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THE DEBTOR RESERVES THE RIGHT TO AMEND OR SUPPLEMENT THIS
DISCLOSURE STATEMENT AT OR BEFORE THE CONFIRMATION HEARING.

DISCLOSURE STATEMENT

GulfCoast Specialty Products & Services, Inc. (the “Debtor”) provides this Disclosure
Statement to all known creditors of the Debtor in order to disclose the information deemed to
be material, important, and necessary for the creditors to arrive at a reasonably informed
decision in exercising their right to abstain from voting or to vote for acceptance or
rejection of the Plan of Reorganization (the “Plan”) proposed by the Debtor and Proponent.
A copy of the Plan is separately filed and is separately attached.

Capitalized terms used herein have the meanings assigned to them in the Definitions
section in the Plan. Whenever the words “include,” “includes” or “including” are used in
this Disclosure Statement, they are deemed to be followed by the words “without limitation.”

This Disclosure Statement is presented to certain holders of Claims against and
Interests in the Debtor in accordance with the requirements of section 1125 of the
United States Bankruptcy Code, 11 U.S.C. §§ 101-1330 (the “Code™). Section 1125 of the
Code requires that a disclosure statement provide information sufficient to enable a
hypothetical and reasonable investor, typical of the debtor’s creditors and interest holders,
to make an informed judgment whether to accept or reject a plan. This Disclosure
Statement may not be relied upon for any purpose other than that described above.

This Disclosure Statement and the Plan are an integral package, and they must

be considered together for the reader to be adequately informed. This
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introduction is qualified in its entirety by the remaining portions of this Disclosure
Statement(including its Exhibits or Schedules), and this Disclosure Statement in turn is
qualified in its entirety by the Plan. This Disclosure Statement contains only a

summary of the Plan. You are strongly urged to review the Plan, a copy of which is

provided herewith, before casting a Ballot.

/!

No representations concerning the Debtor (particularly as to the values of
its property) are authorized other than as set forth in this Disclosure Statement. You
should not rely upon any representations or inducements made to secure your
acceptance or rejection of the Plan other than as contained in this Disclosure
Statement, and such additional representations and inducements should be reported to
Debtor’s counsel, who will in turn deliver such information to the proper authorities
for such action as may be appropriate.

The information contained in this Disclosure Statement, including any exhibits
concerning the financial condition of the Debtor, has not been subjected to an audit or
independent review except as expressly set forth herein. The Debtor has endeavored
in good faith to be accurate in this Disclosure Statement.

The statements contained in this Disclosure Statement are made as of the date
of this Disclosure Statement unless another time is specified. There is no guaranty that
facts will not change after this Disclosure Statement was filed; and it must be assumed
that some facts will indeed change from that time until the hearing on the approval of the
Disclosure Statement (discussed below), and thercafter during the periods in which the
Debtor makes payments under the Plan. This Disclosure Statement was prepared in

accordance with section 1125 of the Bankruptcy Code and not in accordance with
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federal or state securities laws or other applicable non-bankruptcy law. Entities
holding or trading in or otherwise purchasing, selling or transferring claims against,
interests in or sccurities of, the debtor should evaluate this disclosure statement only
in light of the purpose for which it was prepared. This Disclosure Statement has not
been approved or disapproved by the Securities and Exchange Commission and the
Securities and Exchange Commission has not passed upon the accuracy or adequacy of
the statements contained herein; nor may this Disclosure Statement be construed to be
advice on the tax, securitiés or other legal effects of the Plan. You should, therefore,
consult with your own legal, business, financial and tax advisors as to any such matters
concerning the solicitation, the Plan or the transactions contemplated thereby.

OVERVIEW OF CHAPTER 11

Chapter 11 comprises the chapter of the Code primarily used for business
reorganization. Formulating' a plan to restructure a debtor’s finances forms a fundamental
purpose of a case under chapter of the Code. Businesses also sometimes use chapter 11 as
a means to conduct asset sales and other forms of liquidation. Whether the Debtor seeks to
reorganize or liquidate, a chapter 11 plan sets forth and governs the treatment and rights
creditors and interest holders will receive with respect to their claims against and equity
interests in a debtor’s bankruptcy estate.

The Code entitles only holders of impaired claims or equity interests who receive
some distribution under a proposed plan to vote to accept or reject the plan. The Code
conclusively presumes that holders of unimpaired claims or equity interests under a proposed
plan have accepted the plan and need not vote on it. The Claims in Classes in 1, 2, 3, 4, and
5 of this Plan are unimpaired and thus may vote either to accept or reject the Plan. The Debtor

has enclosed a Ballot with this Disclosure Statement to solicit the votes of the Creditors in
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Classes 1, 2, 3, 4, and 5. Those Creditors may vote on the Plan by completing the enclosed
Ballot and mailing it to the following address:
Counsel for the Debtor

ANCHORS SMITH GRIMSLEY, PLC
Attorneys for Debtor

Shiraz A. Hosein

909 Mar Walt Drive, Suite 1014

Fort Walton Beach, FL 32547
Telephone: (850) 863-4064

Facsimile: (850) 664-5728

Email: sahosein@asglegal .com

You should use the Ballot sent to you with this Disclosure Statement to cast your vote
for or against the Plan. You may not cast Ballots or vote orally or by facsimile. For your
Ballot to be considered by the Bankruptcy Court, it must be received at the above
address by 5:00 p.m. (prevailing Central time) by the date fixed by the Bankruptcy
Court on the accompanying scheduling order (the “Voting Deadline™). If you are a
Creditor in Class 1, 2, 3, 4, or 5 and you did not receive a Ballot with this Disclosure Statement,
please contact:

ANCHORS SMITH GRIMSLEY, P1L.C
Attorneys for Debtor

Shiraz A. Hosein

909 Mar Walt Drive, Suite 1014

Fort Walton Beach, FL. 32547

Telephone: (850) 863-4064
Facsimile: (850) 664-5728

Email: sahosein@asglegal.com

A ballot that does not indicate acceptance or rejection of a plan will not be
considered. An impaired class of claims accepts a plan if at least 2/3 in amount and more than
1/2 in number of the allowed claims in the class that actually vote are cast in favor of the
plan. A class of interests accepts a plan if at least 2/3 in amount of the allowed interests of

such class that actually vote are cast in favor of the plan. Whether or not you vote, you will
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be bound by the terms and treatment set forth in the Plan if the Court confirms the Plan. The
Court may disallow any vote accepting or rejecting the Plan if the vote is not cast if good faith,

Once it is determined which impéired classes have accepted a plan, the Court will
determine whether the plan may be confirmed. For a plan to be confirmed, the Code
requires, among other things, that the plan be proposed in good faith and comply with the other
applicable provisions of chapter 11 of the Code, including a requirement that at leasf one class
of impaired claims accept the plan, and that confirmation of the plan is not likely to be
followed by the need for further financial reorganization, The bankruptcy court will confirm a
plan only if it finds that all of the requirements enumerated in section 1129 of the Code
have been met. The Debtor belioves that the Plan satisfies all of the requirements for
confirmation.

