, on the basis of a pooling of interests, are inciuded in the following statement for the
ended October 1, 1966 only (on the basis indicated in the General note to the consolidated statement of
rations and earnings of Adams for the prior periods, which are not material, have been excluded. See Note

4
}Th foliowing statement of income presents the consolidated results of operations of The B.V.D. Company, Inc.
B

: H Y . .
rg‘g&p@m financial statements of B.V.D. The statement, insofar as it relates to the five years ended April 2,
i b been cxamined by S. D. Leidesdorf & Co., independent certified public accountants, who, as set forth in their
art lncluded elsewhere herein, have relied in part on the reports of other accountants. The data for the six months ended
pbet 3,‘1'9'63 and October 1, 1966 are.unaudited; inB.V.D.’s opinion, all adjustments (which include only normal recur-
: lm"b' ) have been made which are necessary to present fairly the consolidated results of operations for the aforemen-
1od six-month periods. This statement should be read in conjunction with the other consolidated financial statements of
1.D. and notes thereto included elsewhere herein.

) | ‘ P Year Ended (Note A) ~—Six Moaths Ended~—
{ p March 31 . April3, April 2, October 2,  October 1,

Lo 1962 1963 1964 1965 1966 196S 1966
L~ {saotions ——Unandited)}——non,

b ot $50,606,053  $58,146,218  $66,838,861 $104,571,534 $138,956,366 $67,173,323 $85,994,079
I 40,098,126 45,576,502 52,723,155 81,961,439 104,435,952 51,083,421 64,322,270
g 10,507,927 12,569,716 14,115,706 22,610,095 34,520,414 16,089,902 21,671,809
lsg, general and administrative ex-
000=-NOtp J(4) e 7,319,423 8,222,238 8,782,885 14,967,339 23,792,704 10,537,368 15,424,212
Poretew oo 3,188,504 4347478 5,332,821 7,642,756 10,727,710 5,552,534 6,247,597

o dAeeny -
. 3004 °0f applicable ex- '
'.292““ . 154,569 161,430 212,781 274,985 317,268 138,448 188,020
S IO 13,630 12,129 75,720 , 124,738 38,519 17,854 25,599
mut.lw A . 3
Qala/(loss) on sales of fixed
ooty . 14,340 93,267 472,437 5222 (17,162)  (49,100)  (22,365)
BMIscellancons ...............cooovmvurneene 88,506 255951(a) 181,948 145,981 ‘322,260 160,774 265,404
"[:‘" FRE 271,045 522,777 942,886 550,926 660,885 - 267,976 456,658
L] P
“:L I 3,459,549 4,870,255 6,275,707 8,193,682 11,388,595 5,820,510 6,704,255

e dedoctions: , -

" Interest-on Jong-term debt............ 217,907 175,459 432,516 713,612 1,086,131 296,160 550,148
M .............................. 295,822 370,686 316,129 520,492 680,736 593,644 754,436
Amortization of plant pre-open-

: pre-open
fog and start-up costs — — — 59,799 83,259 40,734 58,106
Miscellaneons ... 26,713 25,836 33,080 38,641 300,969 59,896 69,290
540,442 571,981 781,725 1,332,544 2,151,095 990,434 1,431,980

ome before Federal income taxes... 2,919,107 4,298,274 5,493,982 6,861,138 9,237,500 4,830,076 5,272,275
wilon for Federal income taxes, :
deferred taxes of $148,000
8 1964 and (credit) of ($9,000) in
::" ended April 2, 1966—Note F
(®)(e) ..... . 622,870 1,024,516 1,470,740 1,757,600 2,496,100 1,440,690 1,312,712
¢ “”"‘9""“0 A and (b)(c)..... $ 2,296,237(d) $ 3,273,758(3) $ 4,023,242 $ 5,103,538 $ 6,741,400 $ 3,389,386 $ 3,959,563

® Iacome per share of Common

- ote A and (b)(c)(e)........ $ .80 $1.00 $122 $1.53 $2.01 $1.02 $1.12
Y a'““‘ds.‘ per share of Common = = - = R o T
. — — — $ 40 $ .50 $ .25 $ .25

ll
|
|
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NOTES TO CONSOLIDATED STATEMENT OF INCOME

GENerAL—References to the Notes to B.V.D. Ficancial Statements (included elsewhere berein) are designated by
capital letters.

In 1965, B.V.D. and its consolidated subsidiaries adopted a fiscal year ending on the Saturday closest to March 3

except as to National Shirt Shops Inc. and its subsidiaries and other retail subsidiaries whose fiscal year ends hmm,
31 and whose accounts are included in consolidation on that basis.

The results of operations of Adams Clothes, Inc., whose fiscal year ends on January 31, are included in !ho
consolidated statement of income for the six months ended October 1, 1966 only.

The accounts of Almar Rainwear Corporation (“Almar™) (acquired subsequent to April 2, 1966, in a pooling »,r
interests) for its fiscal year ended June 30, 1962 included in the consolidated statement of income, have not beeq |
audited. Sales, costs and expenses, and net income for such year are not material, 3 !

Almar had a fiscal year coding on June 30 thiough 1965 and on July 2, 1966, Because it is not practicable to
recast operating data for Almar for B.V.D.’s fiscal years, the consolidated results of opcrations include the accounts§
of Almar for the five years ended July 2, 1966 combined with those of B.V.D. and its other subsidiaries for the five'
years ended April 2, 1966, Net income of Almar for the three months eaded July 2, 1966 amounted to $36,964, whnch
is shown as a deduction from Earned Surplus for the six months eaded October 1, 1966,

NoTES:

(a) During the year ended March 31, 1963, B.V.D. adopted the policy of deferring the cost of promotional
display fixtures and providing amortization therefor over five years. The accounts were retroactively adjusted to
reflect the unamortized cost of such fixtures as at April 1, 1962; the adjustment resulted in a credit of approxamatel
$153,000 which is included in “Other income—Miscellaneous,” Had B.V.D, continued the policy followed i priof

years, the net income for the year ended March 31, 1963 would have been decreased by approximately $70,000
($.02 per share).

{b) The provisions for Federal income taxes for certain consolidated subsidiaries operating in the United States
have been computed after giving effect to net operating loss carryovers. Without the benefit of the carryovers, such
taxes would have been greater by approximately $169,000 or $.06 per share (1962), $303,000 or $.09 per share (1963)
$118,000 or $.04 per share (1964), $293,000 or $.09 per share (1965), $57,000 or $.02 per share (1966), and
$245,000 or $.07 per share (six months ended October 1, 1966). Included in such amounts are approximately $133,000
or $.05 per share (1962), $272,000 or $.08 per share (1963), $72,000 or $.02 per share (1964) and $264,000 or $08

by purchase,
See Note F to the B.V.D. financial statements.

predecessor affiliates) engaged in operations in Puerto Rico. The combined net income of these subsidiaries amounted
to $1,483,845 or $.52 per share (1962), $1,607,664 or $.49 per share (1963), $1,960,363 or $.59 per share (1964),
$2,184,586 or $.65 per share (1965), $3,654,373 or $1.09 per share (1966), $1,689,743 or $.50 per share (sit
months e¢nded October 2, 1965) and $2,363,202 or $.67 per share (six months ended October 1, 1966). .
subsidiaries were granted exemptions, with certain reservations, from Commonwealith of Puerto Rico income taxes

coven‘ng periods of ten to seventeen years, expiring 1970 to about 1982, If the exemptions had not been granted, .,
income taxes payable to the Commonwealth of Puerto Rico would have aggregated approximately $500,000 or $.17,
per share (1962), $558,000 or $.17 per share (1963), $675,000 or $.20 per share (1964), $735,000 or $22 per,

share (1965), $1,250,000 or $.37 per share (1966), $540,000 or $.16 per share (six months ended October 2,
1965) and $767,000 or $.22 per share (six months ended October 1, 1966).

So long as these subsidiaries remain exempt from Puerto Rican income taxes and remain entitled to the benefits’ 3
under Section 931 of the Internal Revenue Code of 1954, any dividends paid by them to B.V.D. will be taxed?
as ordinary income without benefit of the 85% dividends received deduction ordinarily provided for domauc §
corpomions under Section 243 of the Internal Revenue Code. If the operations of the two former Puerto Rican? |
affiliates prior to September 30, 1961 had been conducted by subsidiacies entitled to the benefits of Section 931 and %
if dividends equal to the entire earnings from Puerto Ricar operations had been paid to B.V.D. during the years in’
which such income arose, there would have been incurred additional United States income taxes at the prevailing:o
tax rates varymg between $2% and 48% of such camnings. No provision has been made in the consoudawd
statement of income for such taxes since present law provides other methods under which such earnings may subse-, A
quently be “reduced to the possession” of B.V.D. with either a lesser tax or no tax at all.

{d) Before deduction of a dividend in the amount of $7,500 paid on B.V.D.’s Class AA 5% Cumulative Preferred ’
Stock (redeemed in August 1961).
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1

consolidated statement of earned surplus of B.V.D. for information with respect to dividends waived by certain

" stockholders.
ekt pal

o “Ia addition to the cash dividends per share shown above, cash dividends in the amounts of $54,353 (1962),
002 (1963), $13,519 (1964), $16,569 (1965) and $19,787 (1966) and $2,662 (six months eaded October 1,

EEE L Py

: Fg:'é) wece also paid by certain subsidiaries prior to poolings of interests (sce Note A).

( . See Note G to the B.V.D. financial statements as to certain restrictions which limit the declaration and payment
A ??)Z?."A' of cash dividends.

¢ ' :(e) Computed for the year ended March 31, 1963 on the basis of 3,269,815 shares outstanding as at that date, and

for the years ended in 1962, 1964, 1965 and 1966, and for the six months ended October 2, 1965 and October 1, 1966,
§@ the basis of the weighted average number of shares, 2,872,971, 3,301,571, 3,338,105, 3,355,299, 3,350,719 and

3,525,150, respectively, outstanding during those years. Retroactive adjustments have been made for (i) shares issued
In conpection with companies acquired on the basis of poolings of interests (except that, 113,438 shares issued to
ire Adams Clothes, Inc. were not retroactively adjusted since the results of operations of Adams have not been
included in the prior periods), and (i) 3% stock dividends distributed in December 1962 and January 1964.

%'; E .

Detrons

E In the opinion of the management of B.V.D., the following unaudited figures for the nine-month
jod ended December 31, 1966, and for the nine-month period ended January 1, 1966 include all
vadijustments (comprising only normal recurring accruals) necessary to present fairly the results of opera-

Nine-Month Nine-Month
Period Ended Period Ended
December 31, January 1,
= 1966 1966
o (Unaudited) (Unandited)
Net Sales.......ccoovevrvceveeereenen $132,246,413 $101,888,637
< Net Income..................e. e 3 5,299,634 $ 4,872,103
. ors F Net Income Per Share.......... 8149 $1.44%+
;mw * Based on 3,553,570 weighted average number of shares outstanding
’ _ : during the period. :
em";’ s ** Based on 3,390,974 weighted average number of shares outstanding
B during the period.
N <.
b ]
2
n -
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NOTES TO STATEMENT OF CONSOLIDATED EARNINGS

S A. The provision for income taxes cousists of the following:
—Cutrent

1 4

N Period Total “Federst  Canadian  Deferred  State

E’ e Year euded

N B December 31:

! Sres. 1961 $ 299,000 $ (9.915) § 301,070 $ 7,845

;’ AR - 662,000 5,558 211,884 § 444,558 -

. o 2,405,000 135,299 486,176 1,780,000 3,525

g by 2,899,000 1,514,444 1,059,061 305,000 20,495

" Lo . 2,627,000 656,855 1,947,167 15,000 7978

b sﬁ'ﬁ‘é“' Nine moaths ended

! k{:' _ September 30: °

t TR ) 15 T 1,928,000 187,334 945,572 783,084 12,010

I’ o 1966............. aresosien 1,825,000 490,518 1,417,121 (91,049) 8,410

{ N(S:J}p'hilip Carey’s practice is to provide out of income each year amounts equal to the tax reductions resulting from
.the tise, for income tax purposes only, of accelerated methods of depreciation and amortization in Canada and guideline

Wuon rates in the United States. These amounts are provided for such time in the future when tax depreciation
e.d I amortization may be lower than related charges for financial accounting purposes.
Ir Earumgs of Cafey-Canadzan me Limited from its asbestos mill and mining facilities were exempt from Canadsan

)

P c-u‘August 31, 1961. Depreciation of its properties on a strasght~hne basis at expected life rates and amortization of
& development cost were charged annually to consolidated net earnings since September 1, 1958. However, in
»'wunmng the earnings of Carey-Canadian Mines, Limited from September 1, 1961, which were subject to Canadian
by incdme taxes, charges for depreciation from September 1, 1958 (at accelerated rates provided in Canadian income tax
B refilations) and mine development cost were available to be claimed as deductions. As a result of the foregoing,
el ‘consolidated net earnings for 1961 and 1962 were approximately $1,045,000 ($1.03 per share) and $720,000 ($.71
A% Pet, dme). respectively, more than they otherwise would have been. In 1963 Philip Carey provided for deferred
) o4 income taxes at which time the accumulated depreciation of properties for income tax purposes exceeded
- RMOU t accumulated for financial accounting purposes.

ﬁ “result of enmactment of the Revenue Act of 1964, Philip Carey changed its method of accounting for the
tment tax crcdn 10 reflect the full amount ($137,831) for 1964 as & reduction of the provxsxon for Federal mcome

3 s 1962 and 1963, was credited to the prcmsxon for Federal income tax in 1964, but it was offset by a provision for income
» g 'hxen for prior years and, thus, had no effect on net earnings.
" 'B. The per share amounts are based wpon the number of common capital shares outstanding at the end of each

} ¥
' The following unaudited financial information in respect of Philip Carey for the year ended
December 31, 1966 reflects, in the opinion of the management of Philip Carey, all adjustments (com-

prising only normal recurring accruals and year-end adjustments) necessary for a fair statement thereof.

Year Eaded
—————December 31, 1966———,
Per Share of
Amotnt Common Stock
Net Sales.. ..o $80,988,0600
Eamings before extraordinary item.................. $ 2,965,000 $2.94
Extraordinary item (loss) on plant assets aban-
doned, less Federal tax effect.......................... (91,000) (.09)
Net earnings for Year.............cccooovreiesiimviannnns $ 2,874,000 $2.85

The Annual Report of Philip Carey for the year ended December 31, 1966 was mailed to Philip

Carey shareholders on or about March 3, 1967. Upon request directed to the Secretary of Glen Alden
or B.V.D., a copy of this Annual Report will be furnished to any stockholder of Glen Alden or B.V.D.
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GLEN ALDEN AND SUBSIDIARIES
THE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES
PRO FORMA STATEMENT OF COMBINED INCOME (Unaudited)

This Pro Forma Combined Statement represents on a pooling of interests basis the combination of
the income statements of Glen Alden and B.V.D. No effect has been given in this Pro Forma Statemer
to possible future changes in accounting practices, methods of operation, and Federal income taxes
(Glen Alden had no current provision for Federal income taxes during the ﬁve. years ended December
31, 1965); and no provision has been made for expenses to be incurred in connection v'vnh thg transactions
contemplated herein. This Pro Forma Statement of Combined Income should be considered in connection
with the statements of consolidated income and earnings of Glen Alden and B.V.D., respectively, included
elsewhere herein.

s Thousands of Dollars 3
1961 1962 1963 1964 1965 E
INEE SAIES oo ere e $ 73,438 $106,217 $119,883 $158,395 $186,826 §
Cost of products sold 58,947 86,771 99,452 129,433 144,465
A?vcrtising. selling, general and administrative ex- 10,020 12,051 12,988 19,504 27,76;
ing i i inued and sold o .
O ong, income of discontinued a0 P 419 (1868 (4221)  __(018) (168
67,553 96,958 108,213 145,919 170,548 3
Income from operations 5,885 9,259 11,670 12,476 16,278.
Other income (deductions):
Interest and dividends.........c.ococveevercrvcccrreccannreens 1,509 1,730 1,932 1,722 2,1153
Interest expense (1,429) (1,415) (1,790) (1,973) - (2,734)
Other—aet “(8) 49 1,581 636 105,
Income before non-operating items.............ccoov.e.nne... 5957 9,623 13,393 12,861 15,764
Non-operating items ~— 2,189 - 3.777 (3,213 )
Income before income taxes 5,957 11,812 13,393 16,638 12,5513
Provision for income taxes. 623 1,024 1,471 1,757 2,496
Net income—historical:
Glen Alden 3,038 7,514 7,899 9,777
B.VD, ‘ 2,296 3,274 4,023 5,104
Total § 534 Fioms §usm 348l
For dividend requirements on Preferred Stock - -
(prior to any conversions) -(a).................... $° 1,179 $ 1,59 $ 1,629 $ 1,668
For Common Stock (prior to asy con-
version) (b) . 4,158 9,192 10,293 13,213
Total $ 5334 $10788 $ 11922 $ 14381
Pro forma net income per share of Common Stock,
after Preferred Stock dividend requirements (b):
After conversion of Class C Stock and prior
to conversion of Preferred Stock (c) (e) $ .41 $ 92 $1.03 $1.42
After conversion of all Preferred and Class C o
Stock (d) (€)oo, $ 41 $ .78 $ .85 $1.11 H
Per share of B.V.D. Common Stock after ex- 3
change for %4 share of Preferred Stock and s
conversion of Preferred and Class C Stock
into Common Stock of the surviving corpo-
Tation{(d) (&) ..oooveveerioeicriie e $1.05 $1.99 $2.17 $2.83 $191 .
Preferred Stock dividend, times earned.................... 4.5 6.8 7.3 8.9 6.0

—_—

(a) Assuming exchange of all outstanding shares of B.V.D. Common Stock (excluding 1,000,002 shares held by
Glen Alden-Delaware and 750,000 shares [including 231,766 shares held by Mr. Kittay] which management estimates 3
will be exchanged for 583,334 shares of Class C Stock) for Preferred Stock. See Note (¢) to B.V.D. Consolidated ¥
Statement of Income for information concerning number of shares outstanding during period.

(b) No dividend requirement on the Class C Stock has been provided since it is the intention of management 3
not to pay such dividends until the net earnings in any fiscal year exceed $25,000,000 (the amount of nct earnings Rg
required to be achieved in a fiscal year before such Class C dividends become cumulative).

(c) Based on the number of Glen Alden Common Shares outstanding at the end of each petiod and conversion of *
583,334 shares of Class C Stock into 4,538,339 shares of Common Stock (the maximum number of shares of Common 7
Stock into which such Class C Stock is convertible). -

(d) Assuming conversion at rate of 7.65 shares of the Common $tock of the surviving corporaiion for each share
of Preferred Stock and conversion of 583,334 shares of such Class C Stock into 4,538,339 shares of Common Stock
(the maximum number of shares of Common Stock into which such Class C Stock is convertible).

{¢) The coaversion of the Class C Stock is subject to certain restrictions, as to which see “Failure to Make Serial
Redemptions” e¢lsewhere herein.
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, GLEN ALDEN AND SUBSIDIARIES
) THE PHILIP CAREY MANUFACTURING COMPANY AND SUBSIDIARY COMPANIES
e PRO FORMA STATEMENT OF COMBINED INCOME (Unaudited)

{x‘i‘ *rhis Pro Forma Combined Statement represents on a pooling of interests basis the combination of
! the income statements of Glen Alden and Philip Carey. No effect has been given in this Pro Forma
 Statement to possible future changes in accounting practices, methods of operation, and Federal income
i taxes (Glen Alden had po current provision for Federal income taxes during the five years ended
! December 31, 1965); effect has beea given to the fact that approximately 28% of the stock of
i Phllip Carey was purchased and is accounted for on that basis; and no provision has been made for
¢ expH to be iocurred in connection with the transactions contemplated herein. This Pro Forma

! sméin‘ént‘of Combined Income should be considered in connection with the statements of consolidated
inbome and earnings of Glen Alden and Philip Carey, respectively, included elsewhere herein.

4 Lare
| it pu Thousands of Dollars \
pomedeil 1961 1962 1963 1964 1965
;r NEE BRJES...o e e $ 92,786  $121,273  $122407  $129,755  $126,323
! Okt 0f PrOQUCES SOI.....vooerrseerveerenseresecressserennrsrrneren 76,666 101,627 102941 108433 103,635
mﬂsmg, selling, general and administrative expenses.. 10,790 12,572 12,184 12,963 12,825
i Operating income of discontinued and sold operations....  (1,414) (1,864) (4.227) (3,018) (1,685)
3 i AT 86,042 112335 110,898 118378 114,775
‘ ‘{' S
3 m from operations............ 6,744 8,938 11,509 11,377 11,548
;¢ Other Income (deductions)? ‘
f L ‘“Interest and dividends 1,554 1,793 2,012 1,869 2304
faterest expense {1,753) (1,746) (1,850) (1,480) (1,641)
Other—net ) (402) (398) 775 235 (166)
before non-operating items. 6,143 8,587 12,446 12,001 12,045
" 8 ting items v 2,189 T (3.213)
[ osocre. before income taxes . &M3 10776 1246 15778 8,832
" Provitios for income taxes 299 662 2,405 2,899 2,627
2 Nat income—historical: ‘
gt < - Glen Alden 3,038 7.514 7899 9777 3313
- Philip Cgrpy ............ 2,806 2,600 2,142 3,102 2,892
Total ' $ 5844 $ 10,114 $ 10041 $ 32819 $§ 6205
..a..(i‘i’or minority ipterest in net income applicable to
,_"_':3_-'- ‘purchased 28% interest in Philip Carey................ $ 719 $ 72 §$ 595 $ 862 S 815
... For dividend requiremeats on 724,405 shares of
' Seaior Stock (prior to any conversions)............... 1,630 1,630 1,630 1,630 1,630
For Common Stock (prior to any conversions)...... 3,435 7,762 7,816 10,387 3,760
Lo Total . $ 5844 $ 10114 $10041 $ 12879 § 6205
£ro forma net income per share of Common Stock after
*Senjor Stock dividend requirements:
Prior to any conversions....... . $ .61 $141 $142 $2.17 $ .78
After conversions of all Senior Stock(f) ....cowvvvereennnn $ .59 $1.12 $1L12 $1.56 $.70
Per common share of Philip Carey after exchange
for one share of Senior Stock and conversion into
i Common Stock of surviving corporation(f)............ $1.96 $4.48 $4.48 $6.24 $2.80
Senior Stock dividend, times €arDed.............cecerervvenverierrins 3.1 58 58 7.4 33

—————————

{f) Assuming conversiop at rate of 4 shares of the Common Stock of the surviving corporation for each share
of the Senjor Stock.
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GLEN ALDEN AND SUBSIDIARIES

' THE B.V.D. COMPANY AND CONSOLIDATED SUBSIDIARIES X

THE PHILIP CAREY MANUFACIURING COMPANY AND SUBSIDIARY COMPANIEs
PRO FORMA STATEMENT OF COMBINED INCOME (Unaudited)
This Pro Forma Combined Statement represents on a pooling of interests basis the combinaﬁ
of the income statements of Glen Alden, B.V.D., and Philip Carey. No effect has been given in thi
Pro Forma Statement to possible future changes in accounting practim, methods of operation, and}
Federal income taxes (Glen Alden had no current provxsxon for Federal income taxes during the fivel
years ended December 31, 1965); effect has been given to the fact that approxlmawly 28% of the
stock of Philip Carey was purchased and is accounted for on that basis; and no provision has been mads

Thousands of Dollars
1961 1962 1963

1964

Net sales......cooiommrmennn. o $143392 $179,419  $189,246  $234,326
Cost of products sold 116,764 147,203 155,664 190,394
Advertising, selling, general and administrative expenses 18,109 20,795 20,968 27,931

Operating income of discontinued and sold operations (1,414) (1,864) (4,227) (3,018)
133,459 166,134 172,405 215,307

Income from operations 9933 13,285 16,841 19,019
Other income (deductions):
Interest and dividends. 1,567 1,808 2,088 1,994
Interest expense (2,267) (2,293) (2,599) (2,714)
Other—net (171) 88 1,610 563
{ncome before non-operating items 9,062 12,885 17,940 . 18,862
Non-operating itens " —_ 2,189 - 3,777
{ncome before income taxes 9,062 15,074 17,940 22,63%
Provision for income taxes....... . 922 1,686 3,876 4,656
Net income—bhistorical: ]
Gien Alden 3,038 7,514 7,899 9,777
B.V.D. 2,296 3274 4,023 5,104
Philip Carey 2,806 2,600 2,142 3,102
Total $ 8140 $ 13388 § 14064 § 17,983
For minority interest in pet income applicable to
purchased 28% interest in Philip Carey.............. $ 779 § 722 § 595 $- 862
For dividend requirements (pnor to any conver-
sions) on:
Senior Stock ... 1,630 1,630 1,630 1,630
Preferred Stock(a)......... : 1,179 1,596 1,629 1,668
For Common Stock (prior to any conversions) (b) 4,552 9,440 10,210 13,823
TOtal ... $ 8,140 $ 13,388 $ 14,064 $ 17,983
Pro forma net income per sbare of Common Stock,
after dividend requirements(b):
{ After conversion of Class C Stock and prior to
1 conversion of Semior Stock and Preferred
RY L 0 T () N $ A4S $ 94 $1.02 $1.48
Aﬁer conversion of all Senior, Preferred and Class
C Stock(d) (e} (). $ 46 $ .75 $ 80 $1.0§

Per share of B.V.D. Common Stock after cxchangc
for 1A share of Preferred Stock and conversion
of all Senior, Preferred and Class C Stock into
Common Stock of the surviving corporahon(d)

€) ettt $1.17 $1.91 $2.04 $2.68

Per common share of Philip Carey aftcr exchange
for one share of Senior Stock and conversion of
all Senior, Preferred and Class C Stock into

F Common Stock of the surviving corporation(f).. $1.84 $3.00 $3.20 $420 $2.96
' Total Senior and Preferred Stock dividends, times :
arned e 2.6 3.9 4.1 52 3.7

_— ==

All note references are to the notes to the two preceding Statements of Combined Income; this
statement should be read in conjunction therewith.
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COMPARATIVE DATA

vﬁuu Per Share

5&“ "Book values per Common Share of Glen Alden and Philip Carey and per share of Common Stock
e B.V.D. (based on their respective balance sheets at September 30, 1966 and October 1, 1966) are

o $14.34, $39.58 and $11.20, respectively. The initial redemption prices per share of the Senior Stock

‘Ba\ynd the Preferred Stock and the redemption price per share of Class C Stock are $52.50, $110.00 and

¥ 490,00, respectively. The initial redemption price per share of Senior Stock exceeds the September 30,
i..11966 book value per share of Philip Carey common by $12.92 and the initial redemption price per

R ferred Stock and the redemption price per share of Class C Stock exceed the October 1,

i '¢hare of Pre .
@&966 book value of three shares of B.V.D. Common Stock by $76.40 and $56.40, respectively.
T

. ¥7,3¢X% Based on the Pro Forma Combined Balance Sheet there would be no book value attributable to
. .. the Common Stock of the Surviving Corporation when the equity applicable to the Senior Stock,
. i+ Preferred Stock, and Class C, Stock is considered at aggregate initial redemption value. The aggregate
_\7}“;’&&{&31 redemption value of the Semior Stock, Preferred Stock, and Class C Stock exceeds total pro

W stockholders’ equity by $19,500,045.
> TRIPS

‘ ‘ ¥Earmings Per Share

+ f3mo! Historical earnings per share have been computed based upon the number of outstanding common

.. fshares at December 31st of each year as to Glen Alden and Philip Carey. Historical earnings per share
- of#6't0 B.V.D. have been computed for the year 1962 on the basis of 3,213,315 shares outstanding at
8- % March 31, 1963, and for the years 1961, 1963, 1964, 1965 on the basis of the weighted average number
"".-' shares 2,816,471, 3,245,071, 3,281,605 and 3,298,799, respectively, outstanding during the fiscal
' ;'of B.V.D. included therein; retroactive adjustments have been made for (i) shares issued in
onnection with companies acquired on the basis of poolings of interests, and (ii) 3% stock dividends
X gicbqted in December 1962 and January 1964. o

Bt ’,’I‘h'c, following pro forma earnings per share are based on earnings as presented in the Pro Forma
meats of Combined Income for each respective combination, included elsewhere herein. :

by J.ch - Pullip Carey - 1961 1962 1963 1964 1965
$3.05 $2.39

M < Historical pet income $2.76 - $2.55 $2.10
< ' _Pro forma after exchange for one share of Senior
. 7 Stock and assumed conversion into a maximum
¢ J2-of 4 shares of Common Stock of the surviving
§-: ¢ corporation:
. 4 #2002 Combination of Philip Carey and Glen Alden  1.96 4.48 448 6.24 2.80
gty ;. %8, Combination of Philip Carey, B.V.D. and

T e Glen Alden 1.84 3.00 3.20 420 296

el

N B.V.D.
3' Fex share of B.V.D. Common Stock:
.. . Historical net income......... $ 80 $1.00 $122 §1.53
- ..Pro forma after exchange for 34 share of Pre-
ferred Stock and related conversion of Senior,
“  Preferred and Class C Stocks into Common
Stock of surviving corporation:
Combination of B.V.D. and Glen Alden....... 1.05 i 217 2.83 191

Combination of B.V.D., Philip Carey and
Glen Alden .........co.cooomevviriieeeieee 117 191 2.04 2.68 . 1.89

$2.01

Glen Alden
Pgr 3hare of Glen Alden Common Stock:
_ Historical net income..........cooovrooieenon, $ .54 $1.37 $1.44 $2.04 $ 69

" Pro forma after conversion of Senior, Preferred
and Class C Stocks into Common Stock of
surviving corporation:
Combination of Glen Alden and Philip Carey 59 112 1.12 1.56 70
Combination of Glen Alden and B.V.D......... 41 .78 .85 1.31 25

Combination of Glen Alden, Philip Carey
and BV.D. s 46 75 .80 1.05 74

-~
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Dividend Comparison

The following table compares the actual cash dividends paid per Common Share of Glen AI .
and Philip Carey and per share of Common Stock of B.V.D. for the last fiscal year of cach with pry
forma dividends.

