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!)‘va ]
& Gandis ~ Business Opportunities Meeting
October 30, 2007 é,) ~

Partnership (“LLC”) Structuting Issues (

1. Ownership, Income & Distributions:

a. What will be contributed as capital by each member to the LLC?
GSh - Tosw Cawmoid

o0 - 7;4\/4 ;‘,u?fLSQN

i At Formation?
ii. Subsequently?
b. What are the ownership percentages? £2/87 9 \\\.{0\
c. Will any member have a preferential distrdbution of profits or cash flow?
i }o}:wnnual—paymem—fomm
. €hff - return on capital invested
d. How and when will cash flow be distributed?
i By msjodty vote? Mudtass Aj necarvt”
ii. Mandatory distribution of all profits?
ii. Distdbutions sufficient to pay income taxes on LLC profits
@ allocations (What to do whea cash flow does not match taxable
income)? Egu,*[. Frndt ‘Fa.o»ﬁ P4 afner £
2. Management
a Wil managers be designated or will all managers jointly manage?
i. Do some have specific powers? ~ JoHa - Pres/bemy /’C £o
ii Ifmore than one, how to bandle joint management® DAVE - VP
b. How to handle votes in a two-member entity? MusT Bg UNgV omotd
¢ What decisions require special voting (e.g. supermajority or unanimous vote
of members/managers)? .
i. Hiring senior lever employees? Yes

fi. ‘l'erminating employees? ye ¢
iil. Admitting 2 new member? Ye s

iv. Purchase or redemption of membership interest except as specifically
contemplated by an LLC operating agreement? Ye¢ ¢

v—A change in the nature of the LLC’s business? /e ¢
vi. Any requirement obligating (all) members to make additonal capital

contrbutions?
1. Approval of RFPs prior to submission by contributing yas
’ metuber?

2. Notification of bid variances > % prior to funding? ye <

L) MA/ llcco/ ﬁ Ack 4C-c.oun/44~"

1 whaet +his Meaws .
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Gandis — Business Opportunities Meeting
e October 30, 2007

vii, The creation by the LLC of any debt or contract obligations that,
taken with all other cxisting debts and contract obligations (other
than anticipated obligations to pay for routine services and supplies) yes
require the LLC to pay more than Seooo. - (specify amount) in any
year?

viii. Entering into any agreement or arrangement with an affiliate of 2
member? ye ¢

ix. Liquidation or dissolution of the LLC? Urenacous. Yeu

x. Taking any action, including but not limited to the sale of any asser, _,, <
outside the ordinary course of business? Y

The merger or consolidation of the LLC with another entity? e

g

Relocation of the LLC’s principal place of business, the opening of
any new company office, the entrance into a new business by the yes
LLC, or the cessation of the LLC’s business?

xiii. Increasing, modifying, consolidating, or extending any loan, whether ,, <
secured or unsecured, affecting the LLC? )l

B,

xiv. Distributing any cash or property of the LLC to any member, other
than as provided in the LLC operating agreement? -~ b

F xv. Assigning the rights of the LLC in any of its properties? yes

d. Ina two-member deal — recommend that the operating agreement can be I
amended only by unanimous vote. /

3. Employment and Compensation
S Will Service partner (John) be “employee” (Le. receive guaranteed payments)
‘ of the LLC? (Note: true employee status is not possible with an LLC).
Should Cliff receive compensation for his time or should we increase his
percentage to compensate for his efforts?

b. Is compensation to be paid as 2 stated salary or under a formula? (Oris
compensation to be left to a vote of the members/managers (sce Paragraph
1D)). Compens 4 fronr 70 be leld o a pode of ThE arearber S,

c. Generally employee benefits (vacation, insurance, etc) should also be ¢ Sowe da

described — unless they are provided in a separate entity. Mebrcal

d. Termination of employment Iavsaranie

i On what notice can employee quit? Mutnal 47!-"8"(#"

ii. On what notice can the LLC terminate employment without cause? #/4
iii. Need to include a “for cause” provision, will notice be required? w /4

e. Is there 2 noncompete provision?

: i During employment?
p g employm é,vo‘

ii. After termination or employmen

977
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Gandis — Business Opportunities Meeting
October 30, 2007 »

Is there an agreemcﬁt regarding disclosure of confidendal information? Ae

Is there an agreement regarding solicitation of employees? Ao

4. Transferabiliry and Issuance of Membership Interest

a.

b.

In general, membership interests should be NONTRANSFERABLE yez .
Should transfer to family membets or other members or employees be 7&1_ o
permitted? '
Can the LLC issue new membership interests without giving existing Vo
members preemptive rights? . T ‘

5. Buy — Sell Provisions

2. How is each membership interest valued?

(i Net book value based on ﬁnguci%ls?ﬁ - 7/6 £
1. Use‘Ae;;reciated va&ﬁe or 50% of cost, whichever is greater?
2. Accrue all expenses?
3. BExclude accounts receivable and pay some percentage as
salary continnation? .
- 4. Exclude life insurance proceeds on the death of 2 member

ii. Formula based on some other factor (with Goodwill component)?

iii. Outside Appraisal? : ————e e

iv. Is each member guaranteed to receivglwhat he paid (capital)‘. ir some
stated amount?

Who should purchase' the interest (the LLC or the other members)?
What happens on the death of 2 member?

i. Mandatory purchase by the LLC? (Time period of at least 18
months)

ii. Option to purchase by the LLC? (Or the other member)? )a g
iil. “Put” by estate to LLC? (Or other member)?
What happens on disability of member?
i Same as death? —y-c s,
What happens with divorce of a member?

i—Prohibition-on-actual-transfer of interest-to-spouse?

il. Prohibition on involvement by spouse? )/~¢. S .
i, Other?
What happens on temminadon of employment of member?
i Voluntarily by the member — >/¢ <.
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5.

Gandis — Business Opportunities Meeting

October 30, 2007

Immediately off manager board? }’ts .
No further vote as member? Ye .
Mandatory purchase by the LLC? No,
Option to purchase by the LLC? Yes,
No obligation on LLC to purchase? Ye £ .

ii. Involuntarily by the LLC
/——-g

*-1. Same issues as above

2.

What if termmated “for cause”
a. Reduction in value?

b. Reduction in salary continuation?

g Howis the purchase price to be paid?

mtcly ava\lablc funds upon clos@

. Installments over 36 months (or lesser period)?

1

) 2.
e 3
4

. Are there extended payments at lower (or no) interest rates

6.

Interest rate?
Security interest in LLC assets to secure payment?

Personal guaranty by other members?

for members who quir?

Is there a non-compete that causes forfeiture of payout of

membership value or salary continuation?

Is there a vesting schedule on the value or on any salary
continuation?

iii. Will there be any life insurance on the members? ab,

iv. Should there be a “put-call” provision? (What period of time
permitted on reciprocal offers?)

Mo,
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RE: Update

RE: Update

Item 1D: 169706
Subject: RE: Update )
From: Namaste Consulting <namasteconsult@belisouth.net>
To: John Gandis <john@decotexlic.com>
Cc: gandisc@bellsouth.net <gandisc@bellsouth.net>
" Sent: June 2, 2008 6:25:09 PM EDT
Received: June 2, 2008 6:25:00 PM EDT
Attachments: Carolina Custom LLC Formation questionnaire.doc
size: 81 KB (83,462 bytes)
Source: Outlook.pst .
Location: Exported mait files/Outlook.pst/Top of Personal Folders/Clients/CCC/CCC Partner matters
Duplicates: ‘2. .

Content Created: June 2, 2008 10:51:46 AM EDT

Content Last -+ June 2, 2008 6:14:40 PM EDT

Modified:

MIME Type: - message/rfcB22 .
Content MIME Type: text/plain

Character Set: utf8

Language: English .
MDS5 Hash: 8bf7546a1997fcd37564296e74cd8086
Message Hash: b622079b500e248292{43e56af0289aa

John — | too thought it was a very productive day. We had a great
meeting with Dave — laying a solid foundation for your partnership
discussions and | the time with Joy going over the QuickBooks items
should help your financials both in terms of timing as well as matching
revenues with expenses, etc.

§ PLANTIFFS
g EXHIBIT
:

2%

May-Dec2008_to_John00000074
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RE: Update

I'd like to suggest that you complete this questionnaire ALONE (Although
you are documenting the discussions you had with Dave, I'd rather you
write down your understanding of the deal rather than sit with Dave to
complete. In this manner, it | have any suggestions that you like, Dave
won't perceive it as his deal is being changed. He will stiti have full .
apportunity to negotiate for changes — but this way | won't have to
explain items that may be betier for you than they are for him. | am
particularly concerned about putting too much in front of him until we
finish the discussions related to cash flow implications. | feel that
we need to ensure that he continues to take on SHARED entrepreneurial
risk in this deal and-it may take him a little while to shift from his
historical “commission based” mindset to one of true owner.
Once you fill out the questionnaire (leaving open any items that you
have not focused on — we’ll get them in the next round). Then send it
to me and we can discuss these points together. | can help you think
fhrough the best case and worse case planning, and then we'll bfing Dave
into the documentation process once we have a game plan that covers the
cash flow alternatives. . .
If | missed any of your points, let me know. '
Andrea C : : .
PS — as for the Custom Carolina accounting for inventory — at this
point, it is better that you have éxpensed everything than the opposite.
If you are still showing a profit at this point — and have as yet to
sell everything, then business is doing well. | want to make certain
that we define “distributable cash flow” to include a reduction for
unsold inventory costs — this will ensure that the company funds its own
inventory purchases before “salaries” are paid to owners. At year end ~
we can put the costs associated with the inventory still on hand “back )

- on the books.” This is a Lean Accounting épproach - and may work better
in this first year to help you manage business. )

From: John Gandis [mailio:john@decotexiic.com]
Sent: Friday, May 30, 2008 5:41 PM
To: namasteconsult@belisouth.net
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RE: Update

Cc: gandisc@bellsouth.net
Subject: Update
Hi Andrea,
Hope you had a great week !
| just wanted to shoot you an e-mail and say thanks again for ail of the
great help you gave us last week. We really appreciate it. it has been
a real eye opener for Dave and | —and my Dad especially appreciates the
advice you gave me... as he has been preaching to me all along.
Dave and | sat down on Tuesday — and had some great discussions on
moving our business forward. Dave is in favor moving his accounts over
into the CCC account column and collecting a salary for a period of time
until we can really get things going. We started doing some of this —
this week by moving towards purchasing inventory for future orders that
-Dave had under his umbrella. Fortunately we have the cash coming in
that will allow us to do this without borrowing any money.
We also discussed putting Dave on the payroll starting in July. | think
that we can handle the $8000 that he pays himself starting in July if we
are able to convert the existing orders that we have in house.
1 would feel better about all of this if you had an opportunity to look
over everything that we are doing — to confirm that we can indeed afford
it. '
In addition — | would like to receive a management fee for what | am
doing, but do not want to strap the business just so that | get paid
right away.
There are three accounts that Dave imports that do not currently go
through CCC — we both think it best that these three accounts stay away
from CCC. Dave agrees that all future orders (even if they are imports)
should be run through CCC. I do.not know how much of his income is
derived from the three accounts | mentioned — but again... this is
something that you can help us with. Maybe CCC shouid not pay the
salary portion that the three accounts cover. In two of the cases - |
do not think that he has derived any income from the accounts... and they
could very easily go away. ’
With all of this said... | need help. | have been entering the inventory
‘ as an expense, and fear that | have really screwed up the CCC account.
We are' not showing the profits that should be there — 1 think that it is
the way | am accounting for it. o :
Next week | am out Monday, Tuesday and Thursday — the week after that |
am open. Joy is gone the following week. Let me know your thoughts on
all of this and any advice you may have for moving forward.
Look forward to hearing from you,
John
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RE: Update

Attachments

1. Carolina Custom LLC Formation questionnaire.doc

Type: . ' application/msv‘vord
Size: : 56 KB (57,452 bytes)
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RE: Update

Attachment #1. \
Carolina Custom LLC Formation questionnaire.doc

Original view
5 pages (displayed on pages 276 to 280)

May-Dec2008_to_John00000074

984



RE: Update

Gandis — Business Opportunities Meeting
October 30, 2007

Partnership (“LLC*) Structuring" Issues

1. Ownership, Income & Distributions:
2. What will be contributed as éapital by John Gandis to the LLC?
i AtFormation? ' ‘
ii. Subsequently?
b. What will be contributed as capital by Dave to the LLC?
i. At Formation?
i. Subsequcntly?
c. What are the ownership percentages?
d. Will any member have a preferential distribution of proﬁts or cash flow?

i, Dave - annual payment for services (minimum salary expectation —
. hopeful salary expectation)

ii. John - return on capital (equipment) | mvested mana.gement fee (and
why is this in ADDITION). .

jii. What is the rationale for providing a “salary” rather tha.n merely
dividing profits? (Note — this question is not an attempt to eliminate
salaries, but rather to help focus on the total business and all the
vatious ways in which the members are compensation for their assets
and their time).-

e. .How and when will cash flow be distributed? ‘
i. By majority vote?
_ii.” Mandatory distribution of all proﬁts’

iii. Distributions sufficient to pay income taxes on LLC proﬁts
allocations (What to do when cash flow does not match taxable
income)? :

iv. What to do if cash flows are not sufficient to meet the minimum
salary and management fee expectation of the partners.

2. Management . -
a.  Will managers be desxgnated or will all managers )omt;ly manage'r’
i. Do some have specific powers?
ii. If more than one, how to handle joint management?
iii. How are contract decisions to be made?
. iv. How are decisions about large capital investments to be made?

v. How will the decision to continue or dissolve the venture be made?