One requirement for confirmation of a plan is called the “best interests test”
Notwithstanding acceptance of the plan by each impaired class of claims, in order to confirm
a plan, if even one member of an impaired class votes to reject the plan, the bankruptcy court
must determine that the plan is in the best interests of each holder of a claim or interest in
such class. The best interests test requires that the bankruptcy court find that the plan provideé
to each member of such impaired class a recovery on account of the class member’s claim or
interest that has a value, as of the Effective Date of the Plan (generally, 30 days after
confirmation), at least equal to the value of the distribution that cach such class member
would have received if the debtor’s assets were liquidated under chapter 7 of the Code on such
date. The Code also requires that, in order to confirm a plan, the Court must find that
confirmation of a plan is not likely to be followed by liquidation or the need for further

financial reorganization of the Debtor (“financial feasibility test”). For a plan to meet this
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test, the Court must find that the Debtor’s estate and the Reorganized Debtor possess the
capital and should generate the other resources to meet their respective obligations under the
Plan, The Proponent believes that following confirmation of the Plan, the Reorganized
Debtor will be able to fully perform ali obligations under the Plan without any need for
liquidation or further financial reorganization.

The bankruptcy court may confirm a plan notwithstanding the plaﬁ’s rejection by
some impaired classes, if the bankruptcy court finds that at least one impaired class of
claims (not including any acceptances by “insiders” as defined in section 101(31) of the Code)
has accepted the plan and that the plan satisfies certain additional conditions. This proVision,
found in section 1129(b) of the Code, is generally referred to as the “cramdown” provision.
Pursuant thereto, the bankruptcy court may confirm a plan over the rejection by a class of
secured claims if the plan is fair and equitable and satisfies one of the alternative
requirements of section 1129(b)(2)(A) of the Code (otherwise known as “cramdown”).
Likewise, the bankruptcy court may confirm a plan over the rejection by a class of unsecured
claims if the plan is fair and equitable and if the non-accepting claimants will receive the full
value of their claims, or (even if the non-accepting claimants receive less than full value), if no
class of junior priority will receive or retain anything on account of its pre-petition claims or
interests.

THESE ARE COMPLEX  STATUTORY PROVISIONS, AND THE
PRECEDING PARAGRAPHS ARE NOT INTENDED TO BE A COMPLETE
SUMMARY OF THE LAW. IF YOU DO NOT UNDERSTAND THESE
PROVISIONS, PLEASE CONSULT WITH YOUR ATTORNEY. THE PROPONENT

EXPECTS THAT IT MAY HAVE TO RELY UPON THE “CRAMDOWN”
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PROVISION OF SECTION 1129(b) OF THE CODE IN ORDER TO CONFIRM THE

PLAN.

The Court has set a hearing on coﬁﬁrmation of the Plan for
Pensacola, Florida. Creditors may vote on the Plan by filling out and mailing the

accompanying ballot form to counsel for the Debtor. Your Ballot must be filed on or
before 2016.

. >

L. PRELIMINARY STATEMENT AND HISTORY
AND FINANCIAL CONDITION OF DEBTOR

(1)  HISTORY OF DEBTOR

The Debtor is a Florida corporation which was formed on March 21, 2011.
The shareholders of the Debtor are Wayne Bernheisel who owns 82.2% of the shares of
the Debtor and Jennifer Bernheisel who owns the remaining 17.8% of the shares of the Debtor
where Wayne acts as President and Jennifer is the Vice-President. The Debtor operates a
veteran owned small business that sells, services an(i provides the installation of awnings,
shutters, shutter related products, and overhead doors for residential, government, and
commercial applications. The Debtor's operations are located at 12889 U.S. Hwy 98 West,
Suite 111A, Miramar Beach, Florida (the “Business”) which the Debtor owns. 'The Business
operates out of a physical location at the same address owned by the Debtor. Additionalty the
Debtor leases a storage unit at Tops'l Hill Warehouse in Santa Rosa Beach, Florida and has use
of a Warehouse facility owned by Certified Mfg, in Holt, Florida. On a monthly basis the
Debtor generates gross revenue of approximately $90,000. Expenses, t_excluding debt service,
are approximately $80,750 per month. Since 2010, Debtor has seen a reduction in sales more
than 60% and a reduction in gross profit by approximately 15% due to changes in the
economy. The value of the Debtor’s real property (excluding business operations) is

approximately $450,000.00.

The Debtor currently employs approximately 14 people in the normal operations of
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the Business. f‘or the fiscal year 2014, the Debtor had total revenue of $1,190,138. For the
period January 1, 2015 through September ‘30, 2015, the Debtor had total revenue of
approximately $1,038,000.00. Attached as Exhibit "A" are infographics that show the
companies financials from 2011 through the end of 2016.

(2) HISTORY OF THE DEBTOR’S LOANS.,

(a) Wells Fargo Bank, N.A,
On April 20, 2011, Debtor executed and delivered to Wells Fargo a Note in the original

amount of $1,425,600.00, as modified by a Note Modification dated September 6, 2012, and a

Modification Agreement dated June 12, 2013 (collectively the “Note™). On April 20, 2011,

Debtor executed and delivered to Wells Fargo the following:

1. a Mortgage recorded on April 27, 2011 in Official Records Book 2864, Page

2940 (the “Mortgage’)

2. A Commercial Security Agreement (the “Security Agreement™).

Wells Fargo filed a UCC-1 Financing Statement with the Florida Secured Transaction Régistry
on April 26, 2011. On April 29, 2015, Wells Fargo filed a Complaint in the Circuit Court of the
First Judicial Circuit in and for Walton County, Florida against the Debtor and others (the
“Foreclosure Action™). Wells Fargo asserts in the Foreclo.sure Action that it is owed
$1,567,562.00. The Defendants filed Answers and Affirmative Defenses to the Lawsuit and
Wells Fargo Bank, N.A. had set its Motion for Summary Judgment for hearing on or about
October 20, 2015. The Lawsuit also seeks recovery against the guarantors, Wayne and

Jennifer Bernheisei.
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(b) Ally Bank

In October of 2014, Debtor executed an agreement with Ally Bank for the purchase of a
2007 Chevrolet Silverado and gave to Ally Bank a security interest in the vehicle for the
purchase money. As of the filing of this Disclosure Statement, the outstanding balance due Ally

Bank is $9,674.76 which consists of 29 remaining monthly payments of $326.53.

(3) - SOURCE OF FINANCIAL INFORMATION

The source of financial information for this Disclosure Statement and Plan is from
reports from the Debtor and the Debtor’s officers. The financial information contained herein,
including the exhibits annexed to this Disclosure Statement, has not been audited.

I. ~ DEBTOR’S OPERATION AND STRUCTURE

(D SYNOPSIS OF OPERATION IN CHAPTER 11

On, November 2, 2015, the Debtor filed its application to retain Anchors Smith
Grimsley, PLC (“ASG”) to represent the Debtor in this case, nunc pro tunc, to the Petition
Date. ASG accepted a fee retainer from the Debtor (as supplemented by the Guarantors) in
the amount of $10,000.00, and a cost advance of $1,717.00. The Debtor recognizes that it is
in all constituents’ best interest to emerge from Chapter 11 as quickly as possible,

No creditor’s committee has been appointed in this case.