Actual common dividend per share for last fiscal year:

Glen AIJED ...ttt o aaens o $ .70

Philip Carey ... s . $1.60

BLV D, et et et et ant e srenaes $ .50
Pro forma preferred dividend requirement:

Per share of Senior StockK..............ii e, $2.25

Per share of Preferred StOCK. ..o $3.15

Per one third (¥3) share of Preferred Stock..................................... $1.05

Pro forma dividend per share of Common Stock assuming continuation
of current Glen Alden dividend rate:
Per share of Common StOCK...........ooove i $.70
Per share of Philip Carey Common Stock after exchange for one
share of Senior Stock and conversion into Common Stock
(assumed conversion rate 4 shares of Common Stock for each
share of Senior StOCK) ..o $2.80
Per share of B.V.D. Common Stock after exchange for ¥4 share of
Preferred Stock and conversion into Common Stock (conversion
rate 7.65 shares of Common Stock for each share of Preferred
SLOCK) oottt et aereb e saseeetssesesestoanaseeeseesnns $1.785

Market Prices -
The Common Shares of Glen Aldcn and Philip Carey are listed on thc New York Stock Exchan

stock exchanges

—Glen Alden— —B.V.D.S—— ~Philip Camy--\"i 4
High Low High Low High '
Calendar Year -
1961 $17% $12%4 (not pablicly traded) $36
1962 14%% 8% $17% $ 8% N%

16% 9% 19% 14% 29%

14% 12% 18% 16% 3214
. 15% 12% 18% 16 30%
: 15% 13% 19% 17 34%
) 14% 2% 2% 17% 33
14% 1% 26 20% 3%
13% 10% 28% 2% 31%
13% 1 26Y% 23 31%
13% 11% 26% 2% 30
37 S 13% 1% 21% 2% 0%
i . 14% 1% 27% 23 %
| 13% 9% 31% 22% 42
i 11 % 23% 19% 36
, 11% 9% 2% 20% 7%
12 10% 25% 2% 384

March 1, 1967 (closing sale
DLICE) 8 2E $11% $23%

* Not adjusted for 3% stock dividends distributed in December 1962 and Jaouary 1964.
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HISTORY AND BUSINESS OF GLEN ALDEN

i alen Alden was incorporated under the laws of the Commonwealth of Peansylvania in 1920 and,
" ‘ﬁ;ﬂ 1955, its only significant business was the production and marketing of anthracite coal. During
¥y the early 1950’s, the declining market for anthracite coal resulted in coal operating losses and, as appears
' , this business was sold on February 18, 1966. In 1955 Glen Alden began to diversify by the
- ition of other businesses, and in 1959, following the merger with LIST Industries Corporation, its

2 ﬁx‘“ included operations in a variety of other industries. As a result of other acquisitions and
% . - lenesitions since the merger, including the sale of the coal business, Glen Alden is now engaged, through
'3 division and subsidiaries, only in the business of operating motion picture theatres and magufacturing
C 7 Yetiles.

wan
... yfimivAs of September 30, 1966; Glen Alden and its subsidiaries had $26,000,000 of negotiable bank cer-
* " siificites of deposit and notes, mortgages and marketable securities of approximately $26,825,000, the
- emore important of which are the investment in Philip Carey and those described below under captions,
1Briggs Manufacturing Company” and “Sale of Coal Properties and Business”. Included therein are notes
theceivable in an aggregate principal amount of approximately $11,000,000, a majority in principal
$mount of which are secured by mortgages: Notes carried at an aggregate discounted value of $3,104,000
&fe either noninterest bearing or bear interest at nominal rates, and the balance bear interest at rates
inging from 4% to 6% per annum. The principal amount receivable on these notes averages about

t he year ended December 31, 1965 and the nine months ended September 30, 1966 the approximate per-
3 peatages of contribution to net sales and operating profit of the principal subdivisions under which Glen
"Alden’s operations are conducted. The table reflects the elimination of gains from the sale of certain

fties and the results of operations of the coal business.
PO . Nize Mounths Ended
. ber 30,
——1968——— 1966
. Net  Opera Net
{rr < Sales Profit Sales gﬂ_ﬁt
RKO Theatres Division...........coc.occcrmrcerrerenrannes 308% (1.5)% 23.6% 23.7%
: ' 69.2 1015 76.4 76.3

= %'-‘.‘ "

- mpiy Profit margins in the RKO Theatres Division have substantially increased since the beginning of the
: second half of 1965 principally due to the sale or lease of a number of theatres which had been operated
H by the Division at significant losses. In addition, in the remaining theatres operated by the Division an
' ‘expense reduction program and certain changes in exhibition policies further contributed to increased
operating profits.

" As appears below, Swift Manufacturing Company manufactures finished goods. Opp Cotton Mills
:and The Micolas Cotton Mills manufacture greige goods which are staple items, the marketing of most
*of which is similar to the commodities business. Although in 1965 and ia the first nine months of 1966,
greige goods accounted for approximately 33% % of total textile sales, the operations of Opp Cotton
Mills and The Micolas Cotton Mills contributed a disproportionately larger percentage of operating
Pwﬁts in relation to sales due to the strong market for heavy, all cotton, greige goods which prevailed
during most of that period.

Textile Manufacturing

Glen Alden's textile manufacturing operations (which comprise less than 1% of the industry
total) are conducted through Gera Corporation (“Gera”), a Delaware corporation of which Glen Alden
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owns approximatcly 99.3% of the issued and outstanding Common Stock. Gera, which is not je
engaged in any manufacturing operations, in turn owns all of the stock of Swift Manufacturing o
pany (“Swift”), a Georgia corporation located in Columbus, Georgia, Opp Cotton Mills (“Opp”)
Alabama corporation located in Opp, Alabama, and The Micolas Cotton Mills (“Micolas™), an Alabagy
corporation also located in Opp, Alabama. :

A

Swift Manufacturing Company i

Swift is a textile manufacturer producing fabrics for apparel, industrial, decorative and automogiy
uses. Its line of apparel fabrics, principally for denims, work garments, and women’s sportswear 4
its line of industrial fabrics, principally for rug and pad backing, rug underlay, leno-woven prodaed
bags, insulators and filters, account for over 88% of its net sales. In the decorative field, Swift mang
factures fabrics for draperies and slip covers. 1y

Most of Swift's apparel and industrial fabrics are sold directly to manufacturers. The remaindag
of these lines and all of its decorative fabrics are sold to textile converters. Substantially all fahgd
sold to converters is in dyed and finished form. In the main, sales are made by 15 of Swift's.ogyy
salesmen, six of whom work out of the Columbus plant and the other nine of whom work out of regiop '. :
offices located in New York, Chicago, Los Angeles and Atlanta. Some additional sales are, madd
through two manufacturers’ representatives. Export sales account for less than 5% of net sales ek
consist in the main of leno-woven produce bag materials shipped to Canada. , e

Swift’s basic raw material is cotton and most of its fabrics are made from cotton in whole ;b?.
part. However, particularly in the apparel and decorative lines, synthetics, such as rayon, polyesters 4
nylon, are used in various combinations. At Swift’s plant these materials, plus dyes and other chemicalg
are processed into fabrics by various spinning, weaving, finishing and dyeing operations. iy
Opp and Micolas Cotton Mills 2 ,.

The Opp and Micolas Cotton Mills, acquired in 1962, arc both manufacturers of woven cottoss
materials for apparel, industrial and decorative use, sold in an uanfinished state. The apparel fqt_: of
principally for sports wear, sleeping garments, uniforms and shoes, account for approximately 352
of the combined net sales of the two companies. In the industrial area both companies -...‘s
fabrics for the laminating industry and for the bag industry as container material for flour, salt, gramg
and feed. In the decorative ﬁcld both companies produce fabrics used by the furmture and homd
furnishing industry. :

Approximately 80% of the combined pmducts of Opp and Micolas are sold directly thtougb a saled
office located in New York City, with the remainder sold through various brokers and agents. Customerg
of the two companies consist of over 500 manufacturers and converters, the largest of which, as a packa
producer, accounts for approximately 14% of the combined sales.

<

With the exception of small experimental quantities of cotton and rayon blends, the two companies
produce only cotton fabrics. o

Competition

All three subsidiaries of Gera encounter substantial competition in each of the fabric lma
which they manufacture, mainly from other domestic suppliers of similar textile products some ‘of
which have much greater volumes and more diversified lines. Foreign fabrics and apparel result in
additional direct and indirect competition. Cotton and synthetic fabrics compete to some extent with
similar products made of jute, sisal and paper and fluctuation in the relative prices of these competing
materials can be significant. 20 §

Equalization Payments

Under the Agricultural Act of 1964, the United States Government reestablished a one-pnce :
cotton system applicable to the crop year of August 1, 1964. The objective of this Act was to make it 3
possible for domestic manufacturers to purchase U. S. grown cotton at the same price paid by foreigd
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'OP“N"“ for foreign grown cotton, Initially, equalization payments were made directly to the manu-
arers on the basis of bales opened. Subsequently, these payments were made directly to the cotton

¢ gaper. The faw has beea extended to 1970.

: ¢ The lower cost of raw materials to Swift, Opp and Micolas Mills, since passage of the Agricultural
. M of 1964, have been largely off-set by increased wages to employees and lower prices for products
% .ﬂ."/‘

w*" Neither the finished products produced by Swift nor the raw materials from which such products
g‘é”mnu{actured are faced with substantial foreign competition. Management therefore believes that
the discontinuance of the foregoing equalization payments to Swift’s suppliers would have little effect

oo Swift’s profit performance because, even though some increase in the price of raw materials might
- pesult, this increase would be offset by an increase in Swift’s prices to its customers. Management is

to forecast the effect on the profit performance of the Opp and Micolas Cotton Mills of any

=
. discontinuaace of or reduction in the equalization payments to its suppliers.

e

-,

t
-
z
N

. :;ﬁé;nployees and Labor Relations
gyt Swift has approximately 1700 employees, ail of whom, with the exception of regional sales per-
sonnel, are located at the Columbus plant. Opp and Micolas together have approximately 970

employees divided almost equally between them, all of whom are Jocated at their respective plants.
is no union representation in any of these subsidiaries and no unauthorized work stoppage has

% oocurred at any of these plants in the last 30 years. Management considers its labor relations in all of

%563 plants to be good.
%&P&nrs and Property
& “pedThe Swift plant is owned by Swift and contains approximately 809,000 square feet located on a
-#iglts,0f approximately 9.8 acres. Approximately 47% of the total floor space is included in buildings
{m 2] ly-multi-story) portions of which were constructed at the time of Swift’s founding in 1883 and
thesbalance of which consists of brick and wood-beam construction erected at various times in the
tldy,,l900’s. The remainder of this plant, constructed of brick with steel beams, has been built at various
from 1936 through 1960. This plant is now operating at or near capacity. As a result of a detailed
_ /) management has recently undertaken a program involving the modernization of its existing plant
FF7an0,8 major expansion at a new site in Phenix City, Alabama (across the Chattahoochee River from
.:-";_‘Smft';s. existing plant). As presently planned, the new plant will be approximately 500,000 square feet
: ﬁ"il'z?and will be devoted entirely to the manufacture of specialty industrial fabrics. Approximately
¥ employees will be employed in this new plant. The cost of the new plant will be financed by a
f‘f,_gﬁgt,’ogo,ooo industrial revenue bond issue of the Industrial Development Board of Phenix City,
¢ » 4Mabama, a public corporation. The plant will be built to Swift's specifications. Swift will occupy the
¥ant under a long-term lease, at a rental sufficient to repay the principal when due and the interest on the
»onds, from the Industrial Development Board of Phenix City, Alabama. Glen Alden will guarantee

. the payments under said lease.
+.41.:0pp and Micolas own their respective plants, which are located on approximately 130 acres in the
: aggregate. The Opp mill, expanded at various times mainly from 1940 to 1964, contains approximately
. 239,000 sq. ft. of foor space, including storage warehouses. A single-story brick building, this mill was
: Oﬂglnally constructed in 1921, The Micolas mill, also expanded at various times during the same
period, contains approximately 216,000 sq. ft. of floor space, including storage warehouses, and a brick
veacer executive office building. A single-story brick building, this mill was originally constructed in
1923, Thg Opp and Micolas plants are in excellent condition. The Micolas plant is being expanded at
ah approximate cost of $2,500,000. The expansion will be financed by a $2,500,000 industrial revenue
bond Issue of the Industrial Development Board of the City of Opp, Alabama, a public corporation. The
plant will be l:milt to Micolas’ specifications. Micolas will occupy the plant under a long-term lease, at
:):utal sufficient to repay the principal when due and the interest on the bonds from the Industrial
e as:lopment Board of the City of Opp, Alabama. Glen Alden will guarantee the payments under said
Management believes that all of its plants are welf maintained, are in good condition and are

adequate for present aperations.

TIPS gy gy e
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RKO Theatres 0}

As of September 30, 1966, the RKO Theatres Division of Glen Alden (formerly a wholly-owpi
subsidiary, known as RKO Theatres, Inc., which was merged into Glen Alden on December 1, 1964) 5538
directly and through a number of subsidiaries, operated 36 theatres in 15 cities in five states and ¢
District of Columbia, including 22 theatres in the New York Metropolitan area. Of these 36 theatp
30 are owned or leased by RKO Theatres Division and operated for its own account, and six are oper(f
by said Division under a management contract with Trenton-New Brunswick Theatres Company, a New
Jersey corporation of which Glen Alden owns 50% of the outstanding capital stock (the balance ,.
owned by persons unaffifiated-with Glea Alden).

) A
Of the 30 theatres operated for its own account by RKO Theatres Division as aforesaid, 15

owned in fee either by RKO Theatres Division or a subsidiary, two are on land leased from others 548

in 13 cases both land and building are leased from others. B!

YRS

The contract pursuant to which RKO Theatres Division operates six theatres for Trenton-Newii
Brunswick Theatres Company provides for a management fee of 5% of gross receipts from each theatr¥
operated plus a specified weekly fee for film buying at each location. RKO Theatres Division in .!_.‘
supplies all management services including maintenance, accounting and other similar functions, “F%8
contract expires August 31, 1971, Of said six theatres, Trenton-New Brunswick Theatres Com e
owns three in fee and the balance are leased from others. 2194

In addition to the foregoing, Bleury Investments, Limited, a Quebec corporation of which Glen A P:
owns 50% of the outstanding capital stock (the balance being owned by persons not affiliated with Gi
Alden), owns a theatre in Canada which is leased to others and Trenton-New Brunswick Theatrsy
Company owns one theatre and leases another, both of which are closed. Finally RKO Theatres Divisiof
is the lessee of five theatre properties which are sub-leased to others, owns three theatres which are lea$®
to others and leases two theatres in buildings held under ground leases. The leasing or subleasing”’ - ;
others of some of these theatres and the closing of others is part of a program designed to elimin}
unprofitable theatres from the operations of RKQ Theatres Division.

In many instances the property owned or leased includes, .in the theatrc building or -2--
therewith, other types of commercial space or property, such as offices, stores and two hotels all of y w R
are leased to others. On September 30, 1966, RKO Theatres Division and its subsidiaries were lesseg¥
under an aggregate of 24 leases (excluding intercompany leases) which called for the payment of aggregaf®

‘

annual minimum rentals, exclusive of real estate taxes and other expenses, of approximately $1,445,0004

The theatres vary in type and size and range in seafing capacity from 900 seats to 3, Hg
Almost all of the theatres show “first-run” or “first neighborhood run” films in a particular city’ ol
neighborhood. For'several years there has been a decline in motion picture attendance owing to ‘
number of factors, including competition from home television and various other leisure time activiti '\
and a reduction in the number of quality pictures available. As a result there has been a reduction in g8
the total number of theatres being operated. Such decline in the number of admissions has been offset
to some extent by i mcreasmg admission prices, admission tax eliminations, and reductions and economrw :
in operation. There is keen competition in the exhibition of motion pictures which has been enhanoed
by changing methods of distribution during the past few years.

The RKO Theatre Division has entered negotiations (and in some instances signed contracts) relating

to the operation of ten additional theatres all of which will be in the metropolitan area of New York. ,{."

Marginal theatres continue to be eliminated as a result of the expiration of leases or by sales ©

1]

theatre properties. Other theatre properties have been sold, and, in some instances, the theatre has been §
leased back. Sales of theatre properties have generally been at prices in excess of the amount carried

on the books for such properties. Some theatre properties have been condemned for urban renewal §
development and the proceeds received from such condemnation have been in excess of book value.

Following one such condemnation, a modern type theatre was included in the urban renewal development &
and leased to the Division. '
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On October 12, 1966 Glen Alden acquired a2 50% interest in a joint venture with two non-
ted co-investors each of whom holds a 25% interest. The venture has acquired one of the theatre
. ﬂ‘ jes presently leased to and operated by RKO Theatres Division together with a substantial con-
z’“ teuous parcel of land. The venture is negotiating the sale of said property. The venture has also

’g,:hased four other properties in which are located theatres theretoforc leased and operated by the
vision. In connection with said purchases three of these theatre leases were renewed and amended,
onc will be either cancelled or amended. In connection with its 50% participation, Glen Alden

” o to advance the cash requirements of the venture up to a maximum of $2,250,000, but will be

: J'I'hc operation of the RKO Theatre Division is subject to a consent decree signed by a predecessor
O Theatres, Inc. on January 2, 1951. This consent decree, originally dated November 8, 1948,

ose out of an action in the United States District Court for the Southern District of New York
sitled U. S. vs. Paramount et al (Equity #84-273). The decree, dated November 8, 1948, among
her things, required Radio Keith-Orpheum Corporation (and the other defendants affiliated with RKO)
‘divest its theatre operations from its picture operations. Article I1I A 6 (a) of the Consent Judgment

tszuch acquisition will not unduly restrain competition. Court approval has been obtained for the
't;:ddiﬁonal.theam in the New York metropolitan area, referred to above.
‘?As‘l%g November 15, 1966, seven anti-trust cases arising from its theatre operations (in which treble
2ges are sought) were pending against Glen Alden or its subsidiaries and other motion picture
pxhibitors and distributors. The total amount of damages sought is approximatety $124,700,000 includ-
ng $117,500,000 sought in an action brought in the U. S. District Court for the Southern District of
Balifgrnia, Central Division, in connection with subscription television. During the year ended December
'iQGS'sk such cases involving an aggregate of $3,100,000 of damages demanded were settled for a
Rotal payment of $9,500. Based on past experience with various types of litigation, an analysis of the
preseatly pending cases and on the opinion of Messrs. O'Brien, Driscoll & Raftery, as special counsel,
Mxanapenent believes that the existing reserve of approximately $102,700 is adequate to meet the costs
i \1 ?;Jg!.&gmé liability from such litigation.

o &‘hg'Glen Alden Coal Company division of Glen Alden was one of the largest producers and sellers
;anthracite coal in the country. The entire fuel business is highly competitive, both among sellers of
_ hracite and between anthracite sellers and sellers of oil, natural gas and bituminous coal. Glen Alden’s
vﬁzm}cite coal, mostly owned by it in fee, was mined from properties in Luzerne County, Penasylvania, in
- ¥e vicinity of Wilkes-Barre (the Wyoming Valley Region), and in limited amounts from properties of
th-tsm adjoining Lackawanna County. Processing took place at two breakers in the Wyoming Vailey
Region. The coal was marketed through Glen Alden Fuel Sales, a division of a Glen Alden subsidiary.
{About 25% of total coal sales were of coal produced by others.
322 During 1965 coal sales accounted for somewhat less than 39% of consolidated sales and revenues,
And coal operating profits, coal royalties and other income contributed a slightly higher percentage to

Lonsolidated aperating profits. Glen Alden’s sale of its coal properties, as described below, resulted
ina nqn-xecurring loss (based on the book values of the assets sold) of $3,637,835 in the year 1965.

-

B9 Jary

A On February 18, 1966, Gien Alden (and one of its subsidiaries) sold (effective January 1, 1966)
%o Blue Coal Corporation (“Blue Coal™), a Pennsylvania corporation not theretofore active, substantially
Coal Division, including surface and coal fands (reserving to Glen Alden a 25% “carried

all assets of its
Interest” in oil and gas), machinery and equipment, inventories of run of mine coal and prepared coal,

in
materials and supplies and certain notes and accounts receivable relating to the operation of the Coal

N e
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Division, in exchange for
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{a) 1,000 shares of the no par value common stock (100% ) of Blue Coal;

(b) the assumption by Blue Coal of the obligations, liabilities and contracts relating to Col3
Division operations (Glen Alden, however, agreeing to reimburse Blue Coal for one-half of 113
liability, cost and expense incurred by Blue Coal in defending law suits relating to the Coal Divi
with respect to claims applicable to the period prior to January 31, 1966); N

a2

(c) a Note of Blue Coal in the sum of $100,000 payable on December 31, 1974 witho

interest, with prescribed prepayments measured by coal purchased by Blue Coal from anothey
supplier;

-
0Q
(X

\1

(d) a Note of Blue Coal in the sum of $5,775,000 dated February 1, 1966, due Fcbrua:y L
1976, with interest at the rate of 6% per annum for the first year, 7% per annum for the next tw RQ
years and 8% per anoum thereafter, secored by a Purchase Money Mortgage (“Mortgage™) on ¢
real property conveyed to Blue Coal and a Purchase Money Security Agreement oo the “accountst§
“contract rights”, “equipment” and “inventory” of Blue Coal (as those terms are used in Title 12,4}

of Purdon’s Penn. Stat. Sections 9-106, 9-109), with prescribed prepayments on the Note
the Mortgage of

5
oM}

o

(i) $166,666.67 on each of February 15, 1967, 1968 and 1969; N

(ii) all cash received by Blue Coal from or on account of condemnations (or salu )
lieu thereof) of the Mortgage Property and two-thirds of all cash received by Blue Coal from
or on account of any other sales of the Mortgage Property (the prepayments described in thal

subsection (ii) to be applied against the latest maturing instalments of principal of the Note a ]
Mortgage); and

(i) on March 1, 1968 and on the 1st day of each month thereafter, 1/96th of thc (x

balance of the principal amount due on February 28, 1968 less (y) the prepayment due Febi 3
15, 1969; and

A (¥
(¢) other miscellaneous consideration. i3 :
Glen Alden remains contingeatly liable for all of the Habilities assumed by Blue Coal. The amo m
of such liabilities was approximately $6,350,000 as of December 31, 1965 and was reduced to appro (1
mately $2,625,000 as of October 31, 1966, Among the obligations and liabilities assumed by Blug
Coal were the obligations under a Conveyance of Production Payment dated December 30, 1963
by Glen Alden to Durham Coal and Qil Corporation (“Durham”), as amended, in the amount off
$3,479,130, reduced to $2,333,000 at October 31, 1966. The sale and conveyance of the coal Jand
to Blue Coal required the approval of Durham, to whom Glen Alden had conveyed a Producuon
Payment pursuant to an agreement dated December 30, 1964, as amended. In consideration''o
Durham’s consent to such sale and conveyance and Durbam’s release of certain lands theretofore Or 38
about to be condemned by the Commonwealth of Pennsylvania, and the awards relating thercto
Glen Alden agreed to purchase the Production Payment as defined in the Conveyance (a) on Decembery
31, 1968, or (b) at such earlier time, at Durham’s request, as the consolidated net current assets of i

Glen Alden shall be less than $5,000,000, in each case for an amount equal to the then unpaid balance ]
of the Total Sum as defined in the Conveyance.

