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PART I
ITEM 1. BUSINESS
GENERAL DEVELOPMENT

THE COMPANY. Culp, Inc. (the company) manufactures and markets upholstery
fabrics and mattress tickings primarily for use in the furniture, bedding and
institutional furnishings (contract) industries. The company's products are
marketed throughout the United States by its own sales staff and internationally
by a combination of a small internal sales staff and a network of outside sales
agents. The company ships directly to customers from its manufacturing
facilities. In addition, wunder its National Warehouse Program, the company
inventories popular patterns of its fabrics in its regional distribution
facilities for immediate delivery to customers. The company's executive offices
are located in High Point, North Carolina, and its ten (10) manufacturing
facilities are located in, or near, Burlington and Stokesdale, North Carolina,
Anderson and Pageland, South Carolina, West Hazleton, Pennsylvania, Rossville,
Georgia and St. Jerome, Canada. The company was organized as a North Carolina
corporation in 1972.

CAPITAL EXPENDITURES. During the year ended April 28, 1996, the company
spent approximately $14.4 million in capital expenditures. These included
planned expenditures of approximately $8.5 million relating to continued
expansion of vertical integration and yarn manufacturing, expansion of weaving
capacity, and additional hardware purchases in connection with upgrading the
company's information systems. The acquisition of Rayonese Textile 1Inc.
(completed in March of 1995) included a plan for $6 million of additional
capital expenditures to substantially increase jacquard weaving capacity at the
Rayonese plant, of which $2.5 million was incurred in fiscal 1996. Additionally,
during fiscal 1996, the company increased its capital spending plans by $3.4
million from the planned amount of $11.0 million in order to accelerate two
projects previously scheduled for fiscal 1997. These projects involve expanding
the company's production capacity for its jacquard and wet prints product lines.
The company's capital expenditure budget for fiscal 1997 is approximately $16.5
million. Capital expenditures are being funded by internally generated funds and
bank borrowings.

INDUSTRY SEGMENT

The company operates in one segment and is principally involved in the
designing, manufacturing and marketing of wupholstery fabrics and mattress
ticking wused in the home and commercial furnishings (contract) industry on a
world-wide basis.
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PRODUCTS

The company's products include principally upholstery fabrics and mattress
ticking. The company is expanding its production of home textile fabrics,
including fabrics used in comforters and bedspreads, but these products did not
constitute a material part of the company's business in fiscal 1996.

UPHOLSTERY FABRICS. The company derives the majority of its revenues from
the sale of wupholstery fabrics primarily to the residential and commercial
(contract) furniture markets. Sales of upholstery fabrics were 81% of sales in
fiscal 1996, 83% in 1995 and 84% in 1994. The company has emphasized fabrics and
patterns that have broad appeal at promotional to medium prices, generally
ranging from $2.25 per yard to $7.00 per yard.

Principal types of upholstery fabrics sold include flat wovens (both
jacquard and dobby constructions) velvets (woven, tufted and flocks), and prints
(jacquards and dobby overprints).

MATTRESS TICKING. The company manufactures mattress ticking (fabric used
for covering mattresses and box springs) for sale to bedding manufacturers.
Sales of mattress ticking constituted 19% of sales in fiscal 1996, 17% in 1995
and 16% in 1994.

MANUFACTURING

GENERAL. The company manufactures substantially all of the products it
sells. Manufactured fabrics constituted approximately 99% of sales in fiscal
1996, 1995 and 1994.

CULP WEAVING. The Culp Weaving operation has two manufacturing plants. Its
largest facility, 1located in Graham, North Carolina, houses upholstery jacquard
weaving looms, ticking jacquard weaving looms, a package dye house and yarn
preparation equipment. The second Culp Weaving plant, located in Pageland, South
Carolina, manufactures flat woven dobby fabrics.

UPHOLSTERY PRINTS. The Upholstery Prints plant, near Burlington, North
Carolina, wuses a heat-transfer printing process to print primarily flocked
upholstery fabrics and to print paper for heat-transfer upholstery fabrics and
mattress ticking. This plant also uses a wet printing process for velvet
fabrics. 1In addition, Upholstery Prints produces tufted velvets and operates
finishing ranges for back-coating and print preparation of fabric and several
surface-finishing lines for its tufted velvet fabrics. The plant also houses a
distribution facility which distributes upholstery fabrics to "direct ship"
customers and to the company's regional distribution facilities for fabrics from
the Upholstery Prints and Culp Woven Velvets facilities.
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CULP FINISHING. The Culp Finishing plant, located in Burlington, North
Carolina, contains finishing ranges for finishing woven upholstery fabrics. The
plant also houses significant distribution facilities, which handle distribution
of upholstery fabrics to "direct-ship" customers and to the company's regional
distribution facilities for the Culp Weaving facilities.

CULP WOVEN VELVETS. The Culp Woven Velvets plant, in Anderson, South
Carolina, contains weaving machines for the production of woven velvets. 1In
addition, the plant houses yarn preparation equipment, a finishing range and
surface finishing equipment.

CULP TICKING. The Culp Ticking plant, in Stokesdale, North Carolina,
produces mattress ticking. It utilizes both pigment and heat-transfer printing
methods to print ticking material. The plant contains a rotary screen print
operation, heat-transfer equipment and a finishing range. In addition, the plant
houses finished goods for distribution of mattress ticking.

ROSSVILLE. The Rossville plant, located in Rossville, Georgia, is part of
the Rossville/Chromatex business unit, which was acquired by the company in
November 1993. This facility contains yarn preparation equipment, dobby looms,
and finishing equipment, all of which are used to produce flat woven dobby
fabric. This plant also contains its own distribution and shipping facilities.

CHROMATEX. The Chromatex plant is located in West Hazleton, Pennsylvania,
and it comprises the remainder of the Rossville/Chromatex business unit. This
plant produces jacquard upholstery fabrics, and it contains all of the yarn
preparation equipment, looms, finishing equipment and distribution facilities
used by the Rossville/Chromatex business unit for woven jacquard fabrics.

RAYONESE. The Rayonese plant is owned by the company's subsidiary, Rayonese
Textile Inc., and is located in St. Jerome, Canada. Rayonese was acquired by the
company in March 1995. This plant produces comforter fabrics, upholstery fabrics
and mattress ticking and also contains yarn spinning equipment. The plant also
contains its own distribution facilities.

PRODUCT DESIGN AND STYLING

The company has a staff of designers that specializes in development of new
patterns for upholstery fabrics and mattress tickings. The company also
purchases some fabric designs from independent artists. The company believes
styling and design are key elements to its success and has increased
significantly the number of people and other resources dedicated to this area in
recent years. The company's design staff works closely with marketing personnel
to identify and respond to market trends.
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SALES AND DISTRIBUTION

UPHOLSTERY FABRICS. The company markets upholstery fabrics in the United
States through two primary methods: (i) a "direct-ship" operation from its
fabric-manufacturing facilities and (ii) a National Warehouse Program whereby
inventory is stocked in regional distribution facilities located in High Point,
North Carolina, Tupelo, Mississippi and Los Angeles, California. The
"direct-ship" program permits customers to arrange for direct shipments from the
company's manufacturing facilities. This method generally permits lower pricing,
but requires longer delivery times than the National Warehouse Program, which is
dependent upon maintenance of current pattern inventories. The company closely
monitors current demand in each distribution territory and believes it is
therefore able to respond quickly to the needs of customers. The company
receives higher prices for products sold through its National Warehouse Program
to compensate it for the cost of maintaining inventories and local distribution
facilities. In addition, the company markets contract upholstery fabric lines. A
small sales staff is responsible for sales and marketing of products for the
company's "direct ship" program.

RAYONESE. Rayonese has its own sales staff and distribution facilities
(both upholstery and ticking).

MATTRESS TICKING. The company distributes mattress ticking from its
facility in Stokesdale, North Carolina, and from the company's Los Angeles,
California warehouse.

INTERNATIONAL SALES. In addition to its U. S. operations, the company sells
and distributes upholstery fabrics and mattress ticking in many countries
abroad. International sales are handled both by the company's internal sales
staff and independent sales agents. The largest volume of international sales
during fiscal 1996 was to North America. In the year ended April 28, 1996,
international sales outside of the U.S., including sales to exporters, totaled
$77,397,000, or approximately 22% of the company's net sales.
International sales were $57,971,000, or approximately 19% of net sales, in
fiscal 1995 and $44,038,000, or approximately 18% of net sales, in fiscal 1994.

Additional information relating to international sales may be found in note
14 of the company's consolidated financial statements, included in the Annual
Report to Shareholders.

SOURCES AND AVAILABILITY OF RAW MATERIALS

The company purchases various types of primarily man-made yarns, greige
goods and fibers for the manufacture of upholstery fabrics and mattress ticking.
Future price levels of raw materials will depend upon supply and demand
conditions and general inflation. Generally, the company has not had significant
difficulty in obtaining raw materials.
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PATENTS, TRADEMARKS, AND LICENSES

The company believes that its patents, trademarks and licenses are not
material to its business.

CUSTOMERS

The company 1is not dependent wupon a single customer or a group of
customers, the loss of which would have a materially adverse effect upon the
business of the company. No single customer accounted for more than 10% of the
company's net sales in fiscal 1996. The company sells upholstery fabrics
primarily to domestic upholstered furniture manufacturers, institutional
furnishings manufacturers and foreign distributors and manufacturers of
upholstered furniture. The company markets its mattress ticking principally to
bedding manufacturers. The company's domestic customers are distributed
throughout the nation; however, its greatest sales are in areas where there is a
heavy concentration of furniture manufacturing.

BACKLOG

Because a large portion of the company's customers have an opportunity to
cancel orders, it is difficult to predict the amount of the backlog that is
"firm." Many customers may cancel orders before goods are placed into
production, and some may cancel at a later time. In addition, the company
markets a significant portion of its sales through its National Warehouse
Program from in-stock order positions. On April 28, 1996, the portion of the
backlog with confirmed shipping dates prior to June 3, 1996 was $34,467,000.

COMPETITION

The upholstery fabrics market is highly fragmented and competitive and no
one firm dominates the United States market. The company believes its principal
upholstery fabrics competitors are the Burlington House Fabrics division of
Burlington Industries, 1Inc., Joan Fabrics Corporation, Malden Mills, Inc., the
Mastercraft Division of Collins & Aikman Company, Microfibers, Inc., and Quaker
Fabric Corporation.

The mattress ticking market is concentrated in a few relatively large
suppliers. The company believes its principal mattress ticking competitors are
Blumenthal Print Works, Inc., Burlington Industries, Inc., and Tietex, Inc.

Competition for the company's products 1is based primarily on design,
quality, timing of delivery, service, and price. Some of the company's
competitors have greater resources than the company. Although U.S. statistics
for the upholstery fabric and mattress ticking markets are not generally
available, the company believes it is the largest supplier of upholstery fabrics
to the furniture trade and one of the three largest suppliers of mattress
ticking to the bedding trade. To date, the company has experienced no
significant competition from imports.
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RESEARCH AND DEVELOPMENT

The company's only material research and development is done in the product
design and styling area previously described in this report under the subheading
"Product Design and Styling".

GOVERNMENTAL REGULATIONS

The company is subject to various federal and state laws and regulations,
including the Occupational Safety and Health Act and federal and state
environmental laws. Rayonese 1is subject to similar laws and regulations in
Canada. The company is not aware of any material violation of such laws and
regulations. Continued compliance is not expected to have a material effect upon
capital expenditures, earnings or the competitive position of the company.

EMPLOYEES

At April 28, 1996 the company had 2,966 employees. A small portion
(approximately 15%) of the company's work force is represented by a union. This
includes all of the hourly employees at the Chromatex facility and all of the
hourly employees at the Rayonese facility. The company is not aware of any
attempt to organize any more of its employees and believes 1its employee
relations are good.

FOREIGN AND DOMESTIC OPERATIONS AND INTERNATIONAL SALES

Information concerning the company's U.S. operations and international
sales is included in this report under the subheading "Sales and Distribution".

Rayonese Textile Inc., which was acquired in March 1995, is located in St.
Jerome, Canada, and constitutes the company's only operation outside of the U.S.
During fiscal 1996, Rayonese had revenues of approximately $12,256,000, of which
$4,548,000 were intercompany shipments. This compares to the 56 days that the
company owned Rayonese during fiscal 1995, for which Rayonese had revenues of
approximately $2,272,000, of which $894,000 were intercompany shipments.
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SEASONALITY

The company's business is only slightly seasonal, with increased sales
during the second and fourth quarters of each year. This seasonality results
primarily from one-week closings of the company's manufacturing facilities, and
the facilities of most of its customers, during the first and third quarters for
the July 4th and Christmas holiday weeks.

INFLATION
The extent to which the company has been affected by inflation is discussed
in Item 7. Management's Discussion and Analysis of Financial Conditions and

Results of Operations under the caption "Inflation."

-10-



ITEM 2. PROPERTIES

As of April 28, 1996, the company operated in ten (10) manufacturing
facilities, three (3) additional distribution facilities and a corporate
headquarters. One (1) of the manufacturing facilities, two (2) of the
distribution facilities and the corporate headquarters are leased from entities
related to the company or its shareholders and directors. The related party
leases are described in Item 13 of this report.

Following is a summary of the company's principal
manufacturing and distribution facilities as of April 28, 1996.

administrative,

Principal Total Area Expiration
Location Use (Sg. Ft.) Date (1)
High Point, NC (2) Corporate 33,440 2015
headquarters
High Point, NC (2) Distribution 65,000 2003
Los Angeles, CA(4) Distribution 45,000 2002
Tupelo, MS (2) Distribution 35,000 2002
Burlington, NC (2) Manufacturing 242,000 2009
Anderson, SC (3) Manufacturing 99, 000 N/A
Burlington, NC (3) Manufacturing 302,000 N/A
and distribution
Graham, NC (3) Manufacturing 341,000 N/A
Stokesdale, NC (3) Manufacturing 140,000 N/A
and distribution
Pageland, SC (3) Manufacturing 96, 000 N/A
Rossville, GA (4) Manufacturing 396,000 2001
and distribution
W. Hazleton, PA (4) Manufacturing 100, 000 2013
and distribution
W. Hazleton, PA (4) Manufacturing 110, 000 2008
St. Jerome, Canada (3) Manufacturing 202,000 N/A

and distribution

Includes all options to renew
Leased from related party

(1)
(2)
(3) Owned by the company
(4)

Leased from unrelated party

The company also leases showrooms in Tupelo,

Carolina.
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The company believes its manufacturing and distribution facilities, and its
equipment, are generally in excellent condition, suitable and adequate for its
current operations. The company's productive capacity has expanded to meet
growing needs.

ITEM 3. LEGAL PROCEEDINGS

There are no legal proceedings to which the company, or its subsidiaries,
is a party or of which any of their property is the subject that are required to
be disclosed under this item.

ITEM 4. SUBMISSION OF MATTERS TO A
VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of shareholders during the fourth
quarter ended April 28, 1996.

PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON
STOCK AND RELATED STOCKHOLDER MATTERS

Information with respect to the market for the company's common stock and
related shareholder matters is included in the company's Annual Report to
Shareholders for the year ended April 28, 1996, in the Consolidated Statements
of Shareholders' Equity (dividend information), in the Selected Quarterly Data
under the caption "Stock Data," in the Selected Annual Data under the caption
"Stock Data," and on the back cover page, in the Corporate Directory, under the
caption "Stock Listing," which information is herein incorporated by reference.

ITEM 6. SELECTED FINANCIAL DATA

This information is included in the company's above referenced Annual
Report to Shareholders, under the caption "Selected Annual Data," and is herein
incorporated by reference.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Management's Discussion and Analysis of Financial Condition and Results of
Operations 1is included 1in the company's above referenced Annual Report to
Shareholders wunder the caption "Management's Discussion and Analysis of
Financial Condition and Results of Operations", and is herein incorporated by
reference.
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ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS
AND SUPPLEMENTARY DATA

The consolidated financial statements and supplementary data are included
in the company's above referenced Annual Report to Shareholders, and are herein
incorporated by reference. 1Item 14 of this report contains specific page number
references to the consolidated financial statements and supplementary data
included in the Annual Report.

EXCEPT FOR SUCH PORTIONS OF THE COMPANY'S ANNUAL REPORT TO
SHAREHOLDERS FOR THE YEAR ENDED APRIL 28, 1996 THAT ARE EXPRESSLY
INCORPORATED BY REFERENCE INTO THIS REPORT, SUCH REPORT IS NOT TO
BE DEEMED FILED AS PART OF THIS FILING.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

During the two years ended April 28, 1996 and any subsequent interim
periods, there were no changes of accountants and/or disagreements on any
matters of accounting principles or practices or financial statement
disclosures.

PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information with respect to executive officers and directors of the company
is included in the company's definitive Proxy Statement to be filed on or about
July 19, 1996 pursuant to Regulation 14A of the Securities and Exchange
Commission, under the caption "Nominees, Directors and Executive Officers" and
"Reports Of Securities Ownership", which information is herein incorporated by
reference.

ITEM 11. EXECUTIVE COMPENSATION

Information with respect to executive compensation 1is included in the
company's definitive Proxy Statement to be filed on or about July 19, 1996
pursuant to Regulation 14A of the Securities and Exchange Commission, under the
caption "Executive Compensation", which information is herein incorporated by
reference.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT

Information with respect to the security ownership of certain beneficial
owners and management is included in the company's definitive Proxy Statement to
be filed on or about July 19, 1996, pursuant to Regulation 14A of the Securities
and Exchange Commission, under the caption "Voting Securities", which
information is herein incorporated by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Information with respect to certain relationships and related transactions
is included in the company's definitive Proxy Statement to be filed on or about
July 19, 1996, pursuant to Regulation 14A of the Securities and Exchange
Commission, under the subcaption "Certain Relationships and Related
Transactions", which information is herein incorporated by reference.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
AND REPORTS ON FORM 8-K

a) Documents Filed as Part of this Report:

1. Consolidated Financial Statements

The following consolidated financial statements of Culp, Inc. from the

company's Annual Report to Shareholders for the year ended April 28, 1996,

incorporated by reference into this report.

Item

Balance sheets - April 28, 1996 and............

April 30, 1995

Statements of Income -
for the years ended April 28, 1996,

April 30, 1995 and May 1, 1994 ...............

Statements of Shareholders' Equity -
for the years ended April 28, 1996,

April 30, 1995 and May 1, 1994 ...............

Statements of Cash Flows -
for the years ended April 28, 1996,

April 30, 1995 and May 1, 1994 ...............

Notes to Financial Statements .................

Report of independent auditors for the years
ended April 28, 1996, April 30, 1995

and May 1, 1994. ... ..t iiin it s

2. Financial Statement Schedules

All financial statement schedules are
applicable, or not
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required, or because the required information is included in the consolidated
financial statements or notes thereto.

with the exception of portions expressly incorporated by reference into
this report in Items 5, 6, 7 and 8, the company's Annual Report to Shareholders
for the year ended April 28, 1996 is not to be deemed filed as a part of this
report.

3. Exhibits

The following exhibits are attached at the end of this report, or
incorporated by reference herein. Management contracts, compensatory plans, and
arrangements are marked with an asterisk (*).

(a) The following exhibits are filed as part of this report or incorporated by
reference.

3(1) Articles of 1Incorporation of the company, as amended, were filed as
Exhibit 3(i) to the company's Form 10-Q for the quarter ended January
29, 1995, filed March 15, 1995, and are incorporated herein by
reference.

3(ii) Restated and Amended Bylaws of the company, as amended, were filed as
Exhibit 3(b) to the company's Form 10-K for the year ended April 28,
1991, filed July 25,1991, and are incorporated herein by reference.

4(a) Form of Common Stock Certificate of the company was filed as Exhibit
4(a) to Amendment No. 1 to the company's registration statement No.
2-85174, filed on August 30, 1983, and is incorporated herein by
reference.

10(a) Loan Agreement dated December 1, 1988 with Chesterfield County, South
Carolina relating to Series 1988 1Industrial Revenue Bonds in the
principal amount of $3,377,000 and related Letter of Credit and
Reimbursement Agreement dated December 1, 1988 with First Union
National Bank of North Carolina were filed as Exhibit 10(n) to the
company's Form 10-K for the year ended April 29, 1989, and are
incorporated herein by reference.

10(b) Loan Agreement dated November 1, 1988 with the Alamance County
Industrial Facilities and Pollution Control Financing Authority
relating to Series A and B Industrial Revenue Refunding Bonds in the
principal amount of $7,900,000, and related Letter of Credit and
Reimbursement Agreement dated November 1, 1988 with First Union
National Bank of North Carolina were filed as exhibit 10(0) to the
company's Form 10-K

-16-
for the year ended April 29, 1990, and are incorporated herein by
reference.

10(c) Loan Agreement dated January, 1990 with the Guilford County Industrial

Facilities and Pollution Control Financing Authority, North Carolina,
relating to Series 1989 Industrial Revenue Bonds in the principal
amount of $4,500,000; and related Letter of Credit and Reimbursement
Agreement dated January 5, 1990 with First Union National Bank of North
Carolina was filed as Exhibit 10(d) to the company's Form 10-K for the
year ended April 19, 1990, filed on July 15, 1990, and is incorporated
herein by reference.

10(d) Loan Agreement dated as of December 1, 1993 between Anderson County,
South Carolina and the company relating to $6,580,000 Anderson County,
South Carolina Industrial Revenue Bonds (Culp, Inc. Project) Series
1993, and related Letter of Credit and Reimbursement Agreement dated as
of December 1, 1993 by and between the company and First Union National
Bank of North Carolina were filed as Exhibit 10(o) to the Company's
Form 10-Q for the quarter ended January 30, 1994, filed March 16, 1994,
and is incorporated herein by reference.

10(e) Severance Protection Agreement, dated September 21, 1989, was filed as
Exhibit 10(f) to the company's Form 10-K for the year ended April 29,
1990, filed on July 25 1990, and is incorporated herein by
reference. (*)

10(f) Lease Agreement, dated January 19, 1990, with Phillips Interests, Inc.
was filed as Exhibit 10(g) to the company's Form 10-K for the year
ended April 29, 1990, filed on July 25, 1990, and is incorporated
herein by reference.

10(9) Management Incentive Plan of the company, dated August 1986 and amended
July 1989, filed as Exhibit 10(o) to the company's Form 10-K for the
year ended May 3, 1992, filed on August 4, 1992, and is incorporated
herein by reference. (*)

10(h) Lease Agreement, dated September 6, 1988, with Partnership 74 was filed
as Exhibit 10(h) to the company's Form 10-K for the year ended April
28, 1991, filed on July 25, 1990, and is incorporated herein by
reference.

10(1) Amendment and Restatement of the Employees's Retirement Builder
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16(3)

10(k)

10(1)

10(m)

10(n)

10(0)

10(p)

10(q)

Plan of the company dated May 1, 1981 with amendments dated January
1, 1990 and January 8, 1990 were filed as Exhibit 10(p) to the
company's Form 10-K for the year ended May 3, 1992, filed on August
4, 1992, and is incorporated herein by reference. (%)

First Amendment of Lease Agreement dated July 27, 1992 with Partnership
74 Associates was filed as Exhibit 10(n) to the company's Form 10-K
for the year ended May 2, 1993, filed on July 29, 1993, and is
incorporated herein by reference.

Second Amendment of Lease Agreement dated April 16, 1993, with
Partnership 52 Associates was filed as Exhibit 10(1) to the company's
Form 10-K for the year ended May 2, 1993, filed on July 29, 1993, and
is incorporated herein by reference.

1993 Stock Option Plan was filed as Exhibit 10(o) to the company's Form
10-K for the year ended May 2, 1993, filed on July 29, 1993, and is
incorporated herein by reference. (*)

First Amendment to Loan Agreement dated as of December 1, 1993 by and
between The Guilford County Industrial Facilities and Pollution Control
Financing Authority and the company was filed as Exhibit 10(p) to the
company's Form 10-Q, filed on March 15, 1994, and is incorporated
herein by reference.

First Amendment to Loan Agreement dated as of December 16, 1993 by and
between The Alamance County Industrial Facilities and Pollution Control
Financing Authority and the company was filed as Exhibit 10(q) to the
company's Form 10-Q, filed on March 15, 1994, and is incorporated
herein by reference.

First Amendment to Loan Agreement dated as of December 16, 1993 by and
between Chesterfield County, South Carolina and the company was filed
as Exhibit 10(r) to the company's Form 10-Q, filed on March 15, 1994,
and is incorporated herein by reference.

Amendment to Lease dated as of November 4, 1994, by and between the
company and RDC, Inc. was filed as Exhibit 10(w) to the company's Form
10-Q, for the quarter ended January 29, 1995, filed on March 15, 1995,
and is incorporated herein by reference.

Amendment to Lease Agreement dated as of December 14, 1994, by and
between the company and Rossville Investments, Inc. (formerly
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10(r)

10(s)

10(t)

10(u)

10(v)

10(w)

10(x)

known as A & E Leasing, Inc.) was filed as Exhibit 10(y) to the
company's Form 10-Q, for the quarter ended January 29, 1995, filed on
March 15, 1995, and is incorporated herein by reference.

Interest Rate Swap Agreement between company and First Union National
Bank of North Carolina dated April 17, 1995, was filed as Exhibit
10(aa) to the company's Form 10-K for the year ended April 30, 1995,
filed on July 26, 1995, and is incorporated herein by reference.

Performance-Based Stock Option Plan, dated June 21, 1994, was filed as
Exhibit 10(bb) to the company's Form 10-K for the year ended April 30,
1995, filed on July 26, 1995, and is incorporated herein by
reference. (*)

Interest Rate Swap Agreement between company and First Union National
Bank of North Carolina, dated May 31, 1995 was filed as exhibit 10(w)
to the company's Form 10-Q for the quarter ended July 30, 1995, filed
on September 12, 1995, and is incorporated herein by reference.

Interest Rate Swap Agreement between company and First Union National
Bank of North Carolina, dated July 7, 1995 was filed as exhibit 10(x)
to the company's Form 10-Q for the quarter ended July 30, 1995, filed
on September 12, 1995, and is incorporated herein by reference.

Second Amendment of Lease Agreement dated June 15, 1994 with
Partnership 74 Associates was filed as Exhibit 10(v) to the company's
Form 10-Q for the quarter ended October 29, 1995, filed on December 12,
1995, and is incorporated herein by reference.

Lease Agreement dated November 1, 1993 by and between the company and
Chromatex, 1Inc. was filed as Exhibit 10(w) to the company's Form 10-Q
for the quarter ended October 29, 1995, filed on December 12, 1995, and
is incorporated herein by reference.

Lease Agreement dated November 1, 1993 by and between the company and
Chromatex Properties, Inc. was filed as Exhibit 10(x) to the company's
Form 10-Q for the quarter ended October 29, 1995, filed on December 12,
1995, and is incorporated herein by reference.
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Amendment to Lease Agreement dated May 1, 1994 by and between the
company and Chromatex Properties, Inc. was filed as Exhibit 10(y) to
the company's Form 10-Q for the quarter ended October 29, 1995, filed
on December 12, 1995, and is incorporated herein by reference.

Canada-Quebec Subsidiary Agreement on Industrial Development (1991),
dated January 4, 1995, was filed as Exhibit 10(z) to the company's Form
10-Q for the quarter ended October 29, 1995, filed on December 12,
1995, and is incorporated herein by reference.

Loan Agreement between Chesterfield County, South Carolina and the
company dated as of April 1, 1996 relating to Tax Exempt Adjustable
Mode Industrial Development Bonds (Culp, Inc. Project) Series 1996 in
the aggregate principal amount of $6,000,000.

1996 Amended and Restated Credit Agreement dated as of April 1, 1996 by
and among the company, First Union National Bank of North Carolina and
Wachovia Bank of North Carolina, N.A.

Copy of the company's 1996 Annual Report to Shareholders, for the

year ended April 28, 1996, furnished for information only except with
respect to those portions incorporated by reference into this report.
List of subsidiaries of the company.

Consent of Independent Public  Auditors in connection with the
registration statements of Culp, Inc. on Form S-8 (File Nos. 33-13310,
33-37027, 33-80206 and 33-62843), dated March 20, 1987, September

18, 1990, June 13, 1994, and September 21, 1995.

Power of Attorney of Andrew W. Adams, dated June 14, 1996

Power of Attorney of Judith C. wWalker, dated June 16, 1996.

Power of Attorney of Howard L. Dunn, Jr., dated June 16, 1996.

Power of Attorney of Baxter P. Freeze, dated June 18, 1996.

Power of Attorney of Earl M. Honeycutt, dated June 16, 1996.

Power of Attorney of Patrick H. Norton, dated June 17, 1996.

Power of Attorney of Earl N. Phillips, Jr., dated June 17, 1996.
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25(h) Power of Attorney of Bland W. Worley, dated June 18, 1996.
27 Financial Data Schedule
b) Reports on Form 8-K:

The company filed the following report on Form 8-K during the quarter ended
April 28, 1996:

(1) Form 8-K dated February 9, 1996, included under Item 5, Other
Events, disclosure of the company's press release for quarterly
earnings and Financial Information Release relating to financial
information for the quarter ended January 28, 1996.
c) Exhibits:

The exhibits to this Form 10-K are filed at the end of this Form 10-K
immediately preceded by an index. A list of the exhibits begins on page 23-under
the subheading "Exhibits Index".

d) Financial Statement Schedules:

See Item 14(a)(2)
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Pursuant to the

SIGNATURES

requirements of Section 13 of the Securities

Exchange Act

of 1934, CULP, 1INC. has caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized, on the 25th day of July, 1996.
CULP, INC.
By: /s/ Robert G. Culp, III

Pursuant to the requirements of the Securities Exchange Act of 1934,

Robert G. Culp, III
(Chairman and Chief Executive Officer)

By: /s/ Franklin N. Saxon
Franklin N. Saxon
(Vice President and Chief
Financial and Accounting Officer)

this

report has been signed below by the following persons on behalf of the
registrant and in the capacities indicated on the 25th day of July, 1996.

