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Corporation Commission

CERTIFICATION

I, Mark Dinell, certify that I am the Assistant Director of the Arizona Corporation
Commission's Securities Division and that I have legal custody of the records of the Securities
Division. I certify that I have directed a diligent search of the Securities Division records and the
records reflect that during the period of January 1, 2009 to December 31, 2014, SHADOW
BEVERAGES AND SNACKS, LLC has not tiled with the Arizona Corporation Commission a
notice pursuant to A.R.S. § 44-1850 of the Securities Act of Arizona or Article 12 of the
Arizona Investment Management Act (A.R.S. § 44-3321 et seq.), has not registered securities
with the Arizona Corporation Commission by description pursuant to Article 6 of the Securities
Act of Arizona (A.R.S. § 44-1871 et seq.) or by qualification pursuant to Article 7 of the
Securities Act of Arizona (A.R.S. § 44-1891 et seq.), has not registered with the Arizona
Corporation Commission as a dealer pursuant to Article 9 of the Securities Act of Arizona
(A.R.S. § 44-1941 et seq.), and has not made a notice filing or licensed with the Arizona
Corporation Commission as an investment adviser pursuant to Article 4 of the Arizona
Investment Management Act (A.R.S. § 44-3151 et seq.)

IN WITNESS WHEREOF, I HAVE HEREUNTO SET MY
HAND AND AFFIXED THE OFFICIAL SEAL OF THE
ARIZONA CORPORATION COMMISSION, AT THE
CAPITOL, IN THE CITY OF PHOENIX, THIS I 9th DAY OF
April, 2016.

\

'v

BY K
Mark Dinell
Assistant Director
Securities Division
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STATE ()F ARIZUNA
Corporation Commission
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CERTIFICATION

I, Mark Dinell, certify that I am the Assistant Director of the Arizona Corporation
Commission's Securities Division and that I have legal custody of the records of the Securities
Division. I certify that I have directed a diligent search of the Securities Division records and the
records reflect that during the period of January 1, 2009 to December 31, 2014, LUCIO
GEORGE MARTINEZ has not registered with the Arizona Corporation Commission as a
securities salesman or dealer pursuant to Article 9 of the Securities Act of Arizona (A.R.S. § 44-
1941 et seq.), and has not made a notice filing or licensed with the Arizona Corporation
Commission as an investment adviser or investment adviser representative pursuant to Article 4
of the Arizona Investment Management Act (A.R.S. § 44-3151 et seq.)

IN WITNESS WHEREOF, I HAVE HEREUNTO SET MY
HAND AND AFFIXED THE OFFICIAL SEAL OF THE
ARIZONA CORPORATION COMMISSION, AT THE
CAPITOL, IN THE CITY OF PHOENIX, THIS 19**' DAY OF
April, 2016.

BY
Mark Danell
Assistant Director
Securities Division

46486 J
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Office of the

CORP0RAT1ON COMMISSION

The Executive Director of the Arizona Corporation Commission does hereby certify that
the attached copy of the following document:

ARTICLES OF ORGANIZATION, 07/25/2008

consisting off pages, is a true and complete copy of the original of said document on file with this
office for:

SHADOW BEVERAGES AND SNACKS, LLC
ACC tile number: L-1466110-2

IN WITNESS WHEREOF, I have hereunto set my hand and affixed

the official seal of the Arizona Corporation Commission on this date:

April 4, 2016.
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JUL 2 52008

F1LEu0. z.~» I446/102
A R T I C L E S  O F  O R G A N I Z A T I O N

A.n.s .  5  29.632

I . Name 9.8119 organization;

A.
LLC Name Reservation File Number (If one has beauobtained). If not, leave this line blank.

Shadow Beverages and Snacks, LLC
LimitedLiabilityCompany Name

i v 91- I I ll- -- nu-nn

2. KnownPlacenfBus'mess 'm Arizona. The address of the company's known placeof businessi n
Arizona is:

14650 N. 78* Way, Building B
Scottsdale, AZ 85260

3. The name and street adar¢$ of Stamurory A2¢nt in Arizona.

M & H Agent Services, Inc.
1850 N. Central Avenue, Suite 2100
Phoenix, Arizona 85004-4584

A C C E P T A N C E  O F  A P P O I N T M E N T  B Y  S T A T U T O R Y  A G E N T

M & H Agent Services, Inc., having been designated to act as Statutory Agent, hereby
consents to act 'm that capacity until removed or resignation is submitted in accordance with the
Arizona Revised Statutes.

4
M & H Agent Services, Inc.

L . Iver, Assistant Secretary
._- v

4. Dissolution. The limited liability company is perpetual.

u.-anon
Run In/znnv
DBD3!./S744600. l

B .

07/24/2008 2:16PM (GMT-05:00)
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5. Management Structure. (Check one box Ody) A.R.S. §29.632(5)

A. EI Reserved to the member(s). The names and addresses ofeach member is:

B. 8 Vested in Mnnager(s). The names and addresses of each person who in a manager AND
each person whoownsa twenty event (20%) or greater interest are;

MANAGER:

Sam Jones
14550 n. 78"' Way, Buiuiing B
Scottsdale, AZ 85260

MEMBERS l

Sam Jones
14650 N. 78"' Way, Building B
Scottsdale, AZ 85260

George Martinez
14650 n. 7s=" Way, Building B
Scottsdale, AZ 85260

Richard Scherer
14650 n. pa"' Way, Building B
Scottsdale, AZ 85260

6. Organizer. The undersigned organizer shall have no authority, responsibilities, or duties as
organizer other than the filing ofthcse Articles of Organization.