May-Deczooé_to_John00000074 '
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RE: Update

Gandis ~ Business Opportunities Meeting
October 30, 2007

b. How to handle votes in a two-membert entity? When will one member be
able to commit the entity to a business transaction without the priot-
approval of the other member.

c.  What decisions require special voting (e.g. supermajority or unanimous vote
of members/managers)? How is to handle these types of decisions as the
company grows? :

i. Hiring senior lever employees?
ii. Terminating employees?
iii. Admitting 2 new member?

iv. Purchase or redemption of membership interest except as specifically
contemplated by an LLC operating agreement?

v. A change in the nature of the LLC’s business?

vi. Any requirement obligating (all) members to make additional capital
contributions?
1. Approval of RFPs prior to submission by conttibuting
member? ‘
2. Notification of bid vatiances > x% ptior to funding?

vii. The creation by the LLC of any debt or contract obligations that,
taken with all other existing debts and contract obligations (other
than anticipated obligations to pay for routine services and supplies)
require the LLC to pay more than (specify amount) in any
year?

viii. Entering into any agreement or arrangement with an affiliate of 2
member?

ix. Liquidation or dissolution of the LLC?

x. Taking any action, including but not limited to the sale of any asset,
outside the ordinary course of business?

xi. The merger or consolidation of the LLC with another entity?

xii. Relocation of the LLC’s principal place of business, the opening of
any new company office, the entrance into a new business by the
LLC, or the cessation of the LLC’s business?

xiii. Increasing, modifying, consolidating, or extending any loan, whether
secured or unsecured, affecting the LLC?

xiv. Distributing any cash or property of the LLC to any member, other
than as provided in the LLC operating agreement?

xv. Assigning the rights of the LLC in any of its properties?

d. Inatwo-member deal — recommend that the operating agreement can be
amended only by unanimous vote.
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RE: Update

Gandis — Business Opportunities Meeting
October 30, 2007
3. Employment and Cor.npensation

a. Will any partner be “employee” (i.e. receive guaranteed payments) of the
LLC? (Note: true cmployee status is not possible with an LLC). Note- a
guaranteed payment is different from 2 profit split in that the guaranteed
payment is fixed — even if no money is made (ot profit is carned) A
guaranteed payment needs to be funded from alternative sources when no
profits are there.

b. Is compensation to be paid as a stated salary or under a formula? (Oris
compensation to be left to a vote of the members/ managers (see Paragraph

1D)).

c. Generally employee benefits (vacation, insurance, etc) should also be
described — unless they are provided in a separate entity.

d. Termination of employment
i On what notice can employee qmt"’
. ii. On what notice can the LLC terminate employment without cause>
iii. Need to include 2 “for cause” provision, will notice be required?
e Is there‘a nloncompete provision?
i. During employment? °
ii. After termination 6r ;:mploymcnt?
f. Is there an agreement regatding disclosute of confidential information?
g Is there an agreement regarding solicitation of erriployees?
4. Transferability and Issuance of Membership Interest )
2. In general, membership interests should be NONTRANSFERABLE

b. Should transfer to fa.tmly membets or other members 6t employees be
permitted?- .

c. Can the LLC issue new membershlp interests without gwmg emsung
members preemptive rights?

5. Buy ~ Sell Provisions
 a. How is each membership interest valued?
. i. Net book value based on financials:
1. Use depreciated value or 50% of cost, whichever is greater? -
2 Accrue all expenses?

"3, Exclude accounts receivable and pay some percentage as
salary continuation?

4. Exclude life insurance proceeds on the death of a member

ii. Formula based on some other factor (with Goodwill component)?
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~ RE: Update

"Gandis — Business Opportunities Meeting
October 30, 2007
iii. Qutside Appraisal? AN

iv. Is each member guaranteed to receive what he paid (capital) or some
stated amount?

b. Who should purchase the interest (the LLC or the other members)?
¢. What happens on the death of 2 member?

i. Mandatory purchase by the LLC? (Time period of at least 18
months)

ii. Option to purchase by the LLC? (Or the other member)?
iii. “Put” by estate to LLC? (Or other member)?
d. What happens on disability of member?
i. Same as death?
e. What happens with divorce of 2 member?
i. Prohibition on actual transfer of interest to spouse?
ii. Prohibition on involvement by spouse?’
iii. Other? ‘
f.  'What happens on termination of employment of member?
i. Voluntarily by the member
- 1. Immediately off manager board?
2. No further vote as member?
3. Mandatory purchase by the LLC?
4. Option to purchase by the LLC?
5. No obligation on LLC to purchase?
ii. Involuntarily by the LLC
1. Same issues as above
" 2. What if terminated “for cause”
a. Reduction in value?
b. Reduction in salary continuation?
g How is the purchase price to be paid?
i. Immediately available funds upon closing?
ii. Installments over 36 months (or lesser period)?
1. Interest rate? '
2. Security interest in LLC assets to secure payment?

3. Personal g\iaranty by other members?
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RE: Update

Gandis — Business Opportunities Meeting
October 30, 2007

4, Ate there extended payments at lower (or no) interest rates
for members who quit?

5. Is there a non-compete that causes forfeiture of payout of
membership value or salary continuation?

6. Is there a vesting schedule on the value or on any salary
continuation?

ili. Will there be any life insurance on the members?

iv. Should there be a “put-call” provision? (What period of time
permitted on reciprocal offers?)

h. What should happen to assets in the event that the partners agree to
voluntarily terminate the LLC? .

i. Each partneris entitled to receive the identical asset they contributed
1. How is the asset to be valued at distribution?
ii. What items would be required to be sold — so cash could be divided?

ii. Would either partner be prohibited from continuing to pursue.
activities with the same customers, in same area, etc.?’
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Custom Carolina

Custom Carolina

temID: 169708

Subject: Custom Carolina

From: Namaste Consulting <namasteconsult@belisouth.net>

To: ’ : John Gandis <john@decotexllc.com>

Sent: ' June 16, 2008 3:04:35 PM EDT

Recelived: June 16, 2008 3:04:00 PM EDT

Attachments: Carolina Custom LLC Formation questionnaire.doc, image001.jpg
size: - 91 KB (93,795 bytes)

Source: Outlook.pst )
Location: Exported mail files/Outlook.pst/Top of Personal Folders/Clients/CCC/CCC Partner matters
Duplicates: 2

Content Created: - June 16, 2008 3:02:27 PM EDT

Content Last June 16, 2008 3:02:27 PM EDT
Modified: .

‘MIME Type: . message/rfc822

Content MIME Type: text/plain

Character Set: utis

Language: . English

MDS Hash: . 49766f0c5beesB8925461027131322034b
Message Hash:  3d71af43ebBac07cc8c6076dfb42e89e

| think we can move the priority allocation —
Need a list of every customer, with the old commission in whatever rate
he used to charge and a year by year volume/sales figure.
Andrea ' -
****To ensure compliance with requirements imposed by the IRS, we inform
you that any tax advice included in this written or electronic ’
communication is not intended or written to be used, and it cannot be
used by the taxpayer, for the purpose of avoiding any penalties that may
be imposed on the taxpayer by any governmental taxing authority or
agencytxtll . . .
This message (including any attachments) may contain confidential
information intended for a specific individual and purpose, and is
protected by law. if you are not the intended recipient, you should

- delete this message. Any disclosure, copying, or distribution of this
message, or the taking of any action based on it, is strictly
prohibited.
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Custom Carolina

Attachments

1. Carolina Custom LLC Formation questionnaire.doc

Type: applicatioﬁ/msword
Size: 72 KB (74,268 bytes)

2. image001.jpg

Type: image/jpeg
Size: 12 KB (13,234 bytes)
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Custom Carolina

" Attachment #1
Carolina Custom LLC Formation questionnaire.doc

Original view
7 pages (displayed on pages 284 to 290)
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Custom Carolina

1.

Gandxs Business Opportunities Meetmg
October 30, 2007

Partnership (“LLC”) Structuring Issues

Ownershxp, Income & Distributons:
2. What will be contributed as capital by_]ohn G’mdxs to the LLC?

. At Formation? 100% - $60,000 on home equity line, 30,000 -
bortowed from DecoTex line (§300,000). Joha borrowed from bank
and put 60K into CCC’s bank account. Decotex borrow $$ and then
lent to this company (oot equity but a loan). Should Decotex
become a partner in CCC or should this be a loan between Decotex
and CCC.

ii. Subsequently? 100% - All debt funded from John... borrowed

$15,000 from M-Tech Properties LLC line to purchase film. Single
member LLC owned by John which owns the real property — already
has a $125,000 line (at this point, no debt has been drawn). There
will be NO mandatory additional contributions by John and '
subsequent funding will be lent to the company at 15%.

b.. What will be contributed as capital by Dave to the LLC?

i. At Formation? None

ii. Subsequently? None — I would like to have Dave’s name attached to

the M-Tech Properties note, but I don’t know if we will be able to

make that happen. Dave lists the contractual relationships, along with - -

the commissions and historical sales levels. We want the big Minova
in this listing, but anything that is not our product is excluded and
somehow we need to prohibit him from doing new deals in our
market that don’t come through here.

c. What are the ownership percentages? I'm cool with 50/50... We going to
have priority returns on this old book of business, under which Dave earns
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his old commission on his old poundage up to $8K per month, and John
earns his old commission on the same poundage, cach month. Shortage .
cause shortfalls in this distributions and excesses are held to cover shortfall
_ months. NOT A GUARANTEED PAYMENT - but rather a priority
allocation. In the event the margin suffer — both parties take the reduction.

‘d. Will any member have a preferential distribution of profits or cash flow?

1. Dave - annual payment for services (minimum salary expectation ~

vk

KL

-hopeful salary expectation) Dave needs to make $§8000 a2 month...

that is what he currently pays himself. I think thit with the current
level of business that we are bringing in — we should be ok. As
regards the customer relationships on the list, Dave is to receive a
priority profits allocation up to the $8 based upon his old
commission rate on those old pounds. John earns his old
commission rater on those same old pounds.-
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Custom Carolina

i.

Gandis — Business Opportunities Meeting
October 30, 2007

John - return on capital (equipment) invested, management fee (and
why is this in ADDITION). Not sure I am understanding here.
Rebuilding machines, accounts payable, accounts receivables,
employees are now a shared cost - and they need to come FIRST
before the priority distributions. Then we need to come up with a
reasonable “management” element that ties with Dave’s. '

What is the rationale for providing a “salary” rather than merely
dividing profits? (Note — this question is not an attempt to eliminate
salaries, but rather to help focus on the total business and all the
vatious ways in which the members are compensation for their assets
and their time). I guess because Dave needs to make some money —
dividing profits... as long as he get’s at least $8k 2 month and this

. may be a good scenario.

e. How and when will cash flow be distributed? Dave needs something
monthly... management fee for me can be whenever.

i

il

By majority vote? Yes For dissolution, for new debt, for wind down. -

Mandatoxy distribution of all profits? At some level Monthly = need
an accounting of the pre-contribution accounts with the volumes
COLLECTED and a tentative determination of the priority profit
distribution. At the same time, we need an overall accounting of the
company’s distributable cash flow. — and the LESSER of overall
profits or the priority will be distributed. Any deficit in the priority
distribution carryover to months that have excess operations.

Distabutable cash flow in year one is Amounts collected less account

. payable at month end. In year two, Distributable cash flow is Amounts

.

collected less accounts payable at month end less 1/12 of owner loans
(with accrued interest thereon). Need to write this so the owner loans
are ratable paid down in year two.

Distributions sufficient to pay income taxes on LLC profits
allocations (What to do when cash flow does not match taxable
income)? No mandatory tax distributions so long as the priority
distributions of profits are being made. Once the owners have
agreed to terminate the priority distribution regime, then tax
distributions will be required on a quarterly basis from profits based
upon the prevailing federal and state tax rates to the extent cash
distributions are less than this amount.

What to do if cash flows are not sufficieat to meet the minimum
salary and management fee expectation of the parmers. Good
question... have any suggestions. I would hate to borrow money on
a new company like this. No guaranteed payments and distributions
are subject to overall cash flow limitations. If cash islow in
company, then everyone is low.
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Custom Carolina

2. Management

Gandis — Business Opportunities Meeting
October 30, 2007 .

a. Wil managers be desxgnated or will all managers ]omtlv manage? I have been
running all operations... Dave runs the sales John is 2 managing member —
ask the attorney what is risk differential to John is Dave’sinterest is a non-
maxngmg mterest

i

i

iv.

Do some have spectﬂc powers? Yes

If more than one, how to handle joint management? Mutual
agreement Specify things that need unamimous decisions.

How are contract decisions to be made? Must be ]omtly Eot '
contracts over $5,000. .

How are decisions about large capital investments to be made?
Jointly — for assets over $5,000.

How will the decision to continue or dissolve the venture be made? 1
would like to control this decision as long as the equipment is in my
name. Both paiues retain the right to have distdbutions in KIND of
assets they contributed to the venture. If one person wants to go ..
Mediation before a lawsuit.

- b. How to handle votes in a two-member entity? When will one member be
able to commit the entity to a business transaction without the prior-
approval of the other member. Dollar limits ?

c. What decisions require special voting (e.g. supermajority or unanimous vote
of members/managers)? How is to handle these types of decisions as the
company grows? Sounds like all of these need special voting.

i
i.

iv.

V.

vi.

Hiring senior lever employees? yes
Terminating employees? no

Admitting a new member? Yes — we also want to limit the :
transferability of the interest — and we want to cover what happens in
the event of death and divorce with the new and unwanted partner.

Purchase or redemption of membership interest except as specifically
contemplated by an LLC operating agreement?

A change in the nature of the LLC’ s business? yes

AAny requirement obligating (all) membe:s to make additional cap1tal

contributions? yes

1. Approval of RFPs prior to submission by contnburmg
member?

n

The creation by the LLC of any debt or contract obligations that,
taken with all other existing debts and contract obligations (other
than anticipated obligations to pay for routine services and supplies)
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Custom Carolina.