/s/ Robert G. Culp, III /s/ Franklin N. Saxon
Robert G. Culp, III Franklin N. Saxon
(Chairman of the (Director)

Board of Directors)

/s/ Earl N. Phillips, Jr.* /s/ Judith C. walker *

Earl N. Phillips, Jr. Judith C. walker
(Director) (Director)

/s/ Howard L. Dunn, Jr.* /s/ Baxter P. Freeze *

Howard L. Dunn, Jr. Baxter P. Freeze
(Director) (Director)

/s/ Andrew W. Adams* /s/ Patrick H. Norton*

Andrew W. Adams Patrick H. Norton
(Director) (Director)
/s/ Earl M. Honeycutt* /s/ Bland W. Worley*

Earl M. Honeycutt
(Director)

Bland W. Worley
(Director)

* By Franklin N. Saxon,
with the Securities and

Attorney-in-Fact,
Exchange Commission.
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EXHIBITS INDEX
Exhibit
Loan Agreement between Chesterfield County, South Carolina and the
company dated as of April 1, 1996 relating to Tax Exempt Adjustable
Mode Industrial Development Bonds (Culp, Inc. Project) Series 1996
in the aggregate principal amount of $6,000,000.
1996 Amended and Restated Credit Agreement dated as of April 1,
1996 by and among the company, First Union National Bank of North
Carolina and Wachovia Bank of North Carolina, N.A.
Copy of the company's 1996 Annual Report to Shareholders, for the
year ended April 28, 1996, furnished for information only except
with respect to those portions incorporated by reference into this
report.
List of subsidiaries of the company.
Consent of 1Independent Public Auditors in connection with the
registration statements of Culp, Inc. on Form S-8 (File Nos.
33-13310, 33-37027, 33-80206 and 33-62843), dated March 20, 1987,
September 18, 1990, June 13, 1994 and September 21, 1995.
Power of Attorney of Andrew W. Adams, dated June 14, 1996
Power of Attorney of Judith C.walker, dated June 16, 1996.
Power of Attorney of Howard L. Dunn, Jr., dated June 16, 1996.
Power of Attorney of Baxter P. Freeze, dated June 18, 1996.
Power of Attorney of Earl M. Honeycutt, dated June 16, 1996.
Power of Attorney of Patrick H. Norton, dated June 17, 1996.
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Financial Data Schedule
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Exhibit 10(aa)
LOAN AGREEMENT
between
CHESTERFIELD COUNTY, SOUTH CAROLINA
and

CULP, INC.

Dated as of April 1, 1996

Relating to
Tax-Exempt Adjustable Mode
Industrial Development Revenue Bonds
(Culp, Inc. Project)
Series 1996
in the aggregate principal amount of $6,000,000

CERTAIN RIGHTS OF THE ISSUER UNDER THIS AGREEMENT HAVE BEEN ASSIGNED TO, AND ARE
SUBJECT TO A SECURITY INTEREST IN FAVOR OF FIRST-CITIZENS BANK & TRUST COMPANY,
AS TRUSTEE UNDER AN INDENTURE OF TRUST, DATED AS OF THE DATE FIRST ABOVE
WRITTEN, AS AMENDED OR SUPPLEMENTED FROM TIME TO TIME. INFORMATION CONCERNING
SUCH SECURITY INTEREST MAY BE OBTAINED FROM THE TRUSTEE AT 2917 HIGHWOODS
BOULEVARD, RALEIGH, NORTH CAROLINA 27604, ATTENTION:

CORPORATE TRUST DEPARTMENT
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LOAN AGREEMENT

THIS LOAN AGREEMENT, dated as of April 1, 1996, is made and
entered into by and between CHESTERFIELD COUNTY, SOUTH CAROLINA (the "Issuer"),
a political subdivision duly organized and existing under the Constitution and
laws of the State of South Carolina (the "State"), and CULP, INC. (the
"Company"), a North Carolina corporation;

WITNESSETH:

WHEREAS, the Issuer is a body corporate and politic and a
political subdivision of the State and is authorized pursuant to the Title 4,
Chapter 29 of the Code of Laws of South Carolina, as amended (the "Act"), to
make loans to private persons for the acquisition, construction, and equipping
of manufacturing facilities for industry in Chesterfield County, South Carolina
and to issue its bonds from time to time for such purpose; and

WHEREAS, 1in order to further the purposes of the Act, the
Issuer will issue and sell its Tax-Exempt Adjustable Mode 1Industrial Revenue
Bonds (Culp, Inc. Project) Series 1996 in an aggregate principal amount of
$6,000,000 (the "Bonds"); and

WHEREAS, the proceeds from the sale of Bonds will be used to
make a loan (the "Loan") to the Company to finance, or to reimburse to the
Company, a portion of the cost of the acquisition and installation of equipment
in an existing manufacturing facility in Chesterfield County owned by the
Company (the "Project"); and

WHEREAS, the Issuer intends to issue the Bonds under an
Indenture of Trust dated as of even date herewith between First-Citizens Bank &
Trust Company (the "Trustee") and the Issuer (the "Indenture") and to assign to
the Trustee as security for the Bonds certain of the Issuer's rights under this
Agreement and the Company's Note of even date herewith, in the form attached
hereto as Exhibit C; and

WHEREAS, the 1Issuer and the Company desire to set forth
certain terms and conditions with respect to the issuance of the Bonds;

NOW, THEREFORE, in consideration of the premises and the
mutual covenants hereinafter contained, the parties hereto covenant, agree and
bind themselves as follows;



ARTICLE I
DEFINITIONS AND RULES OF CONSTRUCTION

Section 1.1. Definitions. In addition to the words and terms
elsewhere defined 1in this Agreement, the following words and terms as used
herein shall have the following meanings unless the context or use clearly
indicates another or different meaning or intent, and any other words and terms
defined 1in the Indenture shall have the same meanings when used herein as
assigned in the Indenture unless the context or use clearly indicates another or
different meaning or intent:

"Acquisition", when used with reference to the Project, means
acquisition, construction, installation and equipping.

"Agreement" shall mean this Loan Agreement between the Issuer
and the Company and any modifications, alterations and supplements hereto made
in accordance with the provisions hereof and of the Indenture.

"Bond Documents" means, collectively, the Bonds, this
Agreement, the Note, the Indenture, the Credit Facility, the Credit Agreement,
the Placement Agreement, the Remarketing Agreement and the Offering Memorandum.

"Bond Proceeds" means the principal of the Bonds and any
investment earnings thereon while on deposit in the Initial Fund.

"Company Representative" means any one of the persons at the
time designated to act on behalf of the Company by written certificate furnished
to the Issuer and the Trustee containing the specimen signatures of such persons
and signed on behalf of the Company by the President or any Vice President of
the Company.

"Completion Date" means, with respect to the Project, the date
on which the Company Representative delivers a completion certificate to the
Trustee pursuant to Section 3.3.

"Cost(s) of the Project", "Cost" or "Costs" means all costs
and allowances which the Issuer or the Company may properly pay or accrue for
the Project and which, under generally accepted accounting principles, are
chargeable to the capital account of the Project or could be so charged either
with a proper election to capitalize such costs or, but for a proper election,
to expense such costs, including (without limitation) the following costs:

(a) fees and expenses incurred 1in preparing the plans and
specifications for the Project (including any preliminary study or planning or
any aspect thereof); any 1labor, services, materials and supplies wused or
furnished in site improvement and construction; any equipment for the Project;
and any acquisition necessary to provide wutility services or other services,
including trackage to provide the Project with public transportation
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facilities, roadways, parking lots, water supply, sewage and waste disposal
facilities; and all real and tangible personal property deemed necessary by the
Company and acquired in connection with the Project;

(b) fees for architectural, engineering, supervisory and
consulting services;

(c) any fees and expenses incurred 1in connection with
perfecting and protecting title to the Project and any fees and expenses
incurred in connection with preparing, recording or filing such documents,
instruments or financing statements as either the Company or the Issuer may deem
desirable to perfect or protect the rights of the Issuer or the Trustee under
the Bond Documents;

(d) any legal, accounting or financing advisory fees and
expenses, including, without limitation, fees and expenses of Bond Counsel and
counsel to the Issuer, the Company, the Credit Issuer, the Placement Agent, the
Remarketing Agent or the Trustee, any fees and expenses of the Issuer, Trustee,
Remarketing Agent, Placement Agent, Credit Issuer, Tender Agent, Paying Agent or
any rating agency, filing fees, and printing and engraving costs, incurred in
connection with the authorization, issuance, sale and purchase of the Bonds, and
the preparation of the Bond Documents and all other documents in connection with
the authorization, issuance and sale of the Bonds;

(e) interest to accrue on the Bonds during construction
of the Project;

(f) any administrative or other fees charged by the Issuer or
reimbursement thereto of expenses 1in connection with the Project wuntil the
Completion Date; and

(g) any other costs and expenses relating to the Project which
could constitute costs or expenses for which the Issuer may expend Bond proceeds
under the Act.

"Eminent Domain" means the taking of title to, or the
temporary use of, the Project or any part thereof pursuant to eminent domain or
condemnation proceedings, or by any settlement or compromise of such
proceedings, or any voluntary conveyance of the Project or any part thereof
during the pendency of, or as a result of a threat of, such proceedings.

"Event of Default" shall have the meaning set forth in Section
10.1.

"Governing Body" means the board, commission, council or other
body in which the general legislative powers of the Issuer are vested.

"Issuer Representative" means any one of the persons at the
time designated to act on behalf of the Issuer by written
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certificate furnished to the Company and the Trustee containing the specimen
signatures of such persons and signed on behalf of the Issuer by the Chairman or
Vice Chairman of the Chesterfield County Council.

"Net Proceeds", when used with respect to any proceeds of
insurance or proceeds resulting from Eminent Domain, means the gross proceeds
therefrom less all expenses (including attorneys' fees) incurred in realization
thereof.

"Ooffering Memorandum" means the Preliminary offering
Memorandum and the final Offering Memorandum prepared and used in connection
with the initial placement of the Bonds on the Issue Date.

"Plans and  Specifications" shall mean the plans and
specifications wused in the Acquisition of the Project, as the same may be
revised from time to time by the Company in accordance with Section 3.8.

"Project" means the project more fully described in Exhibit A
hereto, as the same may at any time exist.

"Remarketing Agreement" means the Remarketing and Interest
Services Agreement, dated as of April 1, 1996, between the Company and the
Remarketing Agent.

"Tax Regulations" means the applicable treasury regulations
promulgated wunder the Code or under Section 103 of the Internal Revenue Code of
1954, as amended, whether at the time proposed, temporary, final or otherwise.

Section 1.2. Rules of Construction. Unless the context clearly
indicates to the contrary, the following rules shall apply to the construction
of this Agreement:

(a) Capitalized terms used but not defined in this
Agreement shall have the meaning ascribed to them in the Indenture.

(b) Words importing the singular number shall include
the plural number and vice versa.

(c) The table of contents, captions and headings herein are
solely for convenience of reference only and shall not constitute a part of this
Agreement nor shall they affect its meaning, construction or effect.

(d) Wwords of the masculine gender shall be deemed and
construed to include correlative words of the feminine and neuter genders, and
words of the neuter gender shall be deemed and construed to include correlative
words of the masculine and feminine genders.



(e) All references in this Agreement to particular Articles or
Sections are references to Articles and Sections of this Agreement, wunless
otherwise indicated.

ARTICLE II
REPRESENTATIONS

Section 2.1. Representations by the 1Issuer. The Issuer
represents and warrants as follows:

(a) The Issuer is a duly constituted public body corporate and
politic of the State.

(b) Under the provisions of the Act, the Issuer is authorized
to execute and to enter into this Agreement and to undertake the transactions
contemplated herein and to carry out its obligations hereunder.

(c) The Issuer has all requisite power, authority and legal
right to execute and deliver the Bond Documents to which it is a party and all
other instruments and documents to be executed and delivered by the Issuer
pursuant thereto, to perform and observe the provisions thereof and to carry out
the transactions contemplated by the Bond Documents. All corporate action on the
part of the Issuer which is required for the execution, delivery, performance
and observance by the Issuer of the Bond Documents has been duly authorized and
effectively taken, and such execution, delivery, performance and observation by
the Issuer do not contravene applicable law or any contractual restriction
binding on or affecting the Issuer.

(d) The Issuer has duly approved the issuance of the Bonds and
the loan of the proceeds thereof to the Company for the Acquisition of the
Project; no other authorization or approval or other action by, and no notice to
or filing with, any governmental authority or regulatory body is required as a
condition to the performance by the Issuer of its obligations under any Bond
Documents.

(e) This Agreement is, and each other Bond Document to which
the Issuer is a party when delivered will be, legal valid and binding special
obligations of the Issuer enforceable against the Issuer in accordance with its
terms.

(f) There is no default of the 1Issuer in the payment of the
principal of or interest on any of its indebtedness for borrowed money or under
any instrument or instruments or agreements under and subject to which any
indebtedness for borrowed money has been incurred which does or could affect the
validity and enforceability of the Bond Documents or the ability of the Issuer
to perform its obligations thereunder, and no event has occurred and is
continuing under the provisions of any such instrument or
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agreement which constitutes or, with the lapse of time or the giving of notice,
or both, would constitute such a default.

(g) wWith respect to the Bonds, there are no other obligations
of the Issuer that have been, are being or will be sold (i) at substantially the
same time, (ii) under a common plan of marketing, and (iii) at substantially the
same rate of interest.

(h) There is pending or, to the knowledge of the undersigned
officers of the Issuer, threatened no action or proceeding before any court,
governmental agency or arbitrator (i) to restrain or enjoin the issuance or
delivery of the Bonds or the collection of any revenues pledged under the
Indenture, (ii) in any way contesting or affecting the authority for the
issuance of the Bonds or the validity of any of the Bond Documents, or (iii) in
any way contesting the existence or powers of the Issuer.

(1) In connection with the authorization, issuance and sale of
the Bonds, the Issuer has complied with all provisions of the Constitution and
laws of the State, including the Act.

(j) The Issuer has not assigned or pledged and will not assign
or pledge its interest in this Agreement for any purpose other than to secure
the Bonds under the 1Indenture. The Bonds constitute the only bonds or other
obligations of the Issuer in any manner payable from the revenues to be derived
from this Agreement, and except for the Bonds, no bonds or other obligations
have been or will be issued on the basis of this Agreement.

(k) The Issuer is not in default under any of the provisions
of the laws of the State, where any such default would affect the issuance,
validity or enforceability of the Bonds or the transactions contemplated by this
Agreement or the Indenture.

Section 2.2. Representations by the Company. The Company
represents and warrants as follows:

(a) The Company is a corporation duly incorporated, validly
existing and in good standing under the laws of the state of North Carolina, 1is
in good standing under the laws of the State, and has corporate and other legal
power and authority to enter into and to perform the agreements and covenants on
its part contained in the Bond Documents to which it is a party, and has duly
authorized the execution, delivery and performance of the Bond Documents to
which it is a party and has duly approved the Bond Documents.

(b) The execution and delivery of the Bond Documents to which
it is a party, consummation of the transactions contemplated hereby and thereby
and by the Bond Documents to which it is not a party, and the fulfillment of or
compliance with the terms and conditions hereof and thereof will not conflict
with or constitute a breach of or a default wunder the Company's articles of
incorporation or bylaws or any agreement or instrument to which the
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Company is a party or any existing law, administrative regulation, court order
or consent decree to which the Company is subject, or by which it or any of its
property is bound.

(c) There 1is no action, suit, proceeding, inquiry or
investigation, at law or in equity, before or by any court, public board or
body, pending or threatened against or affecting the Company or any of its
officers, nor to the best knowledge of the Company is there any basis therefor,
wherein an unfavorable decision, ruling or finding would materially adversely
affect the transactions contemplated by this Agreement or that would adversely
affect, 1in any way, the validity or enforceability of any of the Bond Documents
or any other agreement or instrument to which the Company is a party and that is
to be wused or contemplated for use in the consummation of the transactions
contemplated hereby.

(d) No further authorizations, consents or approvals of
governmental bodies or agencies are required in connection with the execution
and delivery by the Company of this Agreement or the other Bond Documents to
which the Company is a party or in connection with the carrying out by the
Company of its obligations under this Agreement or the other Bond Documents to
which the Company is a party.

(e) The financing of the Project as provided under this
Agreement, and commitments therefor made by the Issuer have induced the Company
to expand or locate its operations in the jurisdiction of the Issuer.

(f) The Company anticipates that upon completion of the
Acquisition of the Project, the Company will operate the Project as a "project"
within the meaning of the Act until the Bonds have been paid in full.

(g) The Project is of the type authorized and permitted by the
Act, and the Project is substantially the same in all material respects to that
described in the notice of public hearing published on December 19, 1995.

(h) The Project will be acquired and installed and will be
operated by the Company in such manner as to conform with all applicable zoning,
planning, building, environmental and other regulations of the governmental
authorities having jurisdiction over the Project.

(1) The Company will cause all of the proceeds of the Bonds to
be applied solely to the payment of Costs of the Project.

(j) The Company has taken no action, and has not omitted to
take any action, which action or omission to take action would in any way affect
or impair the excludability of interest on the Bonds from gross income of the
Holders thereof for federal income tax purposes.



(k) The Company presently in good faith estimates the Cost of
the Project to equal or exceed the original principal amount of the Bonds.

(1) The Project will be located wholly within Chesterfield
County, South Carolina.

ARTICLE III
ACQUISITION OF THE PROJECT

Section 3.1. Agreement to Undertake and Complete the Project.
The Company covenants and agrees to undertake and complete the Acquisition of
the Project. Upon written request of the Issuer or the Trustee, the Company
agrees to make available to the Issuer and the Trustee (for review and copying)
all the then current Plans and Specifications for the Project.

The Company agrees to cause the Project to be completed as
soon as may be practicable and to cause all proceeds of the Bonds, including
investment earnings, to be expended no later than three years from the Issue
Date. For Costs of the Project incurred prior to receipt by the Issuer of the
proceeds of the Bonds, the Company agrees to advance all funds necessary for
such purpose. Such advances may be reimbursed from the Initial Fund to the
extent permitted by Section 3.2.

The Company shall obtain or cause to be obtained all necessary
permits and approvals for the Acquisition, operation and maintenance of the
Project.

Section 3.2. Disbursements from the 1Initial Fund. 1In the
Indenture, the Issuer has authorized and directed the Trustee to use the moneys
in the Initial Fund for payment or reimbursement to the Company of the Costs of
the Project.

Each payment for a Cost of the Project shall be made only upon
the receipt by the Trustee and, upon written request therefor, the Issuer of a
requisition and certificate, substantially in the form attached hereto as
Exhibit B and signed by the Company Representative, certifying:

(a) the requisition and certificate number;

(b) the payee, which may be the Issuer or the Trustee for the
payment of the fees and expenses of the Issuer or the Trustee, as the case may
be, and which may be the Company in the case of (i) work performed by the
Company's personnel, or (ii) payments advanced by the Company for the Project;

(c) the amount to be paid;



(d) that the payment is due, is a proper charge against the
Initial Fund, and has not been the basis for any previous withdrawal from the
Initial Fund;

(e) that all funds being requisitioned shall be used in
compliance with the Code and the Tax Regulations promulgated thereunder, and
that substantially all such funds shall be wused for the acquisition,
construction or installation of property of a character subject to the allowance
for depreciation as prescribed by Section 144(a)(1)(A) of the Code and the Tax
Regulations promulgated thereunder. The Company agrees, however, that it will
not request any such disbursement which, if paid, would result in (i) less than
substantially all (at least ninety-five percent (95%)) of the proceeds of the
Bonds being used to provide land or property subject to the allowance for
depreciation under Section 167 of the Code, constituting the Project, (ii) less
than all of the proceeds of the Bonds being used to provide the Project under
the Act, or (iii) the inclusion of the interest on any of the Bonds in the gross
income of any Holder for purposes of federal income taxation (as long as such
Holder is not a "related person" or a "substantial wuser" of the Project as such
terms are used in Section 144 of the Code); and

(f) that no Event of Default, as defined in Section 10.1 of
this Agreement, has occurred which has not been waived and that the Company is
not aware of any then existing event or condition which, with the passage of
time, would constitute an Event of Default under Section 10.1.

Interest on the Bonds and all legal, consulting and issuance
expenses shall be set forth separately in any requisition and certificate
requesting payment therefor. Such requisitions and certificates shall be
consecutively numbered. Upon request, the Company shall furnish the Issuer or
the Trustee with copies of invoices or other appropriate documentation
supporting payments or reimbursements requested pursuant to this Section. The
Issuer and the Trustee may rely conclusively upon any statement made in any such
requisition and certificate.

Section 3.3. Establishment of Completion Date and Certificate
as to Completion. The Completion Date shall be the date on which the Company
Representative signs and delivers to the Trustee a certificate stating that,
except for amounts retained by the Trustee for Costs of the Project not then due
and payable, or the 1liability for which the Company is, in good faith,
contesting or disputing, (a) the Project has been completed to the satisfaction
of the Company, and all labor, services, materials and supplies used in such
Acquisition have been paid for, and (b) the Project is suitable and sufficient
for the efficient operation as a "project" (as defined in the Act).

Notwithstanding the foregoing, such certificate may state that
it is given without prejudice to any rights against third
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parties which exist at the date of such certificate or which may subsequently
come into being.

Section 3.4. Closeout of Initial Fund; Disposition of Balance
in Initial Fund. All moneys and any wunliquidated investments remaining in the
Initial Fund on the Completion Date and after payment in full of the Costs of
the Project (except for costs not then due and payable for the payment of which
the Trustee shall have retained amounts as hereinafter provided) shall, as soon
as practicable after the Completion Date, and no later than ninety days
thereafter, at the direction of the Company, be delivered to the Trustee for
deposit in the Surplus Fund. The Trustee shall, at the direction of the Company
Representative, retain moneys in the Initial Fund for payment of Costs of the
Project not then due and payable. Any balance of such retained funds remaining
after full payment of such Costs of the Project shall at the direction of the
Company be delivered to the Trustee for deposit in the Surplus Fund to be
applied to the redemption of Bonds in accordance with the terms of the
Indenture.

Section 3.5. Company Required to Pay Costs in Event Initial
Fund Insufficient. If the moneys in the Initial Fund available for payment of
the Costs of the Project should not be sufficient to make such payments in full,
the Company agrees to pay directly (or to deposit moneys in the Initial Fund for
the payment of) such costs of completing the Project as may be in excess of the
moneys available therefor in the Initial Fund. THE ISSUER DOES NOT MAKE ANY
WARRANTY OR REPRESENTATION (EITHER EXPRESS OR IMPLIED) THAT THE MONEYS DEPOSITED
INTO THE INITIAL FUND AND AVAILABLE FOR PAYMENT OF THE COSTS OF THE PROJECT,
UNDER THE PROVISIONS OF THIS AGREEMENT, WILL BE SUFFICIENT TO PAY ALL OF THE
COSTS OF THE PROJECT. If, after exhausting the moneys in the Initial Fund for
any reason (including, without 1limitation, losses on investments made by the
Trustee under the Indenture), the Company pays, or deposits moneys in the
Initial Fund for the payment of, any portion of the Costs of the Project
pursuant to the provisions of this Section, the Company shall not be entitled to
any reimbursement therefor from the Issuer or from the Trustee, nor shall it be
entitled to any diminution of the amounts payable under Section 5.2.

Section 3.6. Company and Issuer Representatives and
Successors. At or prior to the initial sale of the Bonds, the Company and the
Issuer shall appoint a Company Representative and an Issuer Representative,
respectively, for the purpose of taking all actions and delivering all
certificates required to be taken and delivered by the Company Representative
and the 1Issuer Representative under the provisions of this Agreement. The
Company and the Issuer, respectively, may appoint alternate Company
Representatives and alternate Issuer Representatives to take any such action or
make any such certificate if the same is not taken or made by the Company
Representative or the Issuer Representative. 1In the event any of such persons,
or any successor appointed pursuant to the provisions of this Section, should
resign or become
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unavailable or unable to take any action or deliver any certificate provided for
in this Agreement, another Company Representative or alternate Company
Representative, or another Issuer Representative or alternate Issuer
Representative, shall thereupon be appointed by the Company or the Issuer,
respectively. If the Company or the Issuer fails to make such designation within
ten (10) days following the date when the then incumbent Company Representative
or Issuer Representative resigns or becomes wunavailable or unable to take any
such actions, the President or any Vice President of the Company, or the
Chairman of the Chesterfield County Council, shall serve as the Company
Representative or the Issuer Representative, respectively.

Whenever the provisions of this Agreement require the
Company's approval or require the Issuer or the Trustee to take some action at
the request or direction of the Company, the Company Representative shall make,
in writing, such approval or such request or direction unless otherwise
specified in this Agreement. The Company shall have no complaint against the
Issuer or the Trustee as a result of any action so taken with the written
approval of or at the written direction of the Company Representative.

Section 3.7. 1Investment of Moneys in Funds. The Trustee may
invest or reinvest any moneys held pursuant to the Indenture to the extent
permitted by Section 4.7 of the Indenture and by law (but subject to the
provisions of Section 8.9(a) hereof), in Permitted Investments, as defined in
the Indenture, as directed by a Company Representative.

Any such securities may be purchased at the offering or market
price thereof at the time of such purchase.

The Trustee may make any and all such investments through its
own bond department or trust investments department. Any interest accruing on or
profit realized from the investment of any moneys held as part of the Initial
Fund shall be credited to the Initial Fund, and any loss resulting from such
investment shall be charged to the Initial Fund. Any interest accruing on or
profit realized from the investment of any moneys held as a part of the Bond
Fund shall be credited to the Bond Fund, and any loss resulting from such
investment shall be charged to the Bond Fund. Neither the Issuer nor the Trustee
shall be liable for any loss resulting from any such investments, provided the
Trustee has performed 1its respective obligations under Section 4.7 of the
Indenture in accordance with Section 7.1(b) of the Indenture. For the purposes
of this Section, any interest-bearing deposits, including certificates of
deposit, issued by or on deposit with the Trustee shall be deemed to be
investments and not deposits.

Section 3.8. Plans and Specifications. The Company shall
maintain a set of Plans and Specifications at the Project which shall be
available to the Issuer and the Trustee for inspection and examination during
the Company's regular business
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hours. The Issuer, the Trustee and the Company agree that the Company may
supplement, amend and add to the Plans and Specifications, and that the Company
shall be authorized to omit or make substitutions for components of the Project,
without the approval of the Issuer and the Trustee, provided that no such change
shall be made which, after giving effect to such change, would cause any of the
representations and warranties set forth in Section 2.2 hereof to be false or
misleading 1in any material respect, or would result in a violation of the
covenant set forth in Section 8.5. If any such change would render materially
incorrect or inaccurate the description of the initial components of the Project
as set forth in Exhibit A to this Agreement, the Company shall deliver to the
Issuer and the Trustee an opinion of Bond Counsel to the effect that such change
will not cause the interest on the Bonds to be includable in the gross income of
the owners thereof for federal income tax purposes, and thereafter, the Company
and the Issuer shall amend such Exhibit A to reflect such change. No approvals
of the Issuer and the Trustee shall be required for the Acquisition of the
Project or for the solicitation, negotiation, award or execution of contracts
relating thereto.

ARTICLE IV
ISSUANCE OF THE BONDS

Section 4.1. Agreement to Issue the Bonds. To provide funds
for the Acquisition of the Project, the Issuer agrees that it will sell, issue
and deliver the Bonds in the aggregate principal amount of $6,000,000 to the
initial purchasers thereof and will cause the proceeds of the Bonds to be
applied as provided in Section 4.5 of the Indenture.

Section 4.2. No Third-Party Beneficiary. It is specifically
agreed between the parties executing this Agreement that it is not intended by
any of the provisions of any part of this Agreement to establish in favor of the
public or any member thereof, other than as expressly provided herein or as
contemplated in the 1Indenture, the rights of a third-party beneficiary
hereunder, or to authorize anyone not a party to this Agreement to maintain a
suit for personal injuries or property damage pursuant to the terms or
provisions of this Agreement. The duties, obligations and responsibilities of
the parties to this Agreement with respect to third parties shall remain as
imposed by law.

ARTICLE V
LOAN; PAYMENT PROVISIONS
Section 5.1. Loan of Proceeds. The Issuer agrees, upon the
terms and conditions contained in this Agreement and the Indenture, to lend to

the Company the proceeds received by the
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Issuer from the sale of the Bonds. The loan shall be made by depositing the
accrued interest, if any, from the initial sale of the Bonds into the Bond Fund
and the remainder of said proceeds in the 1Initial Fund in accordance with
Section 4.5 of the Indenture. Such proceeds shall be disbursed to or on behalf
of the Company as provided in Section 3.2. The Company's obligation to repay the
loan shall be evidenced by a Promissory Note, the form of which is attached
hereto as Exhibit C, dated the Issue Date.

Section 5.2. Amounts Payable. The Company hereby agrees to pay
the Note and repay the loan made pursuant to this Agreement by making the
following payments:

(a) The Company shall pay to the Trustee in immediately
available funds for the account of the Issuer for deposit into the Bond Fund on
or before any Interest Payment Date for the Bonds or any other date that any
payment of interest, premium, if any, or principal is required to be made in
respect of the Bonds pursuant to the Indenture, until the principal of, premium,
if any, and interest on the Bonds shall have been fully paid or provision for
the payment thereof shall have been made in accordance with the Indenture, a sum
which, together with any Eligible Funds available for such payment in the Bond
Fund, will -enable the Trustee to pay the amount payable on such date as
principal of (whether at maturity or upon redemption or acceleration or
otherwise), premium, if any, and interest on the Bonds as provided in the
Indenture; provided, however, that the obligation of the Company to make any
payment hereunder shall be deemed satisfied and discharged to the extent of the
corresponding payment made by the Credit Issuer under the Credit Facility.

It is wunderstood and agreed that the Note and all payments
payable by the Company under this subsection are assigned by the Issuer to the
Trustee for the benefit of the Holders. The Company assents to such assignment.
The Issuer hereby directs the Company and the Company hereby agrees to pay to
the Trustee at the principal corporate trust office of the Trustee all payments
payable by the Company pursuant to the Note and this subsection.