On December 23, 2015, the Court entered its Order Authorizing Interim Use
of Cash Collateral [ECF No. 32], authorizing the Debtor to use Wells Fargo's cash
collateral pursuant to a Budget forr the interim period.

On January 28, 2016, the Court entered its Agreed Fina] Order Authorizing Use

of Cash Collateral [ECF No. 50] (the “Final Order”) which directed the Debtor to make
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adequate protection payments to Wells Fargo Bank, N.A. in the amount of $2,146.00
per month, |

The Debtor has filed this Second Amended Disclosure Statement and Second
Amended Plan in an effort to expediti.o‘usly start and conclude the reorganization process.

(2)  BRIEF SUMMARY OF THE PLAN

The Plan provides, generally, for the following;

(1) The payment in full of all Allowed Administrative Expense Claims on the
Effective Date or upon such other terms as the Debtor and the holder of each
Allowed Administrative Expense Claim shall agree; 7

(i)  Allowed Priority Claims shall be paid over time as allowed by the B ankruptcy
Code;

(iii) Wells Fargo Bank, N.A. is the holder of a Class 1 Claim. Wells Fargo
Bank, N.A. shall retain its Lien in the Property in an amount determined by

the Court. Debtor intends to seek operations at an(;ther facility and will have this
completed no later than December 31, 2016. Debtor has negotiated a lease which
form is attached as Exhibit *B" for approval. The Lease will be 3 year term with
option to extend, rent of $4100.00 per month plus 6% tax ($4500.00 is budgeted),
security deposit not to exceed $12,300, standard terms of lease for maintenance
and upkeep, occupancy is targeted for 12/1/16 or sooner, but no later than
12/31/16 in Okaloosa County. Debtor will continue to pay Wells Fargo adequate
protection payments till October 31, 2016. At the time Debtor secures a new
operations facility, Debtor will surrender the property at 12889 US Hwy 98 West to

Wells Fargo. After surrender, Wells Fargo's claim will be unsecured and the balance
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(iv)

)

(vi)

(viii)

(ix)

will be treated as a Class 3 General Unsecured Claim.

Ally Bank is the holder of a Class 2 Claim. Debtor intends to retain the 2007
Chevrolet Silverado and continue to make its monthly payment of $326.53 till

Ally Bank is paid in full,

Allowed Class 3 General Unsecured Claims shall by November 15, 2016
receive a pro rata share of a payment of $200,000.00 guaranteed. Additionally
they shall beginning November 15, 2016 receive their pro rata share of a
monthly payment of $7,500.00 at 5.1% for a petiod of 7 years. Also they shall
receive a pro rata share of a $25,000.00 payment by January 15, 2017. Lastly
they shall receive additional estimated payments in quarter 3 for each ye:ir
beginning in 2018 of the remaining years of the plan as reflected in the budget
as aitached as Exhibit "C";

Class 4 Equity Interests shall not be extinguished and the Reorganized Debtor
will be continue to be owned by Wayne and Jennifer Bernheisel at the same
percentage of ownership.

Class 5 Walton County Tax Collector,  This Allowed claim shall be paid
when due until the property is surrendered to Wells Fargo at which time no
further obligation will be due by Debtor.,

The Debtor’s Projections are attached hereto as Exhibit "C" should the Debtor
obtain a new operations facility by December 2016. Should the Debtor not
secure a new operations facility by December 2016, Debtor shall file to

dismiss/convert this Chapter 11 administration.
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(3) EXECUTORY CONTRACTS

Any lease or executory contract not assumed by order of the Court or by the terms of
the Plan and Confirmation Order are rejected. Copies of all leases and contracts will be
made available to any party that requests them in writing.

% OBJECTIONS TO CLAIMS

The claims bar date for all creditors (other than governmental entities) is March 17,
2016. The claims bar date for all governmental entities is June 13, 2016. The IRS has filed
a proof of claim to which Debtor objected and the IRS has amended its claim to zero. The
Debtor does not anticipate filing significant objections to claims.

(5) PRESERVATION OF ACTIONS AND CAUSES OF ACTIONS

From and after the Effective Date, to the extent not otherwise adjudicated or settled
prior to or as a part of the Plan, all rights pursuant to sections 502, 510, 541, 544, 545 and 546
of the Code; all preference claims pursuant to section 547 of the Code; all frauduleﬁt transfer
claims pursuant to section 544 or 548 of the Code; all claims relating to post-petition
transactions under section 549 of the Code; all claims recoverable under section 550 of the
Code; and, all claims (including claims arising at common law or equity) against any person,
entity, etc., on account of any debt, other claim or right in favor of the Debtor, seek a
determination that they are under-secured or wholly unsecured, that they do not have a lien
on the Debtor’s assets, including cash, that their claim should be disallowed and or other
legal or equitable claims, are hereby preserved, retained and assumed for enforcerent by the
Debtor or the Reorganized Debtor as appropriate, who shall, at its election, have the right to
prosecute or settle, to execute and enforce any judgment or settlement agreement therein and
to exercise all such avoidance powers. Based upon payments made prior to the filing of the

Petition Date and the payment in full of all claims, the Debtor does not anticipate the filing of
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any Causes of Action or avoidance actions. However, the Debtor reserves the right to

investigate these claims and file them if appropriate.

(6)  EFFECT OF CONFIRMATION

General Injunction. Pursuant to Sections 105, 1123, 1129 and 1141 of the
Bankruptcy Code, in order to preserve and implement  the various
transactions contemplated by and provided for in the Plan, as of the Effective Date,
except as otherwise expressly provided in the Plan or in the Confirmation Order, all
Persons or Entities that have held, currently hold or may hold a Claim, Debt,
Liability or Interest that is discharged or terminated pursuant to the terms of the
Plan are and shall be permanently enjoined and forever barred from taking any of the
following actions on account of any such discharged or terminated Claims, - Debts,
Liabilities, or Interests, other than actions brought to enforce any rights or obligations
under the Plan or the Plan Documents: (a) commencing or continuing in any manner
any action or other proceeding against the Debtor and its Property or Business; (b)
enforcing, attaching, collecting or recovering in any manner any judgment, award,
decree or order against the Debtor and its Property or Business; (c) creating,
perfecting or enforcing any Lien or encumbrance against the Debtor, and its
Property or Business; (d) asserting é setoff, right of subrogation or recoupment of
any kind against any debt, liability or obligation due to the Debtor; (¢} commencing or
continuing, in any manner or in any place, any action that does not comply with or is
inconsistent with the provisions of the Plan or the Confirmation Order; or ®
interfering with or in any manner whatsoever disturbing the rights and remedies of
the Debtor. The Debtor shall have the right to independently seek enforcement of this

general injunction provision. This general injunction provision is an integral part of the
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Plan and is essential to its implementation, Notwithstanding anything to the contrary
contained herein, the provisions of this Article shall not release or be deemed a release of

any of the Causes of Action.