Simultaneously with the sale of the coal properties to Blue Coal, Glen Alden sold and delivered the'
1,000 shares of Blue Coal common stock to Raymond Colfiery Company, Inc. (“Raymond™), a Pennsyl-
vania corporation, owned by parties unrelated to Glen Alden, for $500,000 in cash. Four of the stock—
holders of Raymond unconditionally, and jointly and severally, guaranteed performance by Blue Coal of
its obligations under the $5,775,000 Note and Mortgage and Purchase Money Security Agreement, the' :
guaranty, however, being limited to a maximum liability of $1,500,000 and terminating on January 31.
1970 if there shall then be no Event of Default as defined in the Mortgage (or any circumstance which

with notice or the lapse of time or both would be an Event of Default), or at such later time as there
shall be no such Event of Default or circumstance.
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s gaid stockholders of Raymond also are obligated to pay in cash to Blue Coal such amouats,
exceed $500,000 in the aggregate outstanding at any one time, as shall from time to time be
by Biue Coal to maintain a minimum net current asset position of $1,000,000, or after the
fald Conveyance of Coal Production Payment has terminated, a minimum net current asset position
& op,ooo.

f‘ The foregoing (and other) obligations of the said stockholders of Raymond are secured by a pledge
all of the outstanding stock of Blue Coal, Raymond and Carbondale Coal Company.

Jn‘Glcn Alden is involved in a number of present and potential court and administrative procecedings
ed to past and present coal operations and lease arrangements of it and its predecessors, all of which
dceedings are subject to the agrecment between Glen Alden and Blue Coal described in subparagraph
3 Gbove. Some of such proceedings involve, or may involve, alleged air poilution claimed to be attrib-
hle to burning culm (refuse) *banks. In November 1965 an action was commenced by the United
es of America against Anthracite Export Association and others, including Glen Alden, then a member
;uch Association, alleging a violation of the Sherman Act in, among other things, fixing the prices of
acite supplied by the defendants under the United States Army program and in limiting participation
s United States Army program of purchasiog solid fuel mined and produced from United States
for the use of the United States Armed Forces in Europe, and asking, among other things, for an
anction against fixing prices or allocating sales of anthracite for domestic or export trade and against
mbining to participate in such United States Army program. No answer has yet been filed, but Glen
Alden takes the position that it has acted properly pursuant to the provisions of the Webb Pomerene Act.
gaagement has continued to maintain reserves for all such liabilities which in its opinion are adequate
d'cover amounts which Glen Alden may be required to pay. :

g -

e As compensation for his services to Glen Alden in connection with the sale é the assets and
Babilities of the Coal Division, Glen Alden has paid Albert A. List, former Chairman of the Board
<1 President of Glen Alden, $100,000 in 1966 and an additional $100,000 in 1967. A shareholders’
idvative action has been instituted to compel a refund by Mr. List of said payments.

. e

B ‘;Mannfachmng Company

i Glen ‘Alden owns 562,500 shares (approximately 18% ) of capital stock of Briggs Manufacturing
[Company. (“Briggs”) which is carried on Glen Alden’s September 30, 1966 balance sheet at approximately
91,716,000 and notes of Briggs in the remaining principal amount of $2,265,000 as of September 30,
$966,, The majority of these securities were acquired by Glen Alden upon the sale of its Mathes air-
nditioning division to Briggs in 1961. The capital stock of Briggs is listed on the Detroit Stock
lange. On March 3, 1967 the closing price of such stock on such Exchange was $1.75 per share.

: * Briggs and its subsidiaries are engaged principally in the manufacture and sale of water-heaters
*:7and plumbing ware. In addition, through certain wholly-owned subsidiaries, Briggs fabricates and
*_." sells metal and plastic signs (through Texlite, Inc.), operates an aircraft maintenance business at Miami
. " International Airport (through American Airmotive Corporation), and operates a chain of retail auto
} jwpply stores (through Western Tire Auto Stores, Inc.). The net sales of Briggs and its subsidiaries for
"-_ﬂlc year ended December 31, 1965 were $65,114,802, and the net loss was $3,179,166. The pet sales
‘and net loss for the year ended December 31, 1964 were $60,596,255 and $2,812,732, respectively.
The net sales and net loss for the eleven months ended November 27, 1966 were respectively $51,090,000

.20d $6,449,000 (including non-operating losses of $2,798,000).

W On July 13, 1966, in connection with certain financing arrangements among Briggs, certain of its
" ‘trade creditors, and Bankers Life and Casualty Company (“Bankers Life”), 1,001,282 shares (approxi-
mately 31%) of Briggs’ capital stock- owned by Republic-Odin Appliance Corporation and Milton J.
,_swvens, the former Chairman of the Board of Briggs and the sole stockholder of Republic-Odin Appli-

ance Corporation, were placed in a voting trust, the trustees of which are designated one-half by Glen

'den and one-half by Bankers Life, and Glen Alden undertook an active participation in the manage-

<t of Briggs. 210,074 of the above mentioned shares of Briggs capital stock were transferred subject
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t .o prior rights of certain pledgees. The pledgees holding 150,074 of such shares have given
.+ they intend to sell said shares in exercise of their rights.

R -

Simultaneously with the above transaction, (i) Glen Alden agreed with Bankers Life to bear ope., N
of any loss suffered by Bankers Life in respect of non-payment of any part of a $3,000,000 loan mz 3
by Bankers Life to Briggs and secured by Briggs’ inventories, and (ii) Glen Alden acquired options T8
purchase, at any time on or before July 1, 1971, all of the shares placed in the voting trust (6;, o
voting trust certificates with respect to such shares) and 300,000 shares of Briggs® capital stock m
owned by Bankers Life. The aggregate purchase price payable by Glen Alden upon exercise of all'ol
these options will be $3,802,564 plus an additional $66,666 if exercise is delayed untul after Jun, )
1968. In comnection with the acquisition of these options Glen Alden paid Bankers Life an mmal ol
of $100,000 and must pay an annual renewal fee in like amount each year to prevent the option on a’?.,
300,000 shares owned by Bankers Life from terminating.

.idg

On July 13, 1966 immediately following consummation of the above transactioas, Paul A. .
President of Glen Alden, was elected Chairman of the Briggs Board of Directors, and Leonard C, Lang
Vice Chairman of the Board of McCrory and a Director of Glen Alden, and Harry E. Barch, Assxstani 3
the President of Glen Alden, were also elected directors of Briggs. On August 22, 1966, Sash A. Spente
formerly a general partner in McKinsey & Co., management consultants, was elected president and ¢h il
executive officer of Briggs. Mr. Spencer, who had no prior affiliation with either Briggs or Glegl
Alden, was also elected a director in the place of Harry E. Barch, who resigned.

Briggs and certain other plumbing fixture manufacturers are currently defendaats in two ¢t
actions and one civil action which were instituted by the U. S. Department of Justice and two relates
private treble damage actions, all charging the defendants with conspiracy to fix prices of plumb "
fixtures in violation of federal antitrust laws. No prediction can be made of the outcome of these action®
at the present time. 'f :

In November 1966, Glen Alden and Bankers Life guaranteed a line of credit from certain £a OCR

and banks to Briggs in the maximum amount of $4,000,000, secured by first liens on Briggs’ .....
receivable and second liens on its inventories.

v v

In Jasuary 1967 Briggs defaulted on an instalment then due on account of approximately $4, 200 00(
of indebtedness to trade creditors in respect of which the trade creditors had agreed to accept defeifed
payments in connection with the above described July 13, 1966 financing arrangements. The creditors]

have granted Briggs a moratorium until June 1, 1967 to cure this default, failing which all of said]
indebtedness may become due. e

B~

HISTORY AND BUSINESS OF B.V
Products

B.V.D,, a Delaware corporation organized in 1950, continues a business founded in 1876. B V.D. ]
and its subs:dlanw are presently engaged in the manufacture of men’s and boys' underwear, dress and sport ;
shirts, pajamas, robes and swimwear, under the trade mark “B.V.D.”; men’s and boys’ knit outerwear and
neckwear under the labels “Wonderknit,” “Botany,” “Beau Brummell,” “Fabiant’, “Mr. John" and others;
women’s lingerie, sleepwear, bras and foundation garments, under the labels, “Flexees,” “Gilead,” “Jubilee”
and others; men's and ladies’ rainwear and all-weather coats under the labels “Alligator,” “Almar,” and %
others; work clothes and slacks under the labels “Anvil,” “Meadow” and others; children’s and infants §
wear, under the labels “Fawn,” “McKem,” and “Nappies”; men’s toiletries under the “Aztec” label;
and men’s and boys’ clothing under the “Timely” label and others. ’

Through wholly-owned subsidiaries, B.V.D. operates 201 retail men's furnishings shops and four
leased departments throughout the country. In addition, B.V.D. owns a majority stock interest in
Timely Clothes, Inc., 2 manufacturer of men’s and boys’ clothing, which corporation, through wholly-
owned subsidiaries, operates ten retail furnishings stores. Through wholly-owned and partly owned
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TN L idiaries, B.V.D. also manufactures yarn and manufactures and sells men's and women’s
o i men’s underwear and sport shirts, and ladies’ undergarmeants. Through other wholly owned

B - fies B.V.D. manufactures and sells men’s and boys’ clothing.
158 7The approximate percentage contribution to net sales of B.V.D.'s various divisions, eliminating inter-
o ributing at least 15% to aggregate net sales, and the approximate percentage contri-

~ 'y sales, cont 27
+'to operating profit of such divisions are, as follows:

. / Year Ended Six Moaths
- April 2, 1966 Ended Octaber 1, 1966
- Net i Net
;. S Opme AL i
Tr- Men's and Boys’ Furnishings ....... 64.8% 80.8%  574%  88.4%
i 20.8 15.1 22.3 3¢

* Maximum profits in retail store operations are realized in the second six-month period.

Materials
; :'B.V:D. uses both knit and woven cloth in the manufacture of its apparel. Approximately 75%
3¢k cloth is purchased from outside sources. The balance of 25% is made up as follows: (1) Kait
R used in manufacturing men’s and boys’ T shirts, athletic shirts and briefs. B.V.D. knits all of
- knit cloth used for the foregoing products. 90% of the yarn required for this cloth is spun by
' BV.D.:from raw cotton, which B.V.D. purchases. The other 10% of the yarn is bought from outside
aarces +a(2) Men’s and boys® private label knit outerwear. B.V.D. knits 90% of its cloth requirements
Beithese products and purchases 10% from outsiders. Of the cloth knit by B.V.D., 80% of the
Sequired yarn is spun by B.V.D. from raw cotton, and the remaining yarn is purchased from outsiders.
£8){Boys’ knit shirts other than the B.V.D. brand. Substantially all the cloth used for this product
g Xnit by B.V.D. from yarn which B.V.D. purchases from outside sources.

. --'c A T
Qigbjbotion :ci-
ViD. sells its men’s and boys’ underwear products, dress and sport shirts, pajamas, robes and
ar -under the “B.V.D.” label, principally to retail outlets, such as department stores, chain
mail order companies and men's specialty shops. Men’s and boys’ knit outerwear are sold under
. ¥.D.” and other labels in the same manner. Neckwear products and toiletries are sold to depart-
eat stores and men’s haberdasheries. Women’s foundation garments, bras and sleepwear are principally
golditos department stores and women’s specialty shops. Men’s and boys’ clothing, rainwear and all-
edther coats are sold to department stores and to specialty stores. Work clothes and slacks are sold
epartment stores and chain stores. Children’s and infants wear are sold to department stores,
R Ipecia ty shops and chain stores. Substantially all sales (except foreign sales, which are not significant)
3 &T0 lpadc by sales personnel employed by B.V.D. Substantially all sales, other than those at retail, are
. iade on open purchase orders.
g i 'ZB.V.D. advertises its products in national and trade magazines, newspapers, billboards and printed
!gpcna]s used in retail stores.

-
EYPBL, ¢

nmin consideration for the payment of royalties. Licensing in Central and South America (the

1t Jncome from which, however, is not significant) is done by B.V.D. International, Inc., a Panamanian
.. ©otporation, 46.4% of the stock of which is owned by B.V.D. and the remainder by nonaffiliated persons.

Competition
The men's and boys’ underwear business is competitive but is relatively stable, since it is not

affected radically by changes in fashion design or season {except in the case of winter underwear)_.

.‘(l‘»l -
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- April 30, 1971, at an annual rental, which, at its maxignum, is $36,500 per year. The minimum annu

The men’s and boys' knit outerwear business is highly competitive. The neckwear business is off :
highly competitive and is affected by changes in fashion and design. The women’s lingerie, sleepweslil
bras and foundation garments, and the children’s and infants wear businesses are highly competiq
and are affected by changes in fashion and design. The men'’s and boys’ dress and sport shirts, pajamag
robes and swimwear business is competitive and affected to some extent by changes in fashion g}
design. B.V.D.'s business in men’s and boys’ clothing, rainwear, all-weather coats, work clothes 'y
slacks is competitive but relatively stable.

[CH

Employees

B.V.D. employs approximately 17,000 persons, of whom approximately 90% are engaged in tha
production of its products and maintenance of its plants and propertics. Of the production and mairy
tenance workers, approximately 4,500 are employed under union agreements. Employee relations ard
considered by management to be good. i

Plants an@ Properties

’

B.V.D.’s operations are conducted at various locations in the United States and Puerto Rico, an
it has subsidiaries operating in the United Kingdom and Spain. B.V.D. and certain of its subsidiari
own plants located at: ‘

High Point, North Carolina Hamlet, North Carolina
Richmond, Virginia Candor, North Carolina
Clinton, South Carolina West Wyoming, Pennsylvania
Mullins, South Carolina Washington, Georgia

Mount Gilead, North Carolina Tignaill, Georgia

As of March 1, 1966, B. V. D. and certain of its subsidiaries sold plants located in Carrboro, Chadl
bourn, Kings Mountain and Monroe, North Carolina; Cincinnati, Piqua and Tipp City, Ohio; Pennsburgy
Pennsylvania; and Galax, Virginia, and a home office building located at Montvale, New Jersey, to 2
corporation all the stock of which is owned by The Bank of New York, as Trustee for an employees:
pension fund of National Shirt Shops, Inc., a wholly owned subsidiary of B.V.D. The sales price was equal
to B.V.D.’s book value of such real estate plus closing expenses, aggregating $5,000,000. Said prop
erties were leased back to B.V.D. for a term of 25 years at a net rental of $375,000 per annum, with
options to renew for six successive five year renewal periods at reduced rentals. On December 21, 19602
B.V.D. and cerfain of its subsidiaries sold plants located in St. Louis, Missouri, Rochester, New Yorl
and Grayson County, Virginia, to a second corporation, all of the stock of which is owned by The Bank
of New York, as Trustee as aforesaid. The sales price aggregated $2,475,000, and said properties werg
leased back to B.V.D. for a term of approximately twenty-four years at an aggregate mnet rental of
$207,503.16 per annum, with similar options of renewal at reduced rentals. In addition to the forey
going, B.V.D. and certain of its subsidiaries lease plants located at Caguas, Viequez, Lares, Utuado,
Arecibo, Las Marias and Ponce, all in Puerto Rico; Pascagoula and Okolona, in Mississippi; Livingstonh
Tennessee; Braselton and Atlants, in Georgia; and Prattville and Bay Minette, in Alabama. B.V.D. main-
tains its principal executive offices at 404 Fifth Avenue, New York, New York, under a lease expiring..

rental for all leased properties, including retail stores, aggregates approximately $3,900,000 per annum.

2 3
In the opinion of B.V.D.’s management, the various plants maintained and operated by B.V.D:

and its subsidiaries contain the necessary machinery and equipment for the activities conducted at the

respective locations and the plants and equipment are well maintained and in good condition. )

There is herewith set forth in tabular form the average percentage utilization of capacity during |
B.V.D.'s most recent full fiscal year for each of its plants, 100% utilization being equated to a single °
shift operation. Each of said plants is in good operating condition and capable of meeting operating 8
requirements in peak periods. »
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Men’s and Boys' Furnishings

% UtiMzation Plant Location % Utlilzation

................ 100% Caguas, P. R....oin 75%
................ 90 Kings Mountain, N. C............oe 100
................... 90 Mullins, S. C..oooorii e 100
............................ 88 Monroe, N. C...oooovrrieriiiiican e 100
.......................... 90 Chadbourn, N. C........oooooeviniiiiienenes 95
.............................. 100 Lares, P. Ro...ooiiiiiiiiicecene 85
................................... 95 Tipp City, Ohio ... 85
.............................. 60 Ponce, P. Ruoooi 100
.............................. 100 Cincinnati, Ohio .............cocvriiierreens 100
.............................. 100 Galax, Va, ..o 95
....................................... 90 Tignall, Ga. ..o 75
" 100 Washington, Ga. .....c..cooceiiivinrininns 98

.................................

Women'’s aud Children's Wear

.~f,g,a Wyoming, Pa.........ccccccousicccines 50% Hamlet, No Cuooooovvvoe e 70%
& MU Gilead, N. C. #1.oo 8s Braselton, Ga. .......cccooowroroveorcerrrrrerron 60
Mt Gilead, N. C. #2....ccccooocerreernne 85 Prattsville, Ala. ........coocooverrirercneee 80
£ Gilead,N C.o#3 e 70 Atlanta, Ga. ..., 80
JRRd0r, N. C. .o, 75 Okolona, Miss. .........cocovevvimrueeenranes 80

Men’s Clothing

................................. 98% St. Louis, Mo......ccoooiniinciinieeene 98%

A sts (men’s) .....ccoveveeennne 95 Rochcste'r,‘N. Y et 93

..................................

100

gebere is herein set forth in tabular form details concerning B.V.D. acquisitions during the past five
. tcttmg forth (1) the compamcs acquired; (2) the dates of acquisition; (3) the net book value
“assets acquired; (4) the net income of the acquired companies for their last full fiscal year
x40 acquisition; and (3) the consideration given. In none of the foregoing acquisitions was there
mlauonslup between the acquired company and Glén Alden or any of its affiliates, Mr. Kittay, or
Massocxate of the foregoing, except that National Shirt Shops Inc., which had originally been owned
»by*MoCroxy, was sold to individuals who were principals in a corporation licensed by B.V.D., and
ﬂnmattet sold to B.V.D.

i
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Net Income/

(Loss) .
For Last Full ~—Consideration Give
Effectiva Book Value Fiscal Year Shares ot "
Dateof of Net Assets Prior to B.V.D. Common 4
Company Acquisition  Acquired Acquisttion Stock Dollare]
- (6/30/61) e
Beau Brummell Ties, Inc.........cco.cee.. 2/28/62  $1,547,555 $ 87,116 291,920(1) i
(9/2/61) -
County Mills, Inc............ccconn s/ 7/62 1,054,378 11,898 — $1,369.008
(3/31/62) #
Mullins Textile Mills, Inc..................... 57 7/62 188.824 38,772 34,258 8.
Flexees International, Inc. and $0% (12/31768) e
of the stock of Flexees Limited ... 8/31/62 (23,038)(3)  (219,708)(3) —_
(12/31/62)
B. W. Mayer & Cohan Ltd................... 4/ 1/63 52,107 (45,078) 1,000
(6/30/63)
United Mills Corporation.................... 12/31/63 1,280,793 (90,857) 91,030
(5/31/64)
Wonderknit Corporation .................. 7/ 1/64 326,028 131,684 19,476
(8/28/64)
L & B Eaterprises, Inc.......ccocovcevimerenne 8/28 /64 620,926 63,329 28,694
(1/31/64)
National Shirt Shops Inc 10/ 1/64 1,366,157 510,827 —
(11728764
Fordham-Bardell Shirt Corp............... 12/ 1/64 - 1,305,470 289,398 125,000(5)
12/31/64)
The Alligator Company, Inc............. 6/11/65 3,311,437 (570,958) _—
(10/30/6%)
Anvil Brand, Incorporated................. 2/ 1/66 1,425,378 152,647 82,277
(8/31/64) ‘i
Adams Clothes, Inc..........ocooocvenennrne 5/16 /66 2,621,638 145,760 113,438(6) -
(6/30/65 PR
Almar Rainwear Corporation.............. 6/17 /66 1,220,909 (143.52&) 56,500
(6/30/66)
Meadow Sportswear, Inc.........cc........ 6/30/66 2,360,040 827,545 —
(4/2/66) (10/31/65)
Timely Clothes, Inc......c..oevvvieirnrrnees {8) 4,165,729 . 75,078 —
Friedman-Marks Clothing Company, )
Inc. and its two affiliated corpora- B
tions, Rockingham Stores Incorpo-  As of Close
rated and 1400 West Marshall  of Business (um% -
Street Corporation ..........ccoceeevveees 10/ 1/66 5,243,090 - 851,000 (Approx.) - =T '_.‘..

€Y

(2) As of December 31, 1963, B.V.D. sold its investment in County Mills, Inc, at underlying book equity. ‘f"
(3) Does not include B.V.D.’s equity in (a) the book value of Flexees Limited at date of acquisition and_ (b) X

“)
)

(6)

)]

(8)

9)

Including 135,180 shares issued in exchange for a like number of shares of Beau Brummell Ties, Inc., acqunl
by B.V.D. in July, 1961, for $1,263,262.

net income of Flexees Limited for the last full fiscal year prior to acquisition, which amounts are not sign
B.V.D. has as of February 1967 purchased the remaining 50% of the stock of Flexees Limited, plus an a
payable from Flexees Limited to the selling stockholders, in exchange for 5,961 shares of B.V.D.’s capital
B.V.D. had previously made 2 loan to Nationat Shirt Shops, Inc, of $3,500,000. ’
Plus a further number of shares issnable at the end of a five-year period, the exact number of whichk¥
contingent upon net earnings of Fordham-Bardell Shirt Corp. over said period, namely; one additional.

for each $2.00 of such net earnings after taxes in excess of $250,000 (averaged out on a yearly basis for
five-year period) up to an average five years' net carning of $375,000, or 62,500 shares, and then one midf®
additional share for each additional $8.00 of such average net carnings in excess of $375,000 without, limif]
during said period. Y

Plus a further number of shares issuable at the end of each of two successive three-year periods and a’final
further period of four years, the exact number of which further shares is contingent upon net earnings of
Adams Clothes, Inc. over said periods. Between May 16, 1967, and May 16, 1970, the B.V.D. stock issned]
in this transaction may be put back to B.V.D. at $24 per share, if the market price is then less. 2

Plus a further sum payable after seven years which sum is contingent upon net earnings of Meadow Sport:
wear, Inc, during said period. The contract provided that approximately $1,000,000 of the purchase price]
was Fayable in shares of B.V.D. Common Stock valued as of the close of business June 30, 1966 ($25.375)
Ou July 5, 1966 the principals, Emanuel E. Davis and Pearl L. Davis, agreed, from the cash ‘Eroeeeds
received in the trapsaction, to purchase an additional 20,000 shares of B.V.D. Common Stock at the same

rice, B.V.D. is obligated, at the option of Emanuel E. Davis and Pear! L. Davis, 1o repurchase all of the]
oregoing shares of B.V.D. Common Stock during a limited period of 90 days commencing August 31, 1969 af]
the purchase price of $25.375. :
Between February 9, 1966 and December 1, 1966 B.V.D. acquired 162,949 shares of the Capital Stock of
Timely Clothes, Inc. and $597,000 of its 642 % Convertible Subordinated Debentures, alt of which debentures
have since been converted into shares of Capital Stock of Timely. As a result of the foregoing B.V.D,, as
December 1, 1966, bolds a total of 199,937 shares of Timely's Capital Stock at a total cost of $4,098,695.3
which shares represent approximately 90.8% of the outstanding Capital Stock of Timely Clothes, Inc.
Payable $200,000 in cash and $7,300,000 by the issuance by B.V.D, of 20 year, 5% convertible subordinated “BEEs
debentures convertible into Common Stock of B.V.D. at $30 per share. Said debentures contain customary 3
apti-dilution clauses. The agreement provides that if B.V.D, does not redeem $5,500,000 of said debentures &
on or before August 15, 1969, the sellers shall have the right to have the stock of said companies returned 4
to them upon surrender of the $7,300,000 in debentures, or their equivaieat in cash and B.V.D. stock, if
previously converted, plus $100,000. (See Note J at page F.32 for a further description of the provisions of
said debentures.)
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4 v.D.'s acquisition of a majority interest in Timely Clothes, Inc. was effected in February, 1966. .
(Clothes, Inc., Almar Rainwear Corporation and Meadow Sportswear, Inc. were acquired by
as of May 16, 1966, June 17, 1966, and June 30, 1966, respectively. The results of the operations
; ar Rainwear Corporation are fully reflected in the financial statements set forth herein on a pooling-
W25 tgarest basis, and the results of the operations of Adams Clothes, Inc. are similarly reflected for the
B satiod since February 1, 1966 (operations of Adams Clothes, Inc. for previous periods were not mate-
A iy /iThe results of the operations of Timely Clothes, Inc. and of -Meadow Sportswear, Inc. are
[Bgd e 1 in the financial statements set forth herein for the periods since April 2, 1966 and July 1, 1966,
sectively. - Friedman-Marks Clothing Company, Incorporated was acquired by B.V.D. as of the close

O

on October 1, 1966 and is not refiected in the financial statements set forth herein.