(b) The Company will also pay the reasonable fees and expenses
of the Issuer, the Trustee, the Tender Agent, the Paying Agent, the Placement
Agent, the Remarketing Agent and the Registrar under the Indenture and all other
amounts which may be payable to the Trustee, Paying Agent, Registrar or the
Tender Agent under Section 7.2 of the 1Indenture, and the reasonable fees and
expenses of the Remarketing Agent, such fees and expenses to be paid when due
and payable by the Company directly to the Trustee, Tender Agent, Paying Agent,
Registrar and Remarketing Agent, respectively, for their own account.

(c) The Company will also pay when due and payable the
reasonable fees and expenses of the Issuer related to the issuance of the Bonds,
including without limitation, attorneys' fees and expenses.
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(d) The Company covenants, for the benefit of the Holders, to
pay or cause to be paid, to the Paying Agent, such amounts as shall be necessary
to enable the Paying Agent to pay the Purchase Price of Bonds delivered to the
Tender Agent or the Remarketing Agent, as the case may be, for purchase, all as
more particularly described in Section 2.6 of the Indenture; provided, however,
that the obligation of the Company to make any such payment wunder this
subsection shall be reduced by the amount of moneys available for such payment
described in Section 2.6(g)(i) and (ii) of the Indenture; and provided, further,
that the obligation of the Company to make any payment under this subsection
shall be deemed to be satisfied and discharged to the extent of the
corresponding payment made by the Credit Issuer under the Credit Facility.

(e) In the event the Company shall fail to make any of the
payments required in this Section, the item or installment so in default shall
continue as an obligation of the Company until the amount in default shall have
been fully paid.

Section 5.3. Unconditional Obligations. The obligation of the
Company to make the payments required by Section 5.2 shall be absolute and
unconditional. The Company shall pay all such amounts without abatement,
diminution or deduction (whether for taxes or otherwise) regardless of any cause
or circumstance whatsoever including, without limitation, any defense, set-off,
recoupment or counterclaim that the Company may have or assert against the
Issuer, the Trustee or any other Person.

Section 5.4. Prepayments. The Company may prepay all or any
part of the amounts required to be paid by it under Section 5.2, at the times
and in the amounts provided in Article XI for redemption of the Bonds, and in
the case of mandatory redemptions of the Bonds, the Company shall cause to be
furnished to the Issuer such amounts on or prior to the applicable redemption
dates. Prepayment of amounts due hereunder pursuant to this Section shall be
deposited in the Bond Fund.

Section 5.5. Credits Against Payments. To the extent that
principal of or premium, 1if any, or interest on the Bonds shall be paid, there
shall be credited against payments required by Section 5.2, an amount equal to
the principal of or premium, if any, or interest on the Bonds so paid. If the
principal of and premium, if any, and interest on the Bonds shall have been paid
sufficiently that payment of the Bonds shall have occurred in accordance with
Article V of the 1Indenture, then the obligations of the Company pursuant to
Section 5.2, ipso facto, shall be deemed to have been paid in full, and the
Company's obligations under Section 5.2 and this Agreement shall be discharged.
Notwithstanding the foregoing to the extent that principal of or premium, if
any, or interest on the Bonds is paid from drawings under the Credit Facility,
there shall be credited against the unpaid loan payments required by Section 5.2
hereof, an amount
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equal to the principal of or premium, if any, or interest on the Bonds so paid.

Section 5.6. Credit Facility and Alternate Credit Facility.
The Company shall provide for the payment of amounts payable pursuant to Section
5.2(a) and (d) herein, by the delivery to the Trustee on the Issue Date of the
Original Credit Facility. The Company shall be entitled to terminate the Credit
Facility as provided therein and in the 1Indenture and shall be entitled to
provide an Alternate Credit Facility under certain circumstances as provided in
the Indenture.

Section 5.7. Interest Rate Determination Method. The Company
is hereby granted the right to designate from time to time changes in the
Interest Rate Determination Method (as defined in the Indenture) in the manner
and to the extent set forth in Section 2.4 of the Indenture.

Section 5.8. Company Approval of Indenture. A copy of the
Indenture has been submitted to the Company for its examination and review. By
its execution of this Agreement, the Company acknowledges that it has approved,
has agreed to and is bound by the provisions of the 1Indenture. The Company
agrees that the Trustee shall be entitled to enforce and to benefit from the
terms and conditions of this Agreement that relate to it notwithstanding the
fact that it is not a signatory hereto.

ARTICLE VI
MAINTENANCE AND TAXES

Section 6.1. Company's Obligations to Maintain and Repair. The
Company agrees that during the term of this Agreement it will keep and maintain
the Project in good condition, repair and working order, ordinary wear and tear
excepted, at its own cost, and will make or cause to be made from time to time
all necessary repairs thereto (including external and structural repairs) and
renewals and replacements thereto.

Section 6.2. Taxes and Other Charges. The Company will
promptly pay and discharge or cause to be promptly paid and discharged, as the
same become due, all taxes, assessments, governmental charges or levies and all
utility and other charges incurred in the operation, maintenance, use, occupancy
and upkeep of the Project imposed wupon it or in respect of the Project before
the same shall become in default, as well as all lawful claims which, if unpaid,
might become a lien or charge upon such property and assets or any part thereof,
except such that are contested in good faith by the Company for which the
Company has maintained adequate reserves satisfactory to the Credit Issuer, or
in the absence of any Credit Issuer, satisfactory to the Issuer and the Trustee.
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ARTICLE VII
INSURANCE, EMINENT DOMAIN AND DAMAGE AND DESTRUCTION

Section 7.1. Insurance. The Company will during the term of
this Agreement and at all times while any Bonds are outstanding continuously
insure the Project against such risks as are customarily insured against by
businesses of like size and type, paying as the same become due all premiums in
respect thereof. In addition the Company shall comply, or cause compliance, with
applicable worker's compensation laws of the State.

Section 7.2. Provisions Respecting Eminent Domain. In case of
any damage to or destruction of all or any part of the Project exceeding
$50,000, the Company shall give prompt written notice thereof to the Issuer and
the Trustee. In case of a taking or proposed taking of all or any part of the
Project or any right therein by Eminent Domain, the party upon which notice of
such taking is served shall give prompt written notice to the other and to the
Trustee. Each such notice shall describe generally the nature and extent of such
damage, destruction, taking, loss, proceedings or negotiations.

Section 7.3. Damage and Destruction. If at any time while any
of the Bonds are Outstanding, the Project, or any portion thereof, shall be
damaged or destroyed by fire, flood, windstorm or other casualty, or title to,
or the temporary use of, the Project, or any portion thereof, shall have been
taken by the power of Eminent Domain, the Company (unless it shall have
exercised its option to prepay all of the Bonds) shall cause the Net Proceeds
from insurance or condemnation or an amount equal thereto to be used for the
repair, reconstruction, restoration or improvement of the Project.
Notwithstanding the above, so long as the Credit Facility is outstanding, the
Company shall comply with the terms of the Credit Agreement related to the use
of insurance proceeds.

ARTICLE VIII
SPECIAL COVENANTS

Section 8.1. Access to the Property and Inspection. The Issuer
and the Trustee, and their respective agents and employees, shall have the
right, at all reasonable times during normal business hours of the Company upon
the furnishing of reasonable notice to the Company under the circumstances, to
enter upon and examine and inspect the Project and to examine and copy the books
and records of the Company insofar as such books and records relate to the
Project or the Bond Documents.

Section 8.2. Financial Statements. The Company shall, upon
request, deliver to the Trustee and the Issuer as soon as practicable and in any
event within 120 days after the end of each
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fiscal year of the Company, the financial reports of the Company for such fiscal
year.
Section 8.3. Further Assurances and Corrective Instruments.

(a) Subject to the provisions of the Indenture, the Issuer and
the Company agree that they will, from time to time, execute, acknowledge and
deliver, or cause to be executed, acknowledged and delivered, such supplements
and amendments hereto and such further instruments as may reasonably be required
for carrying out the intention or facilitating the performance of this
Agreement.

(b) The Company shall cause this Agreement to be kept recorded
and filed in such manner and in such places as may be required by law to fully
preserve and protect the security of the Holders and the rights of the Trustee
and to perfect the security interest created by the Indenture.

Section 8.4. Recording and Filing; Other Instruments.

(a) The Company covenants that it will cause continuation
statements to be filed as required by law in order fully to preserve and to
protect the rights of the Trustee or the Issuer in the assignment of certain
rights of the Issuer under this Agreement and otherwise under the Indenture. The
Company covenants that it will cause Counsel to render an opinion to the Issuer
and to the Trustee not earlier than 60 nor later than 30 days prior to each
anniversary date occurring at five-year intervals after the issuance of the
Bonds to the effect that all Financing Statements, notices and other instruments
required by applicable 1law, including this Agreement, have been recorded or
filed or re-recorded or refiled in such manner and in such places required by
law in order to fully preserve and protect the rights of the Trustee in the
assignment of certain rights of the Issuer under this Agreement and otherwise
under the Indenture.

(b) The Company and the Issuer shall execute and deliver all
instruments and shall furnish all information and evidence deemed necessary or
advisable in order to enable the Company to fulfill its obligations as provided
in subsection (a) of this Section. The Company shall file and re-file and record
and rerecord or shall cause to be filed and re-filed and recorded and rerecorded
all instruments required to be filed and re-filed and recorded or re-recorded
and shall continue or cause to be continued the liens of such instruments for so
long as any of the Bonds shall be Outstanding.

Section 8.5. Exclusion from Gross Income for Federal Income
Tax Purposes of Interest on the Bonds. The Company covenants and agrees that it
has not taken and will not take or cause to be taken, and has not omitted and
will not omit or cause to be omitted, any action which results in interest paid
on the
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Bonds being included in gross income of the Holders of the Bonds for the
purposes of federal income taxation.

The Company covenants and agrees that it will take or cause to
be taken all required actions necessary to preserve the exclusion from gross
income for federal income tax purposes of interest on the Bonds; and the Issuer
covenants and agrees that it will take or cause to be taken all required actions
to preserve the exclusion from gross income for federal income tax purposes of
interest on the Bonds.

Section 8.6. Indemnity Against Claims. The Company will pay
and discharge and will indemnify and hold harmless the Issuer and the Trustee
from any taxes, assessments, impositions and other charges in respect of the
Project. If any such claim is asserted, or any such 1lien or charge upon
payments, or any such taxes, assessments, impositions or other charges, are
sought to be imposed, the Issuer will give prompt written notice to the Company
and the Trustee; provided, however, that the failure to provide such notice will
not relieve the Company of the Company's obligations and liability under this
Section and will not give rise to any claim against or liability of the Issuer.
The Company shall have the sole right and duty to assume, and shall assume, the
defense thereof, with counsel acceptable to the person on behalf of which the
Company undertakes a defense, with full power to litigate, compromise or settle
the same in its sole discretion.

Section 8.7. Release and Indemnification. The Company shall at
all times protect, indemnify and hold the Issuer, the members of the Governing
Body, and the attorneys, agents and employees of the Issuer and the Trustee and
its officers, attorneys, agents and employees harmless against any and all
liability, losses, damages, costs, expenses, taxes, causes of action, suits,
claims, demands and judgments of any nature arising from or in connection with
the Project or the financing of the Project, including, without limitation, all
claims or liability resulting from, arising out of or in connection with the
acceptance or administration of the Bond Documents or the trusts thereunder or
the performance of duties under the Bond Documents or any loss or damage to
property or any injury to or death of any person that may be occasioned by any
cause whatsoever pertaining to the Project or the use thereof, including without
limitation any lease thereof or assignment of its interest in this Agreement,
such indemnification to include the reasonable costs and expenses of defending
itself or investigating any claim of liability and other reasonable expenses and
attorneys' fees incurred by the Issuer, 1its directors, members, officers,
attorneys, agents and employees and the Trustee and its officers, attorneys,
agents and employees in connection therewith, provided that the benefits of this
Section shall not inure to any person other than the Issuer, its directors,
members, officers, attorneys, agents and employees and the Trustee and its
officers, attorneys, agents and employees, and provided further that such loss,
damage, death, injury, claims, demands or causes shall not have resulted from
the gross negligence or willful misconduct of,
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the Issuer or such directors, member, officer, attorneys, agent or employee or
the Trustee or its officers, attorneys, agents or employees. The obligations of
the Company under this Section shall survive the termination of this Agreement
and the Indenture. Notwithstanding any other provision of this Agreement or the
Indenture to the contrary, the Company agrees (i) not to assert any claim or
institute any action or suit against the Trustee or its employees arising from
or in connection with any investment of funds made by the Trustee in good faith
as directed by a Company Representative, and (ii) to indemnify and hold the
Trustee and its employees harmless against any liability, losses, damages,
costs, expenses, causes of action, suits, claims, demands and judgment of any
nature arising from or in connection with any such investment.

Section 8.8. Compliance with Laws. The Company agrees to
comply with all applicable zoning, planning, building, environmental and other
regulations of the governmental authorities having jurisdiction of the Project
during the Company's operation of the Project.

Section 8.9. Non-Arbitrage Covenant.

(a) The Company and the Issuer covenant that they will (i) not
take any action or make any investment or use of the proceeds of the Bonds that
would cause the Bonds to be "arbitrage bonds" within the meaning of Section 148
of the Code and (ii) comply with the requirements of Section 148 of the Code.

(b) In the event that all of the proceeds of the Bonds,
including the investment proceeds thereof, are not expended by the date which is
six (6) months following the Issue Date, or if for any other reason a rebate is
payable to the United States pursuant to Section 148 of the Code, the Company
shall calculate, or cause to be calculated, the Rebate Amount (as defined in the
Indenture). The Company agrees to pay the amount so calculated, together with
supporting documentation, to the Trustee so as to permit the Trustee to pay such
rebate to the United States at the times required by the Code. The amount paid
by the Company to the Trustee shall be deposited into the Rebate Fund. The
Company shall maintain or cause to be maintained records of the determinations
of the rebate, if any, pursuant to this Section until six (6) years after the
retirement of the Bonds. This Section shall be construed in accordance with
Section 148(f) of the Code, including, without limitation, any applicable tax
regulations promulgated under the Code. Nothing contained in this Agreement or
in the Indenture shall be interpreted or construed to require the Issuer to pay
any applicable rebate, such obligation being the sole responsibility of the
Company.

Section 8.10. Notice of Determination of Taxability. Promptly
after the Company first becomes aware of any Determination of Taxability or an
event that could trigger a Determination of Taxability, the Company shall give
written notice thereof to the Issuer, the Remarketing Agent and the Trustee.
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Section 8.11. No Purchase of Bonds by Company or Issuer.
During the time a Credit Facility is in effect neither the Company, the Issuer
nor any affiliates of any of them shall purchase any of the Bonds from the
Remarketing Agent except under the circumstances under which the Remarketing
Agent may remarket Bonds to the Company or the Issuer as provided in Section
2.7(d) of the Indenture.

Section 8.12. Maintenance of Corporate Existence.

So long as a Credit Facility is in effect the Company agrees
that it will maintain its corporate existence, will not dissolve or otherwise
dispose of all or substantially all of its assets and will not consolidate with
or merge into another corporation or permit one or more other corporations to
consolidate with or merge into it, except either with the consent of the Credit
Issuer or as provided in the original Credit Agreement; if a Credit Facility is
not in effect, the Company agrees that it will continue to be a corporation
either organized under the laws of or duly qualified to do business as a foreign
corporation 1in the State, will maintain its corporate existence, will not
dissolve or otherwise dispose of all or substantially all of its assets and will
not consolidate with or merge into another corporation or permit one or more
corporations to consolidate with or merge into it; provided, that the Company
may, without violating the foregoing, consolidate with or merge into another
corporation, or permit one or more corporations to consolidate with or merge
into it, or transfer all or substantially all of its assets to another such
corporation (and thereafter dissolve or not dissolve, as the Company may elect)
if the corporation surviving such merger or resulting from such consolidation,
or the corporation to which all or substantially all of the assets of the
Company are transferred, as the case may be:

(1) is a corporation organized under the laws of the United
States of America, or any state, district or territory thereof, and qualified to
do business in the State;

(ii) shall expressly in writing assume all of the obligations
of the Company contained in this Agreement;

(iii) has a consolidated tangible net worth (after giving
effect to such consolidation, merger or transfer) of not less than the
consolidated tangible net worth of the Company and its consolidated subsidiaries
immediately prior to such consolidation, merger or transfer; and

(iv) provided that no Event of Default has occurred and
is continuing hereunder.

The term "consolidated tangible net worth," as used in this Section, shall mean
the difference obtained by subtracting total consolidated liabilities (not
including as a liability any capital or surplus item) from total consolidated
tangible assets of the Company and all of its consolidated subsidiaries,
computed in
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accordance with generally accepted accounting principles. Prior to any such
consolidation, merger or transfer the Trustee shall be furnished a certificate
from the chief financial officer of the Company or his/her deputy stating that
in the opinion of such officer none of the covenants in this Agreement will be
violated as a result of said consolidation, merger or transfer.

Section 8.13. Duties and Obligations. The Company covenants
and agrees that it will fully and faithfully perform all the duties and
obligations that the Issuer has covenanted and agreed in the Indenture to cause
the Company to perform and any duties and obligations that the Company is
required in the Indenture to perform. The foregoing shall not apply to any duty
or undertaking of the Issuer that by its nature cannot be delegated or assigned.

Section 8.14. Undertaking to Provide Continuing Disclosure.
The Issuer covenant to comply with Section 11-2-85 of the Code of Laws of South
Carolina, 1976, as amended. The Company covenants to furnish all information
requested by the Issuer to comply with such Section. Notwithstanding any
provisions in the Indenture to the contrary, no conversion to a Money Market
Rate or a Long-Term Rate shall be permitted unless the Trustee, the Issuer and
the Remarketing Agent shall have received, at least two (2) Business Days prior
to the proposed Conversion Date, a copy of a continuing disclosure agreement
imposing upon the Company, the Trustee or any other responsible party to comply
with the regulations of SEC Rule 15c-12, as it may be amended or supplemented
from time to time, with respect to the Bonds, together with such disclosure
documents as the Remarketing Agent shall require in order to comply with such
Rule.

ARTICLE IX
ASSIGNMENT, LEASE AND SALE

Section 9.1. Restrictions on Transfer of Issuer's Rights. The
Issuer agrees that, except for the assignment of its rights under this Agreement
to the Trustee pursuant to the Indenture, it will not during the term of this
Agreement sell, assign, transfer or convey its interests in this Agreement
except as provided in Section 9.2.

Section 9.2. Assignment by the Issuer. It is understood,
agreed and acknowledged that the 1Issuer, as security for payment of the
principal of and premium, if any, and interest on the Bonds, will assign to the
Trustee pursuant to the Indenture, among other things, certain of its rights,
title and interests in and to this Agreement (reserving its rights, however,
pursuant to sections of this Agreement providing that notices, reports and other
statements be given to the Issuer and that consents be obtained from the Issuer
and also reserving its rights to reimbursement and payment of costs and expenses
under Sections
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5.2(b) and (c), its right of access wunder Section 8.1, and its rights to
indemnification and non-liability under Sections 8.6, 8.7, 12.6 and 12.7, all of
this Agreement). The Company consents to such assignment and agrees that the
Trustee shall be entitled to enforce this Agreement directly against the Company
as a third party beneficiary hereof.

Section 9.3. Assignment, Lease or Sale of Project or
Assignment of Agreement by Company. With the prior written consent of the
Trustee, the Issuer and if a Credit Facility is then in effect, the issuer of
such Credit Facility (a) the rights of the Company under this Agreement may be
assigned by the Company and (b) the Project may be leased or sold as a whole or
in part by the Company; provided, however, that (i) no such assignment, lease or
sale shall relieve the Company from primary liability for any of its obligations
hereunder, and in the event of any assignment, lease or sale, the Company shall
continue to remain primarily liable for payments to be made pursuant to the Note
and hereunder and for the performance and observance of the other agreements on
its part herein provided to be performed and observed by it to the same extent
as though no assignment, lease or sale had been made, (ii) each lessee,
purchaser or assignee of the Company's interest in this Agreement shall assume
the obligations of the Company hereunder to the extent of the interest assigned,
leased or sold, and the Company shall, not more than 60 nor less than 30 days
prior to the effective date of any such assignment, lease or sale, furnish or
cause to be furnished to the Issuer and the Trustee a true and complete copy of
each such assignment, lease or purchase contract and assumption of obligations
and (iii) prior to any lease or sale, the Company shall have caused to be
delivered to the Issuer and the Trustee an opinion of Bond Counsel to the effect
that such leasing or sale will not cause interest on the Bonds to be includable
in the gross income of the owners thereof for purposes of federal income
taxation.

ARTICLE X

EVENTS OF DEFAULT AND REMEDIES

Section 10.1. Events of Default Defined. The term "Event of
Default" shall mean any one or more of the following events:

(a) Failure by the Company to make any payments required to be
paid pursuant to Section 5.2(a) or to pay the Purchase Price of Bonds as
required pursuant to Section 5.2(d) herein;

(b) The occurrence of an Event of Default under the Indenture;

(c) Any representation by or on behalf of the Company
contained in this Agreement or in any instrument furnished in compliance with or
in reference to this Agreement or the Indenture
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proves false or misleading in any material respect as of the date of the making
or furnishing thereof;

(d) Failure by the Company to observe or perform any of its
other covenants, conditions, payments or agreements under this Agreement for a
period of 30 days after written notice, specifying such failure and requesting
that it be remedied, is given to the Company by the Issuer or the Trustee;

(e) The Company shall (i) apply for or consent to the
appointment of, or the taking of possession by, a receiver, custodian, assignee,
sequestrator, trustee, liquidator or similar official of the Company or of all
or a substantial part of its property, (ii) admit in writing its inability, or
be generally unable, to pay its debts as such debts become due, (iii) make a
general assignment for the benefit of its creditors, (iv) commence a voluntary
case under the Federal Bankruptcy Code (as now or hereafter in effect), (v) file
a petition seeking to take advantage of any other federal or state law relating
to bankruptcy, insolvency, reorganization, arrangement, winding-up or
composition or adjustment of debts, (vi) fail to controvert in a timely or
appropriate manner, or acquiesce in writing to, any petition filed against the
Company in an involuntary case under said Federal Bankruptcy Code, or (vii) take
any corporate action for the purpose of effecting any of the foregoing;

(f) A proceeding or case shall be commenced, without the
application or consent of the Company, in any court of competent jurisdiction,

seeking (i) the liquidation, reorganization, arrangement, dissolution,
winding-up or composition or adjustment of debts of the Company, (ii) the
appointment of a trustee, receiver, custodian, assignee, sequestrator,

liquidator or similar official of the Company or of all or any substantial part
of its assets, or (iii) similar relief in respect of the Company under any law
relating to bankruptcy, insolvency, reorganization, arrangement, winding-up or
composition or adjustment of debts and such proceeding or case shall continue
undismissed, or an order, judgment or decree approving or ordering any of the
foregoing shall be entered and continue unstayed and in effect, for a period of
90 days from the commencement of such proceeding or case or the date of such
order, judgment or decree, or an order for relief against the Company shall be
entered in an involuntary case under said Federal Bankruptcy Code;

(g) If a Credit Facility is in effect, the Trustee shall have
received a written notice from the Credit Issuer of the occurrence and
continuance of an "Event of Default" (as defined in the Credit Agreement); or

(h) If a Credit Facility is in effect, the Trustee shall have
received a written notice from the Credit Issuer that amounts which may be drawn
upon under the Credit Facility with respect to interest (other than interest
corresponding to the principal amount
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of Bonds which have been redeemed) will not be reinstated following any drawing
for such interest.

Section 10.2. Remedies on Default. Upon the occurrence of an
Event of Default under this Agreement, the Trustee, as assignee of the Issuer,
but only if acceleration of the principal amount of the Bonds has been declared
pursuant to Section 6.2 of the 1Indenture, shall take any one or more of the
following remedial steps:

(a) By written notice declare all payments hereunder
immediately due and payable, whereupon the same shall become immediately due and
payable without presentment, demand, protest or any other notice whatsoever, all
of which are hereby expressly waived by the Company.

(b) Take whatever other action at law or in equity may appear
necessary or desirable to collect the amounts payable pursuant hereto then due
and thereafter to become due or to enforce the performance and observance of any
obligation, agreement or covenant of the Company under this Agreement, including
the making of any drawing under the Credit Facility.

In the enforcement of the remedies provided in this Section,
the Issuer and the Trustee may treat all reasonable expenses of enforcement,
including, without limitation, 1legal, accounting and advertising fees and
expenses, as additional amounts payable by the Company then due and owing.

Section 10.3. Application of Amounts Realized in Enforcement
of Remedies. Any amounts collected pursuant to action taken under Section 10.2
shall be paid to the Trustee and applied in accordance with Section 6.7 of the
Indenture.

Section 10.4. No Remedy Exclusive. No remedy herein conferred
upon or reserved to the Issuer 1is intended to be exclusive of any other
available remedy or remedies, but each and every such remedy shall be cumulative
and shall be in addition to every other remedy given under this Agreement or now
or hereafter existing at law or in equity or by statute. No delay or omission to
exercise any right or power accruing upon an Event of Default under this
Agreement shall impair any such right or power or shall be construed to be a
waiver thereof, but any such right and power may be exercised from time to time
and as often as may be deemed expedient.

Section 10.5. Agreement to Pay Attorneys' Fees and Expenses.
Upon the occurrence of an Event of Default under this Agreement, if the Issuer
or the Trustee employs attorneys or incurs other expenses for the collection of
amounts payable hereunder or for the -enforcement of the performance or
observance of any covenants or agreements on the part of the Company herein
contained, whether or not suit is commenced, the Company agrees that it will on
demand therefor pay to the Issuer or the Trustee or
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any combination thereof, as the case may be, the reasonable fees of such
attorneys and such other reasonable expenses so incurred by the Issuer or the
Trustee.

Section 10.6. 1Issuer and Company to Give Notice of Default.
The Issuer and the Company severally covenant that they will, at the expense of
the Company, promptly give to the Trustee, the Tender Agent, the Remarketing
Agent, the Paying Agent and the Credit Issuer, and to each other, written notice
of any Event of Default under this Agreement of which they shall have actual
knowledge or written notice, but the Issuer shall not be liable for failing to
give such notice.

ARTICLE XI
PREPAYMENTS; PURCHASE OF BONDS
Section 11.1. Optional Prepayments.

(a) The Company shall have, and is hereby granted, the option
to prepay the unpaid principal amount hereunder and under the Note in whole,
together with interest thereon to the date of redemption of the Bonds, at any
time by taking, or causing the Issuer to take, the actions required by the
Indenture for the redemption of all Bonds then outstanding, upon the occurrence
of any of the events set forth in Section 2.18(b) of the Indenture.

(b) The Company shall have, and is hereby granted, the option
to prepay all or any portion of the unpaid balance hereunder and under the Note,
together with interest thereon to the date of redemption of the Bonds, at any
time by taking, or causing the Issuer to take, the actions required by the
Indenture (i) to discharge the lien thereof through the redemption, or provision
for payment of redemption of all Bonds then outstanding or (ii) to effect the
redemption, or provision for payment or redemption, of less than all Bonds then
outstanding, pursuant to Section 2.18(a) of the Indenture.

(c) To make a prepayment pursuant to this Section, the Company
shall give written notice to the Issuer, the Trustee and the Registrar which
shall specify therein (i) the date of the intended prepayment, which shall not
be less than 45 days from the date any Bonds are to be redeemed from such
prepayment, and (ii) the principal amount to be prepaid and the date or dates on
which the prepayment is to occur. All such prepayments shall be in the amount of
the unpaid amount hereunder and under the Note if made pursuant to Section
11.1(a) or in the amount of an Authorized Denomination if made pursuant to
Section 11.1(b) and the Company shall furnish additional funds, if necessary, to
make such prepayments in such amounts. In addition, the Company shall make such
additional payments as shall be necessary to pay any redemption premium on the
Bonds in connection with such redemption.
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Section 11.2. Mandatory Prepayment Upon a Determination of
Taxability. 1In the event of a Determination of Taxability, the Company shall
forthwith, and in any event within 45 days of any such Determination of
Taxability, pay the entire unpaid principal balance hereunder and under the Note
plus accrued interest thereon to the date of payment, provided, that, if the
Company delivers to the Trustee the opinion of Bond Counsel described in Section
2.18(c) of the 1Indenture, which opinion states that interest on the Bonds will
not be includable in the gross income of the owners thereof if less than all of
the Bonds are redeemed, then the Company shall prepay the Loan in the amount
necessary to redeem the amount of Bonds stated in such opinion.

The Company hereby agrees to give prompt written notice to the
Issuer and the Trustee of (a) the occurrence of an event that gives or may give
rise to a Determination of Taxability or (b) its receipt of any oral or written
advice from the Internal Revenue Service that an event giving rise to a
Determination of Taxability shall have occurred.

Section 11.3. Optional Purchase of Bonds. Subject to the terms
of the 1Indenture regarding the use of Eligible Funds, the Company may at any
time, and from time to time, furnish moneys to the Tender Agent accompanied by a
notice directing such moneys to be applied to the purchase of Bonds delivered
for purchase pursuant to the terms thereof, which Bonds shall be delivered to
the Trustee for cancellation in accordance with Section 2.8 of the Indenture.
The Company shall deliver to the Remarketing Agent and the Credit Issuer a copy
of any such notice.

Section 11.4. Relative Priorities. The obligations of the
Company under Section 11.2 shall be and remain superior to the rights,
obligations and options of the Company under Section 11.1.

Section 11.5. Prepayment to Include Fees and Expenses. Any
prepayment under this Article shall also include any expenses of prepayment, as
well as all expenses and costs provided for herein.

Section 11.6. Purchase of Bonds.

(a) In consideration of the issuance of the Bonds by the
Issuer, but for the benefit of the Holders, the Company has agreed, and does
hereby covenant, to cause the necessary arrangements to be made and to be
thereafter continued whereby the Holders from time to time may deliver, or may
be required to deliver Bonds for purchase and whereby such Bonds shall be so
purchased. 1In furtherance of the foregoing covenant of the Company, the Issuer,
at the request of the Company, has set forth in the Bonds the terms and
conditions relating to the delivery of Bonds by the Holders thereof for
purchase, has set forth in the Indenture the duties and responsibilities of the
Tender Agent with respect to the purchase of Bonds, and of the Remarketing Agent
with respect to the remarketing of Bonds and has therein provided for the
appointment
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of the Tender Agent and Remarketing Agent. The Company hereby authorizes and
directs the Tender Agent and the Remarketing Agent to purchase, offer, sell and
deliver Bonds in accordance with the provisions of the Indenture.

wWithout limiting the generality of the foregoing covenant of
the Company, and in consideration of the Issuer's having set forth in the Bonds
and the Indenture the aforesaid provisions, the Company covenants, for the
benefit of the Holders, to provide for arrangements to pay, or cause to be paid,
such amounts as shall be necessary to effect the payment of the Purchase Price
of Bonds delivered for purchase, all as more particularly described in the
Indenture.