lI.  CLAIMANTS AND IMPAIRED INTEREST HOI.DERS

Claimants and interest holders entitled to vote under the Plan must affirmatively act
in order for the Plan to be confirmed by the Court. According to the Debtor’s Plan, none of
the Classes 1, 2, 3,4, and 5 are “impaired” classes within the meaning of § 1124 of the
Bankruptcy Code. Any impaired class, must vote to accept the Plan in order for the Plan to be
confirmed without a cram down. A Claimant who fails to vote to either accept or reject the
Plan will not be included in the calculation regarding acceptance or rejection of the Plan,

A ballot to be completed by the holders of Claims and/or Interests is included herewith.
Instructions for completing and returning the ballots are set forth thereon and should be
reviewed at length, The Plan will be confirmed by the Court and made binding upon-all
Claimants and interest holders if (a) with respect to impaired Classes of Claimants, the
Plan is accepted by holders of two-thirds (2/3) in amount and more than one-half (‘/z) in
number of Claims in each such class voting upon the Plan and (b) with respect to classes of
interest holders, if the Plan is accepted by the holders of at least two-thirds (2/3) in amount
of the allowed interests of such class held by holders of such interests. In the event the
requisite acceptances are not obtained, the Bankruptcy Court may, nevertheless, confirm the
Plan if it finds that the Plan accords fair and equitable treatment to any class rejecting it.
Your attention is directed to Section 1129 of the Bankruptcy Code for details regarding the

circumstances of such “cramdown” provisions.

IV, ANALYSIS OF THE PLAN VS. LIQUIDATION ANALYSIS

All payments as provided for the in the Debtor’s Plan shall be funded by the
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Debtor’s cash on hand and revenue from the operation of the Business.

As with any Plan, an alternative would be a conversion of the Chapter 11 case to
a Chapter 7 case and subsequent liquidation of the Debtor by a duly appointed or elected
Trustee. In the event of liquidation under Chapter 7, the following is likely to occur:

(a) An additional tier of administrative expenses entitled to priority over general
unsecured claims under § 507(a)(1) of the Bankruptcy Code would be incurred. Such
administrative expenses would include Trustee’s commissions and fees to the
Trustee’s accountants, attorneys and other professionals likely to be retained by said
Trustee for the purposes of liquidating the assets of the Debtor.

(b) Further claims would be asserted against the Debtor with respect to such
matters as income and other taxes associated with the sale of the assets, and the inability of the
Debtor to fulfill outstanding, contractual commitments and other related clains.

(©) A liquidation analysis containing a balance sheet is attached as Exhibit "D " .

Predicated upon the foregoing, it is management’s opinion that the liquidation value of
the Debtor would be insufficient to pay all classes of creditors and that the Allowed Class 1
Wells Fargo Claim would be under secured in that scenario.

The Court has set a claims’ Bar Date. All indebtedness scheduled by the Debtor as
not disputed, contingent or unliquidated or any indebtedness set forth in a properly
exccuted and filed Proof of Claim shall be deemed an Allowed Claim unless the same is

objected to, and the objection thereto is sustained by the Court.

V. RISK ANALYSIS

The Debtor believes there is minimal risk to the creditors if the Plan is confirmed.

However, in deciding how to cast your vote, you should consider the following risk factors.
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1. The Debtor fails to meet its revenue projections,

VL. U.S.FEDERAL INCOME TAX CONSIDERATIONS

A summary description of certain U.S. federal income tax consequences of the Plan is
provided below. This description is for informational purposes only and is subject to
significant uncertainties. Only the principal consequences of the Plan for the Debtor and for
the holders of Claims and Interests who are entitled to vote to confirm or reject the Plan are
described below. No opinion of counsel has been sought or obtained with respect to any tax
consequences of the Plan, and no tax opinion is being given in this Disclosure
Statement. No rulings or determinations of the Internal Revenue Service (“IRS”) or any
other tax authoritics have been obtained or sought with respect to the Plan, and the
description below is not binding upon the IRS or such other authorities.

The following discussion of U.S. federal income tax consequences is based on the
Internal Revenue Code of 1986, as amended (the “Tax_Code”), regulations promulgated and
proposed thereunder and judicial decisions and administrative rulings and pronouncements of
the IRS as in effect on the date hereof. Legislative, judicial or administrative changes or
interpretations enacted or promulgated in the future could alter or modify the analyses and
conclusions set forth below. It cannot be predicted at this time whether any tax legislation
will be enacted or, if enacted, whether any tax law changes contained therein would affect the
tax consequences to holders. Any such changes or interpretations may be retroactive and
could significantly affect the U.S. federal income tax consequences discussed below.

THIS DISCUSSION DOES NOT ADDRESS FOREIGN, STATE OR LOCAL
TAX CONSEQUENCES OF THE PLAN, NOR DOES IT PURPORT TO ADDRESS
THE U.S. FEDERAL TAX CONSEQUENCES OF THE PLAN TO SPECIAL CLASSES

OF TAXPAYERS. FURTHERMORE, ESTATE AND GIFT TAX ISSUES ARE NOT
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ADDRESSED AND TAX CONSEQUENCES RELATING TO THE ALTERNATIVE
MINIMUM TAX ARE GENERALLY NOT DISCUSSED HEREIN

NO REPRESENTATIONS ARE MADE REGARDING THE PARTICULAR
TAX CONSEQUENCES OF THE PLAN TO ANY HOLDER OF A CLAIM OR
INTEREST. EACH HOLDER OF A CLAIM OR INTEREST IS STRONGLY URGED
TO CONSULT ITS OWN TAX ADVISOR REGARDING THE US, FEDERAL,
STATE, LOCAL AND FOREIGN TAX CONSEQUENCES OF THE TRANSACTIONS
DESCRIBED HEREIN AND IN THE PLAN.

Holders of Claims should generally recognize gain (or loss) to the extent the
amount realized under the Plan (generally the amount of Cash received) in respect of
their Claims exceeds (or is exceeded by) their respective tax bases in their-Claims. The
tax treatment of holders of Claims and the character and amount of income, gain or loss
recognized as a consequence of the Plan and the distributions provided for by the Plan will
depend upon, among other things, (a) the nature and origin of the Claim, (b) the manner in
which a holder acquired a Claim, (c) the length of time a Claim has been held, (d) whether
the Claim was acquired at a discount, (¢) whether the holder has taken a bad debt
deduction in the current or prior years, (f) whether the holder has previously included in
income accrued but unpaid interest with respect to a Claim, (g) the method of tax
accounting of a holder; and (h) whether a Claim is an installment obligation for U.S.
federal income tax purposes. Therefore, holders of Claims should consult their own
tax advisors for information. that may be relevant to their particular situations and
circumstances and the particular tax consequence to such holders as a result thereof.