An December 15, 1965, B.V.D. entered into a -Revolving Credit Agreement arrangement with
gank of New York, Girard Trust Bank, Bankers Trust Company and Manufacturers Hanover
t"Company, which provides for loans up to $6,000,000 from each of said Banks to July 31, 1969
terest at 5% per annum. The parties have since agreed to reduce the credit by $1,000,000 per
Barter commencing April 15, 1967. Said Agreement, among other matters, contains working capital
Salrements and restrictions upon payment of dividends, purchases of B.V.D. stock, loans or advances
idxorchases of assets from Glen Alden, and acquisition of other companies, and provides that
$al Kittay is to continue as Chairman of the Board and chief executive officer of B.V.D., failing which
S4ns may be called. The Revolving Credit Agreement further requires the consent of the Banks
«of B.V.D.’s assets, which consent has been given subject to consummation of the transaction.
FIhett, V.D. -Acquisition Agreement provides that, as a condition of closing, waivers and consents be
ghanished ‘where required. The parties to the Revolving Credit Agreement have orally agreed that on
2l ?épnl 1, 1967 the rate of interest shall be one-quarter of one percent above the prime rate,
Jeg 0 ‘%%ﬁxcd five percent (5% ). .

d f October 1, 1966, B.V.D. obtained a subordinated loan of $5,000,000 from.Von-T, S.A.,
;l(l,P., due January 31, 1970, with interest at 6% per annum. On December 1, 1966, B.V.D.
d’a éommitment from the same lender for an additional subordinated loan of $5,000,000, maturing
Panie’ date with interest at 6% per annum, of which $1,000,000 had been borrowed prior to

/Y" o
FSRVD.

a;November 16, 1966, B.V.D. sold to Banque de Paris et des Pays Bas 80,000 shares of its
Stock for the sum of $2,000,000; on November 23, 1966, B.V.D. sold to Amincor A.G,,
ador Fasco A.G., 40,000 shares of its Common Stock for the sum of $1,000,000. Each of said
.k sers was granted the right, exercisable for a period of thirty days commencing on a date three
R YRES Lrom the closing of each of said transactions, to require B.V.D. to repurchase said shares, or any
R eof, at the aforesaid purchase price of $25 per share. Each of said purchasers has agreed to
38ECept khares of Preferred Stock of Glen Alden Corporation, upon consummation of the B.V.D, Trans-
,A!E‘.‘?'{"and, thereupon, the repurchase obligations will be assumed by Glen Alden Corporation's newly
! ; WgAnized subsidiary. On February 21, 1967, B.V.D. entered into a similar agreement with Banque de
%y ez et de L'Union Des Mines for the sale of 36,000 shares of its Common Stock for the sum of
223 ’19..°°o0°0,_Which sale has not as yet been consummated, and has orally negotiated a similar sale of 44,000
i %}}M of its stock upon the same price per share and other terms to one additional purchaser, which
&5 ﬁfnent has not to date been signed. The net proceeds realized and to be realized from the foregoing
; 803 of stock have been and will be added to B.V.D.’s working capital. )

ﬂ:;,BVD and it:s subsidiaries have pending three transactions with industrial development corpora-
N ) i, -one in Mullins, South Carolina, under the terms of which B.V.D.'s subsidiary, Mullins Textile
gg_‘ l:nc., Is constructing an extemsion to its manufacturing, warehousing and office facilities of
& ‘?‘;’mnmately 120,000 square feet, and is in negotiation with Industrial Development Corporation in
X MG;}’ of Mullins, South Carolina, for the sale of the premises to said corporation for $1,000,000
%8 leaseback for a period of twenty-five years at a rental sufficient to repay said sum, together with

t over sa?d period of time, rental at the end of the twenty-five-year period to be negotiated. A

tion of transaction is pending by Wonderknit Corporation, a B.V.D. subsidiary, covering the construc-
OI new manufacturing, warehouse and shipping facilities of approximately 168,000 square feet in

few s




Mocksville, North Carolina, with Industrial Development Corporation in the County of Davie, N
Carolina, involving $1,200,000. A third similar transaction, not as yet commenced, is plannee
B.V.D. in Clio, South Carolina, covering the construction of a new manufacturing, warehousing
shipping facility of approximately 180,000 square feet, the negotiations being held with Indust
Development Corporation in the Town of Clio, South Carolina, and involving a possible $1,500,000
the transaction. In addition to the foregoing, Meadow Sportswear, Inc., a subsidiary of B.V.D., is
negotiation with the City of Okolona, Mississippi, for the construction of an additional manufactur.
facility of approximately 40,000 square feet, which will involve an expenditure of approximately $250,0
with a sale to the City and leaseback on an approximate 20-year lease on a self-liquidating basis.

HISTORY AND BUSINESS OF PHILIP CAREY
General

Philip Carey was organized in 1888 under the laws of the State' of Ohio, and its general offi
and principal plant have been located in Lockland, Ohio, adjoining Cincinnati, since 1895.

Philip Carey is principally engaged in the manufacture and sale of roofing products, indusv
products, asbestos fibres and related products, Miami-Carey Division fabricated products, and Insula’
Division products. In addition, Philip Carey purchases a small variety of products for resale to
customers as an accommodation.

Asbestos fibre in various forms is an important ingredient in many of the products manufa
by Philip Carey, and Philip Carey’s subsidiary, Carey-Canadian Mines, Limited (herein referred fo
“Carey-Canadian’”), operates an asbestos mine and milling plant in Canada (described below) wiu
produces asbestos fibres both to meet a significant portion of Philip Carey’s requirements and
sale in the open market

The following table shows for the year ended December 31, 1965 and the nine months en
September 30,. 1966 the approximate percentages of contribution to net sales and operating profit of.
Carey’s principal product lines contributing at least 15% to net sales or operating profits:

1 . Nine Months Eode”®
1965 ---, ,—--September
Net OP_)eratmg Net )
Safes rofit Sales Profit
Roofing Products........ Feveeeece e . 40.6% 24.9% 39.1%
Industrial Products.........ccccoceevvereeeniennn b 9.0 21.6 9.7
Asbestos Fibres and Related Products(l). 15.2 33.8(2) 14.5
Miami-Carey Division Products.......:......... 15.9 12.9 18.1

(1) After elimination of intercompany transactions.

(2) After normal depletion deductions.

Apart from “Asbestos Fibres and Related Products”, the variation in the contribution to operating
profit in relation to total sales is in large measure explained by differences in costs of sales and the
necessity in the case of the Miami-Carey Division of incurring substantial transportation and warehous-
ing costs. Competition and other related matters affect the distribution selling costs of the vario*
products manufactured and sold by Philip Carey.

The Asbestos Fibres and Related Products contribute a higher percentage of operating profit
relation to net sales partly because Philip Carey is able to market a substantial portion of its asbest
fibres at low selling costs due to having an assured outlet to its own plants and partly because of the
present strong demand in the world market for the type of asbestos fibres produced. Management makes
no prediction as to the future of these markets.
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jjnta
following is a description of Philip Carey’s principal product lines:
rm Roofing Products. Philip Carey’s principal roofing products are asphalt shingles, roll roofings,

~mrited roofing felts, roof coatings, and asphalt plastic cements.

Xl Industrial Products. Philip Carey’s principal industrial products are pipeline felts and padding,
inorganic and organic papers, asphalt and fibre expansion joints, asphalt plank and tile, and
~*JJfciaproofing products.

Asbestos Fibres and Related Products. Carey-Canadian produces and sells asbestos fibres. (See
bSow under “Asbestos Mine and. Mill”’.) During the past four years sales to Philip Carey for its
MB use by Carey-Canadian™pjjaged about 18% of Carey-Canadian’s total sales in terms of dollars
~dUbout 12.7% of total sales laterms of tonnage. The balance was sold by Carey-Canadian to outside
tmTmrrr directly and through independent distributors. (See below under “Raw Materials” for
B ASnal asbestos requirements for Philip Carey.) Philip Carey itself manufactures and sells asbestos

flat boards, siding, and corrugated sheets.
~MAMiami-Carey Division Products. The principal fabricated products of the Miami-Carey Division

N bathroom cabinets, kitchen range hoods, bathroom and kitchen ventilating fans, bathroom wall
"mferorK door chimes, and bathroom cabinet lighting fixtures. Certain component parts, such as glass

rs, a portion of the lighting fixtures for bathroom cabinet units and electric motors used
fb~ventilating fans, are purchased. In addition, the Division sells bathroom accessories (such as
liters, soap and glass holders, and electric bathroom heaters) and home radio intercommunication
which it purchases from others. *

lotion Division Products. The principal products of this Division are industrial insulation for
ture ranges. In addition to selling these products, the Division acts as a contractor in installing
Insulations manufactured by it and purchased from others.

ccommodation Products. The principal products purchased by Philip Carey for resale to its
an accommodation are roofing asphalts, tar pitches, and roof and home insulations.

Distribution

[Hip/ Carey sells its products through its own sales organization, principally to independent

.. Its products are sold throughout the United States and Canada and many are exported
m.countries. It has district sales offices and warehouses at Atlanta, Georgia; Bellwood (Chicago),
Beltsville (Washington, D. C.), Maryland; Boston, Massachusetts; Cleveland, Ohio; Dallas,

jgai (warehouse only); Denver, Colorado (warehouse only); Detroit, Michigan, Jersey City, New

York City, New York (sales office only); Philadelphia, Pennsylvania (warehouse only);
* jMo”rancisco, CkHfonria (warehouseonly); Seattle, Washington (customer-service office only); St. Louis,

+ Mtssoun; Montreal, Quebec; and St. John, New Brunswick, and warehouse facilities at its plants except
A Srfpk*1*5.3* Wilmington, Swainsboro and Lennoxville. District offices and warehouses (except the
Qgjadelphia warehouse which is owned and warehouses in owned plants) are leased.

. Carey maintains industrial contract departments at Detroit, Michigan; Indianapolis, Indiana;
Angeles, California; Perth Amboy, New Jersey; Philadelphia, Pennsylvania; Providence, Rhode
" ant* Washington, D. C., through which it furnishes and installs industrial and commercial insula-
“or boilers and similar equipment.

jParC™"ana™*an s sa’es °* “bestos fibre (other than to Philip Carey itself) are to customers through-
the United States and Canada and in several other countries.

rtqg Philip Carey has approximately 20,000 customers. In 1965 the purchases of the largest single
mer accounted for less than 2Vi% of net sales for such year.



Raw Materials

The principal raw materials used in the manufacture of Philip Carey’s products are asbestos
asphalt, cement, pulpwood, roofing granules, steel, tar, and waste paper. Philip Carey during
secured approximately 53% of its asbestos fibre requirements from the East Broughton mill and pv
the balance of its requirements (some of which are of different grades and types) in the. open
All of the foregoing raw materials, as well as other items used in the manufacture or assembly of pr
sold by Philip Carey are, in the opinion of management, in adequate supply and available from a nr

of sources.

Competition

There is strong competition with respect to products sold by Philip Carey. Because of the
variety of products which Philip Carey sells, it competes with a large number of both smaller and
companies. The product lines of some of its competitors are not as broad as those of Philip
Management of Philip Carey believes, on the basis of information available to it, that in T9
ranked fifth or sixth in the United States in the sale of asphalt roofings and ranked third in the. U
States and Canada (measured in terms of tonnage) in the production of asbestos fibre.

Asbestos Mine and Mill

In 1915 Phflip Carey acquired a majority interest in a Canadian corporation which owned
operated asbestos mines and a mill near East Broughton, P. Q., Canada, and subsequently acquir
entire interest in this operation. The mining and milling of asbestos at this location was termina
1958 because the rock in these mines removable by open pit mining was exhausted.

Between 1952 and 1956 Philip Carey’s wholly-owned subsidiary, Carey-Canadian, acquiredtitl
or mining rights in approximately 770 acres of land, also near East Broughton, through which e
an asbestos bearing rock containing formations suitable for open pit mining. Subsequently, ad<
real estate has been acquired surrounding this area, primarily for protection purposes.

In 1958 Carey-Canadian completed the erection at this new location of a modem mill,
of steel and asbestos cement board and consisting of a 12-story plant, warehousing faeflities, a
shop, a research laboratory and other facilities. Open pit mining and milling on a commercial basis
commenced on September 1, 1958. Since that time the warehouse capacity has been inc
machinery has been added which has both increased capacity and added to the variety of fibred
can be milled. As of December 31, 1965, the total investment in this-mill, its machinery and equipl
and in the mine and mining equipment, excluding rolling stock, amounted to approximately $15,550',
Canadian funds, and the depreciated cost on the books of Carey-Canadian was approximately $6,650,

The mill operations are highly automated. It has a capacity of at least 4,200 tons of rock per.da
and for the past three years has operated at approximately 95% of capacity. It is served by the Que
Central Railroad Company and by paved highways suitable for the shipment of asbestos fibres by tru

The raining area has been divided by management for convenience into five zones, designa
as Zones B, C, D, E and T. Carey-Canadian owns the land area of Zones C, D and E. It has o
pit mining rights in the land area of Zone B granted by the land owners and mining rights in ,tb
land area of Zone T granted by the government of the Province of Quebec.

All of these zones have been tested by Carey-Canadian to some extent by diamond drillin
for the purpose of determining the character of the materials and the tonnage of underlying as
bearing rock, available for open pit mining. Zone C has been so tested extensively and has been
mined by Carey-Canadian by open pit mine methods during the past eight years. Some open pit
mining has also been conducted in Zone B during the past two years.

Based on the diamond drilling completed to date and the knowledge secured from the open pit
mining in Zones B and C, management believes that in Zones B and C there are reserves of asbestos"3
bearing rock, estimated at approximately 36,705,000 tons, containing fibre of a fibre value similar
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' " which has been heretofore mined and milled. If the foregoing estimates are correct, based
% Wm rate of mining, the asbestos-bearing rock of equal fibre value to that now being mined

pot be exhausted for approximately 30 years.

RO . Additional drilling performed outside of Zones B and C indicates the existence in Zones D, E

T of an aggregate of approximately 67,300,000 tons of asbestos-bearing material. Work done
oy tete on these latter zones is insufficient to enable Carey-Canadian to predict to what extent, if
f;‘ (this material can be mined commercially. Carey-Canadian intends, at some future date, to
M vt on further exploration in these zones to determine to what extent commercial mining is in
BIPECS feasible. The limited exploration already performed in the area outside Zones B and C indicates
at 8 portion of the asbestos-bearing material (that contained in Zone T) is of approximately the

s

: e grade as that contained in Zones B and C whereas the asbestos-bearing material in the other
e a;{pears to be of a substantially lower quality. .
"Thm mines are known as short fibre mines, and the fibres produced are predominantly in the
ez priced “Asbestos Shorts” grades which are used in the manufacture of floor tile, plastics, joint-
t and similar products. However, important production is also obtained of fibres falling
he “Asbestos Fibres” grades which are used principally in the manufacture of asbestos papers and
tos cement products.
B¥The total quantity of asbestos-bearing rock processed in the mill, the quantity of asbestos fibre
pcovered, the percentage of recovered fibre to rock milled, and the direct operating cost per ton
of mined and milled (exclusive of depletion, depreciation, general administrative expenses, and
e¢ on income) during each of the past three years and for the first eight months of 1966 are as follows:

Direct
Tons Percentage Caosts per
of Rock Tons of Fibre of Fibre Ton of Rock

“Milled Recavered Recovered Milled

1963 ... 893,848 171,048 19.14% $4.23
3 fﬁ ........ csireiesnas 974,913 182,224 18.69% 4.23
RI6S. ... 1,069,628 190,564 17.81% 4.01
66 (Through August 31) 721,982 122,741 17.00% 3.82

"_ﬁh'ayc been no material changes in mining conditions or in the deposit being mined at these
IneS i_)g@;’gj.he, past several years and none are anticipated, other than normal variations which may
N L vf,ljgnzx?the relocation, if any, of mining operations and the type and quantity of fibre produced. How-
M O¥er' Costs may increase in the future due to increased ratio of waste removed to asbestos-bearing rock
OMained as the depth of the pits increases. Hauling and water pumping costs also increase for the

T reason.

ovfactoring and Other Principal Properties
5 - In addition to the East Broughton mill, Philip Carey operates ten manufacturing plants, four of
S which are devoted to the manufacture of “Miami-Carey Division” products, and the remaining six of
e Dich manufacture various items included in the other general product lines. These plants are of
ff widely varying ages, the oldest having been built in 1895 and the two newest having been completed in
i 1966. Six of these plants are owned by Philip Carey and two are occupied by Philip Carey under
008 term leases with purchase options, with respect to which the aggregate annual rental obligation is
MR2?%:229. The remaining two plants are owned by Philip Carey Co., Ltd., a2 wholly-owned Canadian
:} o subsidiary. The buildings are of different types of construction, including brick and steel, corrugated
& o §|3eathing, concrete blocks and other non-combustible materials. The plants have transporta-
- 1% thom facilities for both raw materials and finished products which management believes to be adequate.
management believes that all of its plants are well maintained and are suitable for the purposes
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intended, are being operated efficiently and have capacity for substantially increased productions |
ten major plants operated by Philip Carey in addition to the East Broughton mill, the principal

tions of each at the present time, and the approximate space they occupy are listed below: a
Principal
Location Qperations Bulldings
Lockiand, Ohio...................... Philip Csrey's general offices; wmasufacture of
building matecials apd industrial products. 1,090,660 sq. ft.
Perth Amboy, N. J............... Manufacture of asphalt shingles, roll roofings felts, 219,130 sq. ft.
asphalt coatings and plastics, and asbestos
cement siding and flat boards,
Wilmington, Rlinois.............. Manufacture of asphalt roofing products and 278,630 3q. 1.
roofing coatings and plastics.
Memphis, Tenpessee.............. Manufacture of asphalt roofing products, roof 133,400 sq. ft.
coatings and plastics,
Houston, Texas...........cccecuene Manufacture of saturated feits, asphait shingles
and roll roofings, asphait coatings and plastics. 70,700 sq. ft.
Monroe, Ohio.....ccovveevreann. Miami-Carey Division products. 276,500 sq. ft.

Swainsboro, Ga. (leased}... Manufacture of door bells, buzzers, door chimes, 35,000 sq. ft.
transformers, push buttons and driveway alarm
signal systems (Miami-Carey Division).

Sapta Fe Springs (L. A.),
California (leased) .......... Manufacture of Miami-Carey Division products. 87,300 3q. ft.

Lennoxville, P. Q., Canada.. Manufacture of asbestos paper, feit paper, asphalt 109,400 sq. ft.
shingies, roll roofing, roll brick siding, insu.
lated brick siding, expansion joints, composition
planking, asphalt coatings and plastics and low
pressure coverings.

Torosto, P. O, Canada......... Manufaeture of Mumx-Carey Division products. 88,000 5q. ft.

Employee Relations

Carey and its Canadian subsidiaries have in effect pension plans for their salaried employe& g -**
at four of its plants, for hourly-rated employees, and other employee benefit plans providing life in
sickness and accident benefits, and hospital and surgical benefits.

. "'
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MANAGEMENT OF GLEN ALDEN CORPORATION

: t directors of Glen Alden will continue in office as directors of Glen Alden Corporation. All
¥ ot officers of Glen Alden, Philip Carey and B.V.D. will continue in their present capacities (except
S. King, Chairman of the Board of Philip Carey, who plans to retire because of his age).

A Mrs listed below will serve untit the first annual meeting of the stockholders of Glen Alden Corpora-
~ |

."" v"\.,-
'V:' = eptb. 'Od;

Corporation) which is scheduled for May 1968, and until their successors shall be elected and

A o ion with respect to the principal occupation of each of the persons who will be directors of Glen Alden

Served as
s Directer
of Clon
Alden Since

1964

..........

1957

1957

Tl

.. January 17, 1966

i
n: 7.2+ January 17, 1966
M agpdl- 4

p o

1954

1965
September 19,

1966
1964

1964

Princlpal Occapation

Vice Chairman of the Board (formerly
Financial! Vice-President) and Treasurer
of McCrory; Chairman of the Finance
Committee and Financial Vice-Presi-
dent of Rapid-American Corporation.
President of Fowler, Dick & Walker,
Department Store, Wilkes-Barre, Pa.
Chairman of the Board of Case &
Company, Inc.,, Management Con-
sultants, New York, N. Y.

President and Director of The Security
National Bank of Long Island from

previous 5 years President of Metro-
politan Division of Franklin National
Bank and then Executive Vice-President
of Franklin National Bank,

Chairman of the Board of The Golden
Cycle Corporation, gold and uranium
mining; until 1962 Chairman of the
Board and President of BSF Company,
investment company; from 1962 to
1964 Business Consultant and Invest-
ment Advisor to Continental Copper
and” Stee! Company, manufacturer of
specialty metal products, amd Plume
and Atwood Corp., brass and copper
magufacturing.

Chairman of the Board of Financial
Consultants International S. A., Chair-
man of North Carolina Research
Triangle Foundation; formerly United
States Secretary of Commerce and
Governor of North Carolina; and also
Production Mapager and in charge of
textile mills of Marshall Field and Com-
pany and Head of the Textile Division
of Office of Price Administration.
President and director of Philip Carey.
Former Senior Vice-President and now
Director of Fidelity-Philadelphia Trust
Company, Philadelphia, Peansylvania.

. February 1, 1966; for more than the

Glea
Alden Phidip
Commen Carey
haces Commesn
and Shares and
Equivelent Equivaleat
{a Glen in Clem
Alden Alden
Carperatien Corperation
Cemmen lov
Steck (1) Steck
1,250 —
500 —
500 —
2,020 . —
300 .
— 8,292
2,625 —
2,100 —_

President and Chief Executive Officer
of Glen Aldes.

President and Chairman of the Board
of B.V.D,

Vice Chairman of the Board of Mc.
Crory; Vice Chairman of the Board
and Executive Vice-President of Rapid-
American Corporation; President and
Trustee of the National School of Home

Study.
President of Cello-Craft Products Corp.,
packaging materials manufacturer;

Vice-Chairman of the Board of Rapid-
American Corporation,

el

—

231,766

Glem
Alden-

o the periods which they have served as directors of Glen Alden, and their beneficial ownership of shares

g S-Alden, Philip Carey and B.V.D. as of February 15, 1967 is set forth in the following table:

Equivaleat
in Glen
Alden

Delaware Cerporstion

164,612 241,867




Cerperstion Carperstion
Py Samt

Name Alden Since Princtpal Oecupation Sreck(1) Stock

Austin List..................... 1965 Vice-Presideat of Gilen Alden and of 1,000 —
Gera Corporation; President of Opp
Cotton Mills and The Micolas Cotton
Mills, subsidiaries of Glen Alden.
M. Lester Mendel(2) . 1961 Director of several corporations. For- 2,700(5) ~—
merly Vice-President, Bankers Trust
Company.
Gilbert H. Perkins........ 1954 Coasultant to Chemical Bank New York 300 —_
Trust Company; formerly until his re-
tiremeat in August 1961 Vice Chairman .
of the Board of Chemical Bank New N
York Trust Company.
Bert R, Prall.............. 1964 Chairman of the Board, The Chicago- 100 — — —_—
Tokyo Bank, Chicago, Illinois. .
, Meshulam Riklis(2)...... 1964 Chairman of the Board of Glen Alden; — — —_— -
Vice-Chairman of the Board of Glen :
Alden (1964-1965); for more than §
years Chairman of the Board and for-
merly President of McCrory and Chair-
man of the Board and President of
Rapid-American Corporation. o
Harry H. Wachtel........ 1964 Partner, law firm of Rubin, Wachtel, — — — —
Baum & Levin and predecessor law .
firm, Wachte]l & Michaelson; Executive : w -
Vice-President of Rapid-American Cor-
poration and of McCrory,

(1) The following nominees have reported the beneficial ownership on February 15, 1967 of the following equity secll
McCrory, which may be deemed to be a parent of Glen Alden: -9
Isidore A. Becker, 14,100 shares Common Stock; Leonard C. Lane, 14,500 shares Common Stock, 30 sharesi(B
Stock (owned as custodian for minor children, beneficial ownership is disclaimed); Bert R. Prafl, 4,042 shares Compyy
500 Common Stock Purchase Warrants and 50 shares 414 % Cumulative Preference B Stock; Meshulam Riklis, 98,504
Common Stock; Harry L Wachtel, 2,000 shares Commoa Stock. . -1

The following nominees bave reported the beneficial ownership on February 15, 1967 of the following equity secofl
Rapid-American Corporation, the owner of approximately $1% of McCrory’s cutstanding Common Stock: =

Isidore A. Becker, 9,279 shares Common Stock and 23,000 Common Stock Purchase Warrants; Maurice G
$90,000 principal amount 5% % Convertible Subordinated Debentures; Leonard C. Lane, 58,939 shares Common, StoSE
shares Common Stock (owned by spouse, bencficial -ownership is disclaimed), $550,000 principal amount 5% % Cod
Subordinated Debentures, $127,000 principal amount 53 % Convertible Subordinated Debentures (owned as trustes
children, beneficial ownership is_disclaimed), $3,500 principal amount 5% % Convertible Subordinated Debentures'y
by spouse, beneficial ownership is disclaimed); 15.000 Common Stock Purchase Warrants, 10,000 Common Stock’ Pl
Warraots {owned by spouse, beneficial ownership is disclaimed); 9,700 shares of 75¢ Cumulative Convertible Pref
held in the name of Meshulam Riklis; Samuel J. Levy, 71,952 shares Common Stock and $154,800 principal amo
Convertible Subordinated Debestures; Meshulam Riklis, 159,439 shares Common Stock (including 2,339 shares in the nag
Mrs. Riklis, 438 shares in the names of his three children), and 1,698 shares in the name of Judith R. Riklis and Geogh
Delson as trustees for the three children, 125,000 Common Stock Putchase Warrants (of which 25,000 are in the nal
Mrs. Riklis who also owns $9,100 principal amount 5% % Convertible Subordinated Debentures), $1,800 g,nnctpal )
5% % Convertible Subordinated Debentures in the names of the three children, $6,600 principal amount 5% % Comgss
Subordinated Debentures owned by Judith R. Riklis as custodian for the three children, $273,600 principal amount g
Convertible Subordinated Debentures owned by Judith R. Riklis and George V. Delson as trustees for the three ol
45,268 shares of 75¢ Cumulative Convertible Preferred Stock (including 9,700 shares held for the account of Leonard Gl
Harry H. Wachtel, 565 shares'Common Stock and $100,000 principal amount 5% % Convertible Subordinated Debentosy

Messrs. Riklis and Wachtel are two of three trustees of the McCrory-McLellan-Green Stores Division Employees i
ment Trust which owns $1,300,000 principal amount 5% % Couvertible Subordinated Debentures and 199,202 shares of L&
Stock of Rapid-American Corporation and are also two of three trustees of Rapid-American Corporation Employees £34
liquidation) which owns 23,013 shares of Common Stock of Rapid-American Corporation and are also two of three trusk
The Mayers Company Profit Sharing Trust (in liquidation) which owns 7,673 shares of Common Stock of Rapid-Ames
Corporation. The Rapid-American Foundation, Inc., of which Messrs. Becker, Lane, Riklis and ‘Wachtel are four .,95 -
directors, also owns 8,173 shares of Common Stock of Rapid-American Corporation. '

The Directors and Officers of Glen Alden reported the beneficial ownership on February 15, 1967 of an aggrepa
133,642 shares (approximately 2.5%) of the Common Stock of McCrory and an aggregate of 288,950 shares (approxi
13.7%) of the Common Stock of Rapid-American Corporation.

(2) Member of Executive Committee. ' > _

(3) Mr. Kittay has served as a director of B.V.D. since 1951. Mrs. Kittay holds 168,722 shares of Glen Alden-DeH%
Preference Stock, equivalent to 168,722 shares of Glen Alden Corporation Class C Stock, as of the Effective Date.

(4) Immediately after the consummation of the Philip Carey Traosaction, the Board of Directors of Glen Alden Corpos?

will be increased by one and it is expected that Mr. Humphrey will be elected to the vacancy. Mr. Humphrey has beea a &
of Philip Carey since 1948. pe phrey Yy phrey '

. (5) Not including 100 Common Shares of Glen Alden owned by Mr. Mendell’'s wife. Mr. Mendell disclaims any beool
interest in the shares owned by his wife.

’
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den Remuneration

The aggregate remuneration received from Glen Alden and its subsidiaries for the year 1966 for
- < in all capacities by (1) each director, and each of the three highest paid officers, of Glen Alden
RS remuneration exceeded $30,000, and (2) all persons as a group who were directors or officers

B /en Alden is set forth in the following table. The estimated annual benefit to be payable under

r,
A Alden’s Employees’ Retirement Plan and Trust is also shown.
B¢

.