(b) Notwithstanding the provisions of subsection (a) of this
Section, the obligations of the Company under subsection (a) of this Section
with respect to the purchase of Bonds shall be terminated on the date the Bonds
begin to bear interest at the Fixed Rate in accordance with the Indenture.

(c) In furtherance of the obligations of the Company under
subsection (a) of this Section, the Company shall provide for the payment of its
obligations wunder said subsection (a) by the delivery of the Original Credit
Facility simultaneously with the original delivery of the Bonds. 1In order to
implement such undertaking of the Company, the Issuer, at the direction of the
Company, has set forth in the Indenture the terms and conditions relating to
drawings under the Credit Facility to provide moneys for the purchase of Bonds.
The Company hereby authorizes and directs the Trustee to draw moneys under the
Credit Facility in accordance with the provisions of the Indenture to the extent
necessary to provide moneys payable under Section 2.7 of the Indenture if and
when due.

(d) The Issuer shall have no obligation or responsibility,
financial or otherwise, with respect to the purchase of Bonds or the making or
continuation of arrangements therefor other than as expressly set forth in
subsection (a) of this Section, except that the Issuer shall generally cooperate
with the Company, the Tender Agent and the Remarketing Agent as contemplated in
Section 2.7 of the Indenture.

ARTICLE XII
MISCELLANEOUS

Section 12.1. Amounts Remaining in Funds. Subject to the
provisions of Article V of the 1Indenture and as provided in Article IV of the
Indenture, it is agreed by the parties hereto that amounts remaining in the Bond
Fund, Initial Fund or Bond Purchase Fund upon expiration or earlier termination
of this Agreement, as provided in this Agreement, after payment in full of the
Bonds (or provision for payment thereof having been made in
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accordance with the provisions of the 1Indenture) and all other amounts owing
under the Indenture, shall be paid to the Credit Issuer (if a Credit Facility is
in effect and there is any amount then owing by the Company to the Credit
Issuer) and otherwise shall belong to and be paid to the Company by the Trustee.

Section 12.2. No Implied Waiver. In the event any provision of
this Agreement should be breached by either party and thereafter waived by the
other party, such waiver shall be limited to the particular breach so waived and
shall not be deemed to waive any other breach thereunder or hereunder.

Section 12.3. 1Issuer Representative. Whenever under the
provisions of this Agreement the approval of the Issuer is required or the
Issuer is required to take some action at the request of the Company, such
approval shall be made or such action shall be taken by the Issuer
Representative; and the Company and the Trustee shall be authorized to rely on
any such approval or action.

Section 12.4. Company Representative. Whenever under the
provisions of this Agreement the approval of the Company is required or the
Company is required to take some action at the request of the Issuer, such
approval shall be made or such action shall be taken by the Company
Representative; and the Issuer, the Tender Agent, the Remarketing Agent, the
Paying Agent and the Trustee shall be authorized to rely on any such approval or
action.

Section 12.5. Notices. Notice under this Agreement shall be
given in accordance with Section 9.4 of the Indenture.

Section 12.6. Issuer, Directors, Attorneys, Officers,
Employees and Agents of Issuer Not Liable. To the extent permitted by law, no
recourse shall be had for the enforcement of any obligation, promise or
agreement of the Issuer contained herein or in the other Bond Documents to which
the Issuer is a party or for any claim based hereon or thereon or otherwise in
respect hereof or thereof against any director, officer, agent, attorney or
employee, as such, in his/her individual capacity, past, present or future, of
the Issuer or of any successor entity, either directly or through the Issuer or
any successor entity whether by virtue of any constitutional provision, statute
or rule of law, or by the enforcement of any assessment or penalty or otherwise.
No personal 1liability whatsoever shall attach to, or be incurred by, any
director, officer, agent, attorney or employee as such, past, present or future,
of the Issuer or any successor entity, either directly or through the Issuer or
any successor entity, under or by reason of any of the obligations, promises or
agreements entered into between the Issuer and the Company, whether herein
contained or to be implied herefrom as being supplemental hereto; and all
personal liability of that character against every such director, officer,
agent, attorney and employee is, by the execution of this Agreement and as a
condition of, and as part of the consideration for, the execution of this
Agreement, expressly waived and released.
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Notwithstanding any other provision of this Agreement, the
Issuer shall not be liable to the Company or the Trustee or any other person for
any failure of the Issuer to take action under this Agreement unless the Issuer
(a) is requested in writing by an appropriate person to take such action, (b) is
assured of payment of, or reimbursement for, any reasonable expenses in such
action, and (c) is afforded, under the existing circumstances, a reasonable
period to take such action. 1In acting under this Agreement, or in refraining
from acting under this Agreement, the Issuer may conclusively rely on the advice
of its counsel.

Section 12.7. No Liability of 1Issuer; No Charge Against
Issuer's Credit. Any obligation of the Issuer created by, arising out of, or
entered into in contemplation of this Agreement, including the Bonds, shall not
impose a debt or pecuniary liability upon the Issuer, the State or any political
subdivision thereof or constitute a charge upon the general credit or taxing
powers of any of the foregoing. Any such obligation shall be payable solely out
of the revenues and any other moneys derived hereunder and under the Indenture
and the Credit Facility, except (as provided in the 1Indenture and in this
Agreement) to the extent it shall be paid out of moneys attributable to the
proceeds of the Bonds or the income from the temporary investment thereof.

The principal of, premium, if any, and interest on the Bonds
shall be payable solely from the funds pledged for their payment in accordance
with the Indenture and from payments made pursuant to the Credit Facility.

Section 12.8. If Performance Date Not a Business Day. If the
last date for performance of any act or the exercising of any right, as provided
in this Agreement, shall not be a Business Day, such payment may be made or act
performed or right exercised on the next succeeding Business Day.

Section 12.9. Binding Effect. This Agreement shall inure to
the benefit of and shall be binding upon the Issuer, the Company, and their
respective successors and assigns. No assignment of this Agreement by the
Company shall relieve the Company of its obligations hereunder.

Section 12.10. Severability. In the event any provision of
this Agreement shall be held invalid or unenforceable by any court of competent
jurisdiction, such holding shall not invalidate or render unenforceable any
other provision hereof.

Section 12.11. Amendments, Changes and Modifications.
Subsequent to the issuance of the Bonds and prior to payment of the Bonds, this
Agreement may not be effectively amended, changed, modified, altered or
terminated except in accordance with the Indenture.

Section 12.12. Execution in Counterparts. This Agreement may
be executed in several counterparts, each of which, taken
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together, shall be an original and all of which shall constitute but one and the
same instrument.

Section 12.13. Applicable Law. This Agreement shall be
governed by and construed in accordance with the laws of the State.
[The remainder of this page is left blank intentionally]
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the Issuer and the Company have caused
respective legal names and their
and the signatures of duly

IN WITNESS WHEREOF,

this Agreement to be executed in their
respective corporate seals to be hereunto affixed,
authorized persons to be attested, all as of the date first above written.

CHESTERFIELD COUNTY, SOUTH CAROLINA

By:
Name:
Title:
[SEAL]
ATTEST:
Clerk, Chesterfield County
Council
CULP, INC.
By:
Franklin N. Saxon
Vice President
[SEAL]
ATTEST:
Secretary
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EXHIBIT A

DESCRIPTION OF THE PROJECT

The Project shall consist of the purchase of machinery, apparatus and
equipment for the wupgrading and modernization of an existing manufacturing
facility located in Pageland, Chesterfield County, South Carolina.



EXHIBIT B

REQUISITION AND CERTIFICATE

First-Citizens Bank & Trust Company
2917 Highwoods Boulevard

Raleigh, North Carolina 27604
Attention: Corporate Trust Department

Ladies and Gentlemen:

On behalf of Culp, Inc. (the "Company"), I hereby requisition from the funds
representing the proceeds of the sale of the Tax-Exempt Adjustable Mode
Industrial Development Revenue Bonds (Culp, Inc. Project) Series 1996, issued by
Chesterfield County, South Carolina (the "Issuer"), and dated April 1, 1996 (the
"Bonds"), which funds are held by you in the Chesterfield County, South Carolina
( Culp, 1Inc. Project) 1Initial Fund in accordance with the Indenture of Trust,
dated as of April 1, 1996 (the "Indenture"), from the Issuer to you the sum of

$ to be paid to the person or persons indicated below:
(1) $ for
payable to , and
(2) $ for
payable to

I hereby certify that (a) the obligation to make such payment
was incurred by the Issuer or the Company in connection with the Acquisition (as
defined in the Agreement, of even date with the 1Indenture, between the Issuer
and the Company, hereinafter referred to as the "Agreement") of the Project
(referred to in the Agreement), 1is a proper charge against the Costs of the
Project (as defined in the Agreement), and has not been the basis for any prior
requisition which has been paid; (b) neither the Company nor, to the best of the
Company's knowledge, the Issuer has received written notice of any lien, right
to lien or attachment wupon, or claim affecting the right of such payee to
receive payment of, any of the money payable under this requisition to any of
the persons, firms or corporations named herein, or if any notice of any such
lien, attachment or claim has been received such lien, attachment
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or claim has been released or discharged or will be released or discharged upon
payment of this requisition; (c) this requisition contains no items representing
payment on account of any retained percentages which the Issuer or the Company
is entitled to retain at this date; (d) the payment of this requisition will not
result in less than substantially all (95%) or more) of the proceeds of the
Bonds to be expended under this requisition and under all prior requisitions
having been used for the acquisition and installation of real property or
property of a character subject to the allowance for depreciation under the
Internal Revenue Code of 1986, as amended; and (e) no "Event of Default" (as
defined in the Agreement), or event which after notice or lapse of time or both
would constitute such an "Event of Default" has occurred and not been waived.

The following paragraph is to be completed when any
requisition and certificate includes any item for payment for labor or to
contractors, builders or materialmen.

I hereby certify that insofar as the amount covered by the
above requisition includes payments to be made for labor or to contractors,
builders or materialmen, including materials or supplies, in connection with the
Acquisition of the Project, (i) all obligations to make such payment have been
properly incurred, (ii) any such labor was actually performed and any such
materials or supplies were actually furnished or installed in or about the
Project and are a proper charge against the Costs of the Project, and (iii) such
materials or supplies either are not subject to any lien or security interest
or, if the same are so subject, such lien or security interest will be released
or discharged upon payment of this requisition.

Company Representative
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EXHIBIT C

AFTER THE ENDORSEMENT AS HEREON PROVIDED AND PLEDGE OF THIS NOTE, THIS NOTE MAY
NOT BE ASSIGNED, PLEDGED, ENDORSED OR OTHERWISE TRANSFERRED EXCEPT TO AN
ASSIGNEE OR SUCCESSOR OF THE TRUSTEE IN ACCORDANCE WITH THE INDENTURE, BOTH
REFERRED TO HEREIN.

$ , 199

PROMISSORY NOTE

FOR VALUE RECEIVED, Culp, 1Inc., a corporation duly formed and
existing under the laws of the State of North Carolina (the "Company"), by this
promissory note hereby promises to pay to the order of Chesterfield County,
South Carolina (the "Issuer") the principal sum of Six Million Dollars
($6,000,000 together with interest on the unpaid principal amount hereof, from
the Issue Date (as defined in the 1Indenture referenced below) until paid in
full, at a rate per annum equal to the rate of interest borne by the Bonds (as
hereinafter defined), premium, if any, on the Bonds and Purchase Price (as
defined in the Indenture). All such payments of principal, interest, premium and
Purchase Price shall be made in funds which shall be immediately available on
the due date of such payments and in lawful money of the United States of
America at the principal corporate trust office of First-Citizens Bank & Trust
Company, Raleigh, North Carolina, or its successor as trustee under the
Indenture.

The principal amount, interest, premium, if any, and Purchase Price
shall be payable on the dates and in the amount, that principal of, interest on
the Bonds, premium, if any, and Purchase Price are payable, subject to
prepayment as hereinafter provided.

The Company shall receive a credit for the amounts due and payable
hereunder to the extent that payments are made by the Credit Issuer (as defined
in the Indenture) pursuant to drawings under the Credit Facility (as defined in
the Indenture).

This promissory note is the "Note" referred to in the Loan Agreement,
dated as of April 1, 1996 (the "Agreement") between the Company and the Issuer,
the terms, conditions and provisions of which are hereby incorporated by
reference.

This Note and the payments required to be made hereunder are
irrevocably assigned, without recourse, representation or warranty, and pledged
to First-Citizens Bank & Trust Company under the Indenture of Trust, dated as of
April 1, 1996 (the "Indenture"), by and between the Issuer and First-Citizens
Bank & Trust Company, as Trustee, and such payments will be made directly to the
Trustee for the account of the 1Issuer pursuant to such assignment. Such
assignment 1is made as security for the payment of $6,000,000 in aggregate
principal amount of Tax-Exempt Adjustable Mode Industrial
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Development Revenue Bonds (Culp, Inc. Project) Series 1996 (the "Bonds"), issued
by the Issuer pursuant to the Indenture. All the terms conditions and provisions
of the Indenture and the Bonds are hereby incorporated as a part of this Note.

The Company may at its option, and may under certain circumstances be
required to, prepay together with accrued interest, all or any part of the
amount due on this Note, as provided in the Agreement.

Presentation, demand, protest and notice of dishonor are hereby
expressly waived by the Company.

The Company hereby promises to pay reasonable costs of collection and
reasonable attorneys' fees in case of default on this Note.

This Note shall be governed by, and construed in accordance with, the
laws of the State of South Carolina.

CULP, INC.

[SEAL] By:

Franklin N. Saxon
Vice President

ATTEST:

Secretary



ENDORSEMENT

Pay to the order of First-Citizens Bank & Trust Company, without
recourse, as Trustee under the Indenture referred to in the within mentioned
Agreement, as security for such Bonds issued under such Indenture. This
endorsement 1is given without any warranty as to the authority or genuineness of
the signature of the maker of the Note.

CHESTERFIELD COUNTY, SOUTH CAROLINA
By:

Name :
Title:

Dated: April 1, 1996
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1996 AMENDED AND RESTATED CREDIT AGREEMENT

THIS 1996 AMENDED AND RESTATED CREDIT AGREEMENT, dated as of April 1,
1996 (the "Credit Agreement" or "Agreement"), is made by and among CULP, INC., a
North Carolina corporation (herein called the "Borrower"), FIRST UNION NATIONAL
BANK OF NORTH CAROLINA, a national banking association ("First Union"), WACHOVIA
BANK OF NORTH CAROLINA, N.A., a national banking association ("wachovia") (First
Union and Wachovia being referred to collectively herein as the "Banks"), and
FIRST UNION, acting in the manner and to the extent described in Section 12
hereof (in such capacity, the "Agent").

RECITALS

A. The Borrower and First Union were parties to a 1988 Credit
Agreement, dated as of November 11, 1988 (the "1988 Credit Agreement"), pursuant
to which First Union extended certain loans to the Borrower (collectively
referred to as the "Original Loan").

B. Subsequently, the Borrower and First Union executed the following
amendments to the 1988 Credit Agreement (whereby the Original Loan was amended):
an Amendment to 1988 Credit Agreement, dated as of October 30, 1989; a Second
Amendment to 1988 Credit Agreement, dated as of January 26, 1990; a Third
Amendment to 1988, Credit Agreement, dated as of February 6, 1990; a Fourth
Amendment to 1988 Credit Agreement, dated as of November 27, 1990; a Fifth
Amendment to 1988 Credit Agreement, dated as of August 19, 1991; a Sixth
Amendment to 1988 Credit Agreement, dated as of October 24, 1991 and Amendment A
to the Credit Agreement dated September 1, 1992.

C. The Borrower, First Union and Wachovia entered into a 1993 Amended
and Restated Credit Agreement dated January 28, 1993 (the "1993 Credit
Agreement"), which 1993 Credit Agreement amended and restated the 1988 Credit
Agreement, as amended, in its entirety and further amended the Original Loan.
The 1993 Credit Agreement was amended by a First Amendment to 1993 Amended and
Restated Credit Agreement dated August 3, 1993, and a Second Amendment to 1993
Amended and Restated Credit Agreement dated November 1, 1993.

D. The Borrower, First Union and Wachovia entered into a 1994 Amended
and Restated Credit  Agreement dated April 15, 1994 (the "1994 Credit
Agreement"), which 1994 Credit Agreement amended and restated the 1993 Credit
Agreement, as amended, in its entirety and further amended the Original Loan.
The 1994 Credit Agreement has been amended by a First Amendment to 1994 Amended
and Restated Credit Agreement dated April 30, 1994; a Second Amendment to
Amended and Restated Credit Agreement dated July 13, 1994; a Third Amendment to
1994 Amended and Restated Credit Agreement dated November 1, 1994; and a Fourth
Amendment to 1994 Amended and Restated Credit Agreement dated March 6,



1995.

E. The Borrower, First Union and Wachovia entered into a 1995 Amended
and Restated Credit Agreement dated July 1, 1995 (as amended and modified, the
"1995 Credit Agreement"), which 1995 Credit Agreement amended and restated the
1994 Credit Agreement, as amended, 1in its entirety and further amended the
Original Loan.

F. The Borrower, First Union and Wachovia desire to restate the 1995
Credit Agreement, as amended and modified, so that the parties' agreement
regarding the Borrower's indebtedness and obligations will be contained in one
restated agreement.

G. The parties intend that this Agreement shall restate, supersede and
replace in its entirety the 1995 Credit Agreement and all amendments and
modifications relating thereto. This Agreement is not intended to and does not
represent the making of new loans from the Banks to the Borrower, 1is not a
novation, and the loans described hereunder shall continue to be secured by and
enjoy the benefits of all of the Loan Documents not amended or replaced hereby
or hereunder.

STATEMENT OF AGREEMENT

NOW, THEREFORE, for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Borrower, each of the Banks
and the Agent hereby agree as follows:

SECTION 1. Definitions. For purposes of this Agreement, the
following terms shall have the following meanings:

"Accepted Drafts" means such term as defined in Section 4.4.
"Accepting Bank" means such terms as defined in Section 4.4.

"Acts" means the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended, 42 U.S.C. Sec. 09601 et seq. ; the Toxic
Substances Control Act, 15 U.S.C. Sec. 2601 et seq.; the Resource Conservation
and Recovery Act, 42 U.S.C. Sec. 6901 et seq.; the Clean Air Act, 42 U.S.C. Sec.
7401 et seq.; the Federal wWater Pollution Control Act, 33 U.S.C. Sec. 201 et
seq.; the Emergency Planning and Community Right-to- Know Act, 42 U.S.C. Sec.
11001 et seq.; and all other federal, state or local laws or rules and the
regulations adopted and publications promulgated pursuant thereto, all as
amended from time to time, regulating environmental matters.

"Adjusted LIBOR Rate" means a rate per annum (rounded upwards, if
necessary, to the next higher 1/100 of 1%) determined pursuant to the following
formula:
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Adjusted LIBOR Rate = LIBOR BASE RATE

1 - LIBOR RESERVE PERCENTAGE

"Agreement" means this 1996 Credit Agreement between the Borrower, the
Banks and the Agent, as it may be amended, modified, supplemented or restated
from time to time.

"Applicable Margin" or "Applicable Percentage" means (i) the marginal
rate of interest which shall be paid by Borrower in addition to the Prime Rate
or the Adjusted LIBOR Rate, as the case may be, or (ii) the applicable Letter of
Credit Fee, which in each case coincides to the ratio of Consolidated Funded
Debt to Operating Cash Flow for Borrower (calculated quarterly with respect to
the immediately preceding four calendar quarters), as specifically set forth in
a separate letter agreement dated as of the date hereof between the Borrower and
the Banks as such letter may be amended, restated, modified or supplemented from
time to time.

"BA Obligations" means, at any time, the sum of (i) the maximum
aggregate amount which is, or at any time thereafter may become, payable by an
Accepting Bank under all Accepted Drafts then outstanding, plus (ii) the
aggregate amount of reimbursement obligations owing to an Accepting Bank on a
matured Accepted Draft and not theretofore reimbursed.

"Bankers' Acceptance" means an Accepted Draft hereunder.

"Bond Documents" means the Indentures and those other documents
executed in connection with the bonds and obligations relating to the VRDN
Programs as referenced in the respective Indentures.

"Business Day" means a banking business day of both Banks in High
Point, North Carolina.

"Canada" means 3096726 Canada Inc., a Canadian corporation and a
wholly-owned Subsidiary of the Borrower.

"Capital Asset" means any asset that would, in accordance with
generally accepted accounting principles in the United States, be required to be
classified and accounted for as a capital asset.

"Capital Expenditures" means, for any period, the aggregate cost
(including repairs, replacements and improvements), less the amount of trade-in
allowances included in such cost, of all Capital Assets acquired by the Borrower
and any Subsidiary during such period, plus all Capital Lease Obligations of the
Borrower and any Subsidiary incurred during the relevant period.

"Capital Lease" means, as to the Borrower and its Subsidiaries, any
lease of any property (whether real, personal
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or mixed) that would, in accordance with generally accepted accounting
principles in the United States, be required to be classified and accounted for
as a capital lease on a balance sheet of the lessee.

"Capital Lease Obligations" means, with respect to any Capital Lease,
the amount of the obligation of the lessee thereunder that would, in accordance
with generally accepted accounting principles in the United States, appear on a
balance sheet as liability of such lessee in respect of such Capital Lease.

"Closing Date" means April 15, 1994.

"Commitment" or "Commitments" means, collectively, the Revolving Credit
Commitments and the LOC Commitments.

"Consolidated Adjusted Current Liabilities" means the amount of all
liabilities of the Borrower and its Subsidiaries which by their terms are
payable within one year (including all indebtedness payable on demand or
maturing not more than one year from the date of computation and the current
portion of long term debt, but excluding the outstanding principal amount of the
Revolving Credit Notes, except to the extent that such outstanding principal
amount exceeds the amount of the Revolving Credit Commitments as they will stand
one year in the future), all determined in accordance with generally accepted
accounting principles in the United States.

"Consolidated Current Assets" means cash and all other assets or
resources of the Borrower and its Subsidiaries which are expected to be realized
in cash, sold in the ordinary course of business, or consumed within one year,
all determined in accordance with generally accepted accounting principles in
the United States.

"Consolidated Funded Debt" means all indebtedness for money borrowed of
the Borrower and its Subsidiaries, whether direct or contingent, as determined
in accordance with generally acceptable accounting principles in the United
States, including (without limitation) Capital Lease Obligations, the deferred
purchase price of any property or asset or indebtedness evidenced by a
promissory note, bond, guaranty or similar written obligation for the payment of
money (including, but not limited to, conditional sales or similar title
retention agreements); minus amounts of restricted investments relating to
industrial revenue bond financing ("IRB").

"Consolidated Tangible Shareholders' Equity" of the Borrower and its
Subsidiaries shall mean at any time as of which the amount thereof is to be
determined, the sum of the following in respect of, the Borrower and its
Subsidiaries (on a consolidated basis and excluding intercompany items):
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(1) the amount of issued and outstanding share
capital, plus

(ii) the amount of additional paid-in capital,
retained earnings (or, in the case of a
deficit, minus the amount of such deficit),
minus

(iii) the sum of the following (without duplication
or deductions in respect of items already
deducted in arriving at surplus and retained
earnings): (a) all reserves, except legal
reserves and other contingency reserves
(i.e., reserves not allocated by specific
purposes and not deducted from assets) which
are properly treated as appropriations or
surplus or retained earnings; (b) the book
value of all assets which would be treated as
intangibles under generally accepted
accounting principles in the United States
including, without limitation, capitalized
expenses, goodwill, trademarks, trade names,
franchises, copyrights, patents and
unamortized debt discount and expense; and
(c) any treasury stock.

"Consolidated Total Liabilities" means the sum of the aggregate amount
of all liabilities of the Borrower and its Subsidiaries, all determined in
accordance with generally accepted accounting principles in the United States
plus all guaranties of the obligations of third parties other than Subsidiaries;
provided, however, that for the purposes of this definition, the amount of the
Consolidated Funded Debt of the Borrower and its Subsidiaries relating to
industrial revenue bond financing, and the amount of all guaranties of the
Borrower and its Subsidiaries in connection with such financing, shall be deemed
reduced by the amount of any, unspent project funds held in trust for use in any
industrial revenue bond project.

"Current Maturities" means, at any time, the aggregate amount of all
payments coming due and payable by the Borrower within the next twelve months in
respect of indebtedness that by its terms matures more than one year from the
date of creation thereof.

"Default" means any occurrence, event, condition or omission that, with
the giving of notice or the passage of time, or both, would constitute an Event
of Default if the Borrower did not correct the same within the permitted time
period, if any.

"Environmental 1Indemnity Agreement" means that certain Certificate and
Agreement Regarding Environmental Matters dated
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as of April 15, 1994, among the Borrower, the Agent and the Banks, as amended,
modified, restated or replaced from time to time.

"Environmental Reports" means written reports as delivered to the Banks
prior to the Closing Date, relating to environmental matters, including, without
limitation, full information as to the presence of Hazardous Substances, with
respect to certain of the Real Property, such reports to be in form and
substance satisfactory to the Agent.

"ERISA" means the Employee Retirement Income Security Act of 1974, as
amended.

"Event of Default" shall have the meaning specified in Section 11.1
hereof.

"Existing Letters of Credit" means those Letters of Credit outstanding
on the Restatement Date and identified on Exhibit 9.

"Extension of Credit" means, as to any Bank, the making of a Loan
(including a Tender Advance) by such Bank, or the issuance or acceptance of
Bankers' Acceptances by such Bank, or the issuance of, or participation in, a
Letter of Credit by such Bank.

"Federal Funds Effective Rate" means, for any day, the weighted average
of the rates on overnight Federal funds transactions with members of the Federal
Reserve Bank of New York, as published by the Federal Reserve Bank of New York
on the next succeeding Business Day or, if such rate is not so released for any
day which is a Business Day, the arithmetic average (rounded upwards to the next
1/100th of 1%), as determined by the Agent, of the quotations for the day of
such transactions received by the Agent from three Federal funds brokers of
recognized standing selected by it.

"FIRPTA Affidavit" means the affidavit of Borrower, satisfactory to the
Banks, that Borrower is not a "foreign person" as contemplated by Section 1445
of the Internal Revenue Code of 1986.

"First Union Revolving Credit Commitment" means the commitment of First
Union to make revolving loans to the Borrower pursuant to Section 4 hereof.

"First Union Revolving Credit Note" means the amended and restated
promissory note evidencing the First Union Revolving Loan, substantially in the
form of Exhibit 2-A hereto, with appropriate insertions of amount and date as
such promissory note may be amended, restated, modified or supplemented from
time to time.
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"First Union Revolving Loan" means the Revolving Loan made by First
Union to the Borrower pursuant to Section 4 hereof.

"First Union Term Loan" means the Term Loan of the principal amount
indicated on Annex 1 hereto from First Union to the Borrower pursuant to Section
3 hereof.

"First Union Term Note" means the amended and restated promissory note
evidencing the First Union Term Loan, substantially in the form of Exhibit 1-A
hereto, with appropriate insertions of amount and date as such promissory note
may be amended, restated, modified or supplemented from time to time.

"Fiscal Month" means a fiscal month of the Borrower, which is a 4- or
5-week period. The first Fiscal Month of each Fiscal Quarter is a 5-week period
and the other two Fiscal Months in each Fiscal Quarter are 4-week periods.

"Fiscal Quarter" means a fiscal quarter of the Borrower which is a
13-week period, the first of which begins on the first day of the Borrower's
fiscal year.

"Fiscal Year" means the fiscal year of the Borrower, which ends on the
Sunday closest to April 30 of each calendar year.

"Governmental Authorities" means collectively, the United States of
America, the State of North Carolina, the State of South Carolina and any other
political subdivision, agency, commission, bureau, court or any public or
quasi-public instrumentality exercising jurisdiction over Borrower or any
portion of the Mortgaged Property.

"Governmental Requirements" means all laws, ordinances, decisions,
judgements, decrees, rules, orders, writs, injunctions, permits, and regulations
of any Governmental Authority applicable to, or the decisions or orders of any
courts having jurisdiction over, Borrower or any portion of the Mortgaged
Property, now or hereinafter in force, including but not limited to all land
use, zoning, subdivision, building, setback, health, traffic flood control fire
safety, Hazardous Substances, underground storage tanks, handicap and other
applicable codes, rules, regulations and ordinance and the Americans with
Disabilities Act of 1990 (Public Law 101-336, 42 U.S.C. ss.12101).

"Hazardous  Substances" means petroleum, petroleum byproducts
(including, but not limited to, crude oil, diesel o0il, fuel o0il, gasoline,
lubrication o0il, oil refuse, o0il mixed with other waste, o0il sludge, and all
other liquid hydrocarbons, regardless of specific gravity), natural or synthetic
gas products and/or any hazardous, dangerous or toxic substance, material waste,
pollutant or contaminate defined as such in (or for the purposes of) the Acts.
The term Hazardous Substances shall include,
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without limitation, substances now or hereinafter defined as "hazardous
substances", "toxic substances," "hazardous materials" or "contaminated waste"
or similar terms in the Acts.

"Indenture" means any of those trust agreements and indentures of trust
pursuant to which bonds have been issued in connection with VRDN Programs
supported by Letters of Credit issued hereunder or subject hereto, as amended
and modified from time to time.

"Interest Expense" means, with respect to the Borrower and its
Subsidiaries on a consolidated basis for any period, the sum of gross interest
expense of the Borrower and its Subsidiaries for such period determined on a
consolidated basis in accordance with generally accepted accounting principles
in the United States, plus capitalized interest of the Borrower and 1its
Subsidiaries on a consolidated basis.