Gandis — Business Opportunities Meeting
October 30, 2007

require the LLC to pay more than $250,000 (specify amount) in any
year?

viii. Entering into any agreement or arrangement with an affiliate of a
member? Yes — pre-existing arrangements for space, utilities, and
loans. We need a rental agreement $750. We need to verify the
Decotex LOC reps & warrants to determine the structure of the
$30,000. :

ix. Liquidation or dissolution of the LLC? Yes

x. Taking any action, including but not limited to the sale of any asset,
outside the ordinary course of business? Yes

xi. The merger or consolidation of the LLC with another entity? Yes

xii. Relocation of the LLC’s principal place of business, the opening of
any new company office, the entrance into a new business by the
LLC, or the cessation of the LLC’s business? Yes

xiii, Increasing, modifying, consolidating, or extending any loan, whether
secured or unsecured, affecting the LLC? Yes

xiv. Distributing any cash or property of the LLC to any member, other
than as provided in the LL.C operating agreement? Yes

xv. Assigning the rights of the LLCin any of its properties? Yes

d. Inatwo-member deal — recommend that the operating agreement can be
amended only by unanimous vote. . Yes

3. Employment and Compensation

a. Will any partaer be “employee” (i.e. receive guaranteed. payments) of the
LLC? (Note: true employee status is not possible with an LI.C). Note- a
guaranteed payment is different from a profit split in that the guaranteed
payment is fixed — even if no money is made (or profit is earned). A~
guaranteed payment needs to be funded from alternative sources when no
profits are there. Yes — would have to fund from some type of line
(preferably the M-Tech propertiés line). No guarantee payments.

b. Is compensation to be paid as a stated salary or under a formula? (Oris
compensation to be left to a vote of the members/managers (see Paragraph
1D)). What do you think it better ? There will be a formula for the priority
allocation based upon the contributed accounts — for one year to be renewed
and recalibrated at the. 2™ year and 3 year — after which priority allocation is

. to be removed. ‘

c. Generally employee benefits (vacation, insurance, etc) should also be
described — unless they are provided in a separate entity. If he is not an
employee is it really important to outline this ?

d. Termination of employment
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Custom Carolina '

Gandis — Business Opportunities Meeting
October 30, 2007

i, On what notice can employee quit? Years notice ? © 90 days ?
Death, disability (impaired) are covered separately — otherwise we
have a partnership termination. Really should cover termination for
cause - and have some remedies.

ii. On what notice can the LLC terminate employment without cause?
Need help here... what is customary ? Not applicable here '

ii. Need to include a “for cause” provision, will notice be required?
Need help here. Attorney will provide language.

e. Is there a noncompete provision? Needs to be... minus the three.
Everything in our industry(product category) goes through LLC — first right
of refusal on every single contract opportunity (new or old customers), and if
we refuse, then he can pursue independently including through the Chinese
and India slitting business partners.

i. During employment? There are three accounts that Dave wants to
retain something over... may be easier to discuss this over the phone.

. After termination or employment? Would be nice to have. Need
non-compete in instance when entities dissolve for cause.

£ Isthere an agreement regarding disclosure of confidential information? We
do not currently have anything in place. .. should we? Some generic
confidentiality language is ok.

g Is there an agreement regarding solicitation of employees? Not sure that I .
understand this... are you saying if someone left that could not “raid” the
staff ? .

4. Transferability and Issuance of Membership Interest
"a. In general, membership interests should be NONTRANSFERABLE Ok.

b. Should transfer to family members or other members or employees be
permitted? No

c. Can the LLC issue new membership interests without giving existing
members preemptive rights? Don’t understand the questions. No new
members without unanimous vote/ ’

S. Buy — Sell Provisions
a. How is each membership interest valued? Need help
i. Net book value based on financials: -
1. -Use depreciated value or 50% of cost, whichever is greater?
2. Accrue all expenses? .

3. Exclude accounts receivable and pay some percentage as
- salary continuation?

4. Exclude life insurance proceeds on the death of a member
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Custom Carolina

Gandis —- Business Opportunities Meeting
October 30, 2007

ii. Formula based on some other factor (with Goodwill component)?
Not a lot of goodwill generated for a toll slitting business.

iii. Outside Appraisal?

iv, Is each member guaranteed to receive whart he paid (capital) or some
stated amount? Should '

. Who should pufchase the interest (due LLC or the other members)? Other

member

Whart happens on the death of a member? Assets should be book to fair
market value & credited to the capital accounts. Then the book of business
in effect on that day should continued to be shared for 9 months at which
point the deceased partner’s capital account is fully redeemed and the
business must leave the premises — unless a lease extension is negotiated.
" There will be a right to dispute FMV book up at some reasonable cost to the
entity. .
1. Mandatory purchase by the LLC? (Time period of at least 18
months) Yes Latest date the other person should receive money is
18 month. ’ .

ii. Option to purchase by the LLC? (Or the other member)? Yes
it “Put’” by estate to LLC? (Or other member)? Yes
. Whart happens on disability of member?
i. Same as death? Yes -
What happens with divorce of a member?
i Prohibinon on actual transfer of interest to spouse? Yes
. Prohibition on involvement by spouse? Yes
1. Other?
What happens on termination of employment of member?
i Vquntﬁrily by the member
1. Immediately off manager board? Yes
2. No further vote as member? Yes
3. Mandatory purchase by the LLC?
4. Option to purchase by the LLC? Yes
5. No obligation on LLC to purchase?
i, Involuntarily by the I1.C '
1. Same issues as above
2. What if terminated “for cause” Yes

a. ' Reduction in value?
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Custom Carolina

Gandis - Business Opportunities Meeting
+ - October 30, 2007
b. " Reduction in salary continuation?
g How is the purchase price to be paid?
i. Immediately available fands upon closing?
"ii. Installments over 36 months (or lessex peﬁod)? Yes
1. Interest rate? Yes - low,
2. Security iﬁterest:in LLC assets to secure payment?
3. Personal guaranty by other members? '
4

. Are there extended payments at lower (or no) interest rates
for members who quit? No

Is there a non-compete that causes forfeiture of payout of
membership value or salary contiauation?

:J'l

6. Is there a vesting schedule on the value or on any salary
continvation? Yes’

tii. Wil there be am life insurance on the members? Maybe eventuaﬂy
iv. Should there be a “put-call” provision? (What period of time
permitted on reciprocal offers?) Yes - 6 months

h. What should happén to assets in the event that the partners agree to
voluntarily tecminate the LLC? Go to pay off debt — then distributed

1. Each partner is entitled to receive the identical asset they contributed”

1. How is the asset to be valued at distribution? Good question
- need some suggestions here. Valued at book basts — such
that each receives what they got.

ii. - What items would be required to be sold — so cash could be divided?
All properties help by the company. — that were NOT contributed by
one of the partnets or purchased in replacement of an asset
contributed by a partner. Partaers will be permitted to purchase the
assets if they are the highest bidder.

.

" Li, Would either partner be prohibited from continu.ing to pursue
-activities with the same customers, in same area, etc.? Yes No non-
compete with a voluntarily dissolution. Each is free to pursue with
all' customers. ’
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From: John Gandis <john@decotexlic.com>

Sent: Tuesday, June 24, 2008 6:03 PM
To: ‘dave wilson'
Subject: RE: EFS Sales and CCC pro;ected sales

| understand, and do appreciate greatly what you contribute to the business.

| think that the accounting issue to work out is that your ownership percentage obtains a prlonty guarantee” based off of
the profits on the accounts... technically | don't think that we call it a “salary”, as an owner it is a distribution - ? |

think. The company will also accrue for your taxes, etc.

I'll call you on the way home to discuss. | hate e-mail.

-JG

From: dave wilson [mailto:davewilson@easternfilms.net]
Sent: Tuesday, June 24, 2008 5: 50 PM

To: 'John Gandis'

Subject: RE: EFS Sales and CCC projected sales

Hi John,

Using only the past 2 years does not really give us an accurate picture of what ! am bringing to the company. | sold
accounts in the past two years that | am no longer selling. We may be able to sell those accounts again but there are no
guarantees. There are accounts | have sold before 2007 that | can bring to the table. How do we put a value on those? In
addition, we have business with Minova that | could have kept but chose to run though CCC. | have been working on the
Minova 2 mil project for several years. Before we discussed paying me a salary, we were looking at having CCC toll slit 2
mil for Eastern Film Solutions. When | discovered that Soliant had film and that it may work for Minova, | chose to run this
business through CCC. We set it up so that CCC would buy the film and sell Eastern Film Solutions at $.15/1b less than
what | was selling Minova for. This would have allowed me to keep a decent margin on Minova while still giving CCC good
margin on the film from Soliant. The most profitable choice for me would have been to buy the Soliant film and have CCC
or someone else toll slit the film. Since | have a vested interest in the success of CCC, | was happy to have CCC buy the
film from Soliant and resell to me.

This company has evolved to where we are today. Our situation is probably a bit unique. The real question is this — are
the customers, vendors and margins | am bringing to the table worth the salary we are proposing? If | am to focus all my
efforts in the film business on CCC, | am foregoing opportunities to earn money on those opportunities outside of CCC. in
addition, | am giving up considerable income by running all of the Minova business through CCC. If CCC were not in
business and | supplied Minova with film from Soliant, | could make silly money even if | paid someone $.30/b to convert
the film.

I believe that the business | am bringing to the table even without the Minova 2 mil justifies the salary we are -
discussing. The Minova 2 mil business makes my contribution quite large and | feel justified in earning income from that
account. My business has gotten to a point where a partner is critical to support the growth. | have never considered
another partner other than you. | agree that CCC toll slitting for Eastern Films is complicated to manage and not a long
term strategy for profitability and growth. Please look at it from my side...! am considering turning over accounts with all
associated profits to CCC. This is my primary source of income. | have to be compensated for the business | have
established.

If you are having doubts about whether my accounts are worth the salary, we need to discuss this. If you feel that my .

_salary puts you in an unfair position, we should also discuss this. | have no doubt that the contribution we both bring to the
table can result in a successful business. | think you feel the same based on everything you have told me.

CCC-Supp1_000050
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| can put together a more detailed chart of accounts and dollars earned, but it will take some time. Let's talk tonight if you
- have some time.

Thanks,

Dave

From: John Gandis [mailto:john@decotexlic. com]
Sent: Tuesday, June 24, 2008 4:39 PM

To: 'dave wilson'

.Subject: RE: EFS Sales and CCC projected sales

Good Stuff.
I haven't been able to reach Andrea today - | think that she is traveling.

What she said that she wanted to get was a projection of what the EFS bock of business was worth the last couple of
years... once she has this information she will derive a formula to determine the value —

If | understand what she is trying to do is assign a value (like equity) to the book of business to write into the agreement so
that we are shown as 50/50 partners. My part is easy - dollars invested in equipment/hard assets... your is a little more
tricky since it is an intangible. | need to look back into my notes, but | think that what she is looking for is a statement from
EFS for the last two years — tax returns/customers — margins, etc. Would it be easier if you just send your quick books file
?

I don’t want to make this any more difﬁcult' for you, and | want you to be comfortable moving forward with what we are
doing. | have a iot of faith that she will be able to construct something that makes sense for both of us... but | don't think
that a projection of what we think we can do will suffice for putting the agreement together. - ' :

Let me know your thoughts,
‘John

PS - | just looked in my notes — She was requestmg a chart — Customer / $ earned per pound sold to customer / Pounds *
sold to customer... is this something that you can do ? .

From: dave wilson [maiito:davewilson@easternfilms.net]
Sent: Tuesday, June 24, 2008 11:33 AM

To: 'John Gandis'

Subject: EFS Sales and CCC projected sales

Hi John,

Take alook at this and let me know if you have questions. I think the pro;ected CCC sales are doable if we can get the -
_pounds through the plant.

Thanks,

Dave

CCC-Supp1_000051
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Please Forward this to Dave

Please Forward this to Dave

temID: 22520
Subject: - . Please Forward this to Dave .
From: Namaste Consulting <namasteconsult@belisouth.net>
"To: - .John Gandis <john@decotexllc.com> :
Sent: July 14, 2008 9:28:12 AM EDT
Recelved: _July 14, 2008 9:28:00 AM EDT
Attachments: image001.jpg
- Slze: 21 KB (22,397 bytes)
Source: -" archive1.pst
Location:’ . Exported mall files/archive1.pst/Top of Outlook data me/Sent items
Duplicates: 2

Content Created: July 14, 2008 9:21:52 AM EDT

Content Last July 14, 2008 9:21:52 AM EDT
Modified: .

MIME Type: message/rfc822

Content MIME Type: text/plain

Character Set: utfs

Language: English

MDS5 Hash: 6b28f9837a6adad670df2fef3d0d6a4e

Message Hash: 6630b35565{dd81dae66e09ff4d28e46

" Dave-as you know — | am working with John trying to develop the Ianguagé for the preferred return section of the
partnership agreement. '

He sent me the attached forecast which you have prepared — and which will be useful for the new business — but this -
is not quite what | had hoped to see for this basis. John mentioned that you offered your prior tax retumns — I'd like to
.take you up' on'a portion of that - as you know, the tax return is incredibly summarized — so what | would like to see is

a summary for each of the prior two years of the receipts by customers (I am assuming this would be in your

" quickbooks already) — if you could also prowde the underlying computation — e.g. Hart & Colley — 100,000 lbs @

Scents ~ 5,000.

{ am hoping that you could pull this together during this next week — | would like to have a proposed draﬂ back to you
by end of the month and certainly before a second preferred payment check would be due. | am recommending to
John that we get this into place before the next check is made so.we can be certain that we are not getting ahead of
what is actually occurring in the business — | certainly don’t want you to be behind either!

Thanks and let me know if you have any questions,

Andrea

***To ensure compliance with requirements imposed by the IRS, we inform you that any tax advice included in this
written or electronic communication is not intended or written to be ‘used, and lt cannot be used by the taxpayer, for the
- purpose of avoiding any penalties that may be imposed on the taxpayer by any governmental taxing authonty or
agency™"*" )

This message (including any attachments) may contain confidential information |ntended for a specific individual and
purpose, and is protected by law. If you are not the intended recipient, you should delete this message. Any
disclosure, copying, or distribution of this message, or the taking of any action based on it, is strictly prohibited.

PLAINTIFF'S

o

f% EXHIBIT
i

May-Dec2008._to_John00000013

1002



joy - additional CCC accounting items

joy - additional CCC accounting items

ftem ID: 24648

Subject: joy - additional CCC accounting items

From: . Namaste Consulting <namasteconsult@bellsouth.net>
To: kelseyshana <kelseysnana@belisouth.net>

Cc: John Gandis <john@decotexlic.com>

Sent: September 7, 2008 11:08:36 PM EDT

Received: September 7, 2008 11:08:00 PM EDT

Attachments: image001.jpg

Size: 46 KB (47,973 bytes)

Source: archive1.pst )
Location: . Exported mail flles/archive1.pst/Top of Outlook data file/Sent ltems
Duplicates: 2

Content Created: September 7, 2008 10:53:22 PM EDT

Content Last September 7, 2008 11:05:16 PM EDT
Modified:

MIME Type: message/rfc822

Content MIME Type: text/plain

Character Set: utfs

Language: English

MDS5 Hash: 54cb8cae37276f2a0718710b794a5f47

Message Hash: d74a829653b17b9dbe1fbb45a47ef26a

Joy - based upon John’s answers below ....