The tax treatment of a holder of a Claim that receives distributions in different taxable
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years is uncertain. If such a holder tréats the transaction as closed in the taxable year it
first recetves {or is deemed to have received) a distribution of Cash and/or other property, it
should recognize gain or loss for such tax year in an amount equal to the cash and the value of
other property actually (and deemed) received in such tax year (other than that received in
respect of accrued interest) with respect to its Claim (other than any portion of the Claim that is
attributable to accrued interest) plus the estimated value of future distributions (if any) less its
tax basis in its Claim (except to the extent its Claim is for accrued interest). A holder should
then subsequently recognize additional income or loss when additional property distributions
are actually received in an amount equal to the Cash and/or value of such other property
(other than that received in respect of accrued interest} less the holder’s allocable tax basis in
its Claim with respect to such subsequent distribution. A holder may have to treat a portion of
any such subsequent distribution as imputed interest recognizable as ordinary income in
accordance with the holder’s method of tax accounting. If instead the open transaction
doctrine applies as a result of the value of the Subsequent Distributions that a holder may
receive not being ascertainable on the Effective Date, such holder should not recognize gain
(except to the extent the value of the Cash and/or other property already received exceeds such
holder’s adjusted tax basis in its Claim (other than any Claim for accrued interest)) or loss
with respect to its Claim until it receives the final distribution thereon (which may not be until
the Final Distribution Date). It is the position of the IRS that the open transaction doctrine
applies only in rare and extraordinary cases. The Debtor believes that the open transaction
doctrine should ﬁot apply and that holders may be entitled to take the position that on the
Effective Date no value should be assigned to the right to receive any Subsequent

Distributions. ~Creditors are urged to consult their own tax advisors regarding the
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application of the open transaction doctrine and how it may apply to their particular
situations, whether any gain recognition may be deferred under the installment
method, whether any loss may be disallowed or deferred under the related party rules
and the tax treatment of amounts that certain Creditors may be treated as paying to other
Creditors.

Holders of Allowed Claims will be treated as receiving a payment of interest (in
addition to any imputed interest as discussed in the preceding paragraph) includible in
income in accordance with the holder’s method of accounting for tax purposes, to the extent
that any Cash and/or other property received pursuant to the Plan is attributable to accrued but
unpaid interest, if any, on such Allowed Claims. The extent to which the receipt of Cash
and/or other property should be attributable to accrued but unpaid interest is unclear. The
Plan provides, and the Debtor intends to take the position, that such Cash and/or other
property distributed pursuant to the Plan will first be allocable to the principal amount of an
Allowed Claim and then, to the extent necessary, to any accrued but unpaid interest thereon,
Each holder should consult its own tax advisor regarding the determination of the amount of
consideration received under the Plan that is attributable to interest (if any) and whether any
such interest may be considered to be foreign source income. A holder generally will be
entitled to recognize a loss to the extent any accrued interest was previously included in its
gross income and is not paid in full.

Certain payments, including the payments of Claims and Tnterests pursuant to the
Plan, are generally subject to information reporting by the payor to the IRS.
Moreover, such reportable payments are subject to backup withholding under certain

circumstances. Under the backup withholding rules, a holder of a Claim may be subject to
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backup withholding at the applicable tax rate with respect to distributions or payments made
pursuant to the Plan, unless the holder: (a) comes within certain exempt categories (which
generally include corporations) and, when- required, demonstrates this fact or (b) provides a
correct taxpayer identification number and certifies under penalty of perjury as to the
correctness of its taxpayer identification number and certain other tax matters. Backup
withholding is not an additional tax. Rather, the U.S. federal income tax liability of those
subject to backup withholding will be reduced by the amount of tax withheld. If withholding
results in an overpayment of U.S. federal income taxes, a holder may obtain a refund of any
excess amounts withheld under the backup withholding rules by timely filing the appropriate
claim for refund with the IRS.

THE FOREGOING DISCUSSION IS INTENDED ONLY AS A SUMMARY
OF CERTAIN U.S. FEDERAL INCOME  TAX CONSEQUENCES OF THE PLAN
AND IS NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING WITH A TAX
PROFESSIONAL. THE ABOVE DISCUSSION IS FOR INFORMATIONAL
PURPOSES ONLY AND IS NOT TAX ADVICE. THE TAX CONSEQUENCES OF
THE PLAN ARE IN MANY CASES UNCERTAIN AND MAY VARY DEPENDING ON
A HOLDER’SlINDIVIDUAL CIRCUMSTANCES. ACCORDINGLY, HOLDERS ARE
URGED TO CONSULT WITH THEIR OWN TAX ADVISORS ABOUT THE
U.S. FEDERAL, STATE, LOCAL AND FOREIGN INCOME AND OTHER TAX
CONSEQUENCES OF THE PLAN.

CIRCULAR 230 DISCLAIMER: The IRS now requires written advice (including

electronic communications) regarding one or more Federal (i.e., United States) tax issues

to meet certain standards. Those standards involve a detailed and careful analysis of the
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facts and applicable law which we expect would be time consuming and costly, We
have not made and have not been asked to make that type of analysis in connection with
any advice given in this Disclosure Statement. As a result, we are required to advise
you that any Federal tax advice rendered in this e-mail is not intended or written to be
used and cannot be used for the purpose of avoiding penalties that may be imposed by the

IRS.

VIL POST-CONFIRMATION STRUCTURE

Upon the Effective Date, the Reorganized Debtor will make disbursements pursuant
to the Plan. In accorda.nce-with, and subject to, the provisions of the Plan, the Reorganized
Debtor shall continue to conduct the day-to-day operations of its business. Wayne and Jennifer
Bernheisel shall continue to own the Reorganized Debtor at the same percentage of ownership.
The Debtor contemplates continued management by the Reorganized Debtor through
Wayne Bernheisel who shall not receive compensatipn for this management until the plan is
complete. Wayne has not received a salary from Debtor since 2013 and he is willing to

receive no pay until the plan is complete.

VIIL CONFIRMATION BY CRAM DOWN

The Debtor reserves the right, in the event that impaired classes reject the Plan, to seck
confirmation of the Plan if the Court finds that the Plan does not discriminate unfairly and
is fair and equitable with respect to each dissenting class,

The Plan is deemed fair and equitable if it provides (i) that each holder of a
Secured Claim retains its lien and receives deferred cash payments totaling at least the allowed

amount of its claim, of a value, as of the effective date of the Plan, of at least the value
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of its secured interest in the property subject to his lien, and (ii) that each holder of an
Unsecured Claim receives property of a value equal to the allowed amount of its claim, or no

holder of a junior claim receives or retains any property.

IX. MISCELLANEQUS PROVISIONS

A. Notwithstanding any other provisions of the Plan, any Claim which is
scheduled as disputed, contingent, or unliquidated or which is objected to in whole or in part
on or before the date for distribution on account of such claim shall not be paid in accordance
with the provisions of the Plan until such claim has become an Allowed Claim by a Final
Order. If allowed, the Claim shall be paid on the same terms as if there had been no dispute.