"Interest Rate Agreement" shall mean any interest rate swap agreement,
interest rate cap agreement, interest rate collar agreement, currency hedge
agreement or other similar agreement or arrangement designed to protect the
Borrower against fluctuations in interest rates or currency exchange rates,
including, without limitation, any "swap agreement" as defined in 11 U.S.C.
ss.101(55).

"Issuing Bank" means either Bank, as the Borrower may request from time
to time.

"Letter of Credit" means the Existing Letters of Credit and any letter
of credit issued by the 1Issuing Bank pursuant to the terms hereof, as such
Letters of Credit may be amended, modified, extended, renewed or replaced from
time to time.

"LIBOR Base Rate" means that rate per annum at which, in the good faith
opinion of the Agent, United States Dollars in the amount of the principal
balance of the applicable outstanding indebtedness and for a maturity equal to
one Fiscal Month are currently being offered on the London Interbank market to
major top credit quality banks, for immediate settlement, at 11:00 a.m.

London time.

"LIBOR Rate Loan" means a loan bearing interest based upon the Adjusted
LIBOR Rate.

"LIBOR Reserve Percentage" means the daily reserve percentage required
of national banks on "Eurocurrency liabilities" pursuant to Regulation D of the
Board of Governors of the Federal Reserve System. For purposes of calculation of
the LIBOR Reserve Percentage, the reserve requirement shall be as set forth in
Regulation D without benefit of or credit for prorations, exemptions or offsets
under Regulation D and further, without regard to whether the applicable Bank
elects to actually
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fund the loan with "Eurocurrency 1liabilities. The Agent may elect from time to
time, to waive application of the LIBOR Reserve Percentage on specified
maturities with the approval of each Bank.

"LOC Commitment" means the commitment of the Issuing Banks to issue
Letters of Credit and with respect to each Bank, the commitment of such Bank to
purchase participation interests in the Letters of Credit up to such Bank's LOC
Committed Amount as specified in Annex I, as such amount may be reduced from
time to time in accordance with the provisions hereof.

"LOC Commitment Percentage" means, for each Bank, the percentage
identified as its Commitment Percentage on Annex I.

"LOC Committed Amount" means, collectively, the aggregate amount of all
of the LOC Commitments of the Banks to issue and participate in Letters of
Credit as referenced in Section 4.5 and, individually, the amount of each Bank's
LOC Commitment as specified in Annex I.

"LOC Documents" means, with respect to any Letter of Credit, such
Letter of Credit, any amendments thereto, any documents delivered in connection
therewith, any application therefor, and any agreements, instruments, guarantees
or other documents (whether general in application or applicable only to such
Letter of Credit) governing or providing for (i) the rights and obligations of
the parties concerned or at risk or (ii) any collateral security for such
obligations.

"LOC Obligations" means, at any time, the sum of (i) the maximum amount
which is, or at any time thereafter may become, available to be drawn under
Letters of Credit then outstanding, assuming compliance with all requirements
for drawings referred to in such Letters of Credit plus (ii) the aggregate
amount of all drawings under Letters of Credit honored by the Issuing Bank but
not theretofore reimbursed.

"Loan Documents" means this Agreement, the Notes and all other
documents, agreements or instruments which evidence or secure the Loans or which
are exhibits to this Agreement, including, but not limited to, the LOC
Documents, FIRPTA Affidavit, Environmental Indemnity Agreement and Environmental
Reports delivered to the Agent and the Banks in connection with the 1994 Credit
Agreement. In addition, "Loan Documents" shall refer to any Interest Rate
Agreement that may exist between the Borrower and any of the Banks.

"Loans" means the Term Loans, the Revolving Loans and Tender Advances,
collectively. "Loan" means one of the Term Loans, Revolving Loans or Tender
Advances, as appropriate.

"Net Income" means, for any period, the net income (or loss)
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of the Borrower and its Subsidiaries on a consolidated basis for such period,
determined in accordance with generally accepted accounting principles in the
United States.

"Notes" means the collective reference to the Revolving Credit Notes
and the Term Notes.

"Obligations" means, collectively, Loans, BA Obligations and LOC
Obligations.

"Operating Cash Flow" (or "EBITDA") means, for any period of four
consecutive quarters, Net Income for such period plus the sum of the following
consolidated expenses of the Borrower and its Subsidiaries for such period, to
the extent included in the calculation of such Net Income: (i) depreciation
expense, (ii) amortization of intangible assets, (iii) Interest Expense for such
period and (iv) income taxes for such period, all determined in accordance with
generally accepted accounting principles in the United States.

"Participation Interest" means the purchase by a Bank of a
participation interest in Letters of Credit as provided in Section 4.5(c), or in
Revolving Loans as provided in Section 13.2.

"Permitted Encumbrances" shall mean and include:

(a) those liens and encumbrances listed on Exhibit 4
hereof;

(b) liens granted to financial institutions in connection with
the Borrower's tax exempt bond financing arrangements listed on Exhibit
6 attached hereto and any extensions, modifications, refinancings,
refundings or replacements, thereto or thereof;

(c) (1) liens securing non interest-bearing purchase money
obligations payable over a term of no more than two (2) years given to
vendors of equipment and (ii) other liens securing purchase-money
obligations not exceeding $1,000,000 in the aggregate at any one time;

(d) liens on the accounts receivable, general intangibles,
documents, contract rights, instruments, chattel paper and cash and
noncash proceeds thereof, including returned, rejected or repossessed
goods related thereto and billed and held inventory, of the Borrower or
its Subsidiaries granted in connection with factoring arrangements;
provided, however, that all such factoring arrangements shall be
without recourse and the Borrower shall not incur any Consolidated
Funded Debt in connection therewith;
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(e) liens granted from time to time pursuant to the
prior written consent of the Banks;

(f) liens for taxes, assessments or similar
governmental charges not in default or being contested in
good faith;

(g) worker's, mechanic's and materialmen's liens and similar
liens incurred in the ordinary course of business remaining
undischarged for not longer than 45 days from the attachment thereof,
and easements which are not substantial in character and do not
materially detract from the value or interfere with the intended use of
the properties subject thereto and affected thereby;

(h) attachments remaining undischarged for not longer
than 10 days from the making thereof;

(1) liens in respect of final judgments or awards remaining
undischarged for not 1longer than 10 days from the making thereof,
unless execution on such judgment shall have been stayed pending
appeal; and

(j) liens in respect of pledges or deposits under worker's
compensation laws, unemployment insurance or similar legislation and in
respect of pledges or deposits to secure bids, tenders, contracts
(other than contracts for the payment of money) leases or statutory
obligations, or in connection with surety, appeal and similar bonds
incidental to the conduct of litigation.

"Person" means an individual, partnership, corporation, trust,
unincorporated organization, association, joint venture or a government or
agency or political subdivision thereof.

"Pledge Obligations" means such term as defined in Section
14.1.

"Pledged Bonds" means those bonds under VRDN Programs supported by
Letters of Credit issued hereunder or subject hereto which have been purchased
with proceeds from a drawing under a Letter of Credit hereunder and not
remarketed or redeemed.

"Pledged Collateral" means such term as defined in Section
14.1.

"Prime Rate" shall be that rate announced by First Union from time to
time as its Prime Rate (which is one of several interest rates used by First
Union) as that rate may change from time to time, with said changes to occur at
the opening of business on the date the Prime Rate changes. First Union lends at
rates both above and below the Prime Rate and such rate is not represented or
intended to be the lowest or most favorable rate
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of interest offered by First Union.

"Prime Rate Loan" means a loan bearing interest based upon the Prime
Rate.

"Rayonese" means Rayonese Textile Inc., a Canadian corporation.

"Rayonese Acquisition" means the acquisition of the stock of Rayonese
by Canada pursuant to the Share Purchase Agreement dated as of December 22, 1994
between Canada and certain shareholders of Rayonese.

"Real Property" means any real property owned or leased by Borrower or
any of its Subsidiaries.

"Required Banks" means at any time prior to the occurrence of an Event
of Default, termination of the Commitments hereunder and acceleration pursuant
to Section 11.2 hereof, Persons having at least 60% of the aggregate Revolving
Credit Commitments, and at any time thereafter Persons holding 60% of the
Obligations outstanding hereunder (taking into account participation interests
therein); provided that for so long as First Union or Wachovia shall not have
assigned all or any of its rights and obligations under this Agreement and the
Notes pursuant to Section 13.3(c) hereof, "Required Banks" shall mean such Bank
(wachovia and/or First Union) and the foregoing requisite Persons.

"Restatement Date" means the date of this Amended and Restated Credit
Agreement .

"Revolving Credit Commitments" means the aggregate of the First Union
Revolving Credit Commitment and the Wachovia Revolving Credit Commitment,
collectively. "Revolving Credit Commitment" means either the First Union
Revolving Credit Commitment or the Wachovia Revolving Credit Commitment,
individually, as appropriate.

"Revolving Credit Notes" means the First Union Revolving Credit Note
and the wWachovia Revolving Credit Note, collectively. "Revolving Credit Note"
means either the First Union Revolving Credit Note or the Wachovia Revolving
Credit Note, individually, as appropriate.

"Revolving Loans" means the First Union Revolving Loan and the Wachovia
Revolving Loan, collectively. "Revolving Loan" means either the First Union
Revolving Loan or the Wachovia Revolving Loan, individually, as appropriate.

"Revolving Loan Interest Rate" has the meaning set forth in Section 4.2
hereof.
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"Revolving Loan Maturity Date" shall mean March 1, 2001.

"Revolving Loan Termination Date" means, as to either of the Revolving
Credit Commitments, the date on which the termination of all or a portion of
such Revolving Credit Commitment, pursuant to Section 4.3 hereof, becomes
effective.

"Subsidiary" or "Subsidiaries" means any corporation of which more than
50% of voting stock at any time is owned or controlled directly or indirectly by
the Borrower.

"Tender Advance" means such term as defined in Section 4.5(c).

"Tender Drawing" means a drawing under a Letter of Credit made to
repurchase bonds upon an elective tender by a bondholder on account of an
inability or failure by the remarketing agent therefor to remarket the bonds
which are the subject of the elective tender.

"Term Loan Interest Rate" has the meaning set forth in Section 3.3
hereof.

"Term Loans" means the First Union Term Loan and the Wachovia Term
Loan, collectively. "Term Loan" means either the First Union Term Loan or the
wWachovia Term Loan, individually, as appropriate.

"Term Loan Maturity Date" shall mean March 1, 2001.

"Term Notes" means the First Union Term Note and the Wachovia Term
Note, collectively. "Term Note" means either the First Union Term Note or the
Wachovia Term Note, individually, as appropriate.

"Total Capitalization" 1is defined as Consolidated Funded Debt plus
Consolidated Tangible Shareholders' Equity.

"Trustee" means those trustees under Indentures relating to bonds
issued in connection with VRDN Programs supported by Letters of Credit issued
hereunder or subject hereto.

"VRDN Program" means those variable rate demand note or bond programs
relating to industrial development revenue bonds or similar tax-advantaged
obligations of benefit to the Borrower and supported by Letters of Credit
existing or issued hereunder.

"Wachovia Revolving Credit Commitment" means the commitment of Wachovia
to make revolving loans to the Borrower pursuant to Section 4 hereof.

"Wachovia Revolving Credit Note" means the promissory note evidencing
the wWachovia Revolving Loan, substantially in the form
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of Exhibit 2-B hereto, with appropriate insertions of amount and date as such
promissory note may be amended, restated, modified or supplemented from time to
time.

"Wachovia Revolving Loan" means the revolving credit loan made by
Wachovia to the Borrower pursuant to Section 4 hereof.

"Wachovia Term Loan" means the term loan of the principal amount
indicated on Annex I hereto from Wachovia to the Borrower pursuant to Section 2
hereof.

"Wachovia Term Note" means the promissory note evidencing the Wachovia
Term Loan, substantially in the form of Exhibit 1-B hereto, with appropriate
insertions of amount and date as such promissory note may be amended, restated,
modified or supplemented from time to time.

"Working Capital" means Consolidated Current Assets less Consolidated
Adjusted Current Liabilities.

SECTION 2. Commitment and Security.

2.1. Commitment. Each of the Banks severally agrees, upon the terms and
conditions of this Agreement, to make Loans to the Borrower for the period and
in the amounts herein set forth, so long as no Default or Event of Default
exists under this Agreement.

2.2. Security. Each of the Banks hereby agrees to release, and hereby
does release, the liens and security interests in their favor with respect to
the Borrower's (i) equipment, inventory, accounts and fixtures as described in
and as granted pursuant to the Security Agreement dated as of April 15, 1994,
between the Borrower and the Agent for the benefit of the Banks and (ii) liens
on the Mortgaged Property, as such relate to the Term Loans and the Revolving
Loans under the 1994 Credit Agreement. Each of the Banks further agrees, as
issuer of various letters of credit issued for the account of the Borrower in
support of industrial revenue bonds or qualified tax-exempt variable demand rate
notes or similar programs, to release their liens with respect to the real and
personal property of the Borrower (other than in the bonds or variable demand
rate notes which might be repurchased with the proceeds of a draw under the
letter of credit relating thereto, which security interests shall be retained
and not released hereby) where such liens run solely in its favor as issuer of
the letter of credit and not also in favor of the bondholders or noteholders.
Each of the Banks hereby authorizes and directs the Agent to execute such
instruments of release and to take such other action as may be necessary to give
effect to the provisions of this Section 2.2.
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SECTION 3. Loans Evidenced by Term Notes.

3.1. Term Loans. Each Bank hereby severally agrees, on the terms and
conditions of this Agreement and in reliance wupon the representations and
warranties made hereunder, to make a Term Loan to the Borrower in the principal
amount indicated on Annex I attached hereto. The aggregate principal amount of
the Term Loans as of the date hereof 1is THIRTY-SIX MILLION DOLLARS
($36,000,000). The Term Loans shall be evidenced by the Term Notes, and the
proceeds of the Term Loans have been advanced to the Borrower by the Banks.

3.2. Term Notes. On the date hereof, the Borrower shall execute and
deliver to each Bank an amended, restated and substituted Term Note payable to
the order of such Bank for the full amount of such Bank's Term Loan.

3.3. Repayment of Term Loans. Each of the Term Loans shall bear
interest at the Borrower's option at a rate per annum equal to (i) the Prime
Rate or (ii) the Adjusted LIBOR Rate, in either case plus the Applicable Margin.

The rate selected by the Borrower as provided in this Section 3.3 is
sometimes herein referred to as the "Term Loan Interest Rate."

Interest accruing with respect to the Term Loans shall be paid each
Fiscal Month of the Borrower to the Agent for the ratable benefit of the Banks.
The Agent shall exercise its best efforts to submit an invoice to the Borrower
for a Fiscal Month's interest payment by the fourth Business Day of the next
succeeding month; provided, however, that no failure on the part of the Agent to
so deliver such invoice by such date will relieve the Borrower of its obligation
to make such interest payment for such Fiscal Month. Each such invoice shall
state the amount payable to each of the Banks under such invoice. The amount so
accruing will be payable on the tenth Business Day of each Fiscal Month,
following the date hereof, and continuing until payment in full of the Term
Notes. The Agent is hereby authorized by the Borrower (but only on or after the
tenth Business Day of such Fiscal Month of the Borrower) to debit an account of
the Borrower (for the benefit of the Banks) with either of the Banks as
designated by the Borrower in an amount equal to the amount then due and payable
under this Section 3.3 by the Borrower to the Banks for such Fiscal Month. No
late charge will be assessed against the Borrower with respect to any payment
due hereunder until after the fifteenth day after the due date therefor.

From time to time, the Borrower will select the applicable Term Loan
Interest Rate based on quotes from the Agent. The Adjusted LIBOR Rate will be a
fixed rate for one Fiscal Month. This rate option may be designated as of the
first Business Day of a Fiscal Month, and such rates shall be effective as of
the
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first day of the Fiscal Month and shall be in effect through the final day
of the Fiscal Month. If the Term Loan Interest Rate is being calculated based on
the Prime Rate, the rate shall adjust daily as changes occur in the Prime Rate.

On or before 11:00 a.m. (Charlotte, North Carolina time) on the first
Business Day of each Fiscal Month at the Borrower's request, the Agent shall
notify the Borrower of the Term Loan Interest Rate options, and the Borrower may
before 12:00 noon on such day designate to the Agent the applicable Term Loan
Interest Rate which shall apply for such Fiscal Month. If the Borrower fails to
designate an applicable Term Loan Interest Rate by 12:00 noon on such date, each
of the Term Notes will bear interest for such Fiscal Month at the lower of the
Term Loan Rate options on such date.

The aggregate principal amount of the Term Loans shall be due and
payable and shall be repaid by the Borrower to the Agent for the ratable benefit
of the Banks in fifty-nine (59) consecutive monthly installments, each in the
amount of Five Hundred Thousand Dollars ($500,000.00), each such payment being
due and payable on the tenth Business Day of each Fiscal Month for which such
payment is due, commencing on April 12, 1996, and one installment in the amount
of Six Million Five Hundred Thousand Dollars ($6,500,000.00), due and payable on
March 1, 2001. The final maturity date of each of the Term Notes is March 1,
2001.

3.4. Optional and Mandatory Prepayment of Term Loans.

(a) Optional Prepayments. The Borrower shall have the right at
any time, or from time to time, upon at least one (1) days' prior
notice to the Agent, to prepay to the Agent the Term Loans in whole or
in part, without premium or penalty; provided, however, that (i) each
partial prepayment of the Term Loans shall be in the aggregate
principal amount of at least $100,000; (ii) interest on the amount
prepaid, accrued to the date of prepayment, shall be paid on such date
of prepayment; and (iii) each such prepayment shall be applied, pro
rata, to the First Union Term Note and to the Wachovia Term Note.

(b) Mandatory Prepayments. The Borrower will make prepayment
on the Term Loan and the Revolving Loans hereunder as hereafter
provided in an amount equal to 100% of the net proceeds received on the
loan, sale or placement of indebtedness permitted pursuant to Section
10.12(3). Upon the loan, sale or placement of any such indebtedness,
prepayment shall first be made on the Term Loan until the Term Loan is
paid in full, and then the Revolving Credit Commitments shall be
permanently reduced in the amount of the excess. To the extent that
outstanding Revolving Loans exceed the Revolving Credit Commitments
after giving effect
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to any such reduction in the Revolving Credit Commitments, the Borrower
will immediately make payment on the Revolving Loans in the amount of
the difference. Each such prepayment hereunder shall be made promptly
after, but in any event within three (3) Business Days of, receipt by
the Borrower of the net proceeds therefrom.

(c) Application. Any prepayments of the principal amounts of
the Term Loans shall be applied, pro rata between each of the Banks, to
the scheduled payments on the Term Loan in the inverse order of
maturity.

SECTION 4. Loans Evidenced by Revolving Credit Notes.

4.1 Revolving Loans. Each of the Banks severally agrees, upon the terms
and conditions set forth herein, and only so long as no Default or Event of
Default exists hereunder, to make loans to the Borrower under the Revolving
Credit Notes on a pro rata basis up to the amount of such Bank's Revolving
Credit Commitment (as specified on Annex I hereto) during the period from the
Restatement Date until the applicable Revolving Loan Termination Date. As to
each of the Revolving Credit Commitments, during the period from the Restatement
Date to the Revolving Loan Termination Date applicable to such Revolving Loan,
the Borrower may use such Revolving Loan by borrowing, paying or repaying the
principal amount thereof, and reborrowing, paying or repaying the principal
amount thereof, all in accordance with the terms and conditions of this
Agreement; provided, however, that the outstanding principal amount of the
Revolving Credit Notes shall not at any time exceed the aggregate amount of the
Revolving Credit Commitments less the amount of Accepted Drafts (as hereinafter
defined) then outstanding; and provided, further, that the amount advanced by a
Bank pursuant to this Section 4.1 shall not exceed such Bank's Revolving Credit
Commitment at any time. The Revolving Credit Notes, when duly executed and
delivered by the Borrower, shall represent the obligations of the Borrower to
pay the amounts of the Revolving Loans or the aggregate unpaid principal amount
of all Revolving Loans made by the Banks, and interest due thereon. Borrowings
under the Revolving Loans may be made on any Business Day (but not more
frequently than three times during each calendar week) and are to be made in
amounts of not less than $400,000 and in integral amounts of $100,000. The
Borrower shall make requests for advances under the Revolving Loans by giving
the Agent oral or written notice of the amount of such desired borrowing and the
date the funds are to be received by the Borrower on or before 10:30 a.m. of the
date such funds are to be received. The Agent shall promptly advise each Bank of
the information contained in such notice and its proportionate share of such
borrowing. No later than 12:00 noon on the date specified in such notice, each
Bank shall make available to the Agent, in immediately available funds, its
proportionate share of such borrowings.
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4.2. Payments of Interest and Principal. Loans made under the Revolving
Credit Notes shall bear interest at the Borrower's option at a rate per annum
equal to: (i) the Prime Rate or (ii) the Adjusted LIBOR Rate, in either case
plus the Applicable Margin.

The rate selected by the Borrower as provided in this Section 4.2 is
sometimes herein referred to as the "Revolving Loan Interest Rate."

Interest accruing with respect to the Revolving Loans shall be paid
each Fiscal Month of the Borrower to the Agent for the ratable benefit of the
Banks. The Agent shall exercise its best efforts to submit an invoice to the
Borrower for a Fiscal Month's interest payment by the fourth Business Day of the
next succeeding month (but after the end of the Borrower's previous Fiscal
Month); provided, however, that no failure on the part of the Agent to so
deliver such invoice by such date will relieve the Borrower of its obligation to
make such interest payment for such Fiscal Month. Each such invoice shall state
the amount payable to each of the Banks under such invoice. The amount so
accruing will be payable on the tenth Business Day of each Fiscal Month,
commencing on the first such interest payment date following the date of the
first Revolving Loan, and continuing until payment in full of the Revolving
Credit Notes. The Agent is hereby authorized by the Borrower (but only on or
after the tenth Business Day of such Fiscal Month of the Borrower) to debit an
account of the Borrower (for the benefit of the Banks) with either of the Banks
as designated by the Borrower 1in an amount equal to the amount then due and
payable under this Section 4.2 by the Borrower to the Banks for such Fiscal
Month. No late charge will be assessed against the Borrower with respect to any
payment due hereunder until after the fifteenth day after the due date therefor.
Borrower shall immediately pay to the Agent, for the pro rata benefit of the
Banks, on the date the Revolving Credit Notes become due and payable, the entire
outstanding principal amount of the Revolving Loans, together with the accrued
interest thereon through and including such date. The Borrower may make payments
of principal on the Revolving Loans at any time and from time to time, provided
that such payments must be in amounts of not less than $100,000 and in integral
amounts of $100,000, and provided further that the Borrower may not make either
a borrowing under Section 4.1 hereof or a payment of principal pursuant to this
Section 4.2 more often than three times during any calendar week.

From time to time Borrower will select the applicable Revolving Loan
Interest Rate based on quotes from the Agent. The Adjusted LIBOR Rate will be a
fixed rate for one Fiscal Month. This rate option may be designated as of the
first Business Day of a Fiscal Month and such rates shall be effective as of the
first day of the Fiscal Month and shall be in effect through the final day of
the Fiscal Month. If the Revolving Loan Interest
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Rate is being calculated based on the Prime Rate, the rate shall adjust daily as
changes occur in the Prime Rate.

On or before 11:00 a.m. (Charlotte, North Carolina time) on the first
Business Day of each Fiscal Month at the Borrower's request, the Agent shall
notify the Borrower of the Revolving Loan Interest Rate options, and the
Borrower may before 12:00 noon on such day designate to the Agent the applicable
Revolving Loan Interest Rate which shall apply to such Fiscal Month. If the
Borrower fails to designate an applicable Revolving Loan Interest Rate by 12:00
noon on such date, the Revolving Credit Notes will bear interest for such Fiscal
Month at the lower of the Revolving Loan Rate options on such date.

4.3. Termination or Reduction of Revolving Credit Commitments. Borrower
shall have the right, upon written notice (effective upon receipt) to the Agent
and each of the Banks, to terminate, or from time to time, to reduce, the
Revolving Credit Commitments without premium or penalty, except as provided
below. Any such reduction in the Revolving Credit Commitments shall in turn
reduce, pro rata, the amount of the First Union Revolving Credit Commitment and
the Wachovia Revolving Credit Commitment. Each partial reduction of the
Revolving Credit Commitments shall be in an aggregate amount equal to $1,000,000
or any integral multiple thereof. Each such reduction shall be accompanied by
prepayment of the Revolving Credit Notes (each such payment being applied, pro
rata, to the First Union Revolving Credit Note and the Wachovia Revolving Credit
Note), together with accrued interest thereon, to the extent that the aggregate
principal amount thereof then outstanding exceeds the Revolving Credit
Commitments as so reduced. Any such prepayments shall be made to the Agent, for
the ratable benefit of the Banks. In any event, all Revolving Credit Commitments
will terminate on March 1, 2001, at which time the Revolving Credit Notes shall
be due and payable in full.
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4.4, Bankers' Acceptances.

(a) Drafts. Subject to the terms and conditions hereof and in
its sole discretion, either Bank may accept (in which case such Bank
shall be referred to herein as an "Accepting Bank"), for the account of
the Borrower and at the Borrower's request and without regard to the
amount of the Accepting Bank's Revolving Credit Commitment, such drafts
as the Borrower may from time to time designate (such drafts, upon
being accepted by either such Bank, are referred to herein as "Accepted
Drafts"); provided, however, that the Borrower shall not request either
Bank to accept a draft if (i) the amount of such draft is less than
$1,000,000 or is not in an integral multiple of $1,000,000; (ii) upon
such Bank's acceptance of such draft the aggregate stated amount of
outstanding Accepted Drafts would exceed the lesser of $33,500,000 or
the then aggregate amount of the Revolving Credit Commitments; (iii)
upon the Bank's acceptance of such draft the sum of the outstanding
aggregate principal amount of the Revolving Loans plus the aggregate
stated amount of outstanding Accepted Drafts would exceed the lesser of
$33,500,000 or the then aggregate amount of the Revolving Credit
Commitments; (iv) the date the draft is to mature is later than either
(A) a Revolving Loan Termination Date on which all of such Bank's
Revolving Loans will terminate or (B) ninety (90) days after the date
the draft is presented to such Bank for acceptance; or (v) a Default or
an Event of Default has occurred and is continuing. All such drafts
requested pursuant to this Section 4.1 shall be substantially in the
customary form of the Accepting Bank. The Accepting Bank shall
promptly, upon the acceptance of a draft, notify the Agent and the
other Bank of such Accepted Draft, specifying the date, amount and
maturity thereof. The Accepting Bank shall also notify the Agent and
the other Bank at such time as such Accepted Draft has matured and been
paid in full by the Borrower.

(b) Request for a Draft. Whenever the Borrower desires the
acceptance of a draft it shall, in addition to providing such documents
as the Accepting Bank may require, including a detailed statement
describing the transaction, if any, to be financed by the draft,
deliver the draft and accompanying information to the Accepting Bank no
later than 11:00 A.M. (Charlotte, North Carolina time) at least two (2)
Business Days in advance of the proposed date of acceptance.

(c) Repayment. The Borrower shall pay to the Accepting Bank,
in United States currency same-day-available funds, the amount of each
Accepted Draft on or prior to its date of maturity. In the event that
the Borrower fails to make timely such payment, the Accepting Bank may,
on the Borrower's behalf, request a Loan under the Revolving Loans in
the amount of such Accepted Draft by notice to the Agent,

-20-



and such request for a Loan by the Accepting Bank shall be deemed to
have been made by the Borrower pursuant to Section 4.1 hereof,
whereupon the Banks shall, subject to the conditions set forth in this
Agreement, honor such request and disburse such Loan to the Accepting
Bank for and on behalf of the Borrower. For purposes of the immediately
preceding sentence, however, the failure of the Borrower to pay to the
Accepting Bank the amount of the Accepted Draft on or prior to its date
of maturity shall not be considered a Default or Event of Default. The
Borrower hereby irrevocably appoints such Accepting Bank as its
attorney-in-fact for and on behalf of the Borrower to request such
Loan. The power-of-attorney granted by this Section is coupled with an
interest and is irrevocable as long as the Revolving Credit Commitments
are outstanding.

(d) Acceptance Rate. The Borrower agrees to pay the Accepting
Bank, on demand, interest in respect of each Accepted Draft at a rate
equal to the rate for bankers' acceptances of a term of 30, 60 or 90
days and of the proposed draft amount quoted by the Accepting Bank to
the Borrower at the time of acceptance of the Accepted Draft and all
reasonable out-of-pocket expenses incurred by such Bank in connection
with the Accepted Draft. Because the Accepting Bank's rate for bankers'
acceptances is subject to frequent change, any quotation of such a rate
by the Accepting Bank to the Borrower shall not be valid if the
Borrower does not present the Accepting Bank with a draft for
acceptance immediately upon such quotation.

(e) Compliance with Laws. The Borrower agrees to comply with
all requirements of law in connection with the transaction financed by
an Accepted Draft and shall perform such transaction in accordance with
the description of the transaction, if any, submitted by the Borrower
to the Accepting Bank upon the Borrower's request for acceptance of a
draft.

(f) Termination of Revolving Credit Commitment.
Notwithstanding anything to the contrary herein, upon the acceleration
of any of the Borrower's obligations hereunder after an Event of
Default or upon the termination of a Revolving Credit Commitment
hereunder, an amount equal to the aggregate amount of the outstanding
Accepted Drafts shall, at the Accepting Bank's option and without
demand upon or further notice to the Borrower, be deemed (as between
such Bank and the Borrower) to have been paid or disbursed by the Bank
under the Accepted Drafts (notwithstanding that such amounts may not in
fact have been so paid or disbursed), and a Loan to the Borrower in the
amount of such Accepted Drafts to have been made and accepted, which
Loan shall be due and payable as provided herein.
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(g) Notwithstanding the foregoing, the Bankers Acceptances
option described in this Section 4.4 shall be available to the Borrower
only in the event that, and so long as, the ratio of Consolidated
Funded Debt to Operating Cash Flow shall be no greater than 2.25 to
1.0.