5 ted
“ Benefit o
.~ Retirement under

' Capacities in Which Aggregate Retirement
f., , 1 Name Remuneration was Recelved Remuneration Plan(1)
Meshulam Riklis Chairman of the Board $ 50,000 $11,000
aul A. Johaston(2) President 115,000 18,000
red M. Lyon(3) ..o President, Opp and Micolas 58,250 1,500
. Cotton Mills
- _Aﬁstin List(4) oo Vice President 56,666 14,000
B All Directors and Officers as a
&y group (27 persons including the

above) (5) .o R 634,033

A' ‘ estimated benefits under the Retirement Plan, with respect to which no amounts were set aside or
Piiaccrued in 1966, will become payable in the amounts indicated if (i) employment continues until normal
retirement age of 65; (ii) payments by employer corporations and/or eamings of the Trust are -sufficient

~ to permit payment of pensions at the rate now contemplated; and (iii) remuneration continues at the current
B¥>or contract rate until normal retirement age.

{2) Undér s contract effective October 1, 1965, Mr. Paul A. Johnston will receive 2 salary at the rate of not
g less than $100,000 per annum for a-term of three years and deferred compensation of $1,250 & month for
8 each month of active employment under such contract, such deferred compensation to be payable $1,250 a
month commencing on the last day of the calendar month immediately following the month.in which his
active employment terminates and continving until the total amount of such deferred compeasation is
F¥-4 exhausted. Unless either party elects not to extend such contract by at least six months' prior written notice,
Fd it shall automatically be extended for an additional period of three years. If Mr. Johnston shall be employed
. ":{for a period of ten years or more from October 1, 1965, he shall be entitled to receive an annual retirement
:‘ sum which shall be calculated on the basis of $15,000 a year, less any amounts received under -the Retirement
g " Plan, payable in the amount and subject to the conditions provided in such contract, commencing the last
L ‘day of the month in which Mr. Johnston reaches the age of 60 or the last day of the month in which his

death shall occur. In the event that at the expiration of such contract Glen Alden and Mr. Johnston do
T nc.)t reach a mutually satisfactory agreement for continuation of his employment by Glen Alden, Mr. Johnston
¢ -+ will act as a consultant to Glen Alden for a term of three years thereafter and shall receive compensation
3 %t the rate of $35,000 per annum, payable monthly, subject to earlier termination and circumstances.

?) 'Mr. Lyon retired as President of the Opp Cotton Mills and The Micolas Cotton Mills on December 31, 1966.

.. (4) Under a three year contract effective October 1, 1965, Mr. Austin List received a salary at the rate of
E $50,000 per annum until April 1, 1966 and thereafter will receive a salary at the rate of $60,000 per annum.
al Unless either party elects not to extend such contract by at least six mouths’ prior written notice, it shall
0> alﬂ?matically be extended for an additional period of three years. If Mr. List shall be employed for a
"~ period of ten years or more from October 1, 1965, he shall be entitled to receive an annual retirement sum
- of $10,000 a year, less any amounts reccived under the Retirement Plan, payable in the amount and subject
ns- . 1O the conditions provided in such contract, commencing on the last day of the month in which Mr. List
.., Teaches the age of 60 or the last day of the month in which his death shall occur. '

S #(5) D}“’“‘s the year ended December 31, 1966 Glen Alden paid, in addition to amounts pormally paid to
i f dfrectors for their attendance at Board of Directors’ meetings and for their services in the capacity of
Cr :frectors, an aggregate sum of $112,401 to three of its directors; one director was paid $25,000, a second
3, a:“t"' was paid $10,000 as a consultant’s fee and the balance was paid to another director pursuant to
o » agreement made on January 27, 1964 (when the recipient was not a director of Glen Alden) in copnection
“ &+ with the disposition of certain assets of Glen Alden.
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Glen Alden Stock Options &
The following table shows the number of Gien Alden Common Shares issuable und"et

- granted since January 1, 1966 under Glen Alden’s 1965 Qualified Stock Option Plan to officeg

directors named above under “Glen Alden Remuneration™ and to all other officers and dire, 0 .'

group; together with information with respect to the same individuals and group conaermng
exercised during year 1966.

OPTIONS GRANTED

Market Value rq:
Share on Date of
Date of Numberol  Grant and Option
Expiration Shares Price Per S‘“n‘
Officers and Directors as a Group...... 12/5/71 5,000 9. 8‘75 .

1/73/72 5,000 9.75

OPTIONS EXERCISED ! -4
Number of Purchese  Market Value og :
Shares Price Date of Purchase
Fred M. Lyon .................................... 600 $ 6,342 s 7,950 #¢
All other Officers and Directors as .
a Group

........................................ 2,200 $23,254 $26,400 3
* Above options were granted at 100% of market value as of the date of graat.
B.V.D. Remuneration

The following table sets forth the remuneration for service in all capacities paid during the fisc AT
ended April 2, 1966, by B.V.D. and its subsidiaries to each director and to each of the three highesil
officers whose aggregate remuneration exceeded $30,000, and to all directors and officers as a group

Capacities in Which ey
Remuneration was Aggregate 3
Name Recefved Remunerstion(a) . ; &
Sol Kittay .............o.cooo. Chairman of the Board; President, $ 75156 %
and Director v o
Sol Goldenthal .............. Senior Executive Vice President . 46,950 4z 3
. and Director | :
Harry Lesavoy .............. Vice President and Director 50,150(b)
Harry C. Isaacs.............. Vice President and Director 36,350 - .
G. Fred Noz.................. Vice President and Director 36,350 o

Directors and Officers as )
a Group (consisting of

16 persons) .............. 567,150(c)
(a) None of the listed officers is entitled to any retirement or other similar benefits.

(b} Mr. Lesavoy is employed under an agreement which runs for five years from May 7, 1962, at a salary of S 0N
per annum. He received a Restricted Stock Option for 20,000 shares granted at $12.01 per share, 85% of
market price thereof, expiring May 6, 1967, increased by 6%—1,218 shares—under the anti-dilution p

thereof, without requirement of additional payment. This option has now been fully exercised. (See “B.V.D
Options.”) Mr. Lesavoy is not at present a Director of B.V.D.

(c¢) Nick Badami, President of Fordham-Bardell Shirt Corp. (Fordham-Bardell), a subsidiary of BVD.$
Saul Goldmark, Vice-President thercof, each have five-year employment contracts from December 1, 1964, at 350
and $42,000 per annum, vespectively, with said subsidiary., By agrecment of December 1, 1964 B.V.D. acquired
of the mpatal stock of Fordham-Bardeil in exchange for 125,000 shares of B.V.D.%s stock plus a further numbe
B.V.ID.'s shares issuable at the end of a five-year period contingent however upon net earnings of Fordham-Bardell'0
said period; namely one additional share for each $2.00 of such net earnings after taxes in excess of $2504 '.'
(averaged out on a yearly basis for the five year period) up to an average five year net earnings of $375,000 per-¥
or 62,500 shares, and then one more additional share for each additional $8.00 of such average net earnings in exces

$375,000, without limit, during said period. Nick Badami individually and as Trustee for his son Craig held 42% %
10%, respectively, of the stock of Fordham-Bardell, Saul Goldmark 15%.

Riesner, Jawitz & Holland, of which Julian Jawitz, a director of B.V.D., is a partner, reccive®

remuneration during B.V.D.’s last fiscal year aggregating $125,000 for legal services rendered Y
B.V.D. and its subsidiaries.
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Y. Stock Optosss
T, following table, as of January 20, 1967, shows the number of shares of B.V.D.’s Common Stock
. "1 1o under options granted since the beginning of the last fiscal year under B.V.D.’s Qualified Stock
i ' Plan to officers and directors as named above under “B.V.D. Remuneration,” and to all officers
directors as a group, together with information with respect to the same individuals and group con-
ing options exercised during said period, under the Restricted Stock Option Plan. No options have
S5 exercised to date under the Qualified Stock Option Plan. Under the Restricted Stock Option Plan,
. s were granted at 85% of the fair market value of the stock as of the date of grant. No options
ecn issued under said Plan since December 31, 1964. Under the Qualified Stock Option Plan,
s were granted at 100% of the fair market value of the stock as of the date of the grant. Under
b Plan, options expire five (5) years from the date of grant and, in each case, participants are desig-
od by the Board of Directors, from among the management and key personnel of B.V.D. and its sub-
aries. No options under cither Plan can be exercised until the lapse of one (1) year from the date of
at and each optionee has agreed to remain in B.V.D.’s or its subsidiaries’ employ for no less than one
‘wéar from the date of grant. Customary anti-dilution protective provisions exist in both Plans.

(’ M
[

’ Options Granted \
Market Value
Per Share
on Date of
Grant and
Date of ] Number of Option Price
- Expirstion Shares Per Share*
iMoers and Directors above named........................ —None—
XherOfficers and Directors as a Group................... 2/10/71 10,000 $25.70
@B : 47 5/71 1,000 26.75
T _ S/24/T 2,000 23.50
6/29/71 2,500 25.13
(———————————Options Exercised
: " Market Value
Number of Porchase on Date of
........ SRR 3 ) £ $240,400  $499,685
........................... 3,182 $ 40,500 $ 86,709
................................................................ 3,182 $ 40,500 $ 76,368
ez Officers and Directors as a Group.................... 6,862 $ 88850 . $167,945

f\bove options were granted at 100% of market value as of the date of grant.
@RTkilly Carey Remmeration
¥ The aggregate remuncration received from Philip Carey and its Canadian subsidiaries for the year
1966 for services in all capacities by (1) each director, and each of the three highest paid officers, of
(A Bllip Carey whose remuneration exceeded $30,000, and (2) all persons as a group who were directors
officers of Philip Carey is set forth in the following table. The estimated -annual benefit to be payable
Ger the pension plans and trusts of Philip Carey and its Canadian subsidiaries is also shown.

Estimated
Annuoal
* Benefits on
Retirement
Capacities in Which Aggregate l}J ol
on
Remuoneration Was Received Remuneration Plarfs(4)
52 W. Humphrey(1)........c..o.oooor President $ 78,000 $ 19,236
g Ross Barrett(2).........ooooccoor Executive Vice President 48,000 13,823
&’An D'Mqrs and Officers as a group (18
8288 persons including the above)(5)........ 385,469(3) 131,331
£~ . Notes:

(1) Under a contract effective January 1, 1962, Mr. John W. Humphrey will receive a salary at the rate of
$66,000 per annum and, if voted by the Board of Directors of Philip Carey or its Executive Committes,
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additional compensation not to exceed $25,000 in any one year. The contract extends through Septen, .
1967, and thereafter until Mr. Humphrey's fulltime services are terminated by Philip Carey or M, }{.,m .
giving the other 90 days' notice. Upon cessation of fulitime employment, Mr. Humphrey may not cqnc
with Philip Carey prior to September 30, 1977 and uatil that date will act as consultant to Philip
whegever requested to do so and shall receive compensation at the rate of $18,000 per annum, ."
monthly, subject to earlier termination under certain circumstances. Such benefits will be in additi
benefits on retirement voder the Company’s Pension Plan,

o, .J
20
(2) Under a contract effective January 1, 1962, Mr. H. Ross Barrett will receive a salary at the rate of g4
per annum and, if voted by the Board of Directors of Philip Carey or its Executive Commnttec ad »
compensation as may from time to time be deemed warranted. The coutract extends through Octobegd
1967, and thereafter until Mr. Barrett's fulitime services are termisated by Philip Carey or Mr 9
giving the other 90 days' notice. Upon cessation of fulltime employment, Mr. Barrett may not comp
Philip Carey prior to Octaber 31, 1977 and until that date will act as consultant to Philip Carey wh
requested to do so and shall receive compensation at the rate of $12,000 per acnum, payable nf
subject to earlier termination under certain circumstances. Such benefits will be in addition to d:e
on retirement uader the Company’s Pension Plan.

1R
(3) Under a contract effective January 1, 1962, Mr. Edgar H. Boadway received a salary at the rate ofy
per annum and additional compensation in amounts voted by the Board of Directors of Philip Carey ¢
Executive Committee from time to time. Philip Carey terminated the fulltime employment and &
Mr. Boadway on April 30, 1966, the date of his reaching normal retirement age of 65. Mr. Bos&
retired as Vice President of Philip Carey, but remains a Director of Philip Carey and its Canadian subsidighd
The contract provides that Mr. Boadway may not compete with Philip Carey or its Canadian subndw-m
to April 30, 1976 and until that date will act as consuitant to Phifip Carey or its Cantdian subsi
whenever requested to do so and shall receive compensation at the rate of $10,000 per anaum, payes

monthly, subject to earlier termination under certain circumstances. Such benefits are in addition to anNe§
pension for $7,391 made up of $2,264 paid under the Company’s Canadian subsidiaries’ Peasion, P
under the Company’s Plan and $4,584 which the Company has agreed to pay Mr. Boadway so that hife

peasion will not be less than the amount he would reccive if his entire compensation bad been paxd“ s
Company. In addition under an agreement effective May 1, 1966 and cancelled effective December 3[R0
Minerals Exploration and Consulting Company of which Mr. Boadway is the Presideat and prmqpal
holder, received a fee of $2,500 and an expense reimbursement for $530 for minerat explontm
performed by Mr. Boadway exclusively for Philip Carey.

{4) The estimated annual pension benefits of certain officers also include benefits resulting from pmmmn
tributions by them. J

(5) Mr. George A. Rentschier resigned as a Director and from the Executive Committee on Octobet 24 j
personal reasons unrelated to the Philip Carey Transaction.

- b
Wertheim & Co., of which Milton Steinbach, a director of Philip Carey, is a general partn
paid $50,000 in 1966 for financial services rendered to April 1966.
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GLEN ALDEN AND SUBSIDIARIES
THE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES ]
THE PHILIP CAREY MANUFACTURING COMPANY AND SUBSIDIARY COMp. ,..;;_

PRO FORMA COMBINED BALANCE SHEETS (Unaudited)

September 30, 1966 (Qctober 1, 1966 as to B.V.D.)

Glen Alden
and Glen Alden
Philip Carey and B,V.D.
(Note 1)
ASSETS
CuURRRNT ASSETS: ?
Cash, including bank certificates of deposit..............c.cc.oovevee. $ 35,353,056 $ 37,796,723 $ 39948
Marketable securitics, at cost (approximates market)........... —_ 84,445 ,.,‘, ..
Trade receivables, less allowances.............ccoevvveiicciiiiriinnnnne 19,291,918 28,081,383 432750
Mortgages and other notes and accounts receivable—current &
porticn ... reersteratee st saee et ane s asebesiens 2,506,960 4,567,846 43628
Inventories, at the lower of cost or market...........coococvmrnenenns . 18,008,182 65,995,170 77',; 7,
Prepaid eXpenses, €fC......cerrcimrcenrasscrrcesareensenncs . 520,493 520,493 e
Total curTent asSety.......omocvvicrcricsrnnninrrrarsensseennas 75,680,609 137,046,060 .- 16621488
MORTGAGE NOTES AND OTHER RECERIVABLES.............c.cocvurracnreaessenns 9,367,867 9,367,867 9,367
INVESTMENTS IN AND ADVANCES TO:
Philip Carey common stock, 8t oSt —— 11,752,751
Briggs Manufacturing Company common stock and notes, at B
cost less appropriated reserve 3,980,868 3,980,868
Foreign companies, at cost. y — 907,523
Sundry - 725,197 725,197
4,706,065 17,366,339
PROPERTY, PLANT, EQUIPMENT AND LEASEHOLDS..............cconn.van.ne. 114,422,180 82,739,983
Less allowances for depreciation and amortization................. - 63,536,177 . 47,921,451
) 50,886,003 34,818,532
OTHER ASSETS:
Intangibles, less amortization. 2,118,089 2,949,993
Deferred charges and prepaid expenses 1,549,392 2,773,439
Cash surrender value of life insurance.........cccoovnivcveveecnnene — 549,711
Deposits and sundry................... 1,719,865 762,630
5,387,346 7,035,773
TOTAL v oeereeesessenesssssnresessesensoss s sssesasneneeens $146,027,890  $205,634,571

See Notes to Pro Forma Combined Balance Sheets.




GLEN ALDEN AND SUBSIDIARIES
THE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES
pHILIP CAREY MANUFACTURING COMPANY AND SUBSIDIARY COMPANIES

.8

R
B rax
PRO FORMA COMBINED BALANCE SHEETS (Unaudited)

September 30, 1966 (October.1, 1966 as to B.V.D.)

Glea Alden Glen Atden,

and Gien Alden B.V.D. and

Phllip Carey and B.V.D. Phltlp Carey
(Note 1) (Note 2)

LIABILITIES AND SHAREHOLDERS' EQUITY

i mm'

wablc 20 DAIKS......ooovroeereereeecesene e mssnssssssnessessresa s $ 3,500,000 $ 8525000 § 8525000
st portion Of 100G-LEM BebL........c.ccovcerrcvrrrrrarrsees 2,862,731 4,687,170 6,056,493
Y 5,088,170 18,276,514 22,124,541
............. — 4,642,600 4,642,600
............ 6,056,685 9,718,808 11,693,887
....... 915,863 1,620,109 2,535972
....................................................................... 840,163 1,117,386 1,117,386
. Total current HAbIHES.............cccccvmrvrecorioseesrremsssis 19,263,612 48,587,584 56,695,879
M DERT, 1688 CUTTENt POTHORN....corcoveerescrrrsserrescrrnncs 21,556,790 44,606,545 56,392,222
NONCURRENT ITEMS, principally deferred taxes............... 7,559,888 2842764 - 7,904,858
......... 134,842 868,627 868,627

' Equrry (Note 3): =

erred stocks, without par value:

.Semor, authorized 724,405 shares, outstanding 724,405

. shares at stated value (sggregate initial voluntary .
-4 mdcmpuon requirement $38,031,263) ... 724,405 . a—
¥ Preferrsd, authorized 1,300,000 shares, outstanding

. 603,393 shares at stated value (aggregate initial

voluntary redemption requiremeat $66,373,230).......... —
~ Class C, authorized 1,200,000 shares, outstanding

583,334 shares at stated value (aggregate redempuon

724,405

20,283,020 20,283,020

3 requirement $52,500,060) ...............ocooveooeeee.n. — 19,608,730 19,608,730
. Common Stock, par value $1 per share; authorized 21,000,000 '
shares, issued 6,124,986 SHACES..............\ ..oooovoooeeoereeeainiees 6,124,986 6,124,986 6,124,986
cuyim surplus . 73,151,486 62,047,734 73,151,486
Eu(ned SUIPMIS. .oooeo e 33,941,924 17,094,624 33,941,924
i i t\?u Common Stock in treasury, at cost (1,324,054 shares) ... (16430,043)  (16430,043)  (16,430,043)
: Total stockhOIders' eqUtY..............o.....ovomveveeremmmseemmnnne. 97,512,753 108,729,051 137,404,508

TOTAL oo $146,027,890 .  $205,634,571 $259,266,094

See Notes to Pro Forma Combined Balance Sheets.
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GLEN ALDEN AND SUBSIDIARIES
X:  THE B.V.D, COMPANY, INC, AND CONSOLIDATED SUBSIDIARIES
’ HILIP CAREY MANUFACTURING COMPANY AND SUBSIDIARY COMPANIES

¢
R

¥ NOTES TO PRO FORMA COMBINED BALANCE SHEETS (Unaudited)

K \, e accompanying pro forma combined balance sheets should be read in conjunction with the financial state-
IR related votes thereto of Glen Alden, Philip Carey and B.V.D,, and in conjunction with “Purpose and Back-
Pt Transactions” and “Details of the Proposed Transactions”, appearing elsewhere herein.

o provision has been made for expenses (not expected to exceed $850,000) to be incurred in connection with
o ning transactions nor for “Stock Options and Commitments to Issue Stock™ as set forth under “Details of the

. ‘~- jad T rens: ctions” appearing elsewhere herein.

. AT

“gr initial redemption and liquidation prices of the Preferred Stocks in the aggregate ($156,904,553) exceed

sted values by $116,288,398; and such excess exceeds the aggregate amount of Common Stock and surplus by

04S. , Upon liquidation the Senior Stock is first in order of preference and the Preferred Stock and Class C
jnﬂior to the Senior Stock, but rank on a parity with each other. There are no restrictions upon surplus

nt-of such excesses. Reference is made to “Future Dividend Policy” appearing elsewhere herein.
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»

- REPORT OF INDEPENDENT ACCOUNTANTS

B Board of Dircctors of
IR~ gy ALDEN CORPORATION
Pate have examined the consolidated balance sheet of Glen Alden Corporation and subsidiaries
e ¥ Docember 31, 1965, and the related consolidated statements of income for the five years then
o g0 of surplus for the three years then ended. Our examination was made in accordance with
;%..r&‘a,j‘ sccepted auditing standards, and accordingly included such tests of the accounting records
[ lESh other auditing procedures as we considered necessary in the circumstances,

&

¥ xi? opinion, the accompanying balance shect and statements of income and surplus present
SO consolidated financial position of Glen Alden Corporation and subsidiaries at December 31,
ceMnd the consolidated results of their operations for the five years then ended, in conformity with
[eideafly’ accepted accounting principles applied on a consistent basis.

-_"’ij*\\ our examination of the financial statements as of December 31, 1965, and for
¥8a period of five years then ended (referred to in the second paragraph above) on March 4, 1966,
&~ ég.ve made no review of transactions and events subsequent to that date. However, we have

ished with a letter of Haskins & Sells, auditors for the year ending December 31, 1966,

Vg

ptes that although they have not.yet made an examination for any period, certain limited

- ERNST & ErNST

F-7




GLEN ALDEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

) 1 December 31, 1965 (Note B) and (Unaudited) September 30, 1966
[_ A ASSETS
‘ I December 31,
188 1965
‘: CURRENT ASSETS
T CASHL oot i e e et s et an e e SR e ea st eanra s enenb e brneesnnenaeese e $ 3,270,415
’ Bank certificates Of dePosit ... s e ea e s st eanratone 39,500,000
J Trade accounts TeceiVable...................ooooroomoeoroersosses e 881,118
Less allowances for doubtful accounts.. " . (142,523)
i Mortgage and other notes and accounts receivable—curreat portion............ 2,358,944
{ Inventories (Note C).......... . 5,094,333
' Prepaid  GEPEMASES........oceooeeeesstrattsserirearsseonaressstasstsssrsssnsssssssannnensnmsntassssmsrtsssssanss 501,345
Total Current Assets 33,469,629

1. MorTGAGE NOTES AND OTHER RECETVABLES—Portion due after one year, less
‘ unearned discount applicable to non-interest bearing obligations ($1,511,680 and
$1,477,785 at December 31, 1965 and September 30, 1966, respectively)........ 10,871,106
INVESTMENTS AND OTHER ASSETS:
Investment in capital stock of The Philip Carey Manufacturing Company,

af cost (Note M) -
Investment in capital stock (at cost, less $2,000,000 appropriated reserve)

and notes of Briggs Manufacturing Company (Note M)..........ccoennrinnnn 3,968,181
Sundry investments, notes, accounts and deposits, less allowances............cc.... 1,181,989
5,150,170
INTANGIBLES—less amortization (Note D) 2,283,853
PrOPERTY, PLANT, EQUIPMENT AND LEAserOLDS (Notes Eand F)...........ocoene 52,821,719
Less allowances for depreciation and amortization....... 35,196,550
17,625,169
DeFERRED CHARGES ..... . 337,438
ToraL $89,737,365

See Notes to Financial Statements.
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GLEN ALDEN CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET

LIABILITIES AND SHAREHOLDERS' EQUITY

. Deceasber 31,
s} A96s
oaer LIABILITIES:
ynk pote payable..... .
¢ accounts payable...... : $ 1,383,265
idends payable........ . 1,561,337
Ppgyrolls and related items 656,561
Sste. tocal and in 1966 Federsl tAXES. .......ooowivrivorvuresssserssemmssersesseranressasernars 1,501,613
fher Liabilities. 951,084
__A‘.' preat portion of long-term debt 750,539
B Total Current Lisbilities....... 6,804,399
M TXa DEBT, less current portion (NOKE F)...ovcevvncrncnsonimessssessnsns 11,328,232
B o 1AstUEs—Compensation claims and sundry 421,946
g ror Taxes AND CONTINGENCIES (Notes G and H) 2,455,150
; 7.  STOCXHOLDERS' INTEREST IN SUBSIDIARY 107,761
“woes' Equity (Note I):
‘on Shares—par value $1.00 per share :
.cuthorized 8,500,000 shares; issued 6,124,986 shares.............couvnccmsraness 6,124,986
M surplos ' 62,058,725
d surplus (since January 1, 1959) 16,798,814
;o "7 84,982,525
tok 1,320,872 and 1,324,054 Common Shares of treasury stock, at
b December 31, 1965 and September 30, 1966, respectively, at cOSt.....ococccne 16,362,648
Total Shareholders’ Equity 68,619,877
eNTS AND CONTINGENT Liaamarizs (Notes J, K and L)
TOTAL oo, $89,737,365

Sce Notes to Financial Statements.

December 31, 1965 (Note B) and (Unaudited) September 30, 1966

September 30,
1966
(Unaudited)

$ 3,500,000
1,240,143
840,163
686,552
2,509,039
886,012
1,493,408
11,155,317
9,771,113
345,855
2,151,939
O

6,124,986
62,047,734
17,094,624

85,267,344

16,430,043
68,837,301

$92,396,367




A
GLEN ALDEN CORPORATION AND SUBSIDIARIES
' STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1965
and (Unaudited) Nine Months Ended September 30, 1966
Nine 1%
Year Ended December 31 Wier,
T 1964 T1965
(Note B)
CAPITAL SURPLUS 4
Baiance at beginniog of period................... $67,286327  $67,264,477  $67244,771  3S3 N8
-~ e
Deduct:
Excess of cost over proceeds received for shares
of treasury stock issued upon exercise of stock .
OPUONS ....omrteeirertescereneeasaesesseeemtaseesraseaes e 21,850 19,706 12,777 - i
Excess of cost over par value of 554,716 shares of T
treasury stock retired. ..o — _— 5,173,269 1 o4
TOL ..ot 21,850 19,706 5186046 . .
Balance at end of period..........cccooooeereicniiee e, $67,264.477 $67,244,771 $62,058,725 g ag;s:-
EARNED SURPLUS o
Balance at beginning of period..............cccovmrurrurrncnne. $ 8,382,354 $12,429,823 $18,849,574
Net income for tho period ‘ 7,898,788 9,777,144 3313272
T Tl 16,281,142 22,206,967 22,162,846
Deduct: < L -
Cash dividends : . 3,851,319 3,357,393 3,364,032 .
Appropriation for revaluation of investment in
Briggs Manufacturing Company t0 approxima . 3
market .. e - - 2,000000
Provision for prior years’ Federal income taxes ) N
{Note G) .. - — — - 1
Total......... 3,851,319 3,357,393 5,364,032 4188

Balance at end of period $12,429,823 $18,849,574  $16,798,814 $17,09%

See Notes to Financial Statements.

-—-v-ﬂ..,..,..;..‘...'_
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GLEN ALDEN CORPORATION AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS

For the Three Years Ended December 31, 1965
and (Unaudited) Nine Months Ended September 30, 1966

£ pan c1PLES OF CONSOLIDATION:

mldatd financial statements include the accounts of Glen Alden and all of its subsidiary companics and
tact to the elimination of all significant intercompany accounts and transactions. The statement of consolidated
i pctudes the operations of Swift Manufacturing Company from January 1, 1962 and those of Opp Cotton Milis
P¥had TA¢ Micolas Cotton Mills from August 17, 1962, cffective dates of their acquisition; and of Aluminum Industries,

r-r“ & November 11, 1963 and of the Hubschman Division to November 20, 1964, effective dates of their dispositioa.