1) We need to reclassify the various purchases that are in Scrap Material to Inventory. Start out doing the change in
the chart of accounts as 1 suggested — we will then have to go back and set up inventory items, etc.

2) It seems as if he [s saying that the amounts in repair expense are actually amounts that should be capitalized to the
equipment he bought. Eventually we will need to review each bill and get each cost to the proper machine (In other
words — we will need to know which asset is Machine | versus Machine 11) etc. BUT ... for right now... just to get
statements for Mitsubishi — just put into the smallest one.

3) Enter rent bills for the property at $1,200 per menth starting with last November.....to the extent that amounts have
actually been paid to John (it appears that 8,750 has been paid) those payments should be applied against November
2006, December 2007, January 2006 invoices with a smidge ($150) applied towards the February 2006 rent. Then —
go ahead and cut a check to M-Tech (if that is the Landlord) for the remaining rent that is due (I compute that to be
$9,450 in order to be paid through September). Date that check as of 8/31/07 in the system so it will not show up as an
additional payable (although it will show as an outstanding check at month end). | wouldn't normally ask you to back
date a check ... but since we are giving them 8/31 statements and he may be showing Dave those statements, | would
like rent all cleared up before they are reviewed again. Try to keep them current on the rent payments since paying
late can cause tax problems under the related party rules. “Staying current” means cut the rent check 3-4 days
BEFORE end of month so that the check has time to clear on the other side by the 1st — in this manner, under both
accrual and cash accounting ... both parties will have the same amount in their books. We want to avoid late

payments or uncleared checks at month end for this item. .
Thanks PLAINTIFF'S

Andrea EXHIBIT

From: John Gandis [mailto:john @decotexilc.com])
Sent: Sunday, September 07, 2008 9:35 PM

May-Dec2008_to_John00000027
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_joy - additional CCC accounting items

To: 'Namaste Consulting’ . ,
Cc: kelseysnana' . o "
Subject: RE: Some questions that impact the CCC Books

From: Namaste Consuiting [mailto:namasteconsult@bellsouth.net]
Sent: Sunday, September 07, 2008 7:46 AM
To: 'John Gandis'
Cc: 'kelseysnana'
Subject: Some questlons that impact the CCC Books
John — there are several questions that impact the CCC books ~ if you wIlI answer wnh a REPLY ALL - then Joy and | )
will get answers at the same time.
First and probably most importantly — did you buy one large purchase of scrap matenals for $181,5007 [ notice that
this was included in the Cost of Goods sold as one large expense items. | am wondering if this was your inventory
stock and if we should have placed it on the balance sheet first (so there would items to sell)?
Yes - :
We purchase all of the scrap ﬁlm trom a company called Soliant. It should not have been a one time purchase of
$181k, but rather 10 loads around $18,000 each. We have sold almost all of this material, and currently have about
$30 to $40k worth in stock... we will continue to get a load of this material every week. This i |s the “2 mil clear” or “2 mil
 clear PET".
it would be nice get to the point where we assign an amount fo the inventory. We curréntly purchase this material for
.45 cents a pound. We sell it to different people. One guy pays 2.05 cents a pound, the other pays .50, the other pays
.58. Obvnously the margms are quite significant dependlng on the customer — unfortunately the guy that buys for $2. 05
doesn't need as much as | have.
lf that is so ... this is going to significantly change the profit picture of CCC.
Second - included in expénse is about $21K in repairs. To be a repair, a cost must keep the asset in it current state.
So If it was running, has a problem and you repair it to get it running again — that cost qualifies as a i'epair expense. If
- the asset was NOT running (at purchase) and you repair ti to get it running again — because the first state (not-
running) is not the same as the second state — the cost should be capitalized as a cost of “obtaining the equipment
and getting it into a state of readiness for use” So ... in theory — the equipment, any shipping to get to your plant, any
installation costs and any repais to get operational should ali be in the cost of the equipment.
1 think that part of the problem here was... and where | wasn't sure what to do was — the costs to get things going cost
more than the loan amounts that | had available. | thought of the 30 and 60 k as capital investments... after that money
was gone ~ | thought of everything eise as an éxpense. and fortunately since we have been making money, we have ‘
been able to afford it. '
if you bought a new equipment — you would have the equipment costs, the delivery, installation and testing costs all in
the cost of equipment and then ... if it broke down {ater — the cost to return the equipment to fully running would be a
repair expense. '
Third — There is only 3,750 rent expensse in the books That comes to $468.75 — is that Fair Market Rent or should
there be additional rent accrued on these books? You should charge a going rate ... and it should cover a portion of -
. the property tax expense you incur on the entire iot as any other land lord would do.
! ci:rrently charge CCC $750 / month for the rent. We don't always pay on time, but | think that | just paid up the last
two weeks. $750 a month is a good deal - | just didn’t want to put a burden on the place. Dave even asked me on
Friday if | was covering the building rent enough, so I should probably chargé more. 'l find-out what going rental is
and will go up. This hopefully will be a good stream of income that | can use to help pay Cliff back.
This is getting closer ... | sent to Joy some more clean up points —but if you answer these ... at her next run the only
items that should be left as possible “funky” is the inventory accounting. ’
Invéntory accounting is a huge issue for me... understanding it, and how to account and enter it into quickbooks it not
something that | could even begin to explain to Joy — fortunately she is much more farmiliar with the software than | am
* —s0 | hoping that you can help her get it all in there.
The variety of films that we sell are not that great...maybe 25 items. There is a yield in what we do—we reclalm as.
much of the scrap as we can and sell it off as scrap.. | have no idea how to account for that. Maybe ‘when we get to the
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joy - additional CCC accounting items

point od straightening out the inventory — we can have a conference call so | can better undsrstand.

When we take a job for instance that asks for film at a 1.75” width... we go out and buy wide film to get the 1.75” cuts —
so if | buy 20" master rolls and cut them up, | will get 11 cuts, and have a left over of .75". If | can seli the .75 — great,
most of the times | can not — so | save them for scrap value... pennies on the dollar... or | can save it as baled waste
and also sell it for pennies on the dollar. Best case scenario — | can take the .75" and get a .5” cut.out of it, and sell the
.5” at full value — 1 still have a .25 left over that | can get scrap value, and so on and so on. 1 could end up with a
mountain of .25 rolls in the warehouse that never find a home. Besides ~ the people that we sell to, do notwant 1 or
two rolls, they want a paliet's worth — 100 rolls, and it takes a long time to accumuiate this many.

1 didn't mean to get so long winded, but | am hoping that you have some good strategies for dealing with the inventory
so that | don’t end up with $100,000 in inventory at the end of the year, butthe value [s really scrap value of $25,000.
Thanks for all of your help, - :

John

PS — | already promised Joy that once she get’s all of this cleaned up, | will never make another entry into quick books
without her permission ). : :
Andrea -

****To ensure compliance with requirements imposed by the IRS, we inform you that an)} tax advice included in this
written or electronic communication is not intended or written to be used, and it cannot be used by the taxpayer, for the
purpose of avoiding any penalties that may be imposed on the taxpayer by any governmental taxing authority or
agencyxlttt !

This message (including any attachments) may contain confidential information intended for a specific individual and
purpose, and is protected by law. If you are not the intended recipient, you should delete this message. Any
disclosure, copying, or distribution of this message, or the taking of any action based on it, is strictly prohibited.
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From: Namaste Consulting <namasteconsult@bellsouth.net>

Sent: ’ * Wednesday, June 17, 2009 5:19 PM

To: ‘Dave Wilson' '

Ce: john@ccc-films.com

Subject: RE: Ahlstom West Caroliton and WEIFANG HONGRUN - few last questlons
Follow Up Flag: Follow up

Flag Status: Flagged

Thanks — this is all great information — would it be too much trouble to ask you to send me (any) old PO from West
Carollton from 2008 with this product (just circle the date so the bank won’t be confused). Similarly - if you purchased
from Hongrun in the past, send one of those PO's as well or their emails with the purchase terms detailed.

1 think this would be useful for our bank team to see the full picture.

Andrea

From: Dave Wilson [mailto:dave@ccc-films.com]

Sent: Wednesday, June 17, 2009 3:52 PM i

To: 'Namaste Consulting'

Cc: 'John Gandis'

Subject: RE: Ahistom West Carollton and WEIFANG HONGRUN - few last questions

| have purchased film from them in the past under letter of credit. 1am happy to have them confirm terms again in an
email. They would take cash in advance but this is not advisable since we have no recourse if they receive our money

-and fail to ship or ship the wrong product. Npt that | expect this to happen but it is a lot of money to gamble with. Letter
of Credit ensures that they ship the right product and right quantities and provide documentation to our bank before
funds are released. Prices quoted are not dependent on payment terms. Price may be negotiated if the volume is large,
which ours would be. They do not have a PO form or application. They simply communicate pricing, terms and
products offered via email. V'll have them send us a confirming email for the West Carroliton product so we have in
written form the price, terms, etc. The product we would buy is VMPET or VMBOPET.

[ have not certified FDA status in the past and West’ Carrollton does not require this to my knowledge. They may certify
their finished product as FDA approved but that is their own choice or requirement. Monthly requirement has been
communicated to me verbally while visiting the account in May. | supplied this product to West Carroliton in 2008 and
their requirement is unchanged with the exception of volume which is now stated at 160,000 Ibs (4 containers) per
month.

Once we receive a PO from West Carroliton or a confirming email from supplier, we will have something physical to add
to our “package.” In addition, | would suggest having West Carroliton sign supply agreement which spells out pricing,
terms, etc. |drafted something in 2008 when | was supplying them and they signed and faxed back to me.- | don t think
-they would be opposed to this.

Regards,
Dave Wilson

Carolina Custom Converting
864 238 5407
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From: Namaste Consulting [maifto:namasteconsult@bellsouth.net]

Sent: Wednesday, June 17, 2009 3:19 PM

To: 'Dave Wilson'

Cc: 'John Gandis'

Subject: Ahlstom West Carollton and WEIFANG HONGRUN - few last questlons

By “line” — | meant LETTER OF CREDIT (sorry).. I'd like to see you received from WHPM Ltd that is prompting this
request for the letter of credit ... did they send us an "Application” of some kind or does their P.O. form contain financing
options (presumable they accept cash in advance as well as this method). Finally — does their pricing change depending
on how you pay? Does it change depending on Volumes?

What are we'buying from WHPM, Ltd? VMBOPET VMCPP VMBOPP VMPE or VMPVC?

What has AWC, Inc. provided that details their needs? Do they take this (whichever film we are providing) and modify it to meet the
FDA rules? What do you know about that part of this deal?

Thanks,

Andrea

My fax is 770-819-6911 — please send what you have recelved from each of these companies .....so | can see the “fine
print” thanks

From: Dave Wilson [mailto:dave@ccc-films.com]
Sent: Wednesday, June 17, 2009 2:29 PM

To: 'Namaste Consulting'; ‘John Gandis'
Subject: RE: West Carolton

Hi Andrea,

West Carrollton Parchment (formerly) in West Carrollton, OH is now owned by Ahlstrom Corp, a Finland based paper
and nonwoven fabric manufacturer with sales of roughly 1.8 billion EUR. They have locations around the globe and
roughly 10 manufacturing plants in the US producing filtration media and nonwoven fabrics. Web site is
www.ahlstrom.com Ahlstrom acquired West Carrollton Parchment within the past 2 years. West Carroliton is one of
the oldest parchment paper manufacturers in the US and may be the only one left: Parchment paper differs from
normal paper in the way it is produced and has properties that offer grease barrier for food packaging. West Carroliton
also laminates films and foils to paper and has printing capabilities. One of their largest customers is the Sonic drive
through chain. They laminate paper to metallized polyester film (which we will supply) for Sonic restaurants to package
burgers and hot dogs.

Ahlstrom West Carroliton Inc.
1 South Elm Street

OH 45449

West Carroliton

USA

Tel. +1 937 859 3621

Contact — Cameron Lonergan

Regarding the supplier what do you mean by “line that they are requesting”?
WEIFANG HONGRUN PACKING MATERIALS LTD

No 3799 Zhongxin Rd,Economic Development Zone of ngzhou,Shandong .China
Tel:86-536-3295069 Fax:86-536-3295069

2
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Http://www.wfhrpm.com

let me know what else you need. They do not have an order form. Purchase orders are sent via email and
confirming paperwork sent via email.

Regards,
Dave Wilson

Carolina Custom Converting
864 238 5407

From: Namaste Consulting [mailto:namasteconsult@bellsouth.net]
Sent: Wednesday, June 17, 2009 1:54 PM

To: ‘John Gandis'; dave@ccc-films.com

Subject: RE West Carolton

| also need the information from the supplier that details the spemf cs about the Ime that they are requesting — whether it
be on a web site, order form, etc. — can you send copy of how they detail their requirements so | can put into our
“package” = Thanks .

For the company data — need legal name, correspondence addresses, phone numbers and contact person that we are
working with. If you know anything about West Carollton's history that would be useful. For example, since West
Carollton, Ohio is actually a city — is the company Ahlstrom West Carrollton, Inc. formerly West Carrollton

'Parchment Company - originally established in 1896?

S EIm St., West Carrollton. OH 45449-1732, United States
(937)859-3621, (937)859-7610 fax, http:/mwww.wcparchment.com

ALSO if this is the company — it appears that they have their produc’rs FDA approved for
contact with food - does this place particular requirements (or specuflcohons) on the raw
material film they are asking us to provide?

Thanks

Andrea

From: John Gandis [mailto:john@decotexlic.com]
Sent: Wednesday, June 17, 2009 11:05 AM

To: dave@ccc-films.com

Cc: Namaste Consulting

Subject: West Carolton

Hi Dave,

This is your reminder -

Please send Andrea all of the information on West Carrolton and our supplier out of China —
Company info — addresses, etc.

Thanks !
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From: Namaste Consulting [mailto:namasteconsult@bellsouth.net]
Sent: Monday, January 18, 2010 12:33 PM

To: dave@ccc-films.com; 'John Gandis'

Subject: CCC Plan for 2010

| thought | meeting was a great start for company planning. We seem to
have handled the Minova situation well — we came together as a group,
brainstormed and strategized, presented our company in a professional .
and ethical manner — and it seems to be working out.