4.5. Letters of Credit.

(a) Issuance. Subject to the terms and conditions hereof and
of the LOC Documents, if any, and any other terms and conditions which
the Issuing Bank may reasonably require, the Issuing Bank shall issue,
and the Banks shall participate 1in, Letters of Credit for the account
of the Borrower from time to time upon request from the Restatement
Date until the Revolving Loan Maturity Date in a form acceptable to the
Issuing Bank; provided, however, that (i) the aggregate amount of LOC
Obligations shall not at any time exceed TWENTY-TWO MILLION FOUR
HUNDRED THIRTY-SIX THOUSAND FOUR HUNDRED EIGHTEEN AND 54/100 DOLLARS
($22,436,418.54) (the "LOC Committed Amount"). Letters of Credit will
be issued solely for the purpose of supporting industrial development
revenue bonds or similar tax-advantaged programs for the benefit of the
Borrower. Except as otherwise expressly agreed upon by all the Banks,
Letters of Credit shall not have an original expiry date later than the
Revolving Loan Maturity Date. Each Letter of Credit shall comply with
the related LOC Documents. The issuance and expiry date of each Letter
of Credit shall be a Business Day.

(b) Notice and Reports. The request for the issuance of a
Letter of Credit shall be submitted to the Issuing Bank, with a copy to
the Agent, at least three (3) Business Days prior to the requested date
of 1issuance. The 1Issuing Bank will, at least quarterly and more
frequently upon request, provide to the Agent for dissemination to the
Banks a detailed report specifying the Letters of Credit which are then
issued and outstanding and any activity with respect thereto which may
have occurred since the date of the prior report, and including
therein, among other things, the account party, the beneficiary, the
face amount, expiry date as well as any payments or expirations which
may have occurred. The Issuing Bank will further provide to the Agent
promptly wupon request copies of the Letters of Credit, and the Agent
shall provide to the other Banks promptly upon request copies of the
Letters of Credit.

(c) Reimbursement.

(1) Drawings other than Tender Drawings. The
Borrower hereby agrees to pay to the Issuing Bank:
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(A) except as set forth in subsection (ii)
hereof applicable to Tender Drawings that are paid from the
proceeds of a Tender Advance made pursuant to subsection (b)
hereof, immediately after (and on the same Business Day as)
any amount is drawn under a Letter of Credit, a sum (and
interest on such amount as provided in subsection (iii)
hereof) equal to the amount so drawn; and

(B) any and all expenses incurred by the
Issuing Bank in enforcing any rights under this Agreement.

(ii) Tender Drawings.

(A) In the case of a Tender Drawing, subject
to the conditions in Section 8.2 for an Extension of Credit
hereunder, then unless the Borrower shall have given notice of
its election to reimburse the Issuing Bank in immediately
available funds for the full amount of the Tender Drawing
prior to the end of the Business Day thereof, the proceeds of
the amount of each Tender Drawing (other than a Tender Drawing
upon conversion of the interest rate on the underlying bonds
to a fixed rate, and other than the portion of the Tender
Drawing representing interest accrued on the underlying bond
which shall not be subject to repayment with the proceeds of a
Tender Advance hereunder) shall, as provided in subsection (c)
hereof, constitute an advance made by the Issuing Bank to the
Borrower on the date and in the amount of such drawing, each
such advance being referred to as a "Tender Advance". Where
availability exists under the Revolving Credit Commitment, the
Issuing Bank may request a Revolving Loan advance under
Section 4.1 to repay the Tender Advance. Where the Issuing
Bank does not request a Revolving Loan advance in accordance
with the terms hereof or where availability does not exist
under the Revolving Credit Commitment or Revolving Loan
advances may not be made, the Tender Advance shall remain
outstanding in accordance with terms hereof. Any amounts drawn
to pay the portion of the purchase price of the wunderlying
bonds constituting accrued interest shall be reimbursed as
provided in subsection (i) hereof and shall not be reimbursed
from the proceeds of a Tender Advance.

(B) Acceptance by the Borrower of each
Tender Advance shall constitute a representation and warranty
by the Borrower as of the date thereof that the conditions of
Section 8.2 to each Extension of Credit have been satisfied.
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(iii) Unreimbursed Drawings. The Borrower shall pay
to the Issuing Bank upon demand interest at a per annum rate equal to
the Prime Rate plus two percent (2%) on any and all amounts (other than
Tender Advances referred to in subsection (ii) hereof) unpaid by the
Borrower when due hereunder (in the case of amounts in respect of
interest, to the maximum extent permitted by law) commencing the day
after such amounts first became due until payment is made. The
Borrower's reimbursement obligations hereunder shall be absolute and
unconditional wunder all circumstances irrespective of any rights of
set-off, counterclaim or defense to payment the Borrower may claim or
have against the Issuing Bank, the Agent, the Banks, the beneficiary of
the Letter of Credit drawn upon or any other Person, including without
limitation any defense based on any failure of the Borrower to receive
consideration or the legality, validity, regularity or unenforceability
of the Letter of Credit. The 1Issuing Bank will promptly notify the
other Banks of the amount of any unreimbursed drawing and each Bank
shall promptly pay to the Agent for the account of the Issuing Bank in
Dollars and in immediately available funds, the amount of such Bank's
LOC Commitment Percentage of such unreimbursed drawing. Such payment
shall be made on the day such notice is received by such Bank from the
Issuing Bank if such notice 1is received at or before 2:00 P.M.
(Charlotte, North Carolina time), otherwise such payment shall be made
at or before 12:00 Noon (Charlotte, North Carolina time) on the
Business Day next succeeding the day such notice is received. If such
Bank does not pay such amount to the Issuing Bank in full upon such
request, such Bank shall, on demand, pay to the Agent for the account
of the Issuing Bank interest on the unpaid amount during the period
from the date of such drawing until such Bank pays such amount to the
Issuing Bank in full at a rate per annum equal to, if paid within two
(2) Business Days of the date of drawing, the Federal Funds Rate and
thereafter at a rate equal to the Prime Rate. Each Bank's obligation to
make such payment to the 1Issuing Bank, and the right of the Issuing
Bank to receive the same, shall be absolute and unconditional, shall
not be affected by any circumstance whatsoever and without regard to
the termination of this Credit Agreement or the Commitments hereunder,
the existence of a Default or Event of Default or the acceleration of
the Obligations hereunder and shall be made without any offset,
abatement, withholding or reduction whatsoever.

(d) Tender Advances.

(i) The Issuing Bank hereby agrees, on the terms and
conditions of this Agreement, to make Tender Advances to the Borrower
for the purpose of paying Tender Drawings arising from time to time
during the period from the Restatement Date to the Revolving Loan
Termination Date.
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The Bank agrees that upon any Tender Drawing under a Letter of Credit
the Issuing Bank shall, without any notice or other action on the part
of the Borrower but subject to satisfaction of the conditions of
Section 8.2 hereof, make a Tender Advance in an amount equal to such
Tender Drawing, the proceeds of which shall automatically be applied by
the Issuing Bank to the payment in full of the Tender Drawing. The
Borrower hereby agrees to pay to the Issuing Bank the aggregate unpaid
principal amount of the Tender Advances together with all accrued and
unpaid interest thereon as provided in subparagraph 4.5(d)(iii) below.
The Tender Advances may, but need not, be made against and evidenced by
such promissory notes or instruments as the 1Issuing Bank may deem
appropriate. Where a Tender Advance is evidenced by a promissory note
or other instrument, the Borrower authorizes the 1Issuing Bank to
endorse on any schedule which may be attached thereto the amount of
each Tender Advance made by the Issuing Bank to the Borrower hereunder,
the date of the Tender Advance and the amount of each payment or
prepayment of principal of such Tender Advance received by the Issuing
Bank; provided, however, that any failure by the Issuing Bank to make
any such endorsement shall not limit, modify or affect the obligations
of the Borrower hereunder or under any promissory note or instrument
relating thereto in respect of such Tender Advances.

(ii) The Borrower hereby promises to pay to the
Issuing Bank interest at a rate per annum equal to the rate selected by
the Borrower and applicable to Revolving Loans under Section 4.2 hereof
for the period commencing on the date of such Tender Advance to, but
excluding, the date such Tender Advance 1is paid in full. Accrued
interest on each Tender Advance shall be payable (A) on the dates
provided for payment of interest on Revolving Loans in Section 4.2
hereof, (B) upon the payment or prepayment thereof, and (C) on the
Revolving Loan Termination Date.

(iii) Each Tender Advance shall be payable on the
earlier of (A) the date of remarketing of the underlying bonds relating
to such Tender Advance, or (B) the Revolving Loan Termination Date. All
Tender Advances may be prepaid in whole or in part (in multiples of
$5,000) at any time by the Borrower on one (1) Business Day's notice
stating the amount to be prepaid (which if in part shall be $5,000 or a
whole multiple thereof), and at any time on behalf of the Borrower on
one (1) Business Day's notice from the Borrower directing the Issuing
Bank to deliver a specified principal amount of pledged bonds held by
the Issuing Bank or its designated pledge agent for remarketing
pursuant to the terms of the 1Indenture relating thereto. Each such
notice of prepayment shall be irrevocable and shall specify the Tender
Advance to be prepaid and the amount of the Tender Advance to be
prepaid and the date of prepayment (which date
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shall be a Business Day). Upon payment to the Issuing Bank of amounts
hereunder in payment or prepayment on the Tender Advances, together
with accrued interest thereon, the Issuing Bank shall release from the
pledge and security interest relating thereto a principal amount of
Pledged Bonds (consisting of the wunderlying Bonds relating to such
Tender Advance) equal to the amount of such payment or prepayment.

(e) Participations. Each Bank, with respect to the Existing
Letters of Credit, hereby purchases a participation interest in such
Existing Letters of Credit and with respect to Letters of Credit issued
on or after the Restatement Date, upon issuance of a Letter of Credit,
shall be deemed to have purchased without recourse a risk participation
from the Issuing Bank in such Letter of Credit, and in each case in any
Tender Advances relating thereto and in the other obligations arising
thereunder and any collateral relating thereto, in each case in an
amount equal to its LOC Commitment Percentage of the obligations under
such Letter of Credit and shall absolutely, wunconditionally and
irrevocably assume, as primary obligor and not as surety, and be
obligated to pay to the Issuing Bank therefor and discharge when due,
its LOC Commitment Percentage of the obligations arising under such
Letter of Credit (including, for purposes hereof, Tender Advances).
Without 1limiting the scope and nature of each Bank's participation in
any Letter of Credit and in Tender Advances relating thereto, to the
extent that the Issuing Bank has not been reimbursed as required
hereunder or under any such Letter of Credit (or, in the case of a
Tender Advance, 1in accordance with the terms hereof), each such Bank
shall pay to the Issuing Bank its LOC Commitment Percentage of such
unreimbursed drawing (or Tender Advance) in same day funds on the day
of notification by the Issuing Bank of an unreimbursed drawing pursuant
to the provisions of subsection (d) hereof. The obligation of each Bank
to so reimburse the Issuing Bank shall be absolute and unconditional
and shall not be affected by the occurrence of a Default, an Event of
Default or any other occurrence or event. Any such reimbursement shall
not relieve or otherwise impair the obligation of the Borrower to
reimburse the Issuing Bank under any Letter of Credit, together with
interest as hereinafter provided.

(f) Modification, Extension. The issuance of any supplement,
modification, amendment, renewal, or extension to any Letter of Credit
shall, for purposes hereof, be treated in all respects the same as the
issuance of a new Letter of Credit hereunder.

(g) Uniform Customs and Practices. The Issuing Bank may have
the Letters of Credit be subject to The Uniform Customs and Practice
for Documentary Credits, as published
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as of the date of issue by the 1International Chamber of Commerce (the
"UCP"), in which case the UCP may be incorporated therein and deemed in
all respects to be a part thereof.

(h) Letter of Credit Fees.

(i) Letter of Credit Fee. 1In consideration of the
issuance of Letters of Credit hereunder, the Borrower agrees to pay a
fee (the "Letter of Credit Fee") equal to the Applicable Percentage per
annum on the average daily maximum amount available to be drawn under
each such Letter of Credit from the date of issuance to the date of
expiration. The Borrower agrees to pay to the Issuing Bank for its own
account, without sharing by the other Banks such additional fee, if
any, as may from time to time be agreed upon by the Borrower and the
Issuing Bank. The Letter of Credit Fee shall be payable to the Agent
annually in advance on April 1, of each year. The Agent shall pay over
to the Banks (including the Issuing Bank) their respective ratable
share of the Letter of Credit Fee promptly upon receipt.

(ii) Issuing Bank Fees. In addition to the Letter of
Credit Fees payable pursuant to subsection (i) hereof, the Borrower
agrees to pay to the Issuing Bank for its own account, without sharing
by the other Banks such additional fee, if any, as may from time to
time be agreed upon by the Borrower and the Issuing Bank and also
customary charges from time to time of the Issuing Bank, with respect
to the issuance, amendment, transfer, administration, cancellation and
conversion of, and drawings under, such Letters of Credit
(collectively, the "Issuing Bank Fees").

(1) Existing Reimbursement Agreement. Reference is hereby made
to that $4,500,000 Guilford County, North Carolina, Industrial
Facilities and Pollution Control Financing Authority Industrial
Development Revenue Bonds (Culp, Inc. Project) Series 1988, to the
Existing Letter of Credit relating thereto as referenced on Exhibit 9,
and to the Reimbursement Agreement dated as of December 1, 1993 between
wWachovia Bank of North Carolina, N.A. and the Borrower, as amended (the
"Existing Reimbursement Agreement"). Plans have been made to replace
the foregoing letter of credit with a new Letter of Credit issued by
wWachovia under this Credit Agreement, but until such time as the new
Letter of Credit has been issued hereunder and the foregoing Existing
Letter of Credit has been terminated and surrendered, the Existing
Reimbursement Agreement shall remain in effect, provided, however, that
the provisions of such Reimbursement Agreement which contrast with or
are in conflict with the provisions of this Agreement shall be deemed
amended and modified to conform with the provisions of this Agreement.
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SECTION 5. The Notes.

5.1. Computation of Interest. Interest on each of the Revolving Credit
Notes and the Term Notes (the "Notes") shall be computed on the actual number of
days elapsed, based on a year of 360 days.

5.2. Payments. All payments (including prepayments) made by the
Borrower on account of principal, interest and fees shall be made at the office
of the Agent referred to in Section 13.10 hereof, for the benefit of the Banks
as appropriate, prior to 11:00 a.m., Charlotte, North Carolina time on the date
of payment in immediately available funds and, when due or upon instruction from
the Borrower, may be made by debit to the Borrower's account with the Agent (for
the benefit of the Banks) or with either Bank as contemplated herein. Promptly
upon receipt of any such payments the Agent shall remit each Bank's pro rata
portion thereof to such Bank in immediately available funds or credit such
amounts to an account which such Bank then maintains with the Agent.

5.3. Facility Fee. The Borrower shall pay a facility fee equal to
$100,500 (0.30%) per annum in respect of the Revolving Credit Commitments. Such
fee shall be paid annually to the Agent for the ratable benefit of the Banks
(based upon the Revolving Credit Commitments of each Bank), the first such
annual payment being due on April 1, 1996 and subsequent annual payments being
due on the anniversary dates thereof. The Agent shall submit an invoice to the
Borrower with respect to each annual payment due hereunder, and each such
invoice shall state the amount payable to each of the Banks under such invoice.
In the event of the termination of the Revolving Credit Commitments pursuant to
the second paragraph of Section 4.3 hereof, such fee shall be payable only with
respect to that portion of a twelve-month period during which the Revolving
Credit Commitments are in effect, and each Bank shall refund to the Borrower
such Bank's pro rata share of any such excess facility fee payment. In the event
of a reduction in the Revolving Credit Commitments at the election of the
Borrower pursuant to the first paragraph of Section 4.3 hereof, no part of, the
facility fee paid by the Borrower for the year in which the notice of such a
reduction is given shall be refunded, but the amount of the facility fee shall
be adjusted as of the next anniversary date of the Closing Date after such
reduction to an amount that bears the same proportion (0.30%) to the total
Revolving Credit Commitments following such reduction as $100,500 bears to the
total Revolving Credit Commitments as of the date hereof.

5.4. Default Rate of Interest. Upon the occurrence of and during the
continuance of an Event of Default, the principal amount outstanding under the
Notes shall, at the option of the Required Banks (but only upon and after
written notice to the
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Borrower of the Required Bank's exercise of their rights wunder this Section
5.4), bear interest at a rate per annum equal to the Prime Rate plus 2% (the
"Default Rate"). Upon the occurrence and during the continuance of an Event of
Default by reason of the failure by the Borrower to pay to the Accepting Bank
any amounts due the Accepting Bank pursuant to Section 4.4(c) hereof, such
amounts shall bear interest from the date due until paid at the rate per annum
equal to the Default Rate.

5.5. Late Charge. A late charge of four percent (4%) of each payment
past due for more than fifteen (15) days shall be added to the amount due with
respect to such payment.

SECTION 6. Use of Proceeds. The proceeds of the Revolving Loans shall be used by
the Borrower for Capital Expenditures, for normal working capital requirements
and to repay from time to time Accepted Drafts. The proceeds of the Term Loans,
other than the proceeds made available by the Banks pursuant to the Third
Amendment, shall be used by the Borrower to refinance and restructure existing
indebtedness of the Borrower to First Union and Wachovia and for ongoing
corporate purposes.

SECTION 7. Representations and Warranties. In order to induce each of the Banks
to enter into this Agreement and to make the Extensions of Credit herein
provided for, the Borrower, as of the date hereof, represents and warrants to
the Banks (which representations and warranties shall survive the delivery of
the documents mentioned herein and the making of the initial Extensions of
Credit contemplated hereby) as follows:

7.1. Incorporation. Borrower and each Subsidiary are corporations duly
organized, existing and in good standing under the laws of their respective
Jurisdictions of incorporation, and have the corporate power to own their
respective properties and to carry on their respective businesses as now being
conducted, and, to the best of their knowledge, are duly qualified as foreign
corporations to do business in every jurisdiction in which the nature of their
respective  businesses makes such qualification necessary (except such
jurisdictions, if any, in which the failure to be so qualified will not have a
material adverse effect on their respective businesses) and are in good standing
in such jurisdictions. Exhibit 3 contains a complete 1list of all of the
Borrower's Subsidiaries and all of the Borrower's investments in other Persons.

7.2. Power and Authority. Borrower 1is duly authorized under all
applicable provisions of law to execute and deliver this Agreement, the Notes
and the other Loan Documents and to execute, deliver and perform under this
Agreement, and all corporate action on its part required for the lawful
execution, delivery and performance thereof has been duly taken; and this
Agreement, the Notes and the other Loan Documents upon due execution and
delivery thereof, will be the valid and enforceable instruments
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and obligations of Borrower in accordance with their terms. Neither the
execution of this Agreement nor the creation or issuance of the Notes or the
other Loan Documents, nor the fulfillment of or compliance with their provisions
and terms, will conflict with, or result in a breach of the terms, conditions or
provisions of, or constitute a violation of or default under any applicable law,
regulation, writ or decree or the articles of incorporation or bylaws of
Borrower or any subsidiary, or any agreement or instrument to which Borrower or
any Subsidiary is now a party, or create any lien, charge or encumbrance upon
any of the property or assets of Borrower or any Subsidiary except for the liens
created pursuant to the Loan Documents.

7.3. Financial Condition. The consolidated balance sheet of Borrower
and its Subsidiaries for the Fiscal Year ended as of April 30, 1995, and the
related consolidated statements of income and retained earnings and consolidated
statements of cash flow for the year then ended, certified by independent public
accountants, copies of which have been furnished to the Banks, are correct,
complete and fairly present the financial condition of Borrower and its
Subsidiaries as at the date of said balance sheet and the results of their
operations for such period. The interim consolidated balance sheet and interim
consolidated statement of income and retained earnings and statements of cash
flow as of or for the period ended January 28, 1996, prepared by the chief
financial officer of the Borrower, copies of which have been furnished to the
Banks, are true and correct and present fairly, subject to normal recurring
year-end adjustments, the financial condition of Borrower and its Subsidiaries
as of such date and the results of their operations for such period. The
Borrower and its Subsidiaries do not have any material direct or contingent
liabilities as of the date of this Agreement which are not provided for or
reflected in the consolidated balance sheets dated January 28, 1996, or referred
to in notes thereto or set forth in Exhibit 4 hereto. All such financial
statements have been prepared in accordance with generally accepted accounting
principles in the United States applied on a consistent basis throughout the
period involved. There has been no material adverse change in the business,
properties, or condition, financial or otherwise, of Borrower or any Subsidiary
since January 28, 1996. No statement contained in this Agreement or in any
schedule or exhibit hereto or in any certificate delivered (or to be delivered)
pursuant hereto contains (or will contain) any material misstatement of fact or
omit (or will omit) to state a material fact or any fact necessary to make the
statement contained therein not materially misleading.

7.4. Title to Assets. Borrower and its Subsidiaries have good and
marketable title to their respective properties and assets, both real and
personal property, including the properties and assets reflected in the
financial statements and notes thereto described in Section 7.3 (the "Financial
Statements"),
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except for such assets as have been disposed of since the date of the Financial
Statements in the ordinary course of business or as are no longer useful in the
conduct of their respective businesses, and all such properties and assets are
free and clear of all liens, mortgages, pledges, encumbrances or charges of any
kind except for Permitted Encumbrances.

7.5. Absence of Pending Actions. There are no suits or proceedings
pending before any court, quasi-judicial or administrative body or regulatory
agency or, to the knowledge of Borrower, threatened against or affecting
Borrower or the Real Property, or involving the validity or enforceability of
the Loan Documents or relating to Borrower's actual use of the Real Property or
involving any risk of a judgment or a 1liability the likely outcome of which
would have a material adverse effect on the financial condition, business or
properties of Borrower or Borrower's ability to perform its obligations under
the Loan Documents, or any Lease respecting the Real Property, except as
described in Exhibit 4 hereto.

7.6. Contingent Liabilities. The Borrower, and its, Subsidiaries have
not guaranteed any obligations of others and are not, to the best of their
knowledge, contingently liable in any manner, direct or indirect, except as
otherwise permitted under Section 10.2 hereof or as disclosed in the Financial
Statements or Exhibit 4 hereto.

7.7. Taxes. Borrower and its Subsidiaries have filed all tax returns
required to be filed by them and all taxes due with respect thereto have been
paid, and, except as described in Exhibit 4 hereto, no material controversy in
respect of additional taxes, state, federal or foreign, of Borrower or its
Subsidiaries 1is pending, or, to the knowledge of Borrower, threatened. The
federal and state income taxes of Borrower and its Subsidiaries have been
examined and reported on or closed by applicable statutes for all Fiscal Years
to and including the Fiscal Year ending April 30, 1993, and adequate reserves
have been established for the payment of all such taxes for periods ended
subsequent to April 30, 1993.

7.8. Contract or Restriction Affecting Borrower. Neither the Borrower
nor its Subsidiaries are parties to, nor are legally bound by any contract or
agreement, or subject to any charter or other corporate restrictions, or subject
to the renegotiation of any contract which does or may materially and adversely
affect the business, properties or condition, financial or otherwise, of
Borrower or its Subsidiaries, except as disclosed or reflected in the Financial
Statements or on Exhibit 4.

7.9. [INTENTIONALLY LEFT BLANK]
7.10. Permits and Licenses. Borrower has obtained, or will obtain, all

required federal, state and local permits, licenses,
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approvals and authorizations, including those required by the Federal
Environmental Protection Agency and any state or local authority charged with
the enforcement or regulation of environmental and land use matters, and has
complied in all material respects, or will comply in all material respects, with
all building, safety, division, zoning, land use and other requirements of any
state, municipal or other governmental authority, pertaining to the construction
or operation of the Improvements.

7.11. Trademarks, Franchises and Licenses. Borrower and its
Subsidiaries own, possess, or have the right to use all necessary patents,
licenses, franchises, trademarks, trademark rights, trade names, trade name
rights and copyrights to conduct their respective businesses as now conducted,
without known conflict with any patent, 1license, franchise, trademark, trade
name, or copyright of any other Person.

7.12. [INTENTIONALLY LEFT BLANK]
7.13. [INTENTIONALLY LEFT BLANK]

7.14. ERISA. Borrower and each Subsidiary are in compliance in all
material respects with all material requirements of ERISA applicable to it, and
no Reportable Event (as defined in ERISA) has occurred and is continuing with
respect to any Plan (as defined in ERISA).

7.15. Environmental Matters. Except as set forth in
Exhibit 4:

(a) the Real Property of Borrower and each Subsidiary is in
compliance in all material respects with all Acts that are applicable
to the Borrower, and the Borrower and each Subsidiary have obtained and
currently maintain all licenses, permits and approvals required with
respect to Hazardous Substances and are in compliance in all material
respects with all such licenses, permits and approvals;

(b) as of this date, none of the Real Property has been used
to illegally treat, store or dispose of Hazardous Substances, and no
Hazardous Substances are illegally located on, in or under any of the
Real Property or used or emitted in connection therewith, except to the
extent that Borrower has fully disclosed to the Banks in writing the
existence, extent and nature of any such Hazardous Substances on, in or
under any of the Real Property or used or emitted in connection
therewith;

(c) to the best of Borrower's knowledge and belief, no portion
of any of the Real Property is part of a flood plain or flood hazard
area or protected wetlands, except to the extent that Borrower has
fully disclosed to the Banks in
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writing the existence, extent and nature of such flood plain, flood
hazard area or wetlands; and

(d) Borrower has notified the Banks of Borrower's receipt of
any citations, orders, notices, consent agreements, lawsuits, claims,
or similar communication from a Governmental Authority or third party
alleging a violation of any Acts (including allegations of a violation
of the common law).

7.16. No Default. Neither the Borrower nor any Subsidiary is in default
in the performance, observance or fulfillment of any of its material
obligations, covenants or conditions contained in any agreement or instrument to
which it is a party.

SECTION 8. Conditions.

8.1. Conditions of Closing. The obligation of the Banks to make the
Loans herein provided for 1is subject to the continuing accuracy of all
representations and warranties of the Borrower herein (except to the extent such
representations and warranties shall become inaccurate solely as a result of
subsequent occurrences permitted under this Agreement or otherwise disclosed to
the Banks) and the performance of all agreements by Borrower contained herein,
including the following:

(a) Legal Opinions. On the date hereof, and to the extent required by
the Banks upon any further closing hereunder, the Banks shall have received the
favorable opinion of Robinson, Bradshaw & Hinson, P.A., counsel for Borrower,
addressed to the Banks, in form and substance satisfactory to the Banks.

(b) Closing Documents. Borrower shall have delivered to
the Banks on or prior to the date hereof:

(1) the executed Term Notes and Revolving Credit Notes
and executed counterparts of this Agreement;

(ii) corporate resolutions of the Board of Directors of the
Borrower, in form satisfactory to the Banks, approving this Agreement,
the Notes and the other Loan Documents and the transactions
contemplated thereby and authorizing execution, delivery and
performance thereof; and

(iii) a copy of the Borrower's articles of incorporation and
bylaws certified by the Secretary or Assistant Secretary of the
Borrower to be true and correct copies as currently in effect.

8.2. Conditions to Each Extension of Credit. The obligation of the

Banks to make any Extension of Credit hereunder is subject to satisfaction of
the following conditions on the date of the making thereof:
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(a) Representations and Warranties. The representations and
warranties made by the Borrower herein or in any certificate furnished
to the Banks in connection herewith shall be true and correct in all
material respects on and as of such date (except as to those matters
which by there terms relate to a prior period).

(b) No Default or Event of Default. No Default or Event of
Default shall have occurred and be continuing on such date or after
giving effect to the Extension of Credit to be made thereby.

Each acceptance by the Borrower of an Extension of Credit hereunder shall be
deemed to constitute a representation and warranty by the Borrower as of the
date of the Extension of Credit that the foregoing conditions have been
satisfied.

SECTION 9. Affirmative Covenants. Borrower covenants that, so long as any
portion of the indebtedness evidenced by the Notes or any other obligation
hereunder remains unpaid and unless the Banks otherwise consent in writing, it
will:

9.1. Financial Reports and Other Data.

(a) As soon as practicable and in any event within 45 days
after the end of each of the first three Fiscal Quarters of Borrower,
deliver to each of the Banks (i) a consolidated and, if requested by
the Banks, a consolidating balance sheet of Borrower and 1its
Subsidiaries as at the end of such Fiscal Quarter, and related
statements of income and retained earnings and statements of cash flow
for such Fiscal Quarter and for the period from the beginning of the
current Fiscal Year to the end of such Fiscal Quarter, setting forth in
comparative form figures for the corresponding periods in the preceding
Fiscal Year, all in reasonable detail and certified by either the chief
executive officer or the chief financial officer of Borrower to have
been prepared in accordance with generally accepted accounting
principles in the United States applied on a consistent basis, subject
only to changes resulting from normal, recurring year-end adjustments
and (ii) a Form 10-Q as filed by the Borrower with the Securities and
Exchange Commission with respect to such Fiscal Quarter.

(b) As soon as practicable and in any event within 120 days
after the end of each Fiscal Year, deliver to each of the Banks (i) a
consolidated and a consolidating balance sheet of Borrower and its
Subsidiaries as at the end of such Fiscal Year, and related statements
of income and retained earnings and statements of cash flow for such
Fiscal Year, setting forth in each case in comparative form
corresponding figures from the preceding annual audit, all in
reasonable
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detail, and certified by and containing an opinion, reasonably
acceptable to the Banks, from a firm of nationally recognized
independent certified public accountants, and (ii) a Form 10-K as filed
by the Borrower with the Securities and Exchange Commission with
respect to such Fiscal year.

(c) Furnish, at the reasonable request of either of the Banks,
opinions of legal counsel, independent public accountants and officers'
certificates satisfactory to such Bank, regarding matters incident to
this Agreement. Upon delivery of the financial statements as required
in Sections 9.1(a) and (b), the Borrower will furnish the Banks, with a
certificate 1in the form of Exhibit 5 attached hereto as of the end of
the preceding Fiscal Quarter, signed by Borrower's chief executive
officer or chief financial officer. 1In addition, the Borrower shall
give each of the Banks prompt written notice of a default or failure of
performance under any material agreement or contract to which either
the Borrower or a Subsidiary is a party or by which it is bound.