B. At any time before the Confirmation Date, the Debtor may modify the Plan,
but may not modify the Plan so that the Plan, as modified, fails to meet the requirements of
§1122 and § 1123 of the Bankruptcy Code. After the Debtor files a modification with the
Bankruptcy Court, the Plan, as modified, shall become the Plan.

C. At any time after the Confirmation Date, and before Substantial Consummation
of the Plan, the Debtor may modify the Plan with permission of the Court so that the
Plan, as modified, meets the requirements of § 1122 and §1123 of the Bankruptcy Code.
The Plan, as modified under this paragraph, shall become the Plan.

D. After the Confirmation Date, the Debtor may, with approval of the Court, and
so long as it does not maferially and advel;sely affect the interest of creditors, remedy any
defect or omission, or reconcile any inconsistencies in the Plan or in the Order of
Confirmation, in such manner as may be necessary to carry out the purposes and effect of the

Plan.

E. The Debtor shall pay the United States Trustee the approptriate sum required
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pursuant to 28 U.S.C. §1930(a)(6), within ten (10) days from the entry of an order conﬁrming
this Plan, for pre-conﬁnnation perieds and simultaneously provide to the United States Trustee
an appropriate affidavit indicating the cash disbursements for the relevant period. The Debtor, as
a reorganized debtor, shall further pay the United States Trustee the appropriate sum required
pursuant to 28 U.S.C. §193((a)(6) for post-confirmation periods within the time period set forth
in 28 U.S.C. §1930(a)(6), based upon post-confirmation disbursements made by the Reorganized
Debtor, until the earlier of the closing of this case by the issuance of a final decree by the
Bankruptcy Court, or upon the entry of an order by the Bankruptcy Court dismissing this case or
converting this case to another chapter under the United States Bankruptcy Code, and the
reorganized debtor shall provide to the United States Trustee upon the payment of each post-
confirmation payment an appropriate affidavit indicating all the cash disbursements for the

relevant period.

X, CONCLUSION

Under the Debtor’s Second Amended Plan, all Creditors and interest holders of Debtor
will participate in some manner in the distribution to be made thereunder. Proponent believes
that the distributions contemplated in its Plan are fair and afford all Claimants and
interest holders’ equitable treatment. ACCORDINGLY, DEBTOR RECOMMENDS THAT

ALL CLAIMANTS AND INTEREST HOLDERS VOTE TO ACCEPT THE PLAN.

DATED: October 3, 2016 GULFCOAST SPECIALTY PRODUCTS &
. SERVICES, INC.

By: /s/ Wayne Bernheisel
Wayne Bernheisel
Its: President
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ANCHORS SMITH GRIMSLEY, PLC
Attorneys for Debtor

909 Mar Walt Drive, Suite 1014

Fort Walton Beach, FL 32547
Telephone: (850) 863-4064

Facsimile: (850) 664-5728

By:  /s/ Shiraz A. Hosein
Shiraz A. Hosein, Esq.
Florida Bar No. 0492701
sahosein@asglegal.com
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STATE OF FLORIDA
COUNTY OF OKALOOSA

This Lease made and entered into by and between the “Lessor”, § & A of NWFL, LLC and “Lessee”

In consideration of the covenants herein contained, Lessor does hereby lease to Lessee and Lessee does
hereby lease from Lessor, an office/warehouse unit of approximately square feet, identified as 200 |Hart
Street, Niceville FL, located in the County of Okaloosa.

1.

Term
The term of this lease shall commence on and continue to.
Premises

The Premises are to be used in connection with business and for no other purpose,
without prior written consent of Lessor, Lessee will not commit any nuisance or act which may
disturb the quiet enjoyment of any tenant in the building. Lessee will not use any portion of the
Premises for purposes other than those specified. No use will be made or permitted to be made
upon the Premises, nor acts done, which will increase the existing rate of insurance upon the
property, or cause cancellation of insurance policies covering the property. Lessee will not conduct
or permit any sale by auction or otherwise, except upon written permission of Lessor.

Lessee agrees to accept the Premises in its “as is” condition on date hereof and agrees that Lessee
will be responsible for any and all additional leasehold improvements which Lessee desires. At the
time of occupancy the Unit will have met all necessary requirements for rental. The plans for any
leasehold improvements shall be submitted to Lessor for approval prior to commencing any work
thereon. Lessor agrees that Lessee shall take possession of the Premises as of the date hereof for
the purpose of performing the work needed for approved Lessee’s improvements.

Examination of Premises by Lessor

Lessor and its agents shall have the right to enter the premises at all reasonable times to examine
the condition and use thereof or to show same to a prospective future tenant, provided only that

such rights shall be exercised in such manner so as not to interfere with Tenant in the normal
conduct of Lessee’s business.

Rent

Lessee agrees to pay Lessor monthly rent, due the first day of the month. Lessee shall, during the
lease term beginning pay Lessor arent of § per month, which consists of $ base
rent plus the current 6% Florida state sales tax of § . Lessee can occupy the unit at the time the
lease agreement is executed and payment is received. In the event the rent is not paid within 5

1

EXI-&BIT
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days after due date, Lessee agrees to pay a late charge of 5% of the past due rent, plus interest at
the rate of 18% per annum on the delinquent amount. The late charge period is not a grace period,
and Lessor is entitled to make written demand for any rent if not paid when due,

Taxes

Lessee shall pay all personal property taxes assessed by teason of its personal property and
fixtures on the Premises, and Lessee shall also pay any other fees and taxes incidental {o the
operation of its business, specifically including, but not limited to, Florida state sales tax
(presently at a rate of 6% of the monthly rent)

Trash Removal/Cleaning/Pest Control

Lessee shall keep its Premises clean, both inside and outside, and will remove all of its trash from
the Premises to the designated trash dumpster for regular trash pickup. Lessee shall properly
break down any large boxes or other containers being disposed of so that such containers properly
and adequately fit inside the dumpster without exceeding the dumpster’s capacity. The Lessor
will pay for said regular trash service. In the event Lessee’s trash exceeds a reasonable quantity {or
is refused by the trash removal company), or contains hazardous matetials requiring special
disposal, Lessee shall remove such material and make arrangements for disposing of hazardous
material at Lessee’s sole cost; provided if Lessee fails to do so, the Lessor may have it removed

and Lessce agrees to pay the expense thereof on demand. Pest control in leased premises is the
responsibility of Lessee.

Lessee will not burn any materials or rubbish of any description upon said Premises, Lessee also
agrees to keep the Premises and the sidewalks, parking area in front and area behind said Premises
free from obstructions, rubbish, dirt, trash, garbage and other refuse. In the event Lessee fails to
keep the Premises and other areas heretofore described in the proper condition, Lessor may cause

the same to be done for Lessee and Lessee agree to pay the expense thereof on demand as
additional rent.

Utilities
Lessee shall pay all utility charges to the Premises, whether determined by meter or otherwise, for
the Unit including electricity, telephone, cable, etc, bills. For the utilities billed direct to the

Premises or Lessee, Lessee shall pay such bills by their due date. Water and sewer will be
provided by the Lessor for normal usage. Security lights will be paid for by Lessor.