In our meeting we identified several issues that we are facing in 2010,
including retaining Minova, completing the Blake Acquisition (i.e. contract
modification and final enhancements), completing Dave’s transition
towards full-time CCC, preparing our company for the economic
rebound/growth, and adding additional financial capabilities. | am working
on documenting our meeting and completing the forecast.

| need several bits of information from Dave that we discussed (I sent John
his email separately) — | am adding a couple of new items that came out in
our meeting:

1) Summary of the industry, product, etc. that you have given the
potential representatives

2) Listing of the 200+ leads you gave to Lizza

3) Answers to questions from Simon/Jim call related to PCH/CCT
(see my e-mail of January 5" with the questions)

4) Copies of the correspondence from John Tapp to EFS detailing the
distribution arrangement he was proposing. :

5) Updated notes related to A, B, and subpar status for inventory
items (based upon 10 page inventory listing provided on
Thursday)

| cleaned up the chart of accounts and many entries over the weekend — |
am still waiting to get the inventory tied out before | provide you guys with
new P&L data — we should have clean 2009 numbers by month’s end and
an updated budget for 2010 shortly thereafter. | am hoping we can come
up with a NEW cost figure for Dave as his add-on to help him with pricing .
s$O we can maintain our margins during 2010 (That is, | am going to give
him a figure that includes labor, freight, and other costs on a per-pound
basis).

Dave — we are working on tying out the Mitsubishi stuff and when that is

EXHIBIT
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done, | should be able to give you a monthly estimate (in pounds) based
on our history that you can use to finish off the monthly sales data. It may
take me another couple of weeks to get that all pulled together (as | am
prioritizing closing the books over summarizing the inventory) but we will
have it early enough in the year that we should be able to come up with a
monthly budget so we can compare actual to budget beginning in February .
(at least March). :

Also — | send a note to BofA over the weekend to begin discussions about
increasing our line of credit — this may help us out as we look at these
other business opportunities. We need to keep increasing this year each
year to beyond our needs so it is there when we hit a situation that
requires the extra capacity. | am going to implement a plant that tries to
get the line to $500,000 or more in the next two years.

If you guys see that | missed something, please let me know.
Andrea

***x*To ensure compliance with requirements imposed by the IRS, we inform
you that any tax advice included in this written or electronic communication
is not intended or written to be used, and it cannot be used by the taxpayer,
for the purpose of avoiding any penalties'that may be imposed on the
taxpayer by any governmental taxing authority or agency****x*

This message (including any attachments) may contain confidential
information intended for a specific individual and purpose, and is protected
by law. If you are not the intended recipient, you should delete this
message. Any disclosure, copying, or distribution of this message, or the
taking of any action based on it, is strictly prohibited.
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From: Namaste Consulting [mailto:namasteconsult@bellsouth.net]
Sent: Tuesday, June 29, 2010 1:45 PM

To: 'Dave Wilson'

Subject: RE: taxes

Dave —

It is my understanding that we are NOT doing quarterly tax distributions — but
rather each of us is responsible for the quarterly payments that keep us on “safe
basis” based on prior year tax liabilities (and a catch up distribution would come
in April when you file your extension if the income is larger). As you know, last
year we distributed cash equal to about 100% of the net income — so the
“quarterly tax” distributions were included in the monthly figures.

As you recall — we sent you $20K in April that should have covered your catch up
and your 1Q payment (presuming you had been paying your own quarterly
payments on safe basis from prior year) — Obviously the world is much more
complicated than that since you had two jobs and still had some wind-down
activity from Eastern Films that muddies your tax world in 2009.

If you need my help with determining your 2010 safe harbor payment — just send
me two figures from the draft of your 2009 Form 1040, lines 37 and line 60 and |
can send you back the figures (I need the line 37 amount as you may fall under
the 110% rule rather than the 100% of prior year rule depending on how much
gross income you report).

Also - | am checking with John — you are correct that the tax distributions are off
by $4,000 = but | also recall that there were some amounts on an expense report
that are supposed to claimed on your form 1040 rather than reimbursed by the
company. | don't recall if this was discovered after the check had been delivered
to you or not. | was checking to see if we needed to net those amounts or how
that stood so we could clean up all amounts at once.

| will get back to you once | have a final figure,

Andrea

From: Dave Wilson [mailto:dave@ccc-films.com]

Sent: Tuesday, June 29, 2010 12:55 PM B

To: 'Namaste Consulting' Ce: 'John Gandis' fe PLAINTIFFS |
, EXHIBIT

{: 22
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Subject: taxes
Hi Andrea,

Back in April, you or John told me that | would be getting another $S4000 in
June to bring our equity accounts up to balance. Please advise on this. Also,
are we doing quarterly distributions for taxes? | believe that John and | have
to pay quarterly estimated taxes since we are not w-2 employees.

Regards,
Dave Wilson

Carolina Custom Converting
864 238 5407
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From: Joy <joy@ccc-films.com>

Sent: ' Monday, March 07, 2011 10:24 AM

To: L *John Gandis'

Subject: RE: Cash ... what to do with it..
.Attachments: . image001jpg '

Just to clarify ..... I'm transferring 50K from CCC Savings to M-Tech LOC — correct?

But, the M-Tech to BOA is confusing..... is this 2" part sorhethingl can do?

Joy‘ -

From: John Gandis [mailto:john@ccc-films.com]
Sent: Friday, March 04, 2011 5:10 PM

To: 'Joy'

Subject: FW: Cash .... what to do with it...

| think that you can do this on. line.
Please give it a try and iet me know if you are able... if not - | will need to ask Sherry.

- John

From: Namaste Consulting [mailto:namasteconsult@bellsouth.net]
Sent: Friday, March 04, 2011 5:13PM
To: John Gandis

: Sub]ect Cash .... whatto do with it...

John —can you take the $$ in our money market account (for taxes) and go ahead and repay M-Tech $50K. (If we need
this $$ on Apnl 15" — we will just “borrow it back again”). :

Then have M-tech also repay BofA the same $50K.

What | want to do is to keep the cash balance relatively low ... so we don’t get a request around tax time to “distribute”
. any extra money.... instead ... it will have already been used to repay.debt. Which is a better use! .

Andrea

*¥EXTO ensure compliénce with requirements imposed by the IRS, we Inform you that any tax advice included in this written or
electronic communication Is not intended or written to be used, and it cannot be used by the taxpayer, for the purpose of avoiding
any penalties that may be imposed on the taxpayer by any governmental taxing authority or agency***** .

This message (including any attachments) may contain confidential information intended for a specific individual and purpose, and Is
protected by law. If you are not the intended recipient, you should delete this message. Any disclosure, copying, or dlstributlon of
this message, or the taking of any action based on it, is strictly prohibited.

CCC-Supp1_000123
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. john@decotexilc.com or john@ccc-films.com, inventory, namasteconsult@bellsouth.net,

scrap

OK ... I get the tax item — but | really thought that making a payment on

the line would make you feel BETTER (not worse).

Let me mention to another aiternative ... we borrow $$ from UNCLE SAM ....
That is .. we file our extensions on April 15th .. and if we don't have

enough $3 in the company, then everyone either pays out of their own

funds or ... they just borrow from Uncle Sam ... who will charge interest at

the 2-4% interest rate!

| have clients in the real estate world that do this all the time ... they

wait until their tax return is filed to pay their taxes and that way

they don’t give Uncle Sam one bloody penny more than they have to early...
Woe always have that as an option. it might be ok to do ...after all, if

Dave has large EFS losses that are eating up is tax bill - then he

doesn't NEED the $% to go to Uncle Sam and we could leave it in the
business and you could borrow your $$ from the M-tech Line (which we

just paid down).

If you think $$ may not appear in the business untit June .. they we

just extend in April ... pay nothing then and then when the money comes in
June we send it in then.

The IRS will gladly lend you the money during 2010 ... they won't start to
send ugly letters until about 60 days after your retum is filed (which

" PLAINTIFF'S
EXHIBIT
24

2011-12_to_John00000055
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Funding the tax bill

could be as late as October 15th)....

From: John Gandis [maiito:john@cce-films.com]

Sent: Monday, March 07, 2011 3:51 PM

To: 'Namaste Consulting'

Subject: RE: Visit in March...

What'’s bothering me... J

We've issued too many credits.

Pending tax liability.

Taking cash out... paying down the DecoTex line.

| would feel better it we had our credit line set up... just worried about
cash flow. Example - We just ordered a boat load of film from 3M for a
Demco job. We were 2 days late on an invoice and they were going to
hold our order. { am afraid that cash flow challenges will effect our
existing business and growth opportunities.

Plus... | am Greek. We worry about everything !

- Me

From: Namaste Consulting [mailto:namasteconsuit@bellsouth.net]
Sent: Monday, March 07, 2011 3:28 PM

To: 'John Gandis’

Subject: RE: Visit in March...

JOHN ....First, Kimberly started on February 1st ... so she has completed
just over 4 weeks! I'd like to keep Kimberly here until we hire the 2nd
real person — she has been splitting the job with Joy already ... which (|
hope) means that we have been keeping up. That is part of what | want
to test while | am up there ... are the two of them actually keeping up.

I know you think that she has just been doing catch up work ... but she
has been keeping the dam from overflowing while she was here. She does
the filing, the coding, entering invoices, etc. That office is already

a 2.5 person area and we are still just at 2.0. | really don't want it

going back to 1.0 FTE for any period.

I am trying to keep the find-the-permanent-person process moving along.
| have been through all the resumes and while there are some OK
prospects, | thought | would give everyone a chance to sell themselves.
This weekend | sent out 17 letters (actually 15 this weekend and two
today to the new resumes that Joy forwards this mormning).

In this letter | provide the candidate with the full job description and

ask each candidate to send me more information (either in a updated
resume or a detailed cover letter) about how their skills match with

that description. 1 also suggest that if they have inventory,
manutfacturing or other pertinent experience, this is the time to bring

it out. (I am cheating and turning part of the phone interview into a
written process). | am hoping that this will iet me narrow the

candidates for actual interviews down to about 5 or so.

| need to know what is really bothering you about the cash ... because a
part time worker (who is doing a job that we really should have in our
budget) is not what has got you nervous. Is it the tax bill? The

repair? Do we need to figure out where our cycles fall so we can do
some cyclical-business-cash-reserve planning? Our sales this year are
more than DOUBLE what they were at this point ast year and our net
income for the first few months of this year is over $300K. We have

2011-12_to_John00000055
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Funding the tax bill

more money in the bank now than we did then. Tell me what itis that is
really got you nervous.

| said 16-18 because you had said that you had a conflict on one of
those days and | am trying to line up with your schedule.

Just to manage expectations, | don’t know that | will have all the
physical inventory tied out before we meet ... so if we could meet on the
other stuff - price lists, margin planning, FOB terms, and the other
policy matters that | sent to you guys in the email last week. | would
also like to talk about that sales forecast so we can put those budgeted
pounds into the system.

It you have other things that you would like to add to the list, just

let me know,

Andrea

From: John Gandis [mailto:john@ccc-films.com]

Sent: Monday, March 07, 2011 2:03 PM

To: 'Namaste Consulting’

Subject: RE: Visit in March...

1"l double check the computer. To my knowledge — it's all working ok...
but | will double check.

File cabinets will be here tomorrow.

This is Kimberly’s week 6. How much longer do you anticipate needing
her ? ’ -

The add ran in the paper Wed and Sunday. The add is listed on Monster
for 30 days. The paper lady said that in their foltow up’s they have
discovered that more of the job placements have been made through the on
line adds than the news paper.

My concern being is that our business is off vs what was happening last
year — June thru December. Hard to say what is happening. Domestics
are going up in price, imports are dropping price... and we are much more
reluctant to play the “scrap™ game this year.

... ljust don't want to over extend. I've made some minor cut’s in
-production and the whse - but nothing that hurts. | just don’t want to
hold onto someone at $23 an hour if we don't need it. She seems to be
doing a lot with receipts and American Express ? Is this something that

I could get a lackey (Denise) to do ?

I'm not busting your chops — just a little sensitive on money right now.
We've spent a lot these past months on capital with a dropping sales
volume. This happened last year and it wasn't until spring / summer

that things really opened up again.

When you come up — are we going to have a meeting me, you and Dave 7 or
is this strictly for closing out 2010 ?

-JG

From: Namaste Consuiting [mailto:namasteconsult@belisouth.net]
Sent: Monday, March 07, 2011 11:22 AM

To: 'Kimberly Cook’; Joy Whitten

Cc: John Gandis

Subject: Visit in March...

Ladies — wanted you to be aware that | am planning on coming up for a
day (maybe two) in the March 16-18 time period and at that time, | want
to go over the year end information and “close out” the prior year ...

2011-12_to_John00000055
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Funding the tax biil

Towards that end, please focus your attention on wrapping up any loose
items on the year end check list that | sent to you and making certain
that the records are up to date ..

Denise is ordering file cabinets, so we should be abie to do the
archiving in that time period. Joy — if we don't have small labels

{e.g. return address labels or small file labels) in stock , please get

them ordered so we can use these to export Customer and Vendor names
from QB and use the mail merge functionality to create the new files
labels. .
As we prepare for my visit .. please be gathering up any open questions
you guys might have ... If you want you can mail them to me (in buik
please) in advance and | will see what | can answer betore | get up
there ...versus holding some that may make more sense for us to be
together.

Andrea

(PS - John — want to make certain that the third computer up there is
linked to the server so | will be able to work while | am there .. not
certain what Eric did for the computer that is normally used by Denise

I I K

****To ensure compliance with requirements imposed by the IRS, we inform
you that any tax advice included in this written or electronic
communication is not intended or written to be used, and it cannot be
used by the taxpayer, for the purpose of avoiding any penalties that may
be imposed on the taxpayer by any govemmental taxing authority or
agency™™™ .

This message (including any attachments) may contain confidential
information intended for a specific individual and purpose, and is
protected by law. If you are not the intended recipient, you should

delete this message. Any disclosure, copying, or distribution of this
message, or the taking of any action based on it, is strictly

prohibited.

Description: VistaPrint e-Card
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Various administration things ...

Vari ministration thinas. .
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Subject: - Various administration things ...
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Rather than let Kayla call Greenvilie - | contacted Bill to get the name
of the software ...(see the email chain below) ... the more we act like
nothing special is going on ... the less likely they are to think that
something unusual is going on ... The same stuff that protects the
business ALSO helps protect the other goals...