A Nective Janvary I, 1965, Glen Aldcn changed its method of accounting for investments in subsidiaries from
) oot plus its equity in their undistributed earnings since dates of acquisition. Accordingly, the appropriate
to carned surplus was made as of January 1, 1965 and the following condensed income statement of
n and totally-held subsidiaries includes Glen Alden's equity of $3,712,227 and $2,761,166, respectively,
year ended December 31, 1965 and the nine months ended September 30, 1966 in the net income of Gera
oo and subsidiaries. The eamed surplus of Glea Alden and totally-held subsidiaries at December 31, 1965 and
sher 30, 1966 includes an amount of $7,979,580 and $10,740,746, respectively, representing Glen Alden’s equity

o Nndistributed net income of Gera Corporation and subsidiaries since date of acquisition.

‘-‘"" ollowing condensed financial statements of Glea Alden Corporation and totally-held subsidiaries as of
ori3l, 1965 and for the two years then ended were prepared from the Annual Reports (Form (0-K) filed
l'Alden with the Securities and Exchange Commission for those years, The coadensed financial statements
Squmber 30, 1966 and for the nine months thea cuded are unaudited, but the management of Glen Alden believes
djustments (consisting only of normal recurring accruals) necessary for a fair presentation of the results
,months ended Scptember 30, 1966 have been included therein.

. ASSETS 31,1965 '*’“1_5'2_‘”’-"
‘;Qr.g assets . * e ;39.187,;3'4 $36,384,366
. Mortgage notes and other meivableo 10.867,844 9,367,867
g; Tavestments and Other 889618 s " 23,577,666 | 28,727,730
¢ ‘Property, plant, equipment and leaseholds. . ..o 10209030 9,206,002
Deferred charges -~ 238,244 205,930
3 s TOAl e $84,080,318  $83,891,895
13 e.-)il
o
e LIABILITIES
CUrrent  labBities .....c.....ccoocrooroeoeeoerooeorcesreeee. $ 4,250,032 § 5,034,374
. (8 o 1ODBterm debt (oo s 8,468,800 7,625,000
Other HABTHER ............oooooooeoooroeoeoemeveeeoveeermerennresreeenereemeeere e - 420,147 376,969
Reserves for taxes and contingencies.................... e . 2,321,462 2,018,251
Shareholders” QUILY .......... ..cooocccveers oo 68,619,877 68,837,301
kO 7 O $84,080,318  $83,891,895
Costs 2nd
Reveaues and o(h«m N‘tems—-nt:‘ N?m
other income deductions  credit (charge) period
Year ended December 31:
1964 ... $58,936,818  $56,421,600 $ 533649 §$ 7851714
3965 ! 52,366,068 46,149,348 (2,903,448) 3313272

Nine months ended September
30, 1966...........cooooreerrrennnn, 12,586,955 8,106,245 — 4,480,710
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GLEN ALDEN CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS (Coatinaed)

Note B—SALE oF Coal PROPERTIES:

Effective January 1, 1966, Glen Alden sold its assets and business related to producing and selling amhricHe
for approximately $12,500,000, represented by cash of $500,000, a $5,775,000 mortgage note receivable, ¥ $ip®
other note receivable and the assumption of certain liabilities by the purchaser. The consolidated balance sheefBIE
the sale as of December 31, 1965. Revenues and costs and expeases related to the coal operations for the ¢
ended December 31, 1965 were approximately as follows:

Year Eaded
December 31 Revenuss Costs snd Expenses
(U1 J $42,810,000 $39,156,000
1964 cooeeevreeeesiesreeeees 36,873,000 34,140,000
1373 J 30,736,000 28,694,000
NoTeE C—INVENTORIES:
Inventorics, stated at the lower of ¢ost or market, are summarized s3 follows:
Last-in, m«
First-out Average
Cost Method  Cost Method Total
December 31, 1965: §
Finished goods. $1,510411  $ 794,165 $ 2,304,576 3}
| Work In process....... 883,705 343,269 12263?4 :
'Materisls and supplics 1,022,199 540,564 1,562,763
 Total -~ $341631S  $ 1,678,018  § 5,094,333
September 30, 1966: e
- Finished goods ' : $1,879935 $ 616,697  $ 2,496,632
Work in process 1,358,614 346,516 1,708,130 "}
Materials and supplies.........cooocooovnncrsconnnnnee 1,384,890 597,300 1982,190 ~§
Total.. . $4,623439  $ 1,560,513  $ 6,183,952

-

Inventories (discontinued and sold operations inciudes inventories relating to the coal business, sce Nots B)
in computing cost of products sold were as follows: g

Decestber 31: Overtiont Soid Operations.  Tota
$4,715439  $ 9,992,324  $14,707,763
4,561,017 3,628,226 8,189,243
4,296,403 1,840,023 6,136,426
5,094,333 1,474,202 6,568,533
6,183,952 —_ 6,183,952

F-12



GLEN ALDEN CORPORATION AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS (Continued)

.« amount carried as intangibles at December 31, 1965 and September 30, 1966, which is being ammortized at the
- 5% pet year, is attributable to the excess of the value assigned to the common shares of & predecessor issued
1956 in exchange for the assets of the Cleveland Arcade Company, over the amount assigned to the tangible
.cquued The priacipal tangible asset s0 acquired was a majority interest in the capital stock of Gera Corporation.

g,..hon:mr, PraNT, EQUIPMENT AND LEASEHOLDS:
4, buildings, equipment and leascholds are stated on the basis of cost in cash or assigned values of securities

g therefor, after certain write-downs with respect to properties of the parent company in (944 and except for
n propertics of the RKO Theatres Division which are stated on the basis of revaluations in 1928, 1932 and 1937.

: M as to certain assets acquired subsequent to January 1, 1954, as to which depreaauon is computed on
*dasis of accelerated metbods permitted by the Intermal Revenue Code, depreciation is geacrally computed by
{‘f::f might~hnc method. The rates under each method are based on the estimated useful lives of the properties.

* oAy 'hcapal lives used are as follows:

® Buildings and building equipment reetteeeseratesenrematttassaa s eem st asssret s s retaretrateare 7-50 years
Machinery, fixtures and equipment, otc. 425 yean
. uine buildings and equipment (Composite rate applied to total cost after elimipation of items
B which were fully depreciated at the time the present depreciation policy was adopted during
30 years

& the year 1946) (8 INOLE B)...oniieeeeeeieceme e ceeves s tetvemeetseces et eaesas s s saesae s asaet snesrvnnsssaneasarisannss

SI”'

Cnlt of leascholds and leaschoid xmpmvements is amortized over the terms of the respective leases or estimated
llvu of apecific assets, whichever is the shorter period.
~'”tenam:eamircpaxx\saxechargedu:inetnmt.stm:m-l'ed. Renewals and betterments are capitalized.
.:theumcofsaleordxsposmonofﬁxedmthcmmmmdcﬂmncafordcpmhuonmehmimwd
' muandwnsorlommmﬁemdinmoome.
'_,plankeqmpmentmdlusehotdsmdthmrdﬂeduﬂomfordepleﬂon.deprecanonandamomauou
':A3l 1965 and September 30, 1966, are summarized as follows:

~—December 31, 1965— ~—September 30, 1966——

, ,Land (including perpetual leaseholds) $ 9,113,170 —  $ 8410237 -—

: Buildings and building equipment........ 17,649,312 $14,668,194 16,686,581 $13,959,038
Machinery, fixtures and equipment.. 21,258,789 14,516,095 21,808,644 15,355,670
~ Leasehold improvements and equip-
ment 4222362 3,899,178 4,206,363 3,928,079
.. Leaseholds ... 24,353 23316 24,353 24,350
Coanstruction in progress............... 553,733 — 1,545,509 —

Excess of equity in net assets of

aegnired companies over amounts
paid gor their capital stock, less
amortization ......................... —_ 2,089,767 —_ 1,750,773

Total . $52,821,719 $35,196,550 $52,681,687 $35,017910

F.13
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GLEN ALDEN CORPORATION AND SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS (Continued)

Notg F~Lone-TeaMm DEeBT: .
Long-term debt at December 31, 1965 and September 30, 1966, including maturities due within one year, conlll
of the following: v
—~—December 31, 1965 — r—-Seplember 30, 1 ’.
Current Noo-Current Current  Nog-Cam

Portion Portion Portion Poct!

Glen Alden Corporation:

4% % Mortgage and Coliateral Trust Sinkiog Fund Notes
on certain theatre properties; sinking fund payments of ]
$625,000 are due each January I, through 1978, bal- B §
ance due March 1, 1979 (payment due January 1, 1966 3
was paid in December 1965)........covevecrvierirrrirn — $ 8,250,000 $ 625,000 $7,6508

Subsidiaries: o
G. A. Enterprises, Inc.: '
5% Registered First Mortgage Bonds due June 15,
1967; sioking fund payments are based on earn-
HIES ..oooeeeieeese it esesess e rassssast st easrsanteresasoeas $ 48,000 218,800 211,800

Gera Corporauon'

6% Subordinated Sinking Fund Debeatures (includ-
ing Series A Debentures authorized in 1957) due i
June 30, 1970; sinking fund payments or retire- )
ments aggregating $714,858 are required to be B
made each June 30 through 1970.........cccccocecceenee. 702,539 2,859,432 656,608 - .2,145%

TOTAL ..ovtrecenerererneireeene e $750,539 §11,328,232 $1,493,408 1,139 1N
The aggregate amount of maturities of and sinking fund requirements on the long-term debt for the ﬂve y X h
September 30, 1966 are as follows: e e
Year ended September 30: A
1967 (included in current Liabilities)..........co.ocovvcmvrercmrcrcnsrecnnns $1,493,408 o IV
1968 1,339,858 R
1969 . . 1,339,858 T
1970 ceneatrenesseranesaarentssnerasranant sbeaenrentaanananesesnanraranassbens 1,339,858 3 osly
1971 625,000 .. . ,,

Note G-—FEDERAL INCOME Taxes: 4

Consolidated Federal income tax returns filed showed no Federal income taxes due in respect of 1963. 908
1965 taxable income because of loss carryovers from prior years and differences between book and tax basis of acOlR
for purposes of determining income. On the basis of such returns and of prior years' consolidated Federal incomd
remms,asﬁled.netopcmhnzloscanyovmwﬂlnot be available after December 31, 1966, Manazemcntu o8
opinion that no Federal income taxes will be payable for the year 1966.

Certain adjustments to the consolidated taxable income have been proposed by the Internal Revenue Servict
years prior to 1962, not resulting in tax liability for those years, but which affect loss carryovers. Glen Alden bag)
agreed to these adjustments, The consolidated returns for 1963 through 1965 have not been examined. 8

See Note 3 to Glen Alden Statement of Consolidated Income.

The consolidated Federal income tax returns of LIST Industries Corporation (which was merged into Glen
Corporation April 21, 1959) and subsidiaries then affiliated with it, for 1958 and the period ended April 21,
are being currently examined by the Internal Revenue Service, As at September 30, 1966, a reserve has been proga
for the estimated liability for these years and a related charge of $1,900,000 made to earned surplus.

Tax counse! are of the opinion that no Federal income taxes are payable through December 31, 1965 and Septeas
30, 1966, except as provided in the accompanying consolidated financial statements, (See Note H.)

Note H—RBSERVES FOR TAXES AND CONTINGENCIES:

Certain suits and procecdings for damages, injunctive relief, or both, were pending against Glen Alden ofj
subsidiaries, in which allegations are made as to violation of antitrust laws, unlawful trespass, breach of contract 3% I
of coal lease agreements and other matters. The reserves have been provided for cost of aatitrust suits, po
assessments of Federal income taxes and other contingencies, the amounts of which are not preseatly determinal¥

During 1961 and 1962, the reserves were charged with $187,985 and $901,952, respectively, for incomeé}§
assessments for prior years. During 1963, the reserves were charged with $580,000, representing the uninsured 30 .
on machinery and equipment, sustained when a coal breaker collapsed. During 1964, the reserves were charged ¥
approx:mately $130,000 for claims and related legal fees and with approximately $108,000 representing €X0°%
provisions in prior years of self insurance reserves, and were increased by a provision of $1,000,000 for possis
Federal income tax assessments and possible losses on miscellaneous assets and by approximately $850,000 represeati
transfers from current and deferred Federal income tax liabilities. During 1965, the reserves were charged
approximately $1,380,000 representing reserves applicable to the coal business (see Note B) and were incresiy

F-14



GLEN ALDEN CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS (Continued)

R, oximately $139,000 representing transfers from other accounts. During the nine moaths ended September
< the reserves were charged for a reclassification of $123,000 to current liabitities for guaranty of accounts

ol and for contingent charges of $180,000, such charges relating primarily to the sale of the Coal Division

‘?.'4;.« s Japuary 1, 1966.
Rars f-—s:ocl Opr10N PLANS:
p Under the terms of the 1959 Agreement and Plan of Merger, the LIST Industries Corporation Incentive Stock
B s o Plan was continued as a Glen Aldea Plan, sad the Employees Stock Option Plan of Glen Aldea was modified
By pefioct the conversion of one share before merger to one and one-quarter shares after merger. The Employees Stock
lpcar o Plan of Glen Alden (expired April 27, 1963 as to the granting of new options) provided for granting of options
aoloyees (including officers) to purchase common shares at not less than 95% of the fair market value at the time
sotion was granted. Options granted under the Plan are exercisable ratably over a period of four years beginning
cir from the date of granting and expire five years after the date of grantiog or sooner in the event of death or
e termination of employment. The LIST Industries Corporation Plaan (expired May 7, 1960 as to the graating of
e ‘options), provided generally for exercise ratably over & five-year period and for expiration seven years after the
‘of granting.
In 1962 Glen Alden adopted a Stock Option Plan (which was amended May 15, 1964) under which 150,000
Efommon Shares were reserved for the granting of options to employees (including officers) to purchase Common
“W "h pot less than 95% (amended to 100% ) of the fair market value at the time the option is granted. Options
1 T ‘under the Plan become exercisable (and terminate if not exercised within two months of becoming exercisable)
: over a period of six years (amended to five years) beginning one year from the date of granting and expire
pears (amended to five years) after the date of granting or sooner in the event of death or other termination
Waenlgvment.
Rn!1965 Glen Alden adopted a Qualified Stock Option Plan under which 250,000 Common Shares were reserved
Rethd, ting of options to officers, other executives and key employees to purchase Common Shares at not less
el ta: -market value at the time an option is granted. Options under the Plan become excrcisable ratably over
d ‘of not less than approximately three years and expire not more than five years after the date of granting
§000 ain.tbe event of death or other termination of employment. Of the 250,000 shares initially reserved for options
‘1965 Plan there were 123,000 shares and 127,000 shares, respectively, available for the granting of additional
f December 31, 1965 and September 30, 1966.
‘Alden makes no charges to income with respect to stock options,
of stock options exercisable and exercised during the years ended December 31, 1963, 1964 and 1965
0-nige months ended September 30, 1966, and of the shares under option at December 31, 1965 and September

p Option Price. —  ———Fair Market Value—
Number Range Range
of Shares Per Share Total Per Share Total

$ which became exercisable during:
ear ended December 31:

6462 $ 8491081360 $ 76252 $11.001t0$14.81(a) $ 87,906
14,528 849t0 13.60 161,527 13.06tc 13.94(a) 200,179

10,136 849to 14.49 114,206  11.06t0 13.38(a)- 130,887

37,167 10.57to 14.49 502,036 12.13to 12.63(a) 464,233

6301 $ 7.13t0$ 849 $ 47,647 S11.50t0$14.13(b) § 79,074
9,564 849t0 10.57 96,938 1281 to 14.56(b) 130,721
7,217 849t0 10.57 75241  11.31to 13.06(b) 93,750

6,118 8.49to 10.57 63,625 11.75to 12.38(b) 75,800
- :’ December 31, 196s....................... 163,317 § 8491081449 $2,195441 $ 89310 $1525(c) $2,216,520
. ?‘P‘ﬂnbet 30, 1966........coceencereaces 137,433 849t 1449 1,892,759 893t0 15.25(c) 1,908,331

B (®) At dates options were exercised.
P Mo () At dates options were granted.
o M(d) The information presented above includes transactions under the 1962 Stock Option Plan which was terminated
treh 16, 1965 and under a former stock option plan which expired on April 27, 1963, under which plans options
Sader 7 shares and 5,350 shares, respectively, were outstanding at December 31, 1965 and for 14,433 shares
the 1962 Plan at Scptember 30, 1966.
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l GLEN ALDEN CORPORATION AND SUBSIDIARIES
. NOTES TO FINANCIAL STATEMENTS (Continoed)

NOTE J-—RETIREMENT PLAN:

Glen Alden maintains & pension and retirement plan for the benefit of eligible employees. The plan, .,},
fully funded, has an estimated annual normal cost of appmxlnmely $200,000. No charges were made to incord
for the three years and nine months ended September 30, 1966 since earnings of the plan exceeded the normal cogll

Note K—Lone-Term Luases: i

At December 31, 1965 and September 30, 1966, Glen Alden and its subsidiarics were obligated, und.er e
expiring on dates more than three years from the balance sheet date, for the payment of minimum annual rcntgh v
gating approximately $1,450,000 and $1,365,000, respectively, plus, in certain instances, real estate taxes, insurance %l
Five of the leases, with aggregate annual rentals of $105,000, expire between 1981 and 2023, and the remainds

of the leases expire between 1969 and 1979. T
l Note L—GuaraNTIES: :(
As of December 31, 1965 and September 30, 1966 Glen Alden was guarantor: .

a) at December 31, 1965 as to principal and interest of notes payable by unrclated parties in the ap
principal amount of $5,836,158. Collateral with an aggregate quoted market value greater than such prines
amount had been pledged as security to the notes. Such notes were paid on July 29, 1966 and Glen | AV
obligation terminated. )

b) at December 31, 1965 and September 30, 1966 as to principal, interest, premium (if any) on, and hedls
formance of all of the covenants and obligations contained in an indenture relating to $1,920,000 of38
Convertible Subordinated Debentures due December 1, 1969, issued by B. S. F. Company. In order to ind e
. Glen Alden, B. S. F. Company bas deposited with & bank securities with an aggregate market value in m ol
} principal and premium on such Debentures, OF
1 ¢) at December 31, 1965 and September 30, 1966 in the amount of approximately $7,000,000 and 86 SO0 TR
H respectively, as to mortgage notes (having varying maturities to 1984) peeviously held by Glea Aldes

subsidiaries. o
5 d) at December 31, 1965 as to trade accounts receivable of approximately $2,150,000 and paym
o deferred production payment of $3,480,000 and $2,480,000 at December 31, 1965 and September 30, 1966,
tively, relating to Glen Alden’s coal business which was sold effective January 1, 1966 (see Note B).

¢) at December 31, 196$ as to payment of notes in the amount of $255,225 held by the Glen Aldﬂ Emplovs
4 Retirement Trust, payable or guaranteed by Briggs Manufacturing Company. A

f) also see “History and Business of Glen Alden—Briggs Manufacturing Company” for info:
] cerning commitments made relating to Briggs. 4

o Y Shaked

Note M—EVENTS SUBSEQUENT TO DECEMEBER 31, 1965:

During the nine months ended September 30, 1966 Glen Alden acquired for cash principally through a tender "“ ‘
282,521 shares (approximately 28%) of the common shares of Philip Carey. Dividends received from Philip Cag
during the nine months ended September 30, 1966 amounted to $279,643. 0

¥;

See the following captions under “History and Business of Glen Alden™: g
a) “RKO Theatres™ for information concerning a joint venture and possible operation of ten addiboS

theatres., B

b) “Briggs Manufacturing Company” for information concerning recent developments. ‘ .

See Note 6 to Statement of Consolidated Income of Glen Alden Corporation and subsidiaries. 3"
Al

'

e ety i
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GLEN ALDEN CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS (Concluded)

'u..s(:nuumnv PROFIT AND Loss INFORMATION:

W 3 Nine Months
J— ———\ Seplember 30
. Year Ended December 31 ptember 30,

" ', Charged Directly to Profit and Loss 1963 1964 1965 1966

; pance and Repairs:
. Cha ged to cost of products sold and operating expenses $1,137,695 $ 792,196 $2,710,358 $2,373,953

rharced to Other operating AcCOUNtS.........ccoeovvceevereaenne 16,229 10,280 62,466 26,647
£ Total........ e $1,153,924 $ 802,476 $2,772,824 $2,400,600
uon Depletion, and Amortization:
"Assets:
) ! Charged to cost of products sold and operating
OB EXPEISLS ...coovvviinnrerenirenrissernisreresssssasaasnsasnasssassasnns $3,307,195 $2,897,336 $2,446,343 $1,059,768
yiCharged to other operating accoumts...................... 171,208 81,933 115,965 96,667
B Total............ $3,478,403  $2,979,269  $2,562,308  $1,156,435
fess credit representing amortization of equity in
pet assets of acquired companies over amounts
paid for their capital stocks 513,600 509,500 452,000 338,994
¥ “iNet 32,964.803' $2,469,769 $2,110,308 $ 817,441
gible Assets: '
Charged to other deductions. $ 269,539 $ 229,225 $ 224,779 $ 165,763
¥ Charged to nonoperating items..............ccooeeeemmunnnnns — 116,390 71,462 —

. Total $ 269,539 $ 345615 $ 296241 - § 165,763

ban Federal Income Taxes:
N ) (SN .~ .
v‘\ Ol ‘.V

- RO s .

. .'..0\' ged to cost of products sold and 6perating
Pe? éxpenses . $1,729,123 $1,446,719 $1,058,632 $ 583,134
ged to other operating accounts 75,523 76,863 107,446 24,044
.2

“Total $1,804,646  $1,523,582  $1,166,078 $ 607,178

[} -
4

oDerty:

Charged to cost of products sold and operating
; t expenses $1,792,948 $1,911,726 $1,189,807 $ 489,934
fom-Charged to other operating accounts........................ 128,894 100,264 142,759 100,704

* Total $1,921,842 $2,011,990 $1,332,566 $ 590,638

Charged to cost of products sold and operating
expenses $ 387,785 $ 157,161 $ 146,127 $ 161,958

Charged to other operating 8cCOUNLS....................... 218,066 264,096 290,001 170,604
Total. $ 605851 § 421257 § 436,128 § 332,562

i $2,009,408  $1,761,891 $1,604,980 $1,095,677
. Charged to other operating 2ccoUDLS.........ccovceencmsnrnecens 159,453 152,613 248,702 87,600
Total. $2,168,861 $1,914,504 $1,853,682 $1,183,277

=~ Royatties:
Charged 10 cost of products sold and operating
€xpenses ... $ 831,585 $ 111,052 $ 71475 $ 40,900
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ACCOUNTANTS' REFORT

" To the Board of Directors
The B.V.D. Company, Inc.
New York, N. Y.

We have examined the consolidated balance sheet of The B.V.D. Company, Inc. and con
subsidiaries as at April 2, 1966, the related consolidated statement of income for the five' ye
ended and the related consolidated statements of surplus for the three years then ended. Our examid®
was made in accordance with generally accepted auditing standards, and accordingly included sy

of the accounting records and such other auditing procedures as we considered neocssary
circumstances.

As to some companies and entities whose financial statements for certain periods were not .." e
by us, we were furnished with reports by other certified public accountants, as follows: Mulling
Mills, Inc. and its subsidiaries, consolidated statement of income for the two years ended March 31X
and County Mills, Inc. and its subsidiaries, consolidated statements of income and deficit for the Teg
from May 6, 1962 (date of acquisition by The B.V.D. Company, Inc.) to March 31, 1963—La
Krekstein, Griffith & Co.; United Mills Corporation and its subsidiary, consolidated financial staten
the period from January 1, 1964 to March 31, 1964, and United Mills, a division of a consolida
sidiary and United Mills Realty Company, Inc., consolidated financial statements as at and for the t
ended April 2, 1966—Wasserman & Taten; Fordham-Bardeﬁ Shirt Corp. and its subs:dxanw,f
dated financial statements as at and for the five years ended April 2, 1966—Joseph K
Company; Almar Rainwear Corporation and subsidiary, consolidated financial statements for the
years ended June 30, 1965—Clarence Rainess & Co. Our opinion expressed herein, . insofatJ
relates to the amounts included for these subsidiaries and entities, is based solely upon suc!; Teh

In -our opinion, based npon our examination and the reports of other certified public ac
referred to above, the consolidated financial statements mentioned in the first paragraph hereof.
with the motes thcreto present fairly the consolidated financial position of The B. VD. Com

basis,

New York, N. Y
June 14, 1966, except as to Note A,
which is as of June 17, 1966
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ACCOUNTANTS’ REPORTS

des of Directors
g Mills, Inc., and
',. miting Textile Mills, Inc.
o York, N. Y.

We have examined (a) the consolidated statements of income and deficit of County Mills, Inc.
- gwdxarxcs for the period from May 6, 1962 to March 31, 1963, and (b) the consolidated statement
“ame of Mullins Textile Mills, Inc.; and its subsidiaries, liquidated in 1963, for the two years ended
31, 1963 (all not presented separately herein). Our examinations were made in accordance
o etally accepted auditing standards, and accordingly included such tests of the accounting
and such other auditing procedures as we considered necessary in the circumstances.

; sour opinion, the above-mentioned statements present fairly the consolidated results of operations

0 Connty Mills, Inc. and subsidiaries, and (b) Mullins Textile Mills, Inc. and its subsidiaries

g the above stated periods, all in conformity with generally accepted accounting principles applied
X eonszstcnt basis,

LaventHOL, KREKSTEIN, GRIFFITH & Co.

fA¥he Boardofmrectorsofthc L
13U lh‘.ll Bardcustllffcofp

\; o have -examined the consolidated balance sheet of the Fordham-Bardell Shirt Corp. and its
pbeidlary companies as at April 2, 1966, the related consolidated statement of income for the five years
ithent ended, and the related consolidated statements of surplus for the three years then ended (neither
R uch statcmcnts being included separately herein). Our examination was made in accordance with
jpoecally accepted auditing standards, and accordingly included such tests of the accounting records
o tueh other auditing procedures as we considered necessary in the circumstances.

1n our opinion, the above-mentioned financial statements, together with their notes, present fairly
88 consolidated financial position of the Fordham-Bardell Shirt Corp. and its subsidiary companies at
Aptil 2, 1966, and the consolidated results of their operations for the five years then ended, in conformity
L ynerally accepted accounting principles applied on a consistent basis.

Josepa KANTOR & Commn_r

New York, N. Y,
Fane 14, 1966
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DI EE D

ACCOUNTANTS’ REPORT

To the Boards of Directors

United Mills Corporation and

United Mills, Division of Flexees
International, Inc. and its wholly
owned subsidiary, United Mills Realty
Company, Inc.