Repairs
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(a) Lessor shall not be liable to Lessee for any damage to Lessee’s property whatsoever
unless caused by an act of Lessor or neglect of Lessor afier notice from Lessee, Lessor
shall maintain the exterior walls and roof of the Unit,

(b} During the term of this Lease, it is expressly agreed and understood that Lessee shall at all
times keep the interior of said Premises and the heating, ventilating, air conditioning and
plumbing equipment serving the Premises in good order, condition and repair, and in a
clean, sanitary and safe condition, and in accordance with all applicable laws, ordinances
and regulations of any governmental authority having jurisdiction. In the event that the
HVAC requires replacements during the lease period, the Lessor will make the necessary
repairs, excluding normal maintenance of the unit. Lessee shall permit no waste, damage
or injury to the Premises. If Lessee refises or neglects to commence repaits required of
Lessce hereunder within ten (10) days after written demand, or adequately to complete
such repairs within a reasonable time thereafier, Lessor may make the repairs without
liability to Lessee for any loss of damage that may occur to Lessce’s business by reason
thereof, and if Lessor makes such repairs, Lessee shall pay to Lessor the cost thereof on
demand as additional rent.

{©) Lessee shall promptly, at its own cost and expense, replace with glass of the same quality
any cracked or broken glass, including plate glass, interior or exterior windows and doors
in the Premises. If Lessee fails to replace such glass or other breakable materials as
provided for herein, the Lessor, at Lessor’s option, may cause the same to be done for
Lessee, and Lessee hereby agrees to pay the expense thereof on demand as additional rent.

(d) Lessor agrees that Lessee shall have the benefit of any warranties in favor of Lessor on

equipment which Lessee is obligated hereunder to maintain and repair.

(e) Lessee shall be responsible for any minor repairs necessary to the premises up to and
including the cost of $100.00.

No Smoking

Neither the Lessee, guests, nor any other person shall be allowed to smoke in the premises.

Lessee also agrees to refrain from burning candles, incense or any other material. Any violation
will be deemed a material violation of the Lease Agreement. Lessee understands that any damage
caused by smoking any substance will be considered damage. Damage includes, but is not limited
to: deodorizing carpet, AC ducts, wax removal, additional paint preparation, replacement of carpet,
counter-tops, or any other surface damage due to burn marks and/or smoke damage. Lessee agrees
to pay the costs to ionize the premises to remove any unwanted odors,

Fixtures
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All alterations, improvement and fixtures, which may be made or installed by either of the parties
hereto upon the Premises, and which in any manner are attached to the floors, walls or ceilings,
shall at the termination of this Lease, become the property of the Lessor (unless Lessor requests
their removal), and shall remain upon and be surrendered with the Premises as part thereof without
damage or injury.

This provision will not apply to any signage paid for and installed by the Lessee, At lease
termination, if not extended, Lessee is responsible for sign removal and will repair any damage to
exterior facade caused by signage. Signage will not be installed unti! such signage is approved, in
writing, by Lessor.

Liens and Indemnity

Lessee shall not cause or permit any lien, mortgage, encumbrance, or other claim against the
Sublet premises and property without the express written consent of Lessor.

_ Lessee agrees to indemnify and save Lessor jointly and severally harmless against any and all

claims, demands, damages, costs and expenses, including court costs and reasonable attomey’s
fees for the defense thereof, arising from the conduct or management of the business conducted by
Lessee in the performance of any covenant or agreement on the part of Lessee to be performed
pursuant to the terms of this Lease, or from any act of negligence of Lessee, its agents, contractors,
servants, employees or licensees, in or about the Premises. Lessee agrees to pay and discharge
within thirty (30) days after notice thereof of any mechanic’s or other liens against the Unit or
Lessor’s interest therein claimed in respect to any labor, services, materials, supplies or equipment
turnished or alleged to have been furnished to or upon the request of Lessee, provided that Lessce
may contest such lien claim if Lessee shall first discharge the Premises from such lien,

Lessor agrees to indemnify and save Lessee jointly and severally harmless against any and all
claims, demands, damages, costs and expenses, including court costs and reasonable attorney’s
fees for the defense thereof, arising from the conduct or management of the business conducted by
Lessor in the performance of any covenant or agreement on the part of Lessor to be performed
pursuant to the terms of this Lease, or from any act of negligence of Lessor, its agents, contractors,
servants, employees or licensees, in or about the Premises, Lessor agrees to pay and discharge
within thirty (30) days afier notice thereof of any mechanic’s or other liens against the Unit or
Lessee’s interest therein claimed in respect to any labor, services, materials, supplies or equipment
furnished or alleged to have been furnished to or upon the request of Lessor.

Destruction of Premises

In the event of a partial destruction of the premises during the term, from any cause, Lessor will
promptly repair the premises, provided that such repairs can be reasonably made within sixty (60)
days. Such partial destruction will not terminate this Lease except that Lessee will be entitled to a
proportionate reduction of rent while such repairs are being made, based upon the extent to which
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the making of such repairs interferes with the business of Lessee on the premises. If the repairs
cannot be made within sixty (60) days, this Lease may be terminated at the option of either party
by giving written notice to the other party within the sixty (60) day period.

Condemnation

If any part of the premises is condemned for public use, and a part remains which is susceptible of
occupation by Lessee, this Lease will, as to the part taken, terminate as of the condemnation date,
Lessee will be required to pay such proportion of the rent for the remaining term as the value of
the premises remaining bears to the total value of the premises at the date of condemnation;
provided, however, that Lessor may at his/her option, terminate this Lease as of the condemnation
date. In the event that the premises are condemned in whole, or the remainder is not susceptible
for use by the Lessee, this Lease will terminate upon the condemnation date. All sums which may
be payable on account of any condemnation will belong solely to the Lessor; except that Lessee

will be entitled to retain any amount awarded to him/her for his/her trade fixtures or moving
expenses.

Default by Lessee

It is mutually agreed that in the event:

(a) Lessee shall default in the payment when due of any sums required herein to be paid and
fails to cure such default within five () days after written notice thereof from Lessor; or

{b) If Lessee abandons or vacates the Premises; or

(c) Lessee shall be in default in performing any of the terms or provisions of this Lease other
than the provision requiring the payment of any sum of money, and fails to cure such
default within fifteen (15) days after the date of receipt of written notice of default from
Lessor; or

(d) If Lessee is adjudicated bankrupt; or

A permanent receiver is appointed for Lessee’s property and such receiver is not removed
within sixty (60) days after written notice from Lessor to Lessee to obtain such removal;

0 Whether voluntarily or involuntarily, Lessee takes advantage of any debtor relief
proceeding under any present or future law, whereby the rent or any part thereof is, or is
proposed to be, reduced or payment thercof deferred; or

(2 If Lessee makes an assignment for benefit of creditors; or
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(h) If Lessee’s effects should be levied upon or attached under process against Lessee and not

satisfied or dissolved within thirty (30) days after written notice from Lessor to Lessee to
obtain satisfaction thereof:

then, and in any of said events, Lessor may take the following actions:

(i) Lessor may terminate this Lease upon written notice to Lessee, whereupon this Lease shall
end, and upon such termination by Lessor, Lessee will at once surrender possession of the
Premises to Lessor and Lessor may forthwith reenter the Premises and repossess himself
thereof and remove all persons and effects there from using such force as may be
necessary without being guilty of trespass, forcible entry or other tort; and

(ii) Lessor, as Lessee’s agent, may enter upon and offer the Premises for rent at the best price
obtainable by reasonable effort, without advertisement and by private negotiation, for any
term Lessor deems proper and Lessee shall be liable to Lessor in damages for any
deficiency between Lessee’s rent hereunder and the price obtained by Lessor on re-
leasing. Any suit brought to collect the amount of such deficiency may be brought for all
the remaining months of the term thereof in one suit, prospectively.