When we add the customer portal to the web site later this year ... that
will also be something "ordinary” —

| come at this a bit differently than Dave ... | say — you are the
PRESIDENT and you make the decisions about everything other than the
sales area ... and ... you even have veto rights in the sales area ...
That is not the same as you and dave and | meet about everything and
then ... majority wins. That is the rule for partnership administration
matters (like distributing tax distributions) ... but not for running a
business.

ALSO - when | was cleaning up the drive | found your first memo about
‘'your partnership with Dave ... it said that you guys were 51/49 (rather
than 50.50) ... did you change to 50/50 at some point or have | been
making an error and you should still be 51/497"

Andrea

From: Namaste Consulting [mailto:namasteconsult@bellsouth.net]
Sent: Wednesday, March 09, 2011 4:52 PM

2011-12_to_John(00000066
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Various administration things ...

To: 'Bill Shaw' . .
Subject: RE: IT coming to greenville///next week.
It won’t be until next week — they have to order the back up drives for
you guys and they said it would be three business days before they
arrived.
Obviously 1 want to make certain you are there so you can show them what
you want on that “new” laptop you got from Dave ... As soon as | hear — |
will let you know.

. Andrea
From: Bill Shaw [mailto:custservice@ccc-films.com]
Sent: Wednesday, March 09, 2011 4:47 PM
To: 'Namaste Consulting'
Subject: RE: IT coming to greenville///
Hi Andrea,
The Purchasing software we are using is a free edition of inflow
Inventory that Dave downloaded off of the internet J. No CD back up.
BTW...when are they scheduled to be in Greenville. | am going to have to
leave early either tomorrow or most likely Friday.

" Bill Shaw
Customer Service Manager
Carolina Custom Converting
864 225 3410 x202
From: Namaste Consulting [mailto:namasteconsult@bellsouth.nef]
Sent: Wednesday, March 09, 2011 4:36 PM
To: Bill Shaw )
Subject: IT coming to greenville///
Bill - we are working on scheduling the IT guys to come to Greenville to
get all the backup and security stuff in place for you guys, they should
also be able to clean up that laptop like you requested. They are going
to set your computers up so your work gets to the server automatically
and easily... .
| asked them to put a copy of the software that you use to generate POs
on the server so that anyone could access and see this stuff (or even
use it if necessary). They asked to verify with you (a) the name of the
software and (b) that the CD/disk, etc. is there so they could make the
copy to the server ...
Can you give me that information so | can put it into the work order
properly,
Thanks
Andrea :
****To ensure compliance with requirements imposed by the IRS, we inform
you that any tax advice included in this written or electronic
communication is not intended or written to be used, and it cannot be
used by the taxpayer, for the purpose of avoiding any penalties that may
be imposed on the taxpayer by any governmental taxing authority or
agency"'*"
This message (including any attachments) may contain confidential
information intended for a specific individual and purpose, and is
protected by law. If you are not the intended recipient, you should
delete this message. Any disclosure, copying, or distribution of this
message, or the taking of any action based on it, is strictly

2011-12_to_John00000066
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Rather than let Kayla call Greenville - | contacted Bill to get the name
of the software ...(see the email chain below) ... the more we act like
nothing special is going on ... the less likely they are to think that
something unusual is going on ... The same stuff that protects the
business ALSO helps protect the other goals... .

When we add the customer portal to the web site iater this year ... that
wilt also be something “ordinary” —

| come at this a bit differently than Dave ... | say — you are the
PRESIDENT and you make the decisions about everything other than the
sales area ... and ... you even have veto rights in the sales area ...
That is not the same as you and dave and | meet about everything and
then ... majority wins. That is the rule for pértnership administration
matters (like distributing tax distributions) ... but not for running a

business.

ALSO --- when | was cleaning up the drive 1 found your first memo about
your partnership with Dave ... it said that you guys were 51/49 {rather
than 50.50) ... did you change to 50/50 at some point or have | been
making an error and you should stiil be 51/49?

Andrea

From: Namaste Consulting [mailto:namasteconsuit@belisouth.net]
Sent: Wednesday, March 09, 2011 4:52 PM
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Various administration things ...

To: 'Bill Shaw' )
Subject: RE: IT coming to greenville///next week.
It won't be until next week — they have to order the back up drives for
you guys and they said it would be three business days before they
arrived.
Obviously | want to make certain you are there so you can show them what
you want on that “new” laptop you got from Dave ... As soon as | hear — |
will let you know.
Andrea ‘
From: Bill Shaw [mailto:custservice@ccc-films.com]
Sent: Wednesday, March 09, 2011 4:47 PM
To: 'Namaste Consulting'
Subject: RE: IT coming to greenville///
Hi Andrea, .
The Purchasing software we are using is a free edition of inflow
Inventory that Dave downloaded off of the internet J. No CD back up.
BTW...when are they scheduled to be in Gresnville. | am going to have to
leave early either tomorrow or most likely Friday.
Bill Shaw
Customer Service Manager
Carolina Custom Converting
864 225 3410 x202
From: Namaste Consuiting [mailto:namasteconsuit@bellsouth.net]
Sent: Wednesday, March 09, 2011 4:36 PM
To: Bill Shaw
Subject: IT coming to greenville///
Bill - we are working on scheduling the IT guys to come to Greenville to .
get all the backup and security stuff in place tor you guys, they should
also be able to clean up that laptop like you requested. They are going
to set your computers up so your work gets to the server automatically
and easily...
1 asked them to put a copy of the software that you use to generate POs
on the server so that anyone could access and see this stuff (or even
use it if necessary). They asked to verify with you (a) the name of the
software and (b) that the CD/disk, etc. is there so they could make the
copy to the server ...
Can you give me that information so | can put it into the work order
properly,
Thanks
Andrea
****To ensure compliance with requirements imposed by the IRS, we inform
you that any tax advice included in this written or electronic
communication is not intended or written to be used, and it cannot be
used by the taxpayer, for the purposse of avoiding any penalties that may
be imposed on the taxpayer by any governmental taxing authority or
agency™™™”
This message (including any attachments) may contain confidential
information intended for a specific individual and purpose, and Is
protected by law. If you are not the intended recipient, you should
- delete this message. Any disclosure, copying, or distribution of this
message, or the taking of any action based on i, is strictly
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prohibited. N
Description: VistaPrint e-Card '
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Email changes ... alternative #2...
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John ~OK ... now that Eric has informed us that using them as our email
provider does NOT get at the outgoing emails — without a 3rd party
company — let’s consider altemnative #2.

You go to our CURRENT email provider and ask them to add the
main@ccc-films.com address and see If they have the ability to set us up
so that all incoming AND OUTGOING emails have a copy sent to a new
Main@ccc-films.com address. '

They may also say they can get the incoming, but not the outgoing. In
which case ask them if they can coordinate with a cloud-based backup
solutions such as Mozy'’s to get the outgoing mail. (Mozy's is about
$3.95 per user plus $.50 per gigabyte per month) to back up the Outlook
database files. This approach seems to be what Eric was offering ...
which a tiny mark-up).

Lastly - Find out if under our current service agreement, they

currently “mirror and back up” individual employees Outlook mail in the
cloud. iF that is the case — that means they are prepared that if our
computers all crashed — they could give us the replication of our
emails... THEN ... find out from them how the “mirror and back up” works and
how do we get access to the mirror or to the back-up? .

| don't think you will need to explain why you want the access.... You
really don't need to ... as the business owner — you have the right to see
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Emall changes ... altemative #2...

all the emails, even the internet postings, to ensure that our employees
are not sharing confidential data, sexually harassing one another or
posting negative comments about our competitors on the internet that
could lead to the company being sued. Most companies have a policy
that says “we can read it all if you do it on our computers.” - We are
just now finally implementing the IT assets that would actually allow
you to do just that.

Andrea

****To ensure compliance with requiremsents imposed by the IRS, we inform
you that any tax advice included in this written or electronic
communication is not intended or written to be used, and It cannot be
used by the taxpayer, for the purpose of avoiding any penalties that may
be imposed on the taxpayer by any governmental taxing authority or
agency™***

This message (including any attachments) may contain confidential
information intended for a specific individual and purpose, and is
protected by law. If you are not the intended recipient, you should
delete this message. Any disclosure, copying, or distribution of this
message, or the taking of any action based on it, is strictly

prohibited.

Description: VistaPrint e-Card
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scrap

First - it does and doesn't surprise me that you don’t see the scope of
the accounting work that is involved in a company that makes 1,000s of
transactions a year and that has adopted, as its business strategy, to

cut no two deals alike!

Second — because you still are not getting decent management reports. -
you don't see how the department does anything more than cut the checks
you need, run to the bank and ... buy paper on the way home (really? Free
delivery for office supplies is not available in SC?).

Third — the primary thing we have been missing is a proper month end
close ... while it is ok that some things may lag from day to a day ... good
accounting has everyone buckle down at month end and make certain that
the month .. in aggregate ... is a good refiection of the TOTAL activities

from that month.

Last ~ this paper question is really questioning ... JOY'S JUDGMENT....
[ don't know that Joy would have felt comfortable telling you how she

came to this decision .

the whole plant!

While you are bothered by the fact that someone was out of the office
for an hour - $20 plus lost productivity (I get it), | am shocked that
Joy would presume/assume that she has the right to delegate work to

.. or how she managed to run out of supplies in her
own department when it is her job (I assume) to requisition supplies for
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someone outside of our department in light of the number of times |

have had specific conversations on this point about the impact to a work
day when interruptions come into our area. | don’t know why she would
show such disregard to someone else's department or Ms. Hood's work
schedule .... particularly when | cannot imagine that there was not

enough extra paper tucked somewhere else in the office building that
could have been borrowed for one day.

As to your second point — | was already planning on bringing you the job
descriptions for the various people in that department. In part so you
could see the responsibilities that tend to reside at different levels

and .. in part ... so you could see how each person fits with each
description. You cannot just ask Joy to do something that is beyond

her level ... you have to hire that person . | have two of these

descriptions done and am working on the third (as it will actually be

the basis of my phone interviews ensuring { talk about these key areas
that are to be ADDED to the department). | have a very clear
understanding of the positions and the DIFFERENT roles each one plays
and agree it is important for you to see these roles as well.

If you are itching to fire someone ... go ahead.. but FIRE JOY after | get
a seasoned accountant in that office. HOWEVER - if we are going to bea
one person office then | want that person to be someone that grew up in
the accounting area and is proficient in all the new office tools and
technology ...and ... | want the right to hire someone else as soon as that
person confirms to me that they are starting to have to work overtime to
keep caught up — so we don't go back the days were a little bit of
everything was being done monthiy and ... since, no one was asking about
the paper file, a lot was never being done.

If you want to track what Joy and Kimberly are doing ... then let's buy
software that sits on their computers and logs what they are doing in

the day (I have this software on my own computer!). We could then look
at each computer and you would be able to telt how much time they are in
QB, on the internet, in Excel ... and it will tell you the name of the

project that they are working on. It measures whatever program is
ACTIVE (not just what is open on the computer) ... if there are no
keystroke — it logs that as idle time and ... that seems to be what you

are asking.

| do know that during this month — this has taken place

(a) Aimost a YEAR'S worth of credit card bills with their receipts

were organized and filed. ’

(b) several MONTH'S of back filing was caught up.

(c) Missing paperwork related to inventory has been tracked down and
replaced and purchases and cash outiays were finally properly reflected
in the books

(d) The backlog of un-entered CREDIT MEMOS is currently being put into
QB (apparently some have not been entered since last November!)

(e) Most of my open year-end questions have been completed (I am going
to be checking the impact on the books when | am there).

{f) The tone in that office seems to be more upbeat and Joy laughs
regularly on the phone! '

Until { get up there to look at the office — | won't be able to verify

this ... but | hope to find ’
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(a) All payables are entered in the system during the week they
arrive
(b) All invoices are not only sent to the customer, but have been
filed in the system

" (c) All receipts are not.only timely reflected in the cash balance,
but the paperwork has been filed {(which creates a good chronological
folder). ’
() Invoices for inventory purchases are being verified against the
back up data () have already had some calis about discrepancies found in
our office even AFTER the other check in).
(e) The filing is caught up (fingers crossed).
() The filing cabinets have arrived and the 2010 records are being
archived : :
(g) Their desks hopefully are not chaos and distinct projects are
recognizable. '
I am going to recommend AGAINST your idea to sit and “interview" each
woman as to how they are spending their days... | am trying to build up a
_team that is measured by their PERFORMANCE ... Right now the performance
in that office is weak ... month after month... deadlines missed regularly,
information entered without a clear understanding of the facts,
arbitrary data used when facts are missing (thereby corrupting the
integrity of the data). :
Here is the performance | am targeting:
| expect to get that office where information is being received timely,
verified timely, and entered into QB in a standard/consistent and
ACCURATE basis.
| want customer billings added to the priority ~— statements prepared
monthly, follow-up calls to customer and each month end .. a report
showing me the receivable status — with notations about anything
important.
1 want customer credit limits monitored against new orders so the sales
team can ensure that we are not overexposed with any new orders ...
! want to get the PURCHASE and inventory verification back into the
accounting office ... where it belongs ... which would free up time for Bill
to do customer service work (ahd ... presumably help with “internal sales”
function ... which would free up Dave to go and grow our business.
| want to get stronger cash management into place ... (and a consistent
tax reserve account). in the past, these efforts have been undermined
because we would discover (1) receivables were wrong (Current customer .
issue, missing credits, the invoice didn't reflect the accurate SHIP
date or the accurate DUE date or for some other reason the bill wasn't
due yet), (2) payables were entered in the system in a manner that did
not reflect how we REALLY planned to pay those bills, and (the biggee)
(3) other commitments had been made (POs) or were underway that created
a more pressing need for that cash. We can fix all three of those!
i would like to get the inventory reconciliation to include a cycle time
count process implemented ... so that our inventory could be verified
through-out the year and remove these wild swings at year end .. and the
rush to disposé of bad inventory for tax reasons ... (this is something |
would have managed by the new accountant).
I would like to get the maintenance of the inventory database out of the
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production floor and up to accounting .. so that accounting is receiving
the PURCHASE order data — preparing the sign-in sheets with rolls
numbers based on the order ... verifying weight and dollars (leaving Bill
to just verify the technical chemical information). This would aiso