Mt. Gilead, North Carolina

We have examined the following consolidated firancial statements (not presented separate'ly

DCTS

(8) United Mills Division of Flexees International, Inc. ard its wholly owned: h irye
United Mills Realty Company, Inc.—statements of financial condition as at April 2,.19668
of operations and divisional equity for the fiscal years ended April 3, 1965 and April 2 T

(b) United Mills Corporation and its subsidiary—statement of income and surpl g0
period from January 1, 1964 to March 31, 1964, _

. leg
Our examinations were made in accordance with generally accepted auditing standards, and by, X
included such tests of the accounting records and such other auditing procedures as we con . ,Wn .
sary in the circumstances. ¢3Q <

In our opinion, the above-mentioned statements present fairly the consolidated financi
of United Mills Division of Flexees International, Inc. and its wholly owned subsidiary Uni
Realty Company, Inc. at April 2, 1966, and the consolidated results of their operanons and theR¥e
tions of United Mills Corporation and its subsidiary for the periods shown above, in conformity
generally accepted accounting principles applied on a consistent basu . Fr Uied

New York, N. Y.
June 1, 1966 .
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“ ACCOUNTANTS REPORT
‘Board of Directors
nainwear Corporation

Ve have examined the consolidated statements of income of Almar Rainwear Corporation and

s for the three years ended June 30, 1965 and the related consolidated statement of retained
B'for the two years then ended. Our examination was made in accordance with generally accepted
Bl standards and accordingly included such tests of the accounting records and such other auditing
e as we considered necessary in the circumstances.

.Qg;}spi:nion, the aforementioned consolidated statements (not separately presented herein)

eent fuirly the results of operations of Almar Rainwear Corporation and subsidiary for the three

4;*";:;;.. June 30, 1965, in conformity with generally accepted accounting principles consistently
B>

CLARENCE RamNess & Co.
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THE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

‘ April 2, 1966 snd (Unaudited) October 1, 1966
. t ASSETS
April
19662'
Cusrent Assats
CHSH oot ceve bbbt b b A e R R es e et R s et et SRR e sers st saet s $ 4,310,405
U. S. Government securitics and other marketable securities—at cost (which
approximates market) ... etveresiarereas . 84,445

Receivables—Note E:
Trade, less reserves for doubtful accounts, $282,942 and $344,989, and

discounts and allowances, $160,711 and $128,875. 16,704,380
Factor 379,729

Sundry (including $103,683 and $103,798 due from employees), less
reserves of $34,529 and $20,719 1,168,046
Merchandise inventories—Note B............... 52,018,298
Total Current Assets 74,665,303
Investments in and Advances to Foreign Companies—at cost~—~Note A..........ccccmmrcennae 906,313

l“ Other Assets:

! .f Cash surrender value—life insurance policies—Note G 542,139
k “‘ Notes and mortgages reccivable. 549,382
‘B Deposits 56,825
, f-‘ Sundry 145,256

i 1,293,602

g - Property, Plant and Equipment—at cost—Notes A, C, G, 1 and J:

Land, $488,507, and land improvements 499,285

Buildings, machinery and equipment, furnitore, fixtures and leasehold improve-
' ments, etc. 26,400,648
26,899,933
Less: Reserves for depreciation and amortization. 11,363,541
15,536,392

Goodwill, Intapgibles, Etc.—at cost, less reserve for amortization of intangibles of
$128,819 and $162,276--Notes A and D 845,036

Deferred Charges:
Unexpired insurance 427,569
Promotional display fixtures, less amortization 301,331
Unamortized financing expense, being amortized over the term of the related debt 128,108
¢ Plant pre-opening and start-up costs, being amortized over a term of five years.... 442,499
Ki Otber 705,760
' 1 2,005,264
J g $95,251,910
The accompanying notes are an integral part of these statements.
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2.

CONSOLIDATED BALANCE SHEETS

LIABILITIES

v 5 pay;blo—-banh .
+ installments of long-term debt—Note G
ats payable—trade (including $30,102 at April 2, 1966 to an uncon-
ted subsidiary)
yoe to factors—Note E
Habilities and sccrued expeases:
E Taxes withheld and accrued
B Salarics, wages, commissions and bonuses
suodty including interest of $255,298 and $248,314, and $125,000 due to
. an officer of a subsidiary company
zve foc Federal income taxes—Note F
idend. payable
; For. Total Current Liabilities

e Debt—Nots G.

..............

A .
_{:nd State Income Taxes.
2 : -

Note A

t in & Subsidiary—Note A

¥ Equity—Notes A, G, H and J:

@ Stock—par value $1 per share:

g Authorized—10,000,000 shares

s Isved and outstanding—3,487,700 and 3,560,182 shares.........cc.oo.ooorooceenes

g pital Surplus .
ilmad&n'p!m ererebesarernn

e

Commitments, Leases, Subsequent Events and Other Comments—
;‘otallnd]

........................................
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THE B.VD. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES

April 2, 1966 and (Unsudited) October 1, 1966

A October 1
foec” 1966
(Unaundited)
$ 3,800,000 $ 5,025,000
1,060,431 3,193,762
11,495,871 17,036,371
3,345,698 4,642,600
1,949,169 1,603,229
1,611,641 1,745,484
1,999,948 2,288,489
2,320,231 1,620,109
241,263 277,223
27,824,249 37,432,267
31.17&.65 1 34,835,432
139,000 139,000
235,714 205,970
1,041,827 733,785
,700 3,560,182
11,381,372 12,992,487
19,965,397 23,339,081
34,834,469 39,891,750
$95,251910 $113,238,204

The accompanying notes are an integral part of these statements.



THE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SURPLUS
For the Three Years Ended April 2, 1966
and (Unaudited) Six Months Ended October 1, 1966

Capital Surplos:

Balance as at beginning of period, including, as to 1964, $1,773,850
applicable to companies acquired subsequent theteto oa the
basis of poolings of interests—NOte A .........cooveeciiieniiennn,

Balance as at beginning of period applicable to Adams Clothes,
Inc., acquired on the basis of a pooling of interests—Note A...

Excess of proceeds from sale of 24,651 shares, 4,872 sharea,
27,389 sgara and 13,073 shares, mpectzvely, of Common
Stock over the par value thereof, issued upon exercise of stock
options—Note H

Excess of approximate market quotauon over par value of
87,035 shares of Common Stock issued in connection with a
3% stock dividend...

Excess of approximate market quotation of 91,030 shares of
Common Stock over the par value thereof, issued in connec-
tion with the acquisition of the net assets of United Mills
Corporation—Note A eeetttn s et neatse s abe e b st et e e bensetas

Excess of approximate market quotation of 1,000 shares of
Common Stock over the par value thereof, issued in connec.
tion with the acquisition of the capital stock of B. W. Mayer

& Coban, Ltd.—Note A

Excess of approximate market quotation of 48,170 common
treasury shares over the cost thereof, issued in connection
with the acquisition of the capital stocks of Wonderkait
Corporation and L. & B. Enterprises, Juoc.—Note A.............

Excess of approximate market quotation over the par value
thereof of (a) 39,409 shares of Common Stock issued in con-
nection with the acquisition of the net assets of Meadow Sports-
wear, Inc. and (b) 20,000 shares of Common Stock sold to
former stockholders of Meadow Sportswear, Inc..........ce.........

................

Less:

Excess of cost of 43,974 common treasary shares over the

par value thereof, issued in connection with the acquisi-

txor% of t!x: capital stock of Fordham-Bardell Shirt Corp.
—Note

Less amount charged to Eamed Surplus. ...,

Balance as at ead of period—Notes A and G.......co.cveneveerrennene

Eamed Sorplus:

Balance as at beginning of period, including, as to 1964, §1,126,527
applicable to companies acquired subsequent thcreto on the
basis of poolings of interests—NoOte A.......cvovivvccnmenncrnnccanees

Balance as at beginning of period applicable to Adams Clothes,
Inc., acquired on the basis of a pooling of interests—Note A....

Net income

Less:
Dividends:
B.VD.:
3% Stock dividend (including cash of $18,475 paid in
lieu of -fractional shares)
Cash—$.40 a share, $.50 a share and $.25 a share,
;?;;Elt%dy:éadmellw of 30513%51 396 ,085 nn:i
M‘U > ce 141 lecl
holders of Common %toek) P
Paid by subsidiaries prior to poolings of interests..............
Net income of Almar Rainwear Corporation for the three
months ended July 2, 1966, included in consolidated in-
come for the fiscal year ended April 2, 1966.......c.ooeene.e
Portion of excess of cost of 43,974 common treasury shares
over the par value thereof, issued in connection with the
(a:c:mstuon of the capxtal stock of Fordham-Bardell Shirt
L+ N O O PP

Balance as at end of period——Notes A and G..............coooeevcevcennns

“March 31,
1964
$ 7,591,363 $10,560,233
287,374 57,618
1,345,561 -_—
1,319,935 —_
16,000 —
— 81,496
10,560,233 10,699,347
—_ 718,515
— 593,515
—— 125000 - - 1%
$10,560,233 $10,574,347 $11,381,372
3T A
s 2 A
$ 5,776,726 $ 8,335,378 311,163,533
—_ —_ 2,004.438
4,023,242 5,103,538 6,741,400 ]
9,799,968 13,438,916 20,909,376 i
R | 5
1,451,071 — -—
—_ 665,294 924,192 3
13,519 16,569 19,787
— £93,515 -
1,464,590 1275378 943,979
$ 8,335,378 $12,163,538 $19,965,397

‘The accompaaying notes are an integral part of these statements,
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THE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

K .-, (Insofar as applicable to dates and periods subsequent to April 2, 1966, these notes
¥4« gre not covered by the report of the independent certified public acconntants.)

. “General” note to the consolidated statement of income.

BAsts OF PREPARATION AND PRINCIPLES OF CONSOLIDATION:

#°April 2, 1966 and October i, 1966, ali domestic subsidiaries are wholly-owned, except for Timely Clothes, ;
Mg below). The accounts of all domestic subsidiaries are included in the accompanying consolidated financial .
RO o o frer climination of intercompany items and transactions. The accounts of foreign subsidiaries are not J
e £/54 gince, oo a combined basis, they are not significant. |
sidiaries acquired subsequent to March 1, 1961, which have been included in consolidation on the basis of A
fix 5f interests, are as follows: g
>

i

| Date of
acquisition or Periods included
P Company organization in consolidation
i The Bravada Corp. and its Aprl 1, 1961 until merger into B.V.D. : l
o, predecessor afliliate ...... September 13, 1961 on July 30, 1965 8§
B For e e September 13, 1961 Fi ded April 2, 1966 and si
%} predecessor jate ........ tember 13, ive years en P! and six 1
v gp_ : P months eaded October 1, 1966 ¥
Beau Brummell Ties, Inc.....  July 6, 1961 April 1, 1961 until merger into B.V.D. i
. on February 28, 1962, (oa October 1, £50
1964, it became a division of a con- LN
solidated subsidiary) Ge
¥S Mullins Textile Mills, Inc... May 7, 1962  Five years ended April 2, 1966 and six Pt
"X months ended October 1, 1966 ! i

‘ .;A Fordham-Bardell Shirt Corp. December 1, 1964 Five years ended April 2, 1966 and six g . }
B - months ended October 1, 1966 b

. Anvil Brand, Incorporated. February 1, 1966  Five years ended April 2, 1966 and six
A months ended October 1, 1966 .
dams Clothes, Inc............... May 16, 1966 Six months ended October I, 1966 -
mar Rainwear Corporation  June 17, 1966 Five years ended April 2, 1966 and six
A months ended October 1, 1966
.. fime of the acquisition in September 1961, of certain assets of predecessors of The Bravada Corp. and
mjnc.. the capital stocks of these companies were substantially all owned by the same persons who were
: the principal stockholders of B.V.D. or associates thereof.

6 agreements relating to the acquisition of Fordham-Bardell Shirt Corp. and Adams Clothes, Inc. provide for
I asusnce of additional shares of B.V.D.’s Common Stock at the end of a five year period as to Fordham-Bardell and
LI e0d of two successive three year periods and a further period of four years as to Adams. The number of shares is
Spent upon the net carnings of such companies over those periods. Should the average net carnings of Fordham-
Pell for such five-year period be the same as they have been for the two years ended April 2, 1966, approximately
4000 shares would be issuable under the agreement. No provision, however, has been made in the accompanying
idated balance sheets for the issuance of additional shares since the amount is contingent upon future earnings.

'y ﬂ!nate of additional shares as to Adams is presently determinable. See below for contingent payment in connection
A e acquisition of Meadow Sportswear, Inc.
" vThe consolidated financial statements also include, from date of acquisition, the foflowing companies acquired
Date of
acquisition or
Company organization
County Mills, Inc. {sold at uaderlying book ity as of
Dec{mber 5,31. 196(3) rne cauity May 7, 1962 il
Flexees International, Inc August 31, 1962 )
B. W. Mayer & Cohan, Ltd April 1, 1963 i
United Mills Corporation (acquisition of assets)—on October
1, 1964, it became a division of a consolidated subsidiary.... December 31, 1963
Wonderknit Corporation and its affiliates. July 1, 1964 1!
L. & B. Enterprises, Inc........coo..... . August 28, 1964 11
National Shirt Shops, InCe.............oo...... ; . October 1, 1964 !
The Alligator Company, Inc. and its affiliate (acquisition of : {
BESELS) oot a e n et e bs et vae srate s e naans os June 11, 1965 E
Timely Clothes, Inc. and its subsidiaries April 2, 1966
Meadow Sportswear, Inc. June 30, 1966
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The agreement relating to the acquisition of Meadow Sportswear, Inc. provides for an additionag
payment” based on earnings, as defined, for a period of seven fiscal years. No provision, however, has b
B.V.D.'s consolidated financial statements for such payment since the amount is contingent upon future esrntS

From February 9 to April 2, 1966, B.V.D. purchased for cash spproximately 75% of the outstandia
stock of Timely Clothes, Inc. outstanding st April 2, 1966 and $565,600 of its 64% Coanvertible Sy
Debentutes {of 2 total of $625,000 outstanding as at April 2, 1966). The debentures are cop
the option of the holders, into shares of Common Stock of Timely at $16.14 a share to July 1, 1966 and af
share thereafter to July 1, 1980. The excess of the underlying book amount at date of acquisition over thell
investment of $235,714 is shown as a deferred credit in the accompanying consolidated balance sheet as at A ‘_l

From April 3 to October 1, 1966, B.V.D. further acquired approximately 6% of the capital stock and;$3 8

6% % Convertible Subordinated Debentures of Timely and converted substantially all the debentures hel

increasing its investment to approximately 84% of Timely's capital stock. The aforementioned deferred o
reduced by $18,903 as a result of these transactions,

Included in the caption “Goodwill, Intangibles, Etc.” in the accompanying consolidated balance sheety k r\
{April 2, 1966) and $674,557 (October 1, 1966) representing excess of cost of investments ir certain subsidiy
their underlying net assets as at the respective dates of acquisition. Such amounts and the deferred credn <
in the preceding paragraph, are being amortized over a period of ten years. b h -

In connection with the acquisition of Adams Clothes, Inc. and Meadow Sportswear, Inc,, hereinabove cons
upon, each of the Sellers has an option to “put” to B.V.D, shares of its Common Stock issued and/or zold ¥
113,438 shares, at $24.00 » share as to Adams Clothes, Inc., between May 16, 1967 and May 16, 197(5 g

the market price is then less than $24.00 per share, and 59, 409 shares, at $25.375 a share, as to Meadow
Inc., during the ninety-day period after August 31, 1969,

Based on latest available unaudited information, the aggregate undcriy:ng equity of B.V.D.'s mvestmeau .
oornpamec was in excess of the cost of the investments in such companies; in the aggregate, B.V.D.’s equity in the X
of operations of these companies was not significant.

Investments ip consolidated subsidiaries are catried on B.V.D.'s books (a) at cost as to companies
organized or acquired by purchase, and (b) as to companies acquired in & pooling of interests, at the &
value of B.V.D.s capital stock issued therefor. As at April 2, 1966 and October 1, 1966, B.V.D.s equity
assets of its consolidated subsidiaries, as shown by their books (after climination of intercompany pi
$20,170,998 and $24,186,941, respectively in excess of the carrying amount of the investments in mch
The difference is rcﬂected m the accompanying consolidated balance sheet as follows:

D

Vo

DORT

>

z—-—-—Aptﬂz,l%F——-—s ——October 1, 1966 ~. .
Debit Credit Debit Omm ' 3
Earned Surplus : — $19,273,427 —_— $23,301,158
Capital Surplus —_ 2,227,632 — 2,227,632
Deferred Credit ......o..coveeevcrernrireanee - —_ 235,714 — 205,970
Goodwill, Intangibles, Etc.................. $ 654,557 — $ 674,557 —
Property, Plant and Equipment—mnet.... 911,218 —_ 873,259 — NN

$1,565,775 $21,736,773 $1,547,816 $25,734,757.
The minority interest in Timely Clothes, Inc. as at April 2, 1966 and October 1, 1966 consiste of the -- -).4

A October

' pﬂn’ 1, 1966 , 3 L

Capital Stock $ 447,140 $ 359,127 s
Capital Surplus 34,010 53,299
Earned Surplus 560,677 321,359

$1,041,827 $ 733,785

See Note J for information relating to other acquisitions subsequent to October 1, 1966,
Notre B—MERCHANDISE INVENTORIES:

As at Aprit 2, 1966, merchandise inventories of retail subsidiaries amounting to $9,326,872 are stated at the Jo®
of cost or market determined by the retail inventory method. The remaining inventories at that date are stated [

cipally at the lower of cost or replacement market; cost represents the latest invoice cost, plus direct labor and overbes
to the extent applicsble.

Complete physical inventories were not taken by all of the companies as at October 1, 1966. The inventories ..“
those companies which took physical inventories have been priced at the lower of cost or market. The inventortsy
of the other companies as at October 1, 1966 have been computed by management by adding to the inventories ®
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contioued)
B . of the year, purchases, direct labor and overhead (to the extent applicable) and deducting therefrom
B%¢ ot of goods sold based on the gross profit percentage method.

. April 2, October

i 1966 1, 1966

W erchandise inventories consist of: _—

3 - Raw materials and supplies............o $13,814,258

R 7,331,893 } $59,811,218¢*
30,872,147

* . . Finished OOS ....oruicmmirmeccmnrentnirencsnassnse s aerssnin e oo
. L $52,018,298 $59.811,218

‘”p'racu'cable to classify estimated inventories as at October 1, 1966.
e and closing inveatories used in the computation of cost of goods sold are as follows:

BOIIOUS © MArch 31, 1963, .oioeeeeeeereeeseere s aesssansesrsessarsa s s enreesseeees $18,262,922
aydo':.  March 31, 1964 21,762,196

] April 3, 1965 33,687,712

m - April 2, 1966 44,595,276°

.. October 1, 1966 e eeemeeereeeese e erer e 59,811,218

Moss not include inventories of Timely Clothes, Inc. and Adams Clothes, Inc. and their subsidiaries (see Note A)
$7,423,022, included in the consolidated statement of income only for the six months ended October 1, 1966.

PP o orERTY, PLANT AND EQUIPMENT: :
Ifdings. machinery and equipment, furniture, fixtures and leaschold improvements, etc., are summarized as

. : April 2, October
e i - 1966 1, 1966
- Buildings and building improvements........ $ 5,164218 $ 6,328,040
i Machinery and equipment.......................... 13,324,328 14,508,931

Automobiles and trucks.... 398,927 449,440
¥¥ a9éo) - Furniture and fixtures......... 4,015,807 4,406,188

% : Leaschold improvements.............. ... 3,497,368 3,866,412

‘P S $26,400,648 $29,559,011
[ Gampanies provide for depreciation and amortization of fixed assets either by the straight-line method or by
alance method, principally at the following annual rates, which conform to those used for Federal

————Rates per annom— e\,
Straight- Declining-
line balance
method method
Land improvements ..., 20%
Buildings and building
improvements 2%-13%3% 5%-20%
Machinery and equipment................. 2%-335% 7.3%-50%
Automobiles and trucks . 20%-33¥5% 20%-50%
Furniture and fixtures.................cccovenene. 315%-33% % 10%-50%

Amortized over term of
. lease or over the esti-
Building on leased land s
1 bold i mated useful life of the
oAl 1d improvements asset, whichever is
o shorter )
~_’ Expenditures for renewals and betterments which extend the lives of the assets are capitalized. Expenditures
and repairs are charged to income, as incurred. When assets are retired or otherwise disposed of,
EASR and the related accumulated depreciation or amortization are eliminated from the accounts, and any gain or
e Todited or charged to income.
ety Note G f‘ffpfom. plant and equipment pledged as collateral and Note I (6) for sale and leaseback of
.'_ '“lll’ﬂi’g;;tm as of March {, 1966, and Note J for proposed sale and leaseback of other property subsequent
- Tﬁ—Gooon.. INTANGIBLES, ETC.:
ttrens ’ “omparies have not adopted any policy of amortization with respect to goodwill, trademarks and trade names
;MUDR 3.255,80? as at April 2, 1966 and $256,127 as at October 1, 1966. With respect to amortization of cost of
; w::‘: 10 subsidiaries in excess of underlying book amounts as at dates of acquisition, see Note A. Patents
P $63,496 as at April 2, 1966, were fully amortized by October 1, 1966.
}
L X

F-27




P

4
ol
‘4
.

:{ '
|

o e .
et

ot it e m w T

- —

THE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS—-(Continued) i

Norts B—Due 1o FacTor (payable by a subsidiary): >

A factor has a continuing security interest in collateral which, as at April 2, 1966, aggregated apnao)
$2,970,000, represented by a bank account of $41,000 and trade and notes reccwable—net, mctudmg o
intercompany accounts eliminated in consolidation. As at October 1, 1966 the security interest in collateral. §] I
approximately $3,700,000, represented by a bank account of $9,000 and trade and notes reeeivablo-_ud.
$940,000 of intercompany accounts eliminated in consolidation.

1

Note F—Taxes: .
Federal income tax returus of B.V.D. have been examined or accepted as filed by the U, S. Treasury De
through March 31, 1963. The tax returns for the consolidated subsidiaries have been examined for

Certain consolidated subsidiaries acquired subsequent to March 31, 1962, have operating loss carryoves
may be applied against their future earnings to the extent permitted by the Internal Revenue Service, of app a2
$779,000 at April 2, 1966 and $426,000 at October 1, 1966. The loss carryovers of $426,000 at om
expire in fiscal years ending in 1968 ($6,000), 1970 ($120,000) and 1971 ($300,000). oy

The investment credits for 1964, 1965 and 1966 under the Revenue Act of 1962, which are not ma
been recorded as reductions of the provisions for Federal income taxes. The investment credit for 196;
material) was included in the reserves for deprecnauon and amortization as a reduction from the rela(e& R
accounts in that year; in 1964, it was credited to income and is included under the caption “Other
cellaneous” in the B.V.D. consolidated statement of income.

The earnings of coasolidated subsidiary companies may be subject to Federal and state taxes on joex
whea transferred to the respective parent companies in the form of dividends,

The accompanying consolidated financial statements are subject to final determination of Federal,
state and Jocal taxes.

Sce Notes (b) and (c) to the B.V.D. consolidated statement of income,

Note G—LoNG-Teax DEBT: ~———April 966ﬁ ,—-——Odobq ('
Amount due 2’Ammmtdue Amomdm 1' -

-tm within after <X
one Year one year oneyur py

X

aryiny .

Long-term debt consists of the following:

" A BN |
BVD.: - :,}
*Revolving Credit Agreement: '
5%—90 day Promissory Notes payable—banks.... $24,000,000 $22,000, 0004
5% % Promissory Note Due 1978...........coeevevrnnenn 4,330,000 $ 335000 4.330000 , y
4% Notes Payable 24,167 17,500 13,333". 2.
*+Payable to Bada Manufacturing Corp., without inter- 1
est (subordinated to Revolving Credit Agreement Y
and 5% % Promissory Note) 371,058 450,986 145,565 '
6% Promissory Note—Von—T,S.A. due January 31, -
1970 (sobordinated to Revolving Credit Agreement 4
and 5% % Promissory Note) -_ —_ 5,000,000 - =’

Subsidiary Companies: of
Mortgages payable at interest rates from 2% to 614 % ]
(collateralized by property, plant and equipment
in the depreciated amount of approximately
$2,940,000 and $3,530,000) 1,148,778 119,445 1,711,217
Sundry, at interest rates from 4% to 6% %, con-
sisting of convertible debentures (see Note A),
notes, etc, (a portion of which is collateralized by
life insurance policies with an aggregate face '
amount of $200,000 and a cash surrender value R
of $128,246 and $130,724) 1,302,648 137,500 1,635317 | .24

$31,176,651  $1,060,431 $34,835,432 $3.

* The notes are renewable at the optior of B.V.D. at eachk maturity date until July 31, 1969 and it is
intention to renew the notes. Pursuant to an agreement entered into subsequent to October 1, 1966, the Com
agreed to reduce the principal balance of these notes by quarterly installments of $1,000,000 commencing April 15; %)
The parties to the Revolving Credit Agreement bave orally agreed that, on and after April 1, 1967, the
interest shall be ¥4 of 1% above the prime rate in lieu of the fixed 5%.

..';
8

*¢ One of the stockholders of Bada is a principal stockholder of B.V.D.

F-28



i :'p.
* ZTHE B.V.D. COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS—(Coutinced)

- ments (a3 ameaded) relating to the Revolving Credit, the 5% % Promissory Note and other obligations
& oisions which, among other matters, provxde for optional prepayments (at declining premiums with respect
?l omlssory Note), maintenance of minimum consolidated working capital and debt-net worth ratio (as
~ mmcuoas as to mergers, acquisitions, contingent liabilities and investments. Also see the last three
MR &, 4er “History and Business of B.V.D." ¢lsewhere herein.
‘.,,. ntioned agreements also contain limitations as to borrowings, declaration and payment of dividends
mck dividends) and purchase of shares of stock of B.V.D. Under the most restrictive of such provisioas,
3 md purchases would be limited to approximately $1,140.000 at Octaber 1, 1966.