Lessor’s remedies as set forth herein shall in no event are construed to limit those
otherwise available in law or equity.

Attorney’s Fees

In any action or proceeding arising out of this Lease Agreement, the prevailing party shall be
entitled {o reasonable attorney’s fees and costs, including any collection fees charged by a
collection agency, which could be based on a percentage of the amount due.

Waiver of Jury Trial

The Lessor and Lessee hereby specifically waive their right to demand a jury trial in respect to the
Enforcement of this agreement.

Waiver of Rights

No failure of Lessor to exercise any power given Lessor hereunder, or to insist upon strict
compliance by Lessee with its obligations hereunder, and no custom or practice of the parties at

variance with the terms hereof shall constitute a waiver of Lessor’s right to demand exact
compliance with the terms hereof. '

Notices

Unless otherwise in this Lease provided, any notice which Lessor may desire or be required to
give the Lessee, including any notice of expiration, shall be deemed sufficiently given if in

6
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writing, delivered to the Lessee personally or sent by Certified U.S. Mail addressed to Lessee at
Lessee’s principal residence, which address Lessee shall designate in writing. Any notice by
Lessee to Lessor shall be delivered personally or sent by Certified U.S. Mail address to Lessor at
the address where the last previous rental hereunder was paid or at such address as provided to
Lessee in writing. The time of the giving of such notice shall be deemed to be the time when the
same is delivered or two (2) business days after mailed as aforesaid.

Time of the Essence

Time shall be of the essence in interpreting the provisions of this Lease Agreement.

Severability

If any clause or provision of this Lease is illegal, invalid or unenforceable under present or future
laws effective during the Lease term, then, and in that event, it is the intention of the parties hereto
that the reminder of Lease shall not be affected thereby and remain in full force and effect.

Entire Agsreement

This Lease contains the entire agreement of the parties, and no representations, inducements,
promises or agreements, oral or otherwise, between the parties not embodied herein shall be of any
force or effect,

Assignment and Subletting

Lessee will not assign this Lease or sublet any portion of the premises without prior written
consent of the Lessor, which will not be unreasonably withheld. Any such assignment or subletting
without consent will be void and, at the option of the Lessor, will terminate this Lease,

Lessor’s Liability

In the event of a transfer of Lessor’s title or interest to the property during the term of this Lease,
Lessee agrees that the grantee of such title or interest will be substituted as the Lessor under this
Lease, and the original Lessor will be released of all further liability provided, that all deposits will
be transferred to the grantee.

Deposits

Lessee agrees to pay to Lessor the sum of § which represents a deposit to secure the full and
faithful performance by Lessee with the terms of the lease. Lessor may deduct there from, any
sums due Lessor pursuant to the terms of this Lease, including but not limited to, costs of repaiting
or replacing any damaged portion of the Premises and the costs of cleaning the Premises. Lessee’s
leasehold improvements (but not Lessee’s equipment or personal property) shall be the property of

7
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S & A of NWFL, LLC

Lessor and may not be removed from the Premises. Lessee shall surrender the Premises including
the Lessee’s improvements to Lessor and in the same condition as on the commencement of the
term of the Lease, natural wear and tear excepted.

25, Insurance

Lessee agrees, at Lessee cost, to maintain commercial general liability insurance coverage, during
the term of this lease, in an amount of at least a $1,000,000, naming S & A of NWFL, LLC as an
additional insured. A certificate of insurance must be provided at the time of occupancy, such
certificate will provide fifteen (15) day advance notice in the event of cancellation,

Lessee shall maintain adequate insurance on its own personal property located on the leased
premises during the term of this lease agreement,

It shall be deemed a material part of this agreement that the Lessee shall maintain and keep in full
force and effect all required policies of insurance during the term of this lease. Copies of all
declaration pages for the above — referenced insurance policies shall be delivered to Lessor on an
annual basis.

The Lessor shall not be liable for damages or losses to persons or property. Lessor shall not be
liable for personal injury or damage, or loss of Lessee’s personal property due to theft, vandalism,
fire, water, rain, hail, smoke, explosions, sonic booms, or other causes whatsoever unless the same
is due to negligence of the Lessor.

IN WITNESS WHEREQF, the parties hereto have execuied this instrument the day and year writien
below.

Signed, sealed and delivered to Lessor
in the presence of:

LESSOR:

Witness to Lessor Date S5 & A of NWFL, LI.C Date
Sarah E. Korecki, Managing Member

Signed, sealed and delivered to Lessee
in the presence oft

LESSEE:

-Witness to Lessee =~ - " Date - - T ‘Date -
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Remaining 2016 Expenditures:
Forklift for New Facility

Racks

Trailer

IT and new infrastructure needed
Moving Labor estimate

2017 Expenditures:
e-250 van & graphics

Warehouse supplies & tools
10" table saw
Cordless router
Milwaukee replacent sets (2)
Gas Welder
Klutch 7500K DC
Cutting torch Gentec Silver Series
Welding table
Racks
Paint Booth and Equipment
Other

Filed 10/03/16 Page 49 of 50

$4,000
$1,500
$1,250
$1,500
$3,000

$7,250

$20,000 cash payment in Q1 2017

$10,000
$350
$200
$700

$1,600
$400
$425
$2,500
$2,500
$1,325
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Liquidation Analysis

Chapter 7 Liquidation

Assets as of 2/16/16
Cash - Operating Accounts (1) $ 340,000
Sale of Real Property 490,000
FF&E, Personal Property (2) 150,000
Total Assets 980,000
Liquidation Costs
Estimated Unpaid Administrative Claims 15,000
Estimated Chapter 7 Trustee Fees/Costs 25,000
Estimated Sales/Liquidation Costs (3) 35,000
Total Liquidation Costs 75,000
- Funds Available to Creditors 905,000
First Lien Holder, Wells Fargo 1,567,562
Funds available for other creditors 0

Notes:
(1) Cash on hand fluctuates

(2) Values on Statements and Schedules is approximately

$210,000. However the Debtor submits a forced sale would result in less
being achieved.

(3) Includes real estate broker commission.

EXHIBIT
S T