" have us assign PROPER costs to the inventory based on what film really
costs us (adjusted for “scrap” forced upon us in a delivery) AND ... would
let accounting maintain, update and circulate a COST sheet — so Dave
will have the most update information as he makes his pricing decisions.
Accounting can deliver simplified spreadsheets to production and a
weekly sheet to sales —- fashioned for each one's particular use ...
| would like to get the price lists into the accounting office, so we
can inform management of deals outside of “norms" and we can also help
Dave by producing an inside and outside Price list ... so that the prices
for the REPS to “hide” their commissions {(and effectively have them
selling on a net basis at the same prices that Dave is selling — to even
out inside and outsides sales). Obviously Dave would still have ability
cut deal by deal adjustments.
| would like to get the monthly activity closed each month and financial
statements circulated. As part of this process, | have a list of
backup/supporting schedules that would be prepared monthly to give me
confidence in those numbers (and let me know where our weaknesses are so
they don't build untit year end). In this process ... | see a highly
detailed package and then we deliver to you a summary package.
The accounting department needs the RIGHT SKILL SET and the RIGHT HEAD
COUNT. Based on our current level (no growth) - | think it's a two
person department ... or two people plus Joy (2.5). | want to get Joy
back onto M-Tech (very little - but needs to be done monthly and to
have the LOC accounted for monthly), Decotex (| see this being about a
day to 1 %2 days each week — if she took the weekly Spartech reports and
entered the information into Excel and then forwarded to Denise for her
to take care of the “insides sales/customer service" component. PLUS a
couple of days each month to keep the accounting up to date. | also see
Joy doing the most BASIC of accounting functions for CCC (including
cutting checks) while the unidentified person does Billing, Statements,
Credit, Reconciliations, and while Kimberly does the buy side inventory
work.
There is a lot to start noodling over in advance so you can add to (or
subfract from) this when we meet.
Andrea
From: John Gandis [mailto:;john@ccc-films.com)
Sent: Monday, March 14, 2011 10:59 PM
To: ‘Namaste Consuiting’
Subject: FW: re paper
| gave Joy a hard time for sending my sample lady out to fetch a ream of
paper for Kimberly. Took over an hour... | gave Joy a hard time asking
her - | asked what was so important that we had to send someone out to
have the paper today ? Typically we pick these things up on our way
home for the next day.
It's times like this that | am struggling to understand - what do | need
an accountant for...? stuff like this does not give me much confidence in
what we are doing. When you are here — | would really like to sit with
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you and Joy — and then you and Kimberly... understand what 2.5 positions
in accounting that we need to fill.

What would fall by the wayside if Joy or Kimberly were out sick for a
month ? | don't know what they are doing — so it is hard for me to

gauge if they are being efficient.

I am not whining — | just want to understand what we are getting for our
money. -

- John

From: info@cce-films.com [mailto:info@ccc-films.com]

Sent: Monday, March '14, 2011 2:48 PM

To: john@cce-films.com -

Subject: re paper

Kimberly needed the paper for the credit memo spreadsheet she is trying
to finish for Andrea before she gets here — she has to get some input
from Bill beforehand — reason for rush.

She was going to run out and get it, but | didn't want to give her the
American Express card — plus Senena’s pay is roughly half what this temp
service is charging per hour. (hard to explain all that when she hears
everything | say) ’

1t won't happen again!

Joy
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You wrote: There are so few accounting entries associated with DecoTex

— | just assume that Denise do all of this stuff.

Assume or PREFER? | have been talking about having Denise take over 90%

of what you and nothing of Joys, and you are talking about 100% of what

Joy does, plus ?? of what you did. It seems we have visualized two

opposite scenarios.

| was trying to keep Denise as part time since you said that was PRIMARY

goal of yours.

When | spoke with Denise about taking a role in Decotex, | obviously

presented it as one where she would still have Joy helping out so she

could learn the industry and begin to focus on existing and potential

customers.

| agree that the accounting is light .. But since the Spartech

information comes in EMAIL ... and needs to be converted from Spartech
- form into Decotex Form, | thought it would be good for Joy to continue

to do this — WITHOUT the paper trail at the office ... once we took some

of the CCC burden off her.

The only reason | stopped Joy from doing this before was that she was

significantly behind in CCC work and since Decotex is cash basis — the

BOOKS could survive on what Denise did in her absence.

It could go either way ... but something will have to give — the part time

nature, the potential customer attention, something...
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Andrea

From: John Gandis {mailto;john@ccc-films.com]

Sent: Tuesday, March 15, 2011 6:03 PM

To: 'Namaste Consuiting'

Subject: RE: ip

If she has a question on how Joy may have entered something... she can
always ask her. | have taken all of the files to the house... and now |
won't have to worry about anyone mixing things up.

- John

From: Namaste Consulting [mailto:namasteconsult@belisouth.net]
Sent: Tuesday, March 15, 2011 2:02 PM

To: 'John Gandis'

Cc: Eric Gurley

Subject: RE: ip

Yes ... [ gotin ... had forgotten the password .. who knew this was the one
time the OLD one still was in play! Anyway .. logged in this am to make
certain it worked (spoke to Denise to get the password).

Now we just need to (1) get this link added also to Joy's desktop and
(2) make certain it doesn’t change ovemight ..

Andrea

From: John Gandis [mailto:john@ccc-films.com}

Sent: Tuesday, March 15, 2011 1:44 PM

To: ‘Namaste Consulting'

Subject: FW: ip

Have you tried this one ?

-John

* From: Eric Gurley [maiito:eric@cyb-solutions.com}
Sent: Tuesday, March 15, 2011 9:51 AM
To: 'John Gandis’; 'Namaste Consulting’
Subject: RE: ip
Ok. Andrea will need to edit her icon to connect. The ip is now
68.159.100.98.
Hopefully this is the static one.
Also your dsl still seems slow to me. We may want fo contact att and
have them find out why. They will want someone to call while they are
onsite. Do you want to do this or do you want me to schedule somsone to
do this?
From: John Gandis [mailto:john@ccc-films.com]
Sent: Tuesday, March 15, 2011 9:33 AM
To: 'Eric Gurley'
Subject: RE: ip
She’s available now.
864-270-1749
-JG

From: Eric Gurley [mailto:eric@cyb-solutions.com]
Sent: Tuesday, March 15, 2011 9:38 AM

To: 'John Gandis'

Subject: RE: ip

2011-12_to_John00000085

1031



RE:Decotex

Can | calt her now?

From: John Gandis [mailto:;john@cce-tilms.com]
Sent: Tuesday, March 15, 2011 9:28 AM

To: 'Namaste Consulting’

Cc: 'Denise Gandis'; 'Eric Gurley'

Subject: FW: ip

Ok —

IP address is: 75.216.59.154

What do we need to do on our end ? Denise is at home and can straighten
things out in the home office.

-John

From: Eric Gurley [mailto:eric@cyb-solutions.com)
Sent: Tuesday, March 15, 2011 9:26 AM
To: john@cce-films.com
Subject: RE: ip
| gave them john@ccc-films.com
It may be set already...she said it should take place by midnight. Goto
ipchicken.com and give Andrea the new ip: We will know soon if it
changes or not.
From: john@ccc-films.com [mailto:;john@ccc-films.com]
Sent: Tuesday, March 15, 2011 7:35 AM
To: Eric Gurley
Subject: Re: ip
Got internet back this morning... But have not received an e-mail...
Would they send it to the bellsouth e-mail address ?
-JG
' Sent from my Verizon Wireless BlackBerry

From: john@ccc-films.com : \
Date: Tue, 15 Mar 2011 02:14:55 +0000

To: Eric Gurley<eric@cyb-solutions.com>

ReplyTo: john@cce-films.com

Subject: Re: ip

I haven't gotten an e-mail... And now we don't have internet access on
any machine.

-JG

Sent from my Verizon Wireless BlackBerry

From: "Eric Gurley" <eric@cyb-solutions.com>

Date: Mon, 14 Mar 2011 17:45:53 -0400

To: ‘John Gandis'<john@ccc-films.com>

Subject: ip

They should be sending this in a few hours. After receiving the email
you should power your dsi modem off and back on.

Please forward this to me.
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Andrea_to_John_2011-12

CCC, From namasteconsult@belisouth.net, Gandis, M-Tech, Round 3B, To
john@decotexlic.com or john@ccc-films.com, namasteconsult@bellsouth.net

You wrote: “If | wei‘e running M-Tech like it were its own separate
entity — | would be making very different decisions about the property.”

"inception - so that our deal was actually a deferred rent payment.

THAT Is exactly what | mean about keeping items at arm’s length!

The IRS reviews related party lease transactions MORE CAREFULLY than
unrelated leases. in an IRS examination, they will review related

party activities to see if they can find hidden dividends or hidden

salary payments. They like the second one because, in addition to

income taxes, they can assess Social security and Medicare taxes and
impose payroll penalties. If they go the hidden dividend route, that

makes the expense non-deductible. So that is the risk w2 are trying to
manage.

You seem to have forgotten that | FORCED YOU to raise the rent for CCC.
)

At the time | thought you were cutting CCC a deal that was unfair to you
and while [ understood that CCC didn't have the cash to actually pay the
rent — we made a retro-actively catch up on the lease payments back to

At that time, | thought we set a rate that reflected market ... but |

didn't verify that rate.

Our deal was that CCC pays all the operating expenses, the taxes on the
property and, | believe, we also insure the property. That means the
$2,500 is pure profit for M-Tech — who's only obligation is to maintain
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the assets for ordinary wear and tear. . If we should increase the

rent this year, let's talk about adding a slight increase (and catching

up back to January), maybe we should just set an annual escalation, so
we already know what the rate would be for 2012.

The IRS will not have an issue with the air conditioner and the new
office space being paid for by CCC ... because they are directly
benefiting the business operations we run inside the plant. We could do
the same activity across the street (add AC or office space) at the
Shriver property, so long as he approved the additions, since most
tandlords allow tenants to make additions that add value to their own
property so long as they are allowed to “approve” the permanent
additions in advance.

| am asking you, however to be mindful of expenses that are really
property maintenance as those items should be responsibility of the
property owner. If we pay those, it could bring the whole relationship
under review; | don't know whether any maintenance expenses have been
incurred. | am just saying — Keep an eye out since you are the one

with the greatest tax risk on this point. And the cost on audit could

be greater than the cash flow benefit at M-Tech.
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Andrea_to_John_2011-12

CCC, From namasteconsuit@belisouth.net, Gandis, Round 3B, To john@decotexlic.com or
john@ccc-films.com, namasteconsult@belisouth.net

Actually — | am fine with meeting with him alone.

| want to make certain that he and | get to have a detailed

conversations about the risks of starting up a business (which you and i
already did) and to suggest to him that the current cash flow situation
may be as good as it gets for several more years. He keeps wishing

that cash would fall from the sky ... but we have to BUILD the business to
support the additional cash. V

Upon reflection, your absence may give him the opportunity to share with
me his concerns about cash flow resuits that he hasn't yst been able to
express to you. OR rather, that he merely chooses to say to you, why

are we not taking the risk of borrowing to fund our lifestyles?

| plan to explain to him that the role of an owner (éven in an LLC)
involves financing his business, mostly through deferred compensatioh.
That an owner's eye is on the upside. BUT .... He nesds to also be honest
about the risk ~ this business could be at its plateau, this business

could 5-10 years to generate high levels of owner salaries.

1 would.then propose to him that his actions (e.g. loans from company)
seems to indicate that he would really rather be in a structure where he
receives a good monthly salary and he earns a regular bonus. This
alternative structure gives him (a) more cash now and (b) preserves some
of his participation the financiai results. It also means that he would
convert to a situation where he his tax obligation that matches his cash

"“PLAINTIFF'S
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flow situation. | want him to understand this is EITHER/ OR not add to
his current deal. | am not proposing to increase his current cash and
leave his ownership unadjusted. (| am nervous because last time we
agreed to add a loan ... he accepted but then immediately demanded a
HIGHER amount than he had been offered. | don't want to open that
opportunity up again).

I will suggest to him that the bonus component would be a tiered
structure with multiple bonus rates - all based up margins. So there is
no issue about margins, we would define margins as

1) Sales price less commissions (i.e. net sales price) less

2) Cost of film plus freight (in and out), duties, or other costs

directly tied to acquiring or delivering the goods fo the customer.

For purposes of the bonus, the measured margin would not include
storage costs, finance costs, nor production costs. HOWEVER, he will
feel the burden of those items in the tiered structure. Specifically we
would provide that if film is sold with a de minimus margin, zero is the
bonus rate. If film is sold at the bottom of the price list range — a

low bonus rate and when film is sold at the top of the price list range

... then the maximum bonus rate applies.

Now we are paying Dave to make a market and to find the customers with
the highest margins! That is what your dad and Tom did ... they played
around with product mix so as to keep.

1 will explain to him that this is just an option for him to consider

and if it turns out that this structure is better for him and for his

family, then we could move forward on it before April 15th. If you are

not there — it will prevent the risk of him putting you on the spot to

give him immediate feedback — when he really needs to spend a bit of
time looking at his heart and deciding if he really wants to be an owner
or ... it he really wants a great jcb.

NOW.. | suspect he is going to like more cash now ... but we would need to
clarify what he does versus what other people do. Unlike Bucks and Kurt
who are only paid on their own sales, Dave would be paid on all sales
(but could be paid no bonus if the margins are too low). We want the
payment to creating a situation where (1) he is motivated to push the
market because he realizes that selling film at higher margin gives him
a higher pay out, (2) he helps to create an insides sates team ... because
when he eliminates the outside commission, it pushes up the gross margin
and he can get a higher commission rate, (3) he is not threatened by the
addition of additional sales members because he sarns commissions on
their sales too and (4) he understands better how the costs of film
comes into the equation as we account for film costs recognizing the
price we pay for weird sizes and for accepting film in a truck that is
different from the film that we order.

It we are going to talk about what it means to be an owner, I think it

is important that he not feei TRAPPED by his LLC and realize that ... at
this point in the game ... we can talk restructure of his participation in

a way that should be win-win.

Andrea

From: John Gandis [mailto:john@cce-films.com)

Sent: Tuesday, March 29, 2011 10:24 AM

To: 'Namaste Consulting'
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Subject: RE: Lunch with Dave?