—

uzma‘e installments of priacipal payable after. October 1, 1966 are as follows:

Year ° October
¢nding fn 1, 1966
1967 $ 3,193,762
1968 5,158,342
196 eeceeruesvinseneeanssserssassesnssotasmsassensansascass 2,668,929
1970 5,565,831
1971 535,828
Subsequent to 1971 4,906,502

Balance of 5%-90 day Promissory Notes pay-
able—banks (renewable at the option of
B.V.D. at each maturity date until July 31,
1969) .. 16,000,000

$38,029,194

JOPTIONS:

IS e e o3

"’Q Qualified Stock Opaon Plan ptovxdmg for the mntmg of o;mum to key employeu, mcludmg

directors:of B.V.D, and its subsidiaries, who own not more than 5% of B.V.D.s Common- Stock

L grant; 1 B.V.D. also has a Restricted Stock Option Plan under which all options authorized have been
dd uon. B.V.D, lm a Sales Agent Incentive Stock: Opnon Plan, under which all options bave been

= m tsoned opuons provxde for an exercise price of not lm than 100% (with respect to options granted
‘ ibe; 31" 1963) ‘and ‘not less than85% (with respect to options granted on or prior to ‘that dats) ‘of ‘the
ne of ‘the shares at the date of grant; they become exercisable after one year from the date ‘of grant
.- ‘\} Baf any options granted to employeest of B.V.D. and its subsidiaries after December 31, 1963, may not
Tl & "wbﬂe -there are outstanding, as defined by Section 422 (c)(2) of the Internal Revenue Code, any
0 0 restricted stock options previously granted by B.V.D. to'the same employee) and are exercisable generally
. Abe optionee’s employment by B.V.D., and expire five years from the date of grant, .
Ay 5! April 2, 1966 and October 1, 1966, options to purchase 139,271 and 136,878 shares, respectively, of Common
B.V.D. were outstanding under the Restricted, Qualified and Sales Agent Incentive Stock Option Plans, and
nd 125,150 shares, respectively, were reserved for granting of future options (subject to the plans’ aati-dilution

information with respect to the aforementioned plans is summarized as follows:

Number ~———————0Optien price————— /~—— Market p!lmr—-——ﬁ
of shares Per share Total Per share
(At date of grant)

outstanding as at April 2, 1966:
APtions granted during year ended:

¥

R viarch 31, 1962 $12.73 and $12.77  $ 467,775 SI13.6T10$14.62 $ 534,075

1133 to 1448 317,350 1191to 1663 365376
1429 to 1740 129300 168ito 1748 151,028
Aprl 3, 1965.....coocoorerreens 1625 to 2125 109,108 1625t 2125 109,108

s April 2, 1966, .. . 23.10 to 2588 1,537,133 23.10t0 25.88 1,537,133
139,271(a) , $2,560,666 $2,696,720
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[y

’ Optiea priee————— .
of shares Por thare Tatel Por sk...':" .
(At deta ot mg }:

Options outstanding as at October 1,
1966:
Options granted during year or
period canded:
March 31, 1962
March 31, 1963
March 31, 1964

ot f

-5

¥ ’(

$12.73and $12.77  $§ 299,702 $13.67 10 $14.62]
1133 to 1418 307,224 119110 164 3
14.29 to 1740 104,827 168110 17.48
............. 16.25 to 21.25 107,483 1625t 21.
April 2 1966..... 23.10 to 25.88 1,503,681 23,1010 25.8§
..................... 23.00 to 2675 375,450  23.00t0 26.7

$2,6598,367 o
Options which became exercisable (other (At date first exercl
than options Ispsed) during year or -
period ended: AL
March 31, 1964 50,129  $11.33 to $14.18  $602,495 $16.14 10 $17.50
April 3, 1965 9,876 1429 to 1740 146,941 16.25t0 21.78
April 2, 1966 10,100 1625 to 212§ 174,745 242510 26.63
October 1, 1966 3,000 24.13 72390 2500 “ngy
73,105 $996,571 »
Shares as to which options were exercised (At date of cr B8
during year or period ended: e
~ March 31, 1964 24,651 $11.67 to $15.05 § 312025 $16.69 (031938
- April 3, 1963 o 4,872 1273 to 1740 62490 166310.228 ,
April 2, 1966 : 27,389 1833 to 2125 361317 2338t027d
T October 1, 1966........7:..2 ................... 13,073 0 1273 to 1625 - ‘171,339 2.300to 6038
' ‘ T Y TT $507,171 O

(=) Aﬁatheiapscdumg the year ended April 2, 1966 of certain options for 1,238 shares oE e

. granted during the 1966 fiscal year) at. prices from $12.74 to $25.88 per share (aggregate

’ lapsed options, 250 are reissuable, ’ o A

(b) After the lapse during the period ended Octobcr 1, 1966 of certain options for 4,070 shaxu at prices
t0 $25.88 per share (aggregate $70,044). Of the lapsed options, 1,400 are reissuable, e

During the year ended March 31, 1964, options for 35,214 shares expired; during the year ended’, 3
options for 3,878 shares (incloding 100 shares granted during the 1965 fiscal year) at prices from $12. 73 i
per shere (aggregate $51,611) lapsed. None of these options is reissuable. 4

Between October 1, 1966 and March 2, 1967, options for 45,644 shares were exercised at pnees froct
to $14.50 s share (aggregate $552,568).

Thbe aumber and prices of shares have been adjusted, where applicable, forthee&eetotstockdmdends’ X
in prior years.

At the time an option is exercised, it is B.V.D.’s policy to credit $1 per share toCommonStockaocoum, cpTe
the par value thercof, and to credit Capital Surplus account with the remainder of the proceeds.

In addition to the foregoing stock option plans of B.V.D., Timely Clothes, Inc. (sec Note A) has (1
option. plen (under Section 422 of the Internal Revenue Code) providing for the granting of options 'R
salesmen 20d other key employees; and (2) aa informal arrapgement for issuance of stock options und
all options have been granted. The stock option plan, referred to under (1) asbove, provides for an exercise
oot less than 100% of the fair market value of the shares at the date of grant. Options gencrally become ¢:
six months from the date of grant for a period of five y=ars (except as to certain options granted under the

arrangement which may be exercised to 1970) and are exercisable generally only during the optionee’s employrcitgs
Timely. As at Apri}l 2, 1966, options for 4,330 shares of Timely were outstanding at prices of $11.94 and $128
s share (aggregate $52,200). The market prices of the related shares at the dates of grant ranged from 810 >
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. (aggregte $49,838) and 4,500 shares were reserved for the granting of future options, subject to the
stution provisions. As at October 1, 1966, options for 541 shares of Timely were outstanding at a price
. sbare (aggregate $6,460). The market price of the related shares at the date of grant was $11.08 a
R ioqte $5,994) and 4,500 shares were reserved for the granting of future options (subject to the plan's
PR ovisions). From April 2 to October 1, 1966 options for 3,789 shares were exercised at prices of
- 'L:, ’$12.52 & share (aggregate $45,740), The market prices at dates of exercise ranged from $18.31 to
' are (aggresate $78,114). The above number and prices of shares have been adjusted, where applicable,

pixtof stock dividends previously distributed.
% se an option is exercised, it is the policy of Timely to credit $10 per share to its common stock account

}t"capital surplus account with the remainder of the proceeds.
e

Y NGENCIES, COMMITMENTS, LEASES, AND OTHER COMMENTS:
¥ V.0 is contingently lisble to banks in respect of continuing gusranties, etc., including clean sight credits,
BSar operations of foreign sibsidiaries not consolidated in the approximate amount of $1,400,000 at April 2,
L $1:600,000 at October 1, 1966. In addition, certain consolidated subsidiaries have commitmeats for the
ot or fixed assets of approximately $2,300,000 at April 2, 1966 and $3,400,000 at October 1, 1966 and have
Roiart of credit outstanding of approximately $200,000 at April 2, 1966.
B A anagement believes, based on the opinion of counsel, that pending litigation and claims whichk may
B, " ordinary course of business will have no material effect on the accompanying consolidated financial
D 0TI
Uoder the terms of employment contracts, certain companies are obligated to pay benefis of $63,500,
Meprepite, in the event contracts terminate because of death prior to expiration date, and to make payments
el o' and/or advisory services of (a) a maximum of $56,000 per annum to 1971, and (b) a maximum
BC50D per’ annum for the lives of certain individusls. No provision has been made in the accompanying
ted financial statements with respect to the foregoing.
¢ are several retirement plans in effect (some of which are non-contributory) covering qualified employces
: consolidated subsidiaries. The plans may be amended, suspended or terminated at any time. The unfunded
) pest tervice benefits under the plans, based on the latest reports by the consulting actuaries, aggregates
N 'Ss arApril 2, 1966 and $480,000 as at October 1, 1966. No decision has beca made as to the funding of
prvice benefits. The related charges to income during the fiscal years ended in 1964, 1965, 1966 and in the
| ended October 2, 1965 and October 1, 1966 approximated $2,600, $81,000, $75,000, $37,000 and $46,000,

war

Ty
.".’

R -
RV E$20,1 7= .

N¥Tbe yminimum annual -rentals under- noncancellable leases in which B.V.D, and. consolidated subsidiaries
-aggregated approximately $3,690,000 (including $375,000 referred to in (6) below) at October 1, 1966,
monit, $2,340,000 applies to leases with expiration dates to October 1976, $700,000 to leases with expiration
Qctober; 1986, and $650,000 to leases with expiration dates to February 1992. In addition, certain leases provide
at of gdditional rentals based on a percentage of sales over a fixed amount, plus, in certain instances, real
() of March .1, 1966, B.V.D. and scveral consolidated subsidiaries sold real properties to Montvale Realty
it book value of approximately $5,000,000, and entered into an agreement to leascback such properties at an
9e¢ rental of $375,000 over a period of twenty-five years, with options to renew for six periods of five years
%32 annual base rental of $50,000. Among other provisions of the lease, the lessee is obligated to pay for
SR all taxes {(other than Federal income taxes), assessments, and maintepance and repairs to the leased property
R ANRY; at its-expense, make reasonable alterations of and additions to the property. Montvale Realty Corp. is
X by the Trusteed Plan known as “Employees’ Retirement Plan” of National Shirt Shops Inc. (a wholly-owned
ry of BV.D.). The trustee of the plan is The Bank of New York. Montvale Realty Corp. obtained a 544 %
. $o loan of $5,000,000 from John Hancock Mutual Life Insurance Company in connmection with which the
sy company obtained a mortgage on the properties, and assignment of the leases and the lease payments thereon,
ROt payments under the aforementioned leases are less, by an insignificant amount, than the depreciation and
charges would be on the related properties.

BEJEvenrs Susssquent 1o Octoses 1, 1966:
& November 1966, the Company sold 120,000 shares of its Common Stock to Bank de Paris et des Pays Bas
Widhares) and Amincor A.G. (40,000 shares) at $25 per share (aggregate $3,000,000). On and after three
o ‘b‘mﬁvedosinzduamdfortpeﬁodofthinyday:thereaftathebuymmayrequixe the Company
porcaase all or any of the aforementioned shares at $25 per share. On February 21, 1967, B.V.D. eatered
pRe, timilar agreement with Banque de Suez et de L'Union Des Mines for the sale of 36,000 shares of its
. Swt'k for the sum of $900,000, which sale has not as yet been consummated.
~AuR consolidated subsidiaries sold three parcels of real property to Valemont Realty Corp. (“Valemont”) for
NoxTustely §2,475,000 and B.V.D. entered into agreements to leaseback such properties at an annuai base rental of
ly $207,500 over a period of approximately twenty-four years, with options to renew for six periods of five
€ach at an annual base rental of approximately $24,750. Among other provisions of the lease, the lessee is obli-
$0 pay for insurance, certain taxes, assessments and maintenance and repairs to the leased properties and may, at its
.mm reasonble alterations of and additions to the properties. Valemont is owned by the Trusteed Plan known
Employees Retirement Plan” of National Shirt Shops Inc. (a wholly-owned subsidiary of B.V.D,). The trustee of
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the plan is The Bank of New York. Valemont obtained a 6% % mortgage loan of $2,475,000 from Massachusetts
Mutual Life Insurance Company in connection with which the insurance company obtained a mortgage on the properties,
and an assignment of the leases and lease payments thereon. The excess of the aforementioned selling price over the
net book amount of the properties amounting {0 approximately $420,000, will be amortized over the terms of the
related leases. The rental payments under the aforementioned leases are less, by an insignificant amount, thag the
depreciation and interest charges would be on the related properties.

As of the close of business on October 1, 1966, B.V.D. acquired ali the capital stock of Friedman-Marks Clothing
Company, Incorporated and its affiliated companies in exchange for (i) $200,000 cash, (ii) 20-year 5% Subordinated
Convertible Debentures (Series A) in the amouat of $1,800,000, and (iii) 20-year 5% Subordinated Convertibie
Debentures {Series B) in the amount of $5,500,000. The Debentures are subordinated to all senior indebtedness (as
defined) of B.V.D. and are convertibie into B.V.D.'s Common Stock at the rate of $30 a share (subject to anti-dilution
provisions) at any time until maturity or carlier redemption. Unless the Debentures are redeemed at an earlier date
(see “Recent Acquisitions and Events”"—Note (9) for further information relating to the acquisition of Friedman-Marks
and the rights of the scllers to terminate the contract uader certain circumstances) they are redeemable, prior to
September 30, 1986 at 105% to 100% of principal amount and commencing October 1, 1976, B.V.D. will be required
to retire annually 7% % of the principal amount of Debentures then outstanding. 243,333 shares of B.V.D.'s Common
Stock are reserved for conversion of the Debentures.

B.V.D. has purchased the outstanding 50% of the capital stock of Flexees Limited not previously owned
by it, plus an account payable from Flexees Limited to the selling stockholders, in exchange for 5,961 shares of B.V.D.’s
capital stock. .

As of October 1, 1966, B.V.D. obtained a subordinated loan of $5,000,000 from Von-T, S.A., Panama, R.P., due
January 31, 1970, with interest at 6% per apnum. On December 1, 1966, B.V.D. obtained a commitment from the
same lender for an additional subordinated loan of $5,000,000, maturing on the same date, with interest at 6% per
annum, of which $1,000,000 had been borrowed prior to January 20, 1967.

B.V.D. is presently negotiating for the acquisition of other businesses. Sce also “History and Business of B.V.D.—
Recent Acquisitions and Events”.

Note K—SUPPLEMENTARY PROFIT AND LOSS INFORMATION: ¥ Six E:f!‘:‘lm
. m————uYear Ende@——— ey
March 31, April 3, April 2, October
1964 1968 - 1966 1, 1966

Maintenance and repairs:
Charged to cost of goods sold. $ 390,698 $ 491,837 § 571,088 $ 451,364
Charged to other expenses 34,613 - 56,318 134,174 - 82,408

$ 425311 § 548,155 § 705262 § 533,769

Depreciation and amortization:

Depreciation and amortization of fixed assets.........cooocvenrnens $ 775666 $1,173,938 $1,699,362  $1,005,827
Amortization of intangibles 9,901 19,198 60,984 33,455

. $ 785,567 $1,193,136 $1,760,346  $1,039,282
Charged to cost of goods sold..... $ 664,540 § 922,293 $1,182423 § 734,080
Charged to other expenses, - 121,027 270,843 577,923 305,202

$ 785567 $1,193,136 $1,760,346  $1,039,282

‘Taxes, other than Federal income taxes:

Payroll $1,174,423 $1,661,452 §2,187,567 $1,562,899
Real estate and personal property. " 177,689 285,135 406,359 212,860
State franchise and income 190,658 229,565 277,598 124,735
Other 61,535 48,617 79,447 62,319
$1,604,308  $2,224,769 $2,950971 $1962,813
Charged to cost of goods sold $1,232,300 $1,682,776 $2,024,928 $1,387,040
Charged to other expenses. . . 372,008 541,993 926,043 575,773
$1,604,305  $2,224,769  $2,950971  $1,962,813
Rents:
Premises $ 361,908 $1,202,771 $2,575,009 $1,741,801
Equipment 154,574 252,098 430,070 242,599
$ 516,482 $1,454,866 $3,005079 $1984,400
Charged to cost of goods sold $ 263871 § 364,780 § 651,018 § 562,546
Charged to other expenses.. 252,611 1,090,086 2,354,061 1,421,854
: $ 516482 $1,454,866 §3,005079  $1,984,400
Royalties:
Charged to cost of goods 301d..........coccuimeoiicrciiieeeee - $ 18410 — —

L]

222,418 48,466 § 92510 § 89,654
$ 222418 $ 66876 § -92510 § 89,694

Charged to other expenses...
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X OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

R m, CAREY MANUFACTURING COMPANY:

e bave examined the consolidated balance sheet of The Philip Carey Manufacturing Company
companies as of December 31, 1965, the related statement of consolidated carnings for
then ended, and the statement of consolidated reinvested earnings for the three years then
T Our examination was made in accordance with generally accepted auditing standards, and
. y included such tests of the accopnting records and such other auditing procedures as we
ed nccessary in the circumstances.

e o opinion, the above-mentioned consolidated balance sheet and statements of consolidated
.«~-—~~‘ and reinvested earnings present fairly the financial position of The Philip Carey Manufacturing
ok .. and subsidiary companies at December 31, 1965 and the results of their operations for the
h._,:..-., heriods then ended, in conformity with gcncrally accepted accounting principles applied (except

B change in 1964, in which we concur, in the method of accounting for the investment credit
ained in Note A to the statement of consolidated earnings) on a consistent basis.

- P 2. Haskins & SELLS
enat QOhio
ey 11, 1966
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THE PHILIP CAREY MANUFACTURING COMPANY
AND SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEET
December 31, 1965 and (Unsudited) September 30, 1966

December 31, 8eptember 30,

1968 1966
(Unaudited)

ASSETS
CURRENT ASSETS

Cash ... $ 3,073,626 $ 1,496,748
Short-term bank deposits 704,169 652,610

Marketable sccurities—at cost (approximates market) 1,554,762 —

Accounts and notes receivable:
Customers (less allowance of $375,000 at December 31, 1965 and

$390,442 at September 30, 1966) 12,338,802 14,920,424
Other 230,963 274,838
Cost of contract work in progress in excess of related billings.................... 201,530 1,044

Inventories, at the lower of cost or market (Note 2):
Finished products - 6,286,459 7,351,126
Work in process 574,518 645,841
Raw materials and supplies 3,693,964 3,826,219
Total current assets .. 28,658,793 29,168,344

PROPERTY, PLANT, aND EqQuiPMeENT, AT Cost (Note 3):
Mineral lands and development (less accumulated depletion of $113,043 at

December 31, 1965 and $129,202 at September 30, 1966)......ccccomvccverirones 380,057 370,961

Land, land improvements, and yard equipment 2,803,760 2,816,926

Buildings 15,114,728 15,162,265

Machinery and equipment. 36,564,295 38,952,244

Construction in progress - 2,774,175 4,438,096

57,637,015 61,740,493

Less accumulated depreciation. 26,868,734 28,518,267

Property, plant and equipment-—net 30,768,281 33222226

OTaER AsseTs—At Cost. 1,194,077 1,150,663
DzerFERRED CHARGES AND PrEpalp ExPENSES:

Unamortized mine development (Note 3) S 706,664 645,932

Other 831,202 627,407

Total deferred charges and prepaid expenses...........c.ccoovveecvennnnes 1,537,866 1,273,339

Total $62,159,017 $64,815,072

See Notes to Financial Statements.
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THE PHILIP CAREY MANUFACTURING COMPANY

AND SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEET

December 31, 1965 and (Unaudited) September 30, 1966

LIABILITIES
CURRENT LIABILITIES:

Current portion of 100g-term debt.......cocceirvrverecrviemaerarcrensernerimcerresassnees

Accounts payable:
Trade ...
Other

Federal and Canadian income taxes

Accrued salaries, wages, and commissions.

Other accrued liabilities.....

Total curreat liabilities.

LoNG-TerM DerT (less current portion) (Note 4):
3% % notes—3$575,000 duc annually through 1971, and $1,375,000 in 1972
5% % notes—$750,000 due annually through 1973, and $1,000,000 in 1974
4% note payable to & bank.
Total long-term debt
UNEARNED PREMIUMS (roofing gUArADtee COMMTACIS).....ccccvmersrmnisesisanssonasonssanss
DEeFERRED INCOME Taxes (Note 3)

SHAREHOLDERS' INVESTMENT (Note 5):

Common capital shares-—authorized, 1,500,000 shares of $10 par value each;
issued, 1,019,610 shares, less shares in treasury 17,500 shares at Decem-
ber 31, 1965 and 12,684 shares at September 30, 1966.

Capital arising from fssuance of capital shares for amounts in excess of par
value

Reinvested carnings
Total sharcholders® investment.

ToraL

See Notes to Financial Statements.
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December 31, September 30,
1965 1966

(Unaudited)

$ 1,347,167 $ 1,369,323
2,549,273 3,462,777
538976 380,250
1,282,408 915,863
997,623 989,760
552,489 985,322
7,267,936 8,108,295

. 4,250,000 4,250,000
6,250,000 6,250,000
487,887 1,285,677
10,987,887 11,785,677
2,375,000 2,473,142
2,680,000 2,588,952
10,021,100 10,069,260
6,259,668 6,371,928
22,567,426 23,417,818
38,848,194 39,859,006
$62,159,017 $64,815,072




THE PHILIP CAREY MANUFACTURING COMPANY
AND SUBSIDIARY COMPANIES

STATEMENT OF CONSOLIDATED REINVESTED EARNINGS

For the Three Years Ended December 31, 1965
and (Unaudited) Nine Months Ended September 30, 1966

Nine Mouths
: Eaded

(——l—lg-—Yw Ended!?tg"ecmber 31,—ll§.-—é—-\ Sem&? 30,

{Unsudited)

Balance at beginning of period..........ccccoeiiiiniiiiinninn $19,582,493 $20,096,236 $21,569,958 $22,567,426
Add—Net earnings and in 196S special item................ 2,142,208 3,102,188 2,613,604 2,055,324
TOtAL.......oiiri ettt bbb 21,724,701 23,198,424 24,183,562 24,622,750
Deduct—Cash dividends . e eannraes 1,628,465 1,628,466 1,616,136 1,204,932
Balance at end of period (Note $)......coooovvevviiiniinn $20,096,236 $21,569,958 $22,567,426 $23,417,818

See Notes to Financial Statements.
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THE PHILIP CAREY MANUFACTURING COMPANY
AND SUBSIDIARY COMPANIES

NOTES TO FINANCIAL STATEMENTS

For the Three Years Ended December 31, 1965
and (Unaudited) Nine Months Ended September 30, 1966

1. PrINCTPLES OF CONSOLIDATION:

The accompanying financial statements inciude alf subsidiaries; and intercompany transactions have been eliminated.

The equity of Philip Carey in the net assets of its subsidiaries exceeded its aggregate investment in the subsidiaries
by $13,483,446 at December 31, 1965 and $13,734,110 at September 30, 1966. This excess, representing reinvested
earnings of the subsidiaries since the dates of acquisition, is included in consolidated reinvested earnings.

Valuatioas in Canadian currepcy have been translated on the following bases: property, plant and equipment,
provisions for depreciation, and accumulated depreciation converted at exchange rates at dates of acquisition or origin;
other assets and liability accounts at current exchange rates at the balance sheet date; and income and expenses at
the average exchasge rates for the periods. Adjustment, which was not matenul resulting from translating Canadian
currency to Uaited States dollars has been taken into income.

2. INVENTORIES AND COST OF ProDUCTS SOLD:

Inventories are stated at the lower of cost or market. Cost is determined generally on the basis of standard costs
with percentage adjustments to reflect approximate actual costs.

The inventorica (ac!udmg contract work in progress) used in the computation of cost of products sold are a3

follows:
December 31, 1962 $10,894,024
December 31, 1963 ssants : 9,949,805
December 31, 1964 . . coreesanssns ' 9,701,160
December 31, 1965 . . 10,554,941

ptember 30, 1966 : . . L 11,823,186
3. PROPERTIES AND D!mnon' e ) .

Pmmonhmadefordepmauonnmmchmdwznedwuﬁnmﬁshthemofpmpenm.lwesmmwd
ulvmnlue.omthdrmlim mmdnmwdmgmuyufoﬂm ‘

hndmpmmtundyudeqnipmm& AR ‘3%10 8% -
Buildings............ i 2% o 8%
Machmayndequipment eveieearasesemnoens 4% to 25%

Deﬂeum&chwwopmuomwmwmmedﬁbmdmm

cmtofmnedevdopmtummwbyehtnuwopmdmbmdonmmwduxfulhfeofexghty
months, R

Maintenance, repairs, and minor rencwals are charged to operations, Betterments and major renewals involving
the instalfation of a replacemient unit are charged to the property accounts. In the plants which have detailed prop-
erty records, the gain or loss on retirements of property is credited or charged to earnings; in the other plants the
cost of property retired less proceeds of sale or salvage realized is charged to the accumnlated depreciation with the
exception that gain or loss is credited or charged to earnings in connection with extraordinary retirements of large
units of propersty.

Sew Nots A to Philip Carey Statement of Consolidated Harnings for information on income tax matters.

4. Lona-Teru DeT:

The note payable to a bank is collateralized by a mortgage on facilities under construction and is payable ratably
over a period of 20 years,

The aggregate of long-term debt maturing during the five years ending September 30, 1971 is approximately as
follows: 1967, $1,369,000 (included in corrent liabilities); 1968, $1,371,000; 1969, $1,373,000; 1970, $1,375,000; and
1971, $1,377,000.

None of the long-term notes are held by or for the account of the issuer, held in sinking or other special funds of
the issuer, pledged by the issuer, or beld by affiliates.

S. SHAREROLDERS' INVESTMENT:

Under agreements relating to the long-term notes, reinvested carnings of $3,774.440 at December 3t, 1965 and
$4,278,488 at Scptember 30, 1966 were available for paymeats of dividends (other than share dividends}, or for
purchase of the capital shares,
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THE PHILIP CAREY MANUFACTURING COMPANY
AND SUBSIDIARY COMPANIES

NOTES TO FINANCIAYL STATEMENTS (Continued)

Philip Carey is authorized to issue 75,000 preferred capital shares of $100 par value each.
No capital shares ars held by affiliates or reserved for optiont, warrants, conversions, or other rights.

Changes in capital arising from issuance of capital shares for amounts in excess of par value during the periods were
as follows:

Balance, January 1, 1963 $6,569,031
Add excess of proceeds over par value of 2,969 treasury shares
issued in 1965. 59,380
Total ........... 6,628,411
Less excess of cost over par value of shares purchased for treasury:
1964 .. » 23,652
1965 ........... . 345,091
Total 368,743
Balance, December 31, 1965, 6,259,668
Add—excess of proceeds over par value of 4,816 treasury shares
issued during 1966. 112,260
Balance, September 30, 1966 $6,371,928 .

6. EMPLOYEE PLANS:

Philip Carey has in effect funded and trusteed pension plans for the benefit of hourly-paid and salaried employees
which provide generally for normal retirement at age sixty-five. The amount of pension is based upon a factor applied
to the number of years of service at mormal retirement date, Philip Carey provides the total actuarial cost of
benefits under the plans, except that under the salaried employees plan, pasticipants may make contributions to
obtain supplemental beaefits. The Canadian subsidiaries have insured pension plaas for salaried employecs under which
the employees and the companies each contribute 5% ot salaries,

" At December 31 t965andSeptunbu-30 lm,&madmmzmmmwmcfmdedm
ment plans for employees were $2,360,000 and $2,305,000, respectively. Such past service costs are being funded over
o approximate 30 yeac period. The aggregate contributions under all plans for the following periods were:

For the year ended December 31:

1963 - $565,250
1964 : 508,900
1965 - 564,000
For the nine months ended September 30, 1966...............ccoovueu.e. 397,390
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