(d) Promptly deliver to each of the Banks a copy of all (i)
proxy materials submitted to the shareholders of the Borrower, (ii)
reports and registration statements (including, without 1limitation,
forms 10-K and 10-Q as required above) furnished to the Securities and
Exchange Commission, or any governmental authority which is substituted
therefor, or with any national securities exchange, and (iii) all
reports relating to any "Reportable Event" as defined under ERISA.

(e) Wwith reasonable promptness, deliver such additional
financial or other data as either of the Banks may from time to time
reasonably request. Each of the Banks is hereby authorized (but only if
required to do so) to deliver a copy of any financial statements or
other information relating to the business operations or financial
condition of the Borrower and its Subsidiaries which may be furnished
to it or come to its attention pursuant to this Agreement or otherwise,
to any regulatory body or agency having jurisdiction over such Bank.

9.2. Taxes and Liens. Promptly pay, or cause to be paid, all taxes,
assessments or other governmental charges which may lawfully be levied or
assessed upon the income or profits of Borrower, or any Subsidiary, or upon any
property, real, personal or mixed, belonging to Borrower or any Subsidiary, or
upon any part thereof, and also any lawful claims for 1labor, material and
supplies which, if unpaid, might become a lien or charge against any such
property; provided, however, neither the Borrower nor any Subsidiary shall be
required to pay any such tax, assessment, charge, levy or claim so long as (i)
the Borrower contests the
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amount to be paid; (ii) the amount contested is $10,000 or more; (iii) the
Borrower or such Subsidiary shall first deposit with the Agent for the benefit
of the Banks a bond or other security satisfactory to the Agent on behalf of the
Banks in the amount being contested and (iv) the Borrower shall thereafter
diligently proceed to cause such lien, encumbrance or charge to be removed and
discharged.

9.3. Business and Existence. Do or cause to be done all things
necessary to preserve and to keep in full force and effect its corporate
existence; and, if the failure to do or cause to be done so would have a
material adverse effect upon its business, do or cause to be done all things
necessary to preserve and to keep in full force and effect its rights in any
franchises, trade names, patents, trademarks and permits; and continue to engage
principally in the business currently conducted by the Borrower.

9.4. Insurance on Properties. Keep its business and properties insured
at all times with responsible insurance companies and carry such types and
amounts of insurance as are reasonably acceptable to the Banks and as are
usually carried by corporations engaged in the same or similar businesses
similarly situated and upon the request of either of the Banks furnish such Bank
a certificate as to such insurance and such other information or documentation
as may be required by the Agent or the Banks.

During the term of the Loans, the premium on each insurance policy
described above shall be prepaid and the policy term renewed annually in the
same form and with at least the same coverage as the preceding year, with the
Agent on behalf of the Banks to receive evidence of renewal satisfactory to the
Agent on, behalf of the Banks at least thirty (30) days prior to expiration.
Further, no such policy shall be subject to cancellation, nonrenewal or
reduction of coverage unless the insurer has given the Banks at least thirty
(30) days' prior written notice of such action.

9.5. Maintain Property. Maintain those of its properties necessary for
the conduct of its business in good order and repair, and, from time to time,
make all needful repairs, renewals, replacements, additions and improvements
thereto.

9.6. Right of Inspection. Permit any person designated by either Bank,
at such Bank's expense, to visit and inspect any of the properties, corporate
books and financial reports of Borrower and its Subsidiaries and to discuss
their affairs, finances and accounts with their principal officers, all at such
reasonable times and as often as such Bank may reasonably request.

9.7. [INTENTIONALLY LEFT BLANK]
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9.8. Covenant Extended to Subsidiaries. Cause each Subsidiary to do
with respect to itself, its business and its assets, each of the things required
of Borrower in Section 9.2 through 9.6, inclusive.

9.9. Borrower's Knowledge of Default. Immediately give notice to each
of the Banks of the occurrence of any Default or Event of Default hereunder,
specifying the nature thereof, the period of existence thereof and what action
Borrower proposes to take with respect thereto.

9.10. Suits or Other Proceedings. Upon Borrower's obtaining knowledge
thereof, immediately give to each of the Banks written notice (i) of any
litigation, dispute or proceeding involving a claim for $500,000 or more,
instituted against Borrower or any Subsidiary, (ii) of all pending litigations,
disputes and proceedings instituted against the Borrower or a Subsidiary if all
such claims aggregate $500,000 or more, or (iii) of any attachment, levy,
execution, or other process being instituted against any assets of Borrower or
any Subsidiary with respect to a claim of $250,000 or more.

9.11. Observe All Laws. Conform to and duly observe and cause each
Subsidiary to conform to and duly observe in all material respects all laws,
regulations and other valid requirements of any regulatory authority with
respect to the conduct of its business which are known or should be known to the
Borrower.

9.12. Compliance with Laws; Governmental Approvals. Upon the occurrence
of an Event of Default, or if the Banks reasonably believe that Borrower is not
in material compliance with the same, and upon Banks' request, Borrower will
furnish evidence satisfactory to the Banks that the Real Property and
improvements thereon are currently in compliance in all material respects and
will comply in all material respects with all Governmental Requirements and with
all covenants, conditions, easements and restrictions to which the Real Property
and improvements thereon are subject. Borrower will observe, conform and comply
in every material respect with all Governmental Requirements relative to the
construction and operation of the Improvements and the conduct of its business.
The Borrower will be required to comply with and obtain and at all times keep,
in full force and effect such governmental approvals as may be necessary to
comply with the Governmental Requirements relating to the Real Property and its
occupancy.

9.13. ERISA. Comply with and cause each Subsidiary to comply with all
requirements of ERISA applicable to it, including the prompt payment of all
liabilities and obligations arising under any Plan (as defined in ERISA), and
furnish to each of the Banks as soon as possible, and in any event within thirty
(30) days after the Borrower or duly appointed administrator of a Plan
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knows that any Reportable Event (as defined in ERISA) with respect to such Plan
has occurred, an Officer's Certificate setting forth details as to such
Reportable Event or any action which the Borrower proposes to take with respect
thereto, together with a copy of the notice of such Reportable Event given to
the Pension Benefit Guaranty Corporation or a statement that said notice will be
filed with the annual report to the United States Department of Labor with
respect to such Plan if such filing has been authorized.

9.14. Payment of Obligations. Pay and cause each Subsidiary to pay,
when due, all its material obligations and liabilities, except where the same
(other than Consolidated Funded Debt) may be contested in good faith by
appropriate proceedings diligently prosecuted and appropriate reserves for the
accrual of same are maintained.

9.15. [RESERVED]

9.16. Consolidated Tangible Shareholders' Equity. Maintain Consolidated
Tangible Shareholders' Equity of not less than $53,000,000 from and after
January 28, 1996 through that date which is one day prior to the last day of the
Borrower's Fiscal Year ending in 1997 and on the last day of the Fiscal Year
ending in 1997 and each subsequent Fiscal Year of the Borrower (the "Computation
Date") and continuing in each period from the applicable Computation Date
through that date which is one day prior to the end of the next Fiscal Year, the
Borrower shall maintain Consolidated Tangible Shareholders' Equity of not less
than the previous period's required Consolidated Tangible Shareholders' Equity
plus fifty percent (50%) of Net Income (excluding for purposes of this Section
9.16 any net 1loss) of the Borrower for the Fiscal Year ending on such
Computation Date (hereinafter referred to as the "Required Tangible
Shareholders' Equity"); provided, that in the event for any Computation Date
the Borrower's Consolidated Tangible Shareholders' Equity on such Computation
Date exceeds the Required Tangible Shareholders' Equity on such Computation Date
by more than $6,000,000, the Required Tangible Shareholders' Equity shall be
increased for the period beginning on such Computation Date to that amount which
is $6,000,000 less than the Borrower's Consolidated Tangible Shareholders'
Equity on such Computation Date.

9.17. [RESERVED]

9.18. [RESERVED]

9.19. Operating Cash Flow to Interest Expense. Maintain a ratio of (x)
Operating Cash Flow less Capital Expenditures for such period, to (y) Interest
Expense for such period, of at least 2.5 to 1.0 for each Fiscal Quarter.

9.20. Consolidated Funded Debt to Total Capitalization.
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Maintain a ratio of Consolidated (a) Funded Debt to (b) Total Capitalization
plus the amount of unamortized goodwill arising from the acquisition by Borrower
of certain assets of Rossville Companies, 1Inc., Chromatex, 1Inc. and Rossville
Velours, 1Inc. pursuant to a transaction that closed on November 1, 1993, not in
excess of 1 to 1.82 (55%) for each Fiscal Quarter.

9.21. Environmental Provisions and Indemnity.

(a) Borrower will promptly notify the Banks of any change in
the nature or extent of (i) any Hazardous Substances maintained on, in
or under the Real Property or used or emitted in connection therewith
and (ii) any wetlands located on the Real Property.

(b) Borrower will at all times while Agent has any interest in
or lien on the Real Property, operate the Real Property in material
compliance with the Acts (including any required remediation with
respect to Hazardous Substances) and will insure that the Real Property
continues to be in material compliance with all applicable federal,
state and local, environmental laws, statutes, ordinances and
regulations, including but not limited to the Acts.

(c) Borrower will notify Agent immediately upon receipt by
Borrower of any citations, orders, notices, consent agreements,
lawsuits, claims, or similar communication from a Governmental
Authority or third party alleging a violation of any Act or a violation
of the common law as it may relate to Hazardous Substances or wetlands.

(d) Borrower will obtain and maintain all licenses, permits
and approvals required with respect to the existence, extent and nature
of any Hazardous Substances on, in or under the Real Property or used
or emitted in connection therewith and will remain in compliance in all
material respects with all such licenses, permits and approvals.

(e) Borrower will furnish to Agent promptly upon receipt
copies of any and all environmental assessments, reports, studies,
audits or approvals performed with respect to the Real Property or any
portion thereof.

(f) Borrower shall indemnify and hold the Agent and each of
the Banks and each of their respective directors, officers,
shareholders and employees harmless from and against any and all
damages, penalties, fines, claims, liens, suits, liabilities, costs
(including clean-up costs) judgments and expenses (including reasonable
attorney's, consultants' or experts' fees and expenses) of every kind
and nature suffered by or asserted against either of the Banks as a
direct or indirect result of (i) any warranty, representation, covenant
or portion thereof made by Borrower
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in this Section 9.21 or Section 7.15 being false or untrue in any
respect or, any requirement under any Act, which requires the
elimination or removal of any Hazardous Substances by either of the
Banks, Borrower or any transferee of Borrower or such Bank, (ii) any
default by the Borrower 1in the observance or performance of the
covenants and agreements contained in this Section 9.21, or (iii) as a
result of any requirement wunder any Act or any agreement to which
Borrower is a party or by which is bound; or (iv) which are imposed on
Borrower, the Banks or any other party having an interest in the Real
Property by any court or regulatory agency, 1in connection with the
elimination, storage, handling, treatment or removal of any Hazardous
Substances; provided, however, that Borrower's obligation to indemnify
and hold harmless as set forth above shall not exist with respect to
any matter which can be attributed solely to actions of the Banks or to
circumstances which come into existence after Borrower has ceased to
occupy and control any such Real Property.

(g) Borrower's obligations hereunder to the Banks shall not be
limited to any extent by the terms of the Loan Documents and, as to any
act or occurrence prior to payment in full and satisfaction of the Loan
Documents which gives rise to 1liability hereunder, shall continue,
survive and remain in full force and effect notwithstanding payment in
full and satisfaction of the Loan Documents or foreclosure under the
Loan Documents, or delivery of a deed in lieu of foreclosure.

9.22. [INTENTIONALLY LEFT BLANK]
9.23. [INTENTIONALLY LEFT BLANK]
9.24. [INTENTIONALLY LEFT BLANK]

SECTION 10. Negative Covenants of Borrower. Borrower covenants and agrees that
from the date hereof until payment in full of the principal and interest on the
Notes and other obligations hereunder, unless each of the Banks shall otherwise
have consented prior thereto in writing, it will not, nor will it permit any
Subsidiary to, either directly or indirectly:

10.1. Limitations on Liens. Incur, create, assume or, permit to exist
any mortgage, pledge, security interest, encumbrance, lien or charge of any
kind, or permit any Subsidiary to incur, create, assume or permit to exist any
mortgage, pledge, security interest, encumbrance, 1lien or charge of any kind,
upon any of item property or assets of any character now owned or hereafter
acquired including those arising under conditional sales or other title
retention agreements except for Permitted Encumbrances and liens arising under
the Loan Documents and except for consensual liens securing non interest-bearing
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purchase money obligations, payable over a term not to exceed two (2) years,
given to vendors of equipment.

10.2. Guarantee. Guarantee, assume, endorse or otherwise become or
remain directly or contingently liable in connection with the obligations of any
other Person, excluding any Subsidiary, or permit any Subsidiary to guarantee,
assume, endorse or otherwise become or remain directly or contingently liable in
connection with the obligations of any other Person, excluding the Borrower,
other than:

(1) the endorsement of negotiable instruments in the
ordinary course of business for deposit or
collection;

ii uaranties by the Borrower or any of its Subsidiaries
g y y

of or with respect to industrial revenue bonds and
obligations 1listed on Exhibit 6 hereof and any
extensions, modifications, refinancings, refundings
or replacements thereto or thereof; and

(iii) other guaranties not exceeding $2,000,000 in the
aggregate.

10.3. [RESERVED]

10.4. Consolidation or Merger. Enter into any transaction of merger or
consolidation except that (i) another corporation may be merged into Borrower or
a Subsidiary provided that no Default shall exist hereunder immediately before
or following such merger, and (ii) a Subsidiary may merge into Borrower or
another Subsidiary.

10.5. Sale of Assets, Dissolution, etc. During any Fiscal Year
transfer, sell, assign, lease or otherwise dispose of, or permit any Subsidiary
to transfer, sell, assign, lease or otherwise dispose of, more than $5, 000,000
in fair market value of its properties or assets except in the ordinary course
of business, or any of its accounts, notes, franchises or contract rights, or
any stock or any indebtedness of any Subsidiary or any assets or properties
necessary for the proper conduct of its business, or change the nature of its
business, or wind up, liquidate or dissolve, or agree to do any of the
foregoing, or permit any Subsidiary to do so, except that any Subsidiary may
dissolve or transfer all or any mart of its properties and assets to Borrower or

another Subsidiary.

10.6. [INTENTIONALLY LEFT BLANK]
10.7. Loans and Investments. Make any investment, loan or advance of
money, credit or property to any Person or Persons if, after giving effect to

such investment, 1loan or advance, the
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aggregate amount of all outstanding investments, loans or advances made by the
Borrower and its Subsidiaries since the date of this Agreement and that remain
outstanding would exceed $5,000,000. The Borrower shall make no investments in
or advances to any Subsidiary; provided, however, that the Borrower may make
investments in and advances to Canada and Rayonese in an amount not to exceed
$25,000,000 at any time outstanding, to purchase equipment to be wused by
Rayonese in its operations and to provide working capital to Canada and
Rayonese.

10.8. Fiscal Year. Change the date of its Fiscal Year end
from the Sunday closest to April 30.

10.9. [RESERVED]

10.10. Rental Obligations. Incur, create, assume or permit to exist
during any Fiscal Year, 1in respect of leases of real or personal property,
rental obligations or other commitments thereunder by Borrower and any of its
Subsidiaries or make any direct or indirect payment, whether as rent or
otherwise, for fixed or minimum rentals, percentage rentals, property taxes, or,
insurance premiums, if the amount paid in or payable with respect to any such
Fiscal Year exceeds $4,000,000.

10.11. Prepayments. Retire or prepay prior to its stated maturity any
Consolidated Funded Debt (other than (i) non interestbearing purchase money
obligations payable over a period not to exceed two (2) years, given to vendors
of equipment, and (ii) certain subordinated indebtedness evidenced by a
promissory note dated December 14, 1994 in the principal amount of $1,000,000
payable by the Borrower to Rossville Investments, 1Inc. having a term of
repayment in excess of one year, including any renewals, other than indebtedness
to either of the Banks arising hereunder or obligations under industrial revenue
bonds, or pay rental obligations more than 30 days in advance of the time for
payment called for in the lease.

10.12. Other Indebtedness. Incur any additional Consolidated Funded
Debt other than

(1) indebtedness existing as of the Closing Date and
any refinancings, refundings or extensions thereof,

(2) non interest-bearing purchase money obligations payable
over a period not to exceed two (2) years given to vendors of
equipment, and

(3) unsecured indebtedness for borrowed money in an aggregate
amount of up to $50,000,000 outstanding at any time, provided that the
agreement or indenture pursuant to which such indebtedness is issued or
otherwise governed shall have been approved by the Required Banks, such
approval not to be unreasonably withheld (it being
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understood that the Required Banks will approve such debt if the terms,
covenants and conditions governing such debt are no more restrictive
than those contained in this Agreement), and provided further that (i)
upon the incurrence thereof the Borrower shall promptly make the
mandatory prepayment on the Term Loan required by Section 3.4(b) hereof
and (ii) to the extent that the net proceeds of such debt exceed the
outstanding principal balance of the Term Loan on the date such
proceeds are received by the Borrower, the aggregate Revolving Credit
Commitments of the Banks will be reduced by the amount of such excess.

SECTION 11. Events of Default.

11.1. Definition. An "Event of Default" shall exist if any
of the following shall occur:

(a) Payment of Principal. The Borrower fails to make any
payment of principal on any of the Obligations hereunder (including the
Revolving Loans, the Term Loan, the Tender Advances, the BA Obligations
and the LOC Obligations) within 15 days of the date such payment 1is
due; or

(b) Payment of Interest and other amounts. The Borrower fails
to make any payment of interest on any of the Obligations hereunder
(including the Revolving Loans, the Term Loan, the Tender Advances, the
BA Obligations and the LOC Obligations) or fees or other amounts owing
hereunder within 15 days of the date such payment is due; or

(c) Payment of Other Obligations. The Borrower or any
Subsidiary defaults in the payment of principal or interest on any
other Consolidated Funded Debt (other than the indebtedness to either
of the Banks arising hereunder), or on any indebtedness incurred by
reason of restrictive investments relating to industrial revenue bond
financing, beyond any period of grace provided with respect thereto, or
in the performance of any other agreement, term or conditions contained
in any agreement under which any such obligation 1is created, if the
effect of such default is to cause such obligation to become due prior
to its stated maturity; or

(d) Representation of Warranty. Any representation made by
Borrower herein, or in any schedule, exhibit or certificate furnished
in connection with or pursuant to this Agreement or any of the Bond
Documents to which the Borrower is a party shall be false, misleading
or incomplete in any material respect on the date as of which made; or

(e) Financial Covenants. The Borrower or any Subsidiary
defaults in the performance or observance of any agreement or covenant
contained in Sections 9.15 through
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9.20, and Section 10 hereof, wunless such default is waived by the
Required Banks within ten (10) days after the Borrower acquires
knowledge thereof; or

(f) Oother Covenants. The Borrower or any Subsidiary defaults
in the performance or observance of any agreement, covenant, term or
condition binding on it contained herein or in any instrument securing
or guaranteeing any of the Notes and such default shall not have been
remedied or waived by the Required Banks within thirty (30) days (or
any shorter period set forth herein or in such agreement or document)
after written notice shall have been received by it from either of the
Banks; or

(g) Liquidation or Dissolution. The commencement of the
liquidation or dissolution of the Borrower, or suspension of the
business of the Borrower or filing by either the Borrower or a
Subsidiary of a voluntary petition in bankruptcy or a voluntary
petition or an answer seeking reorganization, arrangement, readjustment
of its debts or for any other relief under the Bankruptcy Reform Act of
1978, as amended (the "Bankruptcy Code"), or under any other insolvency
act or law, state or Federal, now or hereafter existing, or any other
action of either Borrower or any Subsidiary indicating its consent to,
approval of, or acquiescence in any such petition or proceeding, or the
application by either the Borrower or any Subsidiary for (or the
consent or acquiescence to) the appointment of a receiver or a trustee
of either the Borrower or any Subsidiary or an assignment for the
benefit of creditors, the inability of either the Borrower or any
Subsidiary or the admission by either the Borrower or any Subsidiary in
writing of its inability to pay its debts as they mature; or

(h) Bankruptcy, etc. The filing of an involuntary petition
against either the Borrower or any Subsidiary in bankruptcy or seeking
reorganization, arrangement, readjustment of its debts or for any other
relief under the Bankruptcy Code or under any other insolvency act or
law, state or Federal, now or hereafter existing, or the involuntary
appointment of a receiver or trustee of either the Borrower or any
Subsidiary or for all or a material part of its property and the
continuance of any of such action for sixty (60) days undismissed or
undischarged; or the issuance of an order for attachment, execution or
similar process against any material part of the property of either the
Borrower or any Subsidiary and the continuance of any such order for
ten (10) days undismissed or undischarged; or

(i) Order of Dissolution. The entry of an order in any
proceedings against the Borrower or any Subsidiary decreeing the
dissolution or split-up of the Borrower or any Subsidiary; or
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(j) Judgment. The entry of a final judgment against the
Borrower or a Subsidiary, which with other outstanding final judgments
against the Borrower or any Subsidiary exceeds an aggregate of $25,000,
if within twenty (20) days after entry thereof such judgment shall not
have been discharged or execution thereof stayed pending appeal, or if
within ten (10) days after the expiration of any such stay such
judgment shall not have been discharged; or

(k) Bond Documents. The occurrence of an event of default
under any of the Bond Documents.

11.2. Remedies. If an Event of Default occurs, the Agent shall upon the
direction of the Required Banks (subject to the provisions of Section 13.3(d)
hereof) take any or all of the following action, by notice to the Borrower:

(1) terminate the Commitments, whereupon they shall
immediately terminate;

(ii) declare the Obligations (together with accrued interest
thereon) and all other amounts due hereunder to be, and whereupon they
shall become, immediately due and payable without presentment, demand,
protest or other notice of any kind, all of which are hereby waived by
the Borrower;

(iii) direct the Borrower to immediately pay to the Agent cash
collateral in an amount equal to 100% of the BA Obligations and LOC
Obligations then outstanding as security for the payment thereof;

(iv) direct the 1Issuing Bank to (A) declare all Tender
Advances and all other amounts due in connection therewith and all
interest accrued thereon to be immediately due and payable, and upon
such declaration the same shall become and be immediately due and
payable, without presentment, protest or other notice of any kind, all
of which are hereby waived by the Borrower, (B) notify the Trustees of
such occurrence and thereby require each Trustee immediately to declare
the principal of all bonds then outstanding and the interest accrued
thereon immediately due and payable in accordance with the terms of the
respective Indenture, and (C) pursue all other remedies available to it
by contract, at law or in equity.

(v) exercise and enforce such further rights and remedies as may be
available wunder or in connection with this Agreement or any of the other Loan
Documents, including, without 1limitation, rights and remedies relating to
Pledged Bonds set out in Section 14 hereof;
provided, however, that notwithstanding the foregoing, if any
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Event of Default specified in clause (g), (h) or (i) of Section 11.1 occurs,
then without notice to the Borrower or any other act by the Agent or the Banks,
the Commitments shall automatically and immediately terminate, and the
Obligations (together with accrued interest thereon) and all other amounts due
hereunder shall be and become immediately due and payable without presentment,
demand, protest or other notice of any kind, all of which are hereby waived by
the Borrower.

SECTION 12. The Agent.

12.1. Appointment. The Banks hereby designate and appoint First Union
as Agent to act as specified herein. Each Bank hereby irrevocably authorizes,
and each holder of any Note or other Obligation hereunder by the acceptance of
such Note or Obligation shall be deemed irrevocably to authorize, the Agent to
take such action on its behalf under the provisions of this Agreement, to
exercise such powers and to perform such duties hereunder as are specifically
delegated to or required of the Agent by the terms hereof and such other powers
as are reasonably incidental thereto. Each Bank agrees that no Bank shall have
any right individually to seek or to enforce the provisions of any of the Loan
Documents or to realize wupon the security granted by any mortgage or security
agreement, it being understood and agreed that such rights and remedies may be
exercised solely by the Agent for the benefit of the Banks upon the terms of the
mortgages or security agreement, if any.

12.2. Nature of Duties. The Agent shall not have any duties or
responsibilities except those expressly set forth in this Agreement. Neither the
Agent, nor any of its officers, directors, employees or agents, shall be liable
to the Banks for any action taken or omitted by them as such hereunder or in
connection herewith, unless caused by their gross negligence or willful
misconduct. The duties of the Agent shall be mechanical and administrative in
nature; the Agent shall not have by reason of this Agreement a fiduciary
relationship in respect of any Bank; and nothing in this Agreement, express or
implied, is intended to or shall be so construed as to impose upon the Agent any
obligations in respect of this Agreement except as expressly set forth herein.

12.3. Lack of Reliance on the Agent. Independently and without reliance
upon the Agent, each Bank, to the extent it has deemed and shall deem
appropriate, has made and shall continue to make (i) its own independent
investigation of the financial condition and affairs of the Borrower in
connection with the making and the continuance of Extensions of Credit hereunder
and the taking or not taking of any action in connection herewith and (ii) its
own appraisal of the creditworthiness of the Borrower and, except as expressly
provided in this Agreement, the Agent shall have no duty or responsibility,
either initially or on a continuing basis, to provide any Bank with any credit
or other
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information with respect thereto, whether coming into its possession before the
making of Extensions of Credit, or at any time or times thereafter. The Agent
shall not be responsible to any Bank for any recitals, statements, information,
representations or warranties herein or in any other Loan Documents or in any
document, certificate or other writing delivered in connection herewith or
therewith or for the execution, collectability, priority or sufficiency of this
Agreement or the financial condition of the Borrower, or any other Person or be
required to make any inquiry concerning either the performance or observance of
any of the terms, provisions or conditions of this, Agreement or the financial
condition of the Borrower, or any other Person or the existence or possible
existence of any Default or Event of Default.

12.4. Certain Rights of the Agent. If the Agent shall request
instructions from the Banks with respect to any act or action (including failure
to act) in connection with this Agreement, the Agent shall be entitled to
refrain from such act or taking such action wunless and until the Agent shall
have received instructions from the Required Banks; and the Agent shall incur no
liability to any Person by reason of so refraining. The Agent shall be fully
justified in failing or refusing to take any action hereunder (i) if such action
would, in the opinion of the Agent, as the case may be, be contrary to law or
the terms of this Agreement, (ii) if it shall not receive such advice or
concurrence of the Required Banks as it deems appropriate or (iii) if it shall
not first be indemnified to its satisfaction by the Banks against any and all
liability and expense which may be incurred by it by reason of taking or
continuing to take any such action. Without 1limiting the foregoing, no Bank
shall have any right of action whatsoever against the Agent (absent the Agent's
gross negligence or willful misconduct) as a result of the Agent's acting or
refraining from acting hereunder in accordance with the instructions of the
Required Banks.

12.5. Reliance. The Agent shall be entitled to rely, and shall be fully
protected in relying, upon any note, writing, resolution, notice, statement,
certificate, telex, teletype or telecopier message, order or other documentary,
teletransmission or telephone message believed by it to be genuine and correct
and to have been signed, sent or made by the proper Person. The Agent may
consult with legal counsel (including counsel for the Borrower), independent
public accountants and other experts selected by it and shall not be liable for
any action taken or omitted to be taken by it in good faith in accordance with
the advice of such counsel, accountants or experts.

12.6. Indemnification. To the extent the Agent is not reimbursed and
indemnified by or on behalf of the Borrower, the Banks will reimburse and
indemnify the Agent, in proportion to their Revolving Credit Commitments
hereunder (prior to the

-47-



occurrence of an Event of Default and acceleration pursuant to Section 11.2
hereof of the Obligations and other amounts due hereunder) and in proportion to
the principal amounts due and owing each Bank from time to time hereunder (after
the occurrence of an Event of Default and acceleration pursuant to Section 11.2
hereof of the Obligations and other amounts due hereunder), for and against any
and all liabilities, obligations, losses, damages, penalties, actions,
judgments, suits, costs, expenses (including counsel fees and expenses) or
disbursements of any kind or nature whatsoever which may be imposed on, incurred
by or asserted against the Agent in performing its duties hereunder or in any
way relating to or arising out of this Agreement; provided, however, that no
Bank shall be liable for any portion of such liabilities, obligations, losses,
damages, penalties, actions, judgments, audits, costs, expenses or
disbursements, finally determined by a court of competent jurisdiction and not
subject to any appeal, to be resulting from the Agent's gross negligence or
willful misconduct.

12.7. The Agent 1in its 1Individual Capacity. With respect to its
obligations to make Extensions of Credit under this Agreement, and with respect
to Extensions of Credit made by it and the Notes issued to it, the Agent shall
have the same rights and powers as any other Bank or holder of a Note and may
exercise the same as though it were not performing the agency duties specified
herein; and the term "Banks," "Holders of Notes" or any similar terms shall,
unless the context clearly otherwise indicates, include the Agent in its
individual capacity.

12.8. Holders. The Agent may deem and treat the payee of any Note or
holder of any Obligation as the owner thereof for all purposes hereof unless and
until a written notice of the assignment, transfer or endorsement thereof, as
the case may be, shall have been filed with the Agent. Any request, authority or
consent of any Person or entity who, at the time of making such request or
giving such authority or consent, 1is the holder of any Note or other Obligation
shall be conclusive and binding on any subsequent holder, transferee, assignee
or endorsee, as the case may be, of such Note or other Obligation or of any
Notes issued in exchange therefor.

12.9. Reimbursement. Each of the Banks agrees to reimburse the Agent
for such Bank's pro rata share (based on their respective Revolving Credit
Commitments prior to the occurrence of an Event of Default and acceleration
pursuant to Section 11.2 hereof of the Notes and other amounts due hereunder,
and based on the principal amounts due and owing each Bank from time to time
hereunder from and after the occurrence of an Event of Default and acceleration
pursuant to Section 11.2 hereof of the Notes and other amounts due hereunder) of
the Agent's expenses to the extent the Agent is not reimbursed by the Borrower
upon demand. If any amounts so paid to the Agent by the Banks are subsequently
paid to the Agent by the Borrower or by a representative or
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successor in interest of the Borrower, the Agent shall promptly upon its receipt
of any such amounts distribute the same to the Banks on the same basis as such
amounts were originally paid by the Banks to the Agent. 1In no event shall the
Banks be responsible for the normal overhead costs and expenses incident to the
performance by the Agent of its agency duties hereunder.