May be a good team building exercise for you guys J

1 think that Dave’s comfort level would increase if he had an
opportunity to speak with you —

If you are going to take some time to eat —

Whatever you want to do. If you do not want to — | should be the one to
cancel it. | haven't told Dave that | am going to be out of town on
Friday yet.

-John

From: Namaste Consulting [mailto:namasteconsuit@bellsouth.net}
Sent: Tuesday, March 29, 2011 10:14 AM

To: 'John Gandis'

Subject: Lunch with Dave?

Shouid we reschedule with Dave?

From: John Gandis [mailto:john@cce-films.com]

Sent: Tuesday, March 29, 2011 2:31 AM

To: 'Namaste Consulting'

Cc: Joy'

Subject: City Tax

Hi Andrea,

Just wanted to give you a reminder that our city taxes are due on the
3ist. :

| believe that we need the “gross sales” figure.

Also ~ | forgot that | have a housing show in Tunica to attend on
Friday. | will not be in Anderson... leaving out late Wednesday.
-John
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RE: K1
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| want to make certain there is no confusion — there are NO TAX
DISTRIBUTION PAYMENTS for you or anyone else at this time.

We are swnchmg the monthly payments in May .. because we need a better
handle on the cash flows and | don't to continue the situation where we

are uneven until we get a better handle on our inventory reduction plan.

So pleass expect the new payment plan (at $10K) to start May — how you
handle your taxes on that money is completely up to you. This should

be to your advantage!

Andrea

From: Dave Wilson [mailto:dave@ccc-films.com]
Sent: Friday, April 15, 2011 1:16 PM
To: 'Namaste Consulting'

Cc: 'John Gandis'
Subject: RE: K1

Thanks. Please do not do anything with my tax/distribution payments

until I retum from Vacation in a week.

Regards,
Dave

From: Namaste Consulting [mailto:namasteconsult@belisouth.net)
Sent: Friday, April 15, 2011 12:29 PM

To: 'Dave Wilson'

2011-12_to_John00000174

1038



RE: K1

Cc: John Gandis

Subject: RE: K1

Remember ... this is not a final K-1 and should not be used solely for
purposes of computing an estimate tax liability and preparingan
extension request before Monday’s deadline.

Remit whatever you can afford ...and the IRS becomes a cheap and easy loan
for the ditference (their rates are 4%). We will finalize the figures

in the next couple of months.

ALSO - Starting in May ... we are going to increase the monthly
distributions from $6.8K each month to $10K each month .. and we are
going to turn OFF the $4.5 loan until we have accumulated a sufficient
tax reserve. This new check is about the same that you used to receive
... and may actually be more if you were properly setting aslde 40% of
those payments for your tax bill.

Andrea .

From: Dave Wilson {mailto:dave @ccc-films.com]

Sent: Friday, April 15, 2011 11:41 AM

To: Andrea Comeau-Shirley

Subject: K1

Hi Andrea,

Will you be sending my K1 today?

Thanks,

Dave

2011-12_to_John0C000174
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BE: M-Tech 1.OC

item ID: 95878

Subject: RE: M-Tech LOC .
From: Namaste Consulting <namasteconsult@bellsouth.net>
To: John Gandis <john@ccc-films.com>

Sent: April 26, 2011 7:08:48 AM EDT

Recelved: April 26, 2011 7:08:00 AM EDT

Attachments: image001.jpg

Size: 26 KB (27,265 bytes)

Source: Outlook.pst

Location: Exported mail files/Outlook.pst/Top of Personal Folders/Sent items
Duplicates: 2

Content Created: April 26, 2011 7:06:05 AM EDT

Content Last April 26, 2011 7:06:05 AM EDT

Modified: :

MIME Type: message/rfc822

Content MIME Type: text/plain

Character Set: utf8

Language: English

MDS5 Hash: a528538216a4e52750909bb782765d25

Message Hash:

My tags:
Other's tags:

9ee53c5a14c782605d75306¢ceab81c64

Andrea_to_John_2011-12
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See my comments within...

From: John Gandis [mailto:john@ccc-films.com]

Sent: Monday, April 25, 2011 10:53 PM

To: 'Namaste Consuiting'

Subject: RE: M-Tech LOC

I didn't have as much availability on the M-Tech line as | thought. |

had to max it out to pay the taxes.

My intentions were to put check 6468 for $43854.98 towards the line and
pay back what | owed in taxes.

Any idea’s when | may be able to deposit check #6468 ? - | am asking
you to shred that check for now and | am targeting getting $$ saved and
a payment to you BEFORE your June 15th tax check is due to the IRS
When you call it “your” emergency — are you suggesting that we never tap
into it for CCC again ? YES — | want you to keep this line available
strictly for Estimated Tax payments ... so if we run into another

situation where the company cannot fund a tax distribution to the
owners, you will have “cash available” in the form of this line ... Itis
for this reason that | am trying to get this one fully paid off now ...

| do understand consolidating everything to the DecoTex line — sure
would make life simpler.

-John

2011-12_to_John00000204
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RE: M-Tech LOC

From: Namaste Consulting {mailto:namasteconsult@belisouth.net]
Sent: Monday, April 25, 2011 4:11 PM

To: John Gandis

Subject: M-Tech LOC

John - it might make sense if we pay off 100% of your M-Tech line this
month and leave that as your “EMERGENCY ONLY" line of credit ..

I don’t know what the balancs is that you owse the bank .... CCC s
(hopefully) going to pay you $43,149.83 before the end of the month.
Since there is no money coming into M-Tech that is not immediately
headed out (for your dad)... if there is less than $20K that is left on

the Mtech line after this payment .... It makes since to borrow from
Decotex to fully pay off M-tech (thereby consolidating your debts).

You can then just let M-tech go on autopilot paying Cliff .... And the
interest expense will all be consolidated into Decotex (where the larger

_income is) ... .

If that doesn't make sense ... iet me know ...

Andrea

=*~*To ensure compliance with requirements imposed by the IRS, we inform
you that any tax advice included in this written or electronic
communication is not intended or written to be used, and it cannot be
used by the taxpayer, for the purpose of avoiding any penalties that may
be imposed on the taxpayer by any govemmental taxing authority or
agency™™"

This message (including any attachments) may contain confidential
information intended for a specific individual and purpose, and is
protected by law. If you are not the intended recipient, you should

delete this message. Any disclosure, copying, or distribution of this
message, or the taking of any action based on it, is strictly

prohibited. ‘

Description: VistaPrint e-Card
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ABOUT BUCKS — we have to be extra careful if we sell stuff where he is
not earning the commission .. | just run numbers by ACCOUNT NAME ... with
no regard to what Sales REP is showing on a particular invoice. If we

terminated one as his ..
‘start selling beside him ...

| need to know the cut off date. AND .. if we
then we need to create a NEW NAME for the

customer that we are selling... New Name can be as simple as “The Food Co

Inc” v.s “The Food Co, Inc.” ~ the system treats them as different.

| track ali this stuff on a monthly basis as well as a cumulative basis
.. that way | can be certain that returns, discounts and credit memos are
grabbed .... So if | had a renegade sale in there ... we might accurately

skip him the first time ..

but then reveal the play later with a

discount or credit memo .. or .. if there was an issue on the order and
they called Bucks to discuss it rather than Dave.

I don't think sneaking things from him will be easy .. but if something ~
doesn't have activity in 8-8 months .. no reason not let it become a

house account (lower commission).

Before you talk to Dave about Brian and BoPP ... can we talk about how we

shore-up the sales function ... thinking Exit Strategy from Dave. { can

see Brian and Toni eventually becoming the replacement for Dave — one in
"PET and the other in BoPP ... Brian has clearly worked in a more

regimented structure than Dave where calling upon your customers and

2011-12_to_John00000551

1042



Bucks' Existing Customers

generating recurring orders is the nature of the work. | can see him
TEACHING us a thing or two in this department.

Andrea

From: John Gandis [mailto:john@cce-films.com]

Sent: Tuesday, August 16, 2011 5:17 PM

To: ‘Namaste Consulting'

Subject: RE: Existing Customers

Good idea's -

| have Dave setting up a weekly sales meeting. He wants to start with
just himself, me, and Tony — and then invite Bucks to a different one.

| need to think about this a bit... there are some Bucks accounts that
bought from us when film was tight — but as things have loosened up -
they have disappeared... which tells me that he may not have done all of
the foliow up that he should be doing. This morning when Dave and |
were meeting ~ he said that he may just start calling some of these
people himself — we know that Bucks doesn't care as long as he is making
a commission.

| like the idea of bringing in Brian — but it may be that we could give

him his own market to pursue. | was kinda surprised that Dave didn't
have BOPP down — it is a monster sized market compared to the PET
business... BOPP is also used more around food packaging... which may be a
better fit for Brian coming from Welches... remember Jelly Packs J

I'm trying to break Dave into getting life established with Toni - |

think that this is progressing fairly well for the second week... Dave has
some solid idea's on how to keep her selling. I'll broach the BOPP
discussion the next time he and | meet.

- John '

From: Namaste Consulting [mailto:namasteconsult@bellsouth.net]

- Sent: Tuesday, August 16, 2011 4:09 PM
To: 'John Gandis'
Subject: RE: Existing Customers
Maybe we should begin to set SPECIFIC sales goals for Bucks ... to ensure
that he is not merely answering the phone .. including a deal that
essentially says .. once a customer has not placed an order in X period
of time .. that customer may become a house account ... (and not
necessarily yours).
I don't know .. | don't want to lose him ... but | fee! like we have TOO
MANY eggs in his basket .. and some stuff is not getting the attention
it needs.
MAYBE this is something we could talk to our friend Brian about ...
dealing with EXISTING customers ...
Andrea
From: John Gandis {mailto:;john@ccc-films.com]
Sent: Tuesday, August 16, 2011 2:54 PM
To: '‘Namaste Consulting'
Subject: RE: Existing Customers
| have a follow up.e-mail to our meeting to this morning that has
assignments fqr inventory reduction. He needs to spend some time on
this — as he is really our best bet for moving the obsolete.
As far as maintaining house accounts — | think that he has practically

2011-12_to_John00000551
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Bucks' Existing Customers

moved all accounts to a rep or Toni... | think that Dave spends more time
trying to fill all of the requests for film and pricing for reps. — but

| don’t know.

So to answer your question — | think that Toni will be doing a lot of

the maintaining. Dave's a little frustrated with Bucks — not following

up on a lot of these accounts... Now that we have Toni and Bucks — l am
going to start a weekly sales meetings where we have everyone in — not
just me and Dave.

-JG

From: Namaste Consulting fmailto:namasteconsult@belisouth.net]

Sent: Tuesday, August 16, 2011 1:08 PM

To: John Gandis

Subject: Existing Customers

John — | don't know Dave well enough to predict this answer .. but a
common fault | see with new businesses is a desire to constantly move to
the next *fun® thing to do. So .. how will we keep Dave focused on the

old stuff .. and his real job .. managing the sales force .. rather than

acting as the sales guy on the new stuff? -

AGAIN .. don't know if this question is completely out of line or not ..

or if you see that sometimes Dave loses focus when he has too many balls
in the air.

Don't we need someone to keep the existing budget going and to make
certain that everyone one of our customers is contacted PROACTIVELY ... -
rather than just waiting for the phone to ring from them.

From: Dave Wilson [mailto:dave@ccc-films.com)

Sent: Tuesday, August 16, 2011 12:42 PM
To: John Gandis

Cc: Andrea Comeau-Shirley

Subject: prospect lists for Toni and Jim Bucks
Hi John and Andrea,

Seée attached lists of leads by market. Toni will be calling on the
folding carton and label leads. Jim will be calling on the packaging
and coating / laminéting leads. l'll be working on the shrink sleeve
leads until we have a good understanding of this market and the films
required. Let me know if you have any questions.

Thanks,

Dave

2011-12_to_John00000551
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| wouldn't say that Julie is the problem ... it sounds like she is just reacting to what she has been TOLD .. she is not
telling Dave we are the problem she is merely repeating what Dave has told her!
ALSO - he has probably painted a rosier picture than he should have and she is starting to see the truth peak out.
First - he gave himself a raise this year - and most likely didn't send in any additional money for taxes. This gave her a
false sense of liquid cash and a false standard of living.

. Second - there is aiso the possibility that he has overextended his debt posntlon (again) with his new refinancing loan.
If he "lied" to the bank about what his guarantee cash flow from the company looks like (by calling his $12K monthly
draw his after tax living money) or if he conveniently omitted the outstanding income tax bill due to the IRS and state of
SC when he reported to the bank ali his other creditors - then he may have overextended his family and may have
asked Julie to co-sign on a loan that is too big for their family income. This wouid give any wife stress. .
Third - it is possible that he never mentioned income taxes to Julie until just now and this is also frustrating Julie
because you can look at our balance sheet and clearly tell there is no cash there for an October 15th distribution. If
she is smart ... she will file her return on a married filing separate basis for 2010 - they can always go back and
amend. But if she had enough withholding on her earnings, she might want to leave just Dave on the return with the K-
1.
This is probably your oppartunity to make a RESTRUCTURING offer to Dave under which you restructure your
relationship with him so that he gives up his equity ownership and converis to a structure where he is only is taxed on
what he receives! | can only infer from her text that Dave is telling his wife "this business is also turning out to be crap"
- he doesn't seem to be saying - "... it is often tight for owners at the start of a business ... but in the end this will be a

nice stable business that will provide for our family.”
Your issue is quite simple - Dave wants his cake and to eat it too! He wants all the UPSIDE potential - but is not willing

2011-12_to_John00000646
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FW: business *** CONFIDENTIAL - DO NOT FORWARD *****

to make the adjustments that are necessary and typical for an owner while the business is growing. WORSE - he has
taken his eye off the ball and allowed our company to suffer financial for his inability to manage sales or inventory. We
need to know that he is out there selling his heart out between now and year end .. not just in between visits with the
contractor. ) : '

1 am still flabbergasted by his suggestion that we change the forecast for the rest of the year to 10% of his original
estimated numbers! Is this his way of setting a number so that no one sees that he has allowed himself to be -
distracted from the business of keeping our business humming along? : .

.Anyway - back to the import point - Now is the time to see if he wants to be in a different structure .wecan -
restructure so that he is not an owner as of 1/1/2011 ... and you can put him into a different deal that compensates him
for his time and energy - maybe more like a regional sales manager is paid - so he gets pand on his sales and also on -
the sales of 