12.10. Defaults. The Agent shall not be deemed to have knowledge of the
occurrence of a Default or an Event of Default (other than the non-payment of
principal of or interest on the Loans or commitment or facilities fee due
hereunder) unless the Agent has received notice from a Bank or the Borrower
specifying such Default or Event of Default and stating that such notice is a
"Notice of Default." In the event that the Agent receives such a notice of the
occurrence of a Default or an Event of Default, the Agent shall give prompt
notice thereof to the Banks. The Agent shall give each Bank prompt notice of
each non-payment of principal of or interest on the Loans or commitment or
facilities fee due hereunder, whether or not it has received any notice of the
occurrence of such non-payment. The Agent shall (subject to Section 13.1 hereof)
take such action with respect to such Default or Event of Default as shall be
directed by the Banks pursuant to Section 11.2, provided that, unless and until
the Agent shall have received such directions, the Agent may (but shall not be
obligated to) take such action, or refrain from taking such action, with respect
to such Default or Event of Default as it shall deem advisable in the beet
interests of the Banks.

12.11. Failure to Act. Except for action expressly required of the
Agent hereunder or under the other Loan Documents, the Agent shall in all cases
be fully justified in failing or refusing to act hereunder and thereunder unless
it shall receive further assurances to its satisfaction by the Banks of their
indemnification obligations under Section 12.6 of this Agreement against any and
all 1liability and expense which may be incurred by the Agent by reason of
taking, continuing to take, or failing to take any such action.

12.12. Resignation or Removal of Agent. Subject to the appointment and
acceptance of a successor Agent as provided below, the Agent may resign at any
time by giving notice thereof to the Banks and the Borrower and the Agent may be
removed at any time with or without cause by the Required Banks. Upon any such
resignation or removal, the Required Banks shall have the right to appoint a
successor Agent. If no successor Agent shall have been so appointed by the
Required Banks and shall have accepted such appointment within 30 days after the
retiring Agent's notice of resignation or the Required Banks' removal of the
retiring Agent, then the retiring Agent may, on behalf of the Banks, appoint a
successor Agent. Any successor Agent shall be a bank which has a combined
capital and surplus of at least $500,000,000. Upon the acceptance of any
appointment as Agent
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hereunder by a successor Agent, such successor Agent shall thereupon succeed to
and become vested with all the rights, powers, privileges and duties of the
retiring Agent, and the retiring Agent shall be discharged from its duties and
obligations hereunder. After any retiring Agent's resignation or removal
hereunder as Agent, the provisions of this Section 12 shall continue in effect
for its benefit in respect of any actions taken or omitted to be taken by it
while it was acting as the Agent hereunder.

12.13. Annual Fee. The Borrower shall pay to the Agent a fee in the
amount of $12,500 per annum, which shall be payable annually in advance on April
1 of each year (with, in the case of such fee payable on April 1, 1996, proper
credit being given for the annual fee paid on November 15, 1995).

SECTION 13. Miscellaneous.

13.1. Amendments and Waivers. (a) Any provision of this, Agreement, the
Notes or any other Loan Documents may be amended or waived if, but only if, such
amendment or waiver is in writing and is signed by the Borrower and the Required
Banks (and, if the rights or duties of the Agent are affected thereby, by the
Agent); provided that no such amendment or waiver shall, for so long as First
Union and Wachovia are the only Banks hereunder, be effective unless signed by
both First Union and Wachovia and in no event shall any such amendment or
waiver, unless signed by all the Banks, (i) change the Commitment of any Bank or
subject any Bank to any additional obligation, (ii) change the principal of or
rate of interest on any Obligation or any fees hereunder, (iii) change the date
fixed for any payment of principal of or interest on any Obligation or any fees
hereunder, (iv) change the amount of principal, interest or fees due on any date
fixed for the payment thereof, (v) change the percentage of the Commitments or
of the aggregate unpaid principal amount of the Notes or other Obligations, or
the number of Banks, which shall be required for the Banks or any of them to
take any action under this Section or any other provision of this Agreement,
(vi) change the manner of application of any payments made under this Agreement
or the Notes, (vii) release or substitute all or any substantial part of the
collateral (if any) held as security for the Obligations, or (viii) release any
guaranty given to support payment of the Obligations.

(b) The Borrower will not solicit, request or negotiate for or
with respect to any proposed waiver or amendment of any of the
provisions of this Agreement unless each Bank shall be informed thereof
by the Borrower and shall be afforded an opportunity of considering the
same and shall be supplied by the Borrower with sufficient information
to enable it to make an informed decision with respect thereto.
Executed or true and correct copies of any waiver or consent effected
pursuant to the provisions of
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this Agreement shall be delivered by the Borrower to each Bank
forthwith following the date on which the same shall have been executed
and delivered by the Bank. The Borrower will not, directly or
indirectly, pay or cause to be paid any renumeration, whether by way of
supplemental or additional interest, fee or otherwise, to any Bank as
consideration for or as an inducement to the entering into by such Bank
of any waiver or amendment of any of the terms and provisions of this
Agreement unless such renumeration is concurrently paid, on the same
terms, ratably to each Bank. Further, the Borrower agrees that it will
not pay any fee or other remuneration to any Bank or any affiliate of a
Bank unless such fees or remuneration are shared ratably with the other
Banks hereunder, except for (i) fees and other amounts which are
specifically payable to a Bank hereunder for its own account (such as
fees and expenses payable to the Agent pursuant to 12.13 and to the
Issuing Bank pursuant to Section 4.5(g) hereof), and (ii) placement and
remarketing fees payable in connection with VRDN Programs, but only
where such fees are disclosed to the Agent and the other Banks.

13.2. Ratable Sharing of Set-Offs, Payments. Each Bank agrees that if,
prior to the occurrence of Event of Default and acceleration pursuant to Section
11.2 hereof, it shall, by exercising any right of set-off or counterclaim or
otherwise, or by receipt of any funds from the Borrower or any other source for
application to the obligations of the Borrower under this Agreement, receive
payment of a proportion of the aggregate amount of principal and interest due
with respect to the Obligations held by it hereunder which is greater than the
proportion received by the other Bank in respect of the aggregate amount of all
principal and interest due with respect to the Obligations held by such other
Bank hereunder, the Bank receiving such proportionately greater payment shall
purchase (to the extent of such proportionately greater payment) such
participations in the Obligations held by the other Bank, and such other
adjustments shall be made, as may be required, so that all such payments of
principal and interest with respect to the Obligations held by the Banks shall
be shared by the Banks pro rata (based upon all amounts due to the Banks
hereunder, including without limitation under the Notes and under Section 4.4
hereof). Each Bank hereby agrees that if, from and after the occurrence of an
Event of Default and acceleration pursuant to Section 11.2 hereof, it shall by
exercising any right of set-off or counterclaim or otherwise or by receipt of
any funds from the Borrower or any other source for application to the
obligations of the Borrower pursuant to this Agreement, receive payment of a
proportion of the aggregate amount of principal and interest due with respect to
the Obligations held by it and other amounts due it hereunder (including without
limitation amounts due it pursuant to Section 4.4 hereof) which is greater than
the proportion received by the other Bank in respect of the aggregate
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amount of all principal and interest due with respect to the Obligations held by
such other Bank and other amounts due it hereunder, the Bank receiving such
proportionately greater payment shall purchase (to the extent of such
proportionately greater payment) such participation in the Obligations held by
and other amounts due hereunder (including without 1limitation those due under
Section 4.4 hereof) to the other Bank and such other adjustments shall be made
as may be required, so that all such payments of principal and interest to the
Banks with respect to the Obligations held by and other amounts due hereunder
shall be shared by the Banks pro rata (based wupon all amounts due to the Banks
hereunder, including without limitation under the Notes and under Section 4.4
hereof). Notwithstanding any contrary provision of this Section, however, (i)
nothing in this Section shall impair the right of any Bank prior to the
occurrence of an Event of Default, to exercise any right of set-off or
counterclaim it may have and to apply the amount subject to such exercise to the
payment of any amounts due by the Borrower to such Bank under the provisions of
Section 4.4 hereof, (ii) nothing in this Section shall impair the right of any
Bank to exercise at any time any right of set-off or counterclaim it may have
and to apply the amount subject to such exercise to the payment of indebtedness
of the Borrower other than its indebtedness under the Notes or this Agreement,
and (iii) if all or any portion of such payment received by the purchasing Bank
is thereafter recovered from such purchasing Bank, such purchase from the other
Bank shall be rescinded and such other Bank shall repay to the purchasing Bank
the purchase price of such participation to the extent of such recovery together
with an amount equal to such other Bank's ratable share (according to the
proportion of (x) the amount of such other Bank's required repayment to (y) the
total amount so recovered from the purchasing Bank) any interest or other amount
paid or payable by the purchasing Bank in respect of the total amount so
recovered. The Borrower agrees, to the fullest extent it may effectively do so
under applicable 1law, that any holder of a participation in a Note or other
Obligation or other amounts due hereunder, acquired pursuant to the foregoing
arrangements, may exercise rights of set-off or counterclaim and other rights
with respect to such participation as fully as if such holder of it
participation were a direct creditor of the Borrower in the amount of such
participation. Each Bank further agrees that, after the occurrence of an Event
of Default and acceleration pursuant to Section 11.2 hereof, proceeds from any
property securing the Obligations shall be applied pro rata to the indebtedness
(if any) owing to each Bank under Interest Rate Agreements between Borrower and
such Bank only at such time after all of the principal and interest with respect
to the Notes and other Obligations and other amounts due to each Bank hereunder
(including, without limitation, those due under Section 4.4 hereof) shall have
been paid in full.

13.3. Successors and Assigns. (a) The provisions of this
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Agreement shall be binding upon and inure to the benefit of the parties hereto
and their respective successors and assigns, provided that the Borrower may not
assign or otherwise transfer any of its rights under this Agreement.

(b) Either Bank may at any time sell to one or more Persons
(each a "Participant") participating interests in any Loan or
Obligation owing to such Bank, and the Note held by such Bank, the
Commitments of such Bank or any other interest of such Bank hereunder.
In the event of any such sale by a Bank of a participating interest to
a Participant, such Bank's obligations under this Agreement shall
remain unchanged, such Bank shall remain solely responsible for the
performance thereof, such Bank shall remain the holder of any such
Obligation for all purposes under this Agreement, and the Borrower and
the Agent shall continue to deal solely and directly with such Bank in
connection with such Bank's rights and obligations under this
Agreement. In no event shall a Bank that sells a participation be
obligated to the Participant to take or refrain from taking any action
hereunder except that such Bank may agree that it will not (except as
provided below), without the consent of the Participant, agree to (i)
the change of any date fixed for the payment of principal of or
interest on the related Obligation or for the payment of other amounts
due hereunder, (ii) the change of the amount of any principal, interest
or fees due on any date fixed for the payment thereof with respect to
the related Obligation or other amounts due hereunder or (iii) any
change in the rate at which either interest is payable thereon or (if
the Participant is entitled to any part thereof) commitment or
facilities fee is payable hereunder from the rate at which the
Participant 1is entitled to receive interest, facilities fee or
commitment fee (as the case may be) in respect of such participation.
Each Bank selling a participating interest in any Obligation, Note,
Commitment or other interest under this Agreement shall, within ten
Business Days of such sale, provide the Borrower and the Agent with
written notification stating that such sale has occurred and
identifying the Participant and the interest purchased by such
Participant.

(c) Any Bank may at any time, with the prior consent of
Borrower whose consent shall not be unreasonably withheld, assign to a
bank or financial institution (an "Assignee") all, or a proportionate
part of all, of its rights and obligations under, this Agreement and
the Notes, and such Assignee shall assume all such rights and
obligations pursuant to an Assignment and Acceptance in the form
attached hereto as Exhibit 7, executed by such Assignee, such
transferor Bank and the Agent (and, prior to the occurrence of an Event
of Default, if the Assignee 1is not then a Bank, by the Borrower);
provided that (i) no
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interest may be sold by a Bank pursuant to this paragraph (c) unless
the Assignee shall agree to assume ratably equivalent portions of the
transferor Bank's Commitments and (ii) no interest less than $5,000,000
may be sold by a Bank pursuant to this paragraph (c). Upon (A)
execution of the Assignment and Acceptance by such transferor Bank,
such Assignee, the Agent and (if applicable) the Borrower, (B) delivery
of an executed copy of the Assignment and Acceptance to the Borrower
and the Agent, and (C) payment by such Assignee to such transferor Bank
of an amount equal to the purchase price agreed between such transferor
Bank and such Assignee, such Assignee shall for all purposes be a Bank
party to this Agreement and shall have the rights and obligations of a
Bank under this Agreement to the same extent as if it were an original
party thereto with Commitments as set forth in such instrument of
assumption, and the transferor Bank shall be released from its
obligations hereunder to a corresponding extent, and no further consent
or action by the Borrower, the other Bank or the Agent shall be
required. Upon the consummation of any transfer to an Assignee pursuant
to this paragraph (c) and upon request by such Assignee, the transferor
Bank, the Agent and the Borrower shall make appropriate arrangements so
that, if required, a new Note is issued to each of such Assignee and
such transferor Bank.

(d) In the event of a disagreement between the Banks as to
whether the Obligations and other amounts due hereunder should after
the occurrence of an Event of Default hereunder be accelerated by the
Agent or whether the Agent should proceed to foreclose against and sell
collateral security, if any, pursuant to the provisions of Section 11.2
hereof, the Bank or Banks desiring not to accelerate or to foreclose
(the "Non-Electing Bank(s)") shall have the right to acquire all the
rights and obligations under this Agreement and the Notes, of the other
Banks(s) (the "Electing Bank(s)"). To facilitate the right granted
pursuant to this Section, the Agent shall, upon receipt of notice from
any Electing Bank(s) requesting that it accelerate or foreclose
pursuant to Section 11.2 hereof and prior to such acceleration or
foreclosure, provide the Non-Electing Bank(s) notice thereof, whereupon
the Non-Electing Bank(s) shall have a period of time not exceeding
fifteen (15) days (except if such Non-Electing Bank is First Union,
First Union shall have thirty (30) days) within which to elect by
Notice to the Agent and the Electing Bank(s) to purchase the rights and
obligations of the Electing Bank(s). Such purchase shall occur on the
date (which shall be a Business Day) set forth in such notice not later
than ten (10) days from the date of such notice. Such purchase shall be
evidenced by an Assignment and Acceptance in the form of Exhibit 7. If
there are two or more Non-Electing Banks, the Non-Electing Banks shall
be entitled to purchase the rights

-54-



and, obligations of the Electing Banks in proportion to their
Commitments or, if the Commitments have then been terminated, in
proportion to the outstanding principal amounts of the Obligations then
held by such Non-Electing Banks.

(e) Subject to the provisions of Section 13.4, the Borrower
authorizes each Bank to disclose to any Participant, Assignee or other
transferee (each a "Transferee") and any prospective Transferee any and
all financial and other information in such Bank's possession
concerning the Borrower which has been delivered to such Bank by the
Borrower pursuant to this Agreement or which has been delivered to such
Bank by the Borrower in connection with such Bank's credit evaluation
prior to entering into this Agreement.

13.4. Confidentiality. Each Bank agrees to exercise its best efforts to
keep any information delivered or made available by the Borrower to it which is
clearly indicated to be confidential information, confidential from anyone other
than persons employed or retained by such Bank who are or are expected to become
engaged 1in evaluating, approving, structuring or administering the Loans;
provided, however, that nothing herein shall prevent any Bank from disclosing
such information (i) to the other Bank, (ii) upon the order of any court or
administrative agency, (iii) upon the request or demand of any regulatory agency
or authority having jurisdiction over such Bank, (iv) which has been publicly
disclosed, (v) to the extent reasonably required in connection with any
litigation to which the Agent, either Bank or their respective affiliates may be
a party, (vi) to the extent reasonably required in connection with the exercise
of any remedy hereunder, (vii) to such Bank's 1legal counsel and independent
auditors and (viii) to any actual or proposed Participant, Assignee or other
Transferee of all or part of its rights hereunder which has agreed in writing to
be bound by the provisions of this Section 13.4.

13.5. Unavailability of Adjusted LIBOR Rate. If, with respect to any
Fiscal Month in which the Agent is requested by Borrower to provide an interest
rate quote for a Term Loan Interest Rate or Revolving Loan Interest Rate based
on the Adjusted LIBOR Rate and the Agent, in its sole opinion, determines that
such a quote cannot be made because the LIBOR Base Rate is not available, then
in that event, the Term Loan 1Interest Rate and Revolving Loan Interest Rate
based on the Adjusted LIBOR Rate shall be suspended until such time as the Agent
shall have concluded that the LIBOR Base Rate is available.

13.6. Increased Costs. If, at any time after the date hereof, and from
time to time, any Bank determines that the adoption or modification of any
applicable 1law, rule or regulation regarding such Bank's required 1levels of
reserves,
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insurance or capital (including any allocation of capital requirements or
conditions), or similar requirements, or any interpretation or administration
thereof by any governmental authority, central bank or comparable agency charged
with the interpretation administration or compliance of such Bank with any of
such requirements, has or would have the effect of (i) increasing such Bank's
costs relating to the Loans hereunder, or (ii) reducing the yield or rate of
return of such Bank on the Loans hereunder, to a level below that such Bank
could have achieved but for the adoption or modification of any such
requirements, Borrower shall, within fifteen (15) days of any request by the
Agent or such Bank, pay to the Agent such additional amounts as (in such Banks
sole judgment, after good faith and reasonable computations, which
determinations shall be conclusive absent manifest error) will compensate such
Bank for such increase in costs or reduction in yield or rate of return of such
Bank. No failure by the Agent or any Bank to demand payment of any additional
amounts payable hereunder shall constitute a waiver of such Bank's right to
demand payment of any amounts arising at any subsequent time. Nothing herein
contained shall be construed or so operate as to require Borrower to pay any
interest, fees, costs or charges greater than is permitted by applicable law.

13.7. Headings; Table of Contents. The section and other headings
contained 1in this Agreement and the Table of Contents which precedes this
Agreement are for reference purposes only and shall not control or affect the
construction of this Agreement or the interpretation thereof in any respect.

13.8. Lawful Charges. It is the intent of the parties that the rate of
interest and all other charges due from the Borrower be lawful, and if, for any
reason, payment of a portion of interest or charges as required by this
Agreement or the Notes or in connection with Accepted Drafts would exceed the
limit established by applicable 1law, then the obligation to pay interest or
charges shall automatically be reduced to such 1limit and if any amounts in
excess of such limits shall have been paid, then such amounts shall be applied
to the wunpaid principal amount of the Notes or refunded so that under no
circumstances shall interest or charges required hereunder exceed the maximum
rate allowed by law.

13.9. Conflict of Terms. The provisions of the Notes and the other Loan
Documents are incorporated in this Agreement by this reference thereto. Except
as otherwise provided in this Agreement, if any provision contained in this
Agreement is in conflict with or inconsistent with any provision of the Notes or
the other Loan Documents, the provision contained in this Agreement shall
control.

13.10. Notices. All notices, requests and demands to or upon the
respective parties hereto shall be deemed to have been
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given or made, in the case of telegraphic, telecopy, telex or cable
communication, when the same is telegraphed, telecopied and the telecopy is
confirmed by telephone or return telecopy, telexed and confirmed by telex
answerback, or delivered to the cable company, respectively, when sent by a
reputable overnight courier, when the same is delivered to the applicable
address described below, and when mailed, when deposited in the mail, postage
prepaid, or, in the case of telegraphic notice, when delivered to the telegraph
company, addressed as follows or to such other address as may be hereafter
designated in writing by the respective parties hereto:

The Borrower: Culp, Inc.

101 S. Main Street

Post Office Box 2686

High Point, North Carolina 27261-2686

Attention: Franklin N. Saxon
Vice President and Chief Financial
Oofficer

Telecopy No. 910/887-7089

First Union
or the Agent: First Union National Bank of North
Carolina
300 N. Greene Street
P.0. Box 21965
Greensboro, North Carolina 27420
Attention: Kent Phillips
Vice President
Telecopy No. 910/378-4043

Copy to: First Union National Bank of North
Carolina
201 South College Street
Charlotte, North Carolina 28288-0656
Attention: Pat McCormick
Telecopy No. 704/374-4820

Wachovia: wWachovia Bank of North Carolina
200 North Main Street
Post Office Box 631
High Point, North Carolina 27261
Attention: Pete T. Callahan
Vice President
Telecopy No. 910/887-1962

13.11. Survival of Agreements. All agreements, representations and
warranties made herein shall survive the delivery of the Notes and the other
Loan Documents.

13.12. Governing Law. This Agreement and the Notes issued hereunder
shall be governed by and construed in accordance with the laws of the State of
North Carolina.
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13.13. Enforceability of Agreement. Should any one or more of the
provisions of this Agreement, the Notes or the other Loan Documents be
determined to be illegal or unenforceable as to one or more of the parties, all
other provisions nevertheless shall remain effective and binding on the parties
hereto.

13.14. Stamp or Other Tax. Should any stamp or excise tax become
payable under the laws of the United States or North, Carolina, or a subdivision
thereof or municipality therein in respect of this Agreement or the Notes or any
modification hereof or thereof, Borrower shall pay the same (including interest
and penalties if any) and shall hold each of the Banks harmless with respect
thereto.

13.15. Counterparts and Effectiveness. This Agreement may be executed
by the parties hereto in any number of counterparts and each counterpart shall
be deemed to be an original but all shall constitute together but one and the
same Agreement.

13.16. Fees and Expenses. Whether or not any loans are made hereunder,
the Borrower agrees to pay, or reimburse each of the Banks, for actual
out-of-pocket expenses, including reasonable counsel fees, incurred by such Bank
in connection with the preparation, execution, amendment, administration of this
Agreement, the Notes and the other Loan Documents, and, with respect to
enforcement of this Agreement, the Notes and the other Loan Documents,
reasonable attorneys fees.

13.17. Liens; Set Off by Banks. The Borrower hereby grants to each Bank
a continuing 1lien for the Notes and all other indebtedness of Borrower to such
Bank upon any and all monies, securities and other property of Borrower and its
Subsidiaries and the proceeds thereof, now or hereafter held or received by, or
in transit to such Bank from or for Borrower, and also upon any and all deposits
(general or special) and credits of Borrower and its Subsidiaries, if any,
against such Bank, at any time existing. Upon the occurrence of any Event of
Default as specified above, each such Bank is hereby authorized at any time and
from time to time, without prior notice to Borrower and its Subsidiaries, to set
off, appropriate and apply any and all items herein referred to against all
indebtedness or obligations of Borrower to such Bank, whether wunder this
Agreement, the Notes or otherwise, whether now existing or hereafter arising.

13.18. Loan Documents. Any individual or collective reference to any of
the Loan Documents in any of the other Loan Documents to which the Borrower or
any of its Subsidiaries is a party shall mean, unless otherwise specifically
provided, such Loan Document as amended by this Agreement, and as it is further
amended, restated, supplemented or modified from time to time and any substitute
or replacement therefor or renewals thereof, including without limitation, all
references to the 1994 Amended
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and Restated Credit Agreement, which shall mean the 1995 Amended and Restated
Credit Agreement as amended and restated hereby.

13.19. Entire Agreement. This Agreement constitutes the entire
Agreement between the parties pertaining to its subject matter and supersedes
all prior and contemporaneous agreements and understandings of the parties in
connection with it, including without limitation that certain commitment letter
agreement between the Borrower and First Union dated February 24, 1994.

13.20. Survival of Certain Provisions Upon Termination. Upon
termination of this Agreement, the provisions of the Sections of this Agreement,
together with the definitions of the capitalized terms used therein, shall
remain in full force and effect to the extent that such sections are
incorporated by reference in any other agreement, instrument or document between
the Borrower and the Agent or the Banks or either of them, acting in any
capacity, or between the Borrower and any third party. Upon termination of this
Agreement, the indemnity provisions of Section 9.21 shall remain in full force
and effect.

13.21. Accounting Terms and Computations. Whenever any accounting term
shall be used in this Agreement or the character or amount of any asset or
liability or item of income or expense is required to be determined, or any
consolidation or other accounting computation is required to be made, for
purposes of this Agreement, such accounting term, determination or computation
shall, to the extent applicable and except as otherwise specified in this
Agreement, be defined or made (as the case may be) in accordance with those
principles of accounting set forth in pronouncements of the Financial Accounting
Standards Board or The American Institute of Certified Public Accountants or
which have other authoritative support and are applicable in the circumstances
as of the date of application, as such principles are from time to time
supplemented or amended; provided, however, that there shall be no instance of
upward revaluation of assets; provided, further, however, that if any change in
generally accepted accounting principles from those applied in the preparation
of the financial reports referred to in Section 9.1(a) and (b) hereof is
occasioned by the promulgation of rules or regulations by the Financing
Accounting Standards Board, or The American Institute of Certified Public
Accountants (or successors thereto or agencies with similar functions), the
effective date of which change is after the date of said financial statements,
and such change results in a change in the method of calculation of financial
covenants, standards or terms found in this Agreement, the parties hereto agree
to enter into good faith negotiations in order to amend such provisions so as to
reflect, such change as if such change had not been made; and provided, further,
however, that until such time as the parties agree upon such amendments, such
financial covenants, standards and terms shall be construed and calculated as
though
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such change had not taken place.

13.22. Obligations Several. The obligation of each Bank hereunder is
several, and neither the Agent nor any Bank shall be responsible for the
obligation or the commitment of any other Bank.

SECTION 14. Pledge of Bonds.

14.1. The Pledge. The Borrower hereby pledges, assigns, hypothecates,
transfers, and delivers to each 1Issuing Bank all of its right, title and
interest to, and hereby grants to each 1Issuing Bank a first lien on, and
security interest in, all right, title and interest of the Borrower in and to
the following (hereinafter collectively called the "Pledged Collateral"):

(1) all Pledged Bonds purchased with a drawing under
a Letter of Credit of such Issuing Bank;

(ii) all income, earnings, profits, interest, premium
or other payments in whatever form in respect of the Pledged
Bonds;

(iii) all proceeds (cash and non-cash) arising out of the
sale, exchange, collection, enforcement or other disposition of all or
any portion of the Pledged Bonds.

The Pledged Collateral shall serve as security for the payment and performance
when due of any and all duties, debts, 1liabilities and obligations of the
Borrower (either directly, as maker, or indirectly, as guarantor, surety,
endorser or otherwise) to the Issuing Bank, whether now or hereafter existing,
howsoever arising or incurred or evidenced under this Agreement or under the
reimbursement note or other instrument, including without limitation all LOC
Obligations and Tender Advances owing to such Issuing Bank (hereinafter
collectively called the "Pledge Obligations"). The Borrower shall deliver, or
cause to be delivered, the Pledge Bonds to the Issuing Bank or to a pledge agent
designated by the Issuing Bank immediately upon receipt thereof.

14.2. Remedies Upon Default. If any Event of Default shall have
occurred and be continuing, the Issuing Bank, upon direction by the Agent in
accordance with Section 11.2, may without demand of performance or other demand,
advertisement or notice of any kind (except the notice specified below of time
and place of public or private sale) to or upon the Borrower or any other person
(all and each of which demands, advertisements and/or notices are hereby
expressly waived), forthwith collect, receive appropriate and realize upon the
Pledged Collateral, or any part thereof, and/or may forthwith sell, assign, give
option or options to purchase, contract to sell or otherwise dispose of and
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deliver said Pledged Collateral, or any part thereof, in one or more parcels at
public or private sale or sales, at any exchange, broker's board or at any of
the Issuing Bank's offices or elsewhere upon such terms and conditions as it may
deem advisable and at such prices as it may deem best, for cash or on credit or
for future delivery without assumption of any credit risk, with the right to the
Issuing Bank upon any such sale or sales, public or private, to purchase the
whole or any part of said Pledged Collateral so sold, free of any right or
equity of redemption in the Borrower, which right or equity is hereby expressly
waived or released. The Issuing Bank shall apply the net proceeds of any such
collection, recovery, receipt, appropriation, realization or sale, after
deducting all reasonable costs and expenses of every kind incurred therein or
incidental to the care, safekeeping or otherwise of any and all of the Pledged
Collateral or in any way relating to the rights of the Issuing Bank hereunder,
including reasonable attorney's fees and legal expenses, to the payment in whole
or in part of the Pledge Obligations in such order as the Issuing Bank may
elect, the Borrower remaining liable for any deficiency remaining unpaid after
such application, and only after so applying such net proceeds and after the
payment by the Issuing Bank of any other amount required by any provision of
law, including, without 1limitation, Section 9-504(1)(c) of the Uniform
Commercial Code, need the Issuing Bank account for the surplus, if any, to the
Borrower. The Borrower agrees that the Issuing Bank need not give more than ten
days notice of the time and place of any public sale or of the time after which
a private sale or other intended disposition 1is to take place and that such
notice is reasonable notification of such matters. No notification need be given
to the Borrower if it has signed after Default a statement renouncing or
modifying any right to notification of sale or other intended disposition. 1In
addition to the rights and remedies granted to the 1Issuing Bank in this
Agreement and in any other instrument or agreement securing, evidencing or
relating to any of the Pledge Obligations, the Issuing Bank shall have all the
rights and remedies of a secured party under the Uniform Commercial Code in
effect in the State of North Carolina at that time.

If the 1Issuing Bank sells any of the Pledged Collateral pursuant to
this Section 14.2, the Issuing Bank agrees that it will reinstate the Letter of
Credit relating thereto in an amount sufficient to cover all the principal and
interest components in accordance with the terms and requirements of the Letter
of Credit and Indenture relating thereto.

14.3. Valid Perfected First Lien. The Borrower covenants that the
pledge, assignment and delivery of the Pledged Collateral hereunder will create
a valid, perfected, first priority security interest in all right, title or
interest of the Borrower in or to such Pledged Collateral, and the proceeds
thereof, subject to no prior pledge, lien, mortgage, hypothecation, security
interest, charge, option or encu