Executed this Z"l_ day of My, 2008;

SHADOW BEVERAGES AND SNACKS, LLC

amJo
u

LL:UOD4
Rev: xorzoov
nB4rs.'.rsv4-wus.:

0 7 / 2 4 / 2 0 0 8 2: 16PM cGMT-05 : 00)
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STATE OP ARIZONA

Office of the

CORPORATION COMMISSION

The Executive Director of the Arizona Corporation Commiss ion does hereby certi fy that
the attached copy of the fol lowing document:

STATEMENT OF CHANGE, 05/09/2011

consisting off pages, is a true and complete copy of the original of said document on file with this
office for:

SHADOW BEVERAGES AND SNACKS, LLC
ACC file number: L-1466110-2

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission on this date:
April 4, 2016.
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LIMITED LIABILITY COMPANY
STATEMENT OF ADDRESS CHANGE

STATEMENT OF STATUTORY AGENT CI ll 1.u 1\rl-
Pursuant to A.R.S. §§29-605 and 29-605.01

FILING FEE $5.00 (A.R.s. §29-851)

THIS FORM IS NOT TO BE USED FOR ADDING MEMBERS- IF ADDING
MEMBERS PLEASE USE THE AMENDMENT FORM

Itis important that the information you provide on this form be correct. To obtain thecorrect information
about the Limited Liability Company's current known place of business and statutory agent, consult the
Customer Phone Bank at (602) 542-3026 or the Division's website atwww.azcc.gov/divisions/corporations.

1. The exact name of the Limited Liability Company (LLC) currently on file with the Arizona Corporation
Commission (ACC) is:

Shadow Beverageand Snafrka.. LLC.

The ACC file number is: HECEIVEDL=1466110-2 .. -- n

The current address of the LLC's known place of business on file with the ACC is:

14650 n. 78th Way Building B

Scottsdale, AZ 85260

MAY 0 9 2011

The name andstreetaddress* of the current statutory agent on file with the ACC are:

///4

5. If the LLC was not organized in Arizona, the address of the office required to be maintained in the state of
its organization or, if not so required, of the principal office of the foreign LLC is:

A//4L

Is the no
'; No

n lace of business in Arizona to be changed?
Yes and the address of the new place of business is:

/0740 M/. M/wwrai Jr 38H41195

,€;/y\5;,¢ 49814;
*streetaddress must be a physical address. P.O. Box addresses and personal mail boxes (PMB) will not be accepted.

LLI0006
Rev. 10/2007
Page 1 of 3

6.

4.

3.

2.

n -

Arizona Corporation Commission
Corporations Division



Acceptance of Appointment
By Statutory Agent

pan e

The undersigned hereby acknowledges and accepts the appointment as statutory agent of

five this day of8 I?7W ,804
'Signature:

i Q" /76 L Title; f8j[df/I A

If signing on behalf of a company , please print the company namehere.

the above-named limited liability 8

Printed Name: 6 6 0

-57/41.4/mu . 944/m 941 91 w /J_ 4
_

1

LLC ~am<3%Q99»0Z Wr494 . M w w J ACC File Number _4 M4 o ,.:;D
Is the street address of the current statutory agent to be changed?
C<no. U Yes, the new street address* of the current statutory agent is:

, , , ». s I//w Wt/ D//Jn/t4/4 / fnvlc//ll
444/>,@_ 42 .8§;2J?//

8. Is a new statutory agent to be appointed?
D No.

The new statutory agent is: 4 5 0 /A  8 ,

l Y e s . If you checked "yes", you must complete the following information and the new
statutory ag nt must accept his/her appointment (below).

J 470 I7-62.
New street address* of the statutory agent is:

George Martinez

4110M11 N. 7'Cltl: /4946"/33,Q39;,*t21'

./Qffe/ /72 43228/

9. is the address of one or more of the LLC's members or managers to be changed?
El(No. D Yes. If you checked "yes", you must complete the following information for each

member or manager whose address is to be changed:

Name:
In I Member or Manager

(circle one)
Current
Address:

New
Address:

LLzOODB
Rev. 10/2007
Page 2 of 3

Arizona Corporation Commission
Corporations Division

7.

I



Changes to the statutory agent address must be
executed by the statutory agent.

y 2018;;1yofDated this

Signature'

Printed Name: George Martinez

ay

A.R,S §§29-605 and 29-605.01 requires that changes
to limited Eiability companies (except for changes to
the statutory agent's address) be executed by a
member/manager of the LLC.

dayjif MDated this 011IQ
...¢Signature:

Printed Name: GQQ_rge Martinez

Title: Authorized Member
If signing on behalf of a company, please print the company name here.

I II

In a 1
a

ACC File Number /.- I°/ae»//82
Name: I Member or Manager

(circle one)
Current New
Address: Address:

Name: I Member or__
(circle one)

Manager

Current
Address:

New
Address :nn-

Name: r Member or Manager
(circle one)

Current New
Address; Address:

* street address must be a physical address. P.O. Box addresses and personal mail boxes (PMB) will not be accepted.

This form must be delivered to:

ARIZONA CORPORATION COMMISSION
Corporations Division
1300 West Washington

Phoenix, Arizona 85007-2929
LL:0006
Rev. 10/2007
Page 3 of 3

lull

null

In

Ina

Arizona Corporation Commission
Corporations Division
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STATE OP ARIZONA

Office of the
CORPORATION COMMISSION

The Executive Director of the Arizona Corporation Commission does hereby certify that
the attached copy of the following document:

STATEMENT OF CHANGE, 08/13/2013

consisting of 3 pages, is a true and complete copy of the original of said document on file with this
office for:

SHADOW BEVERAGES AND SNACKS, LLC
ACC file number: L-1466110-2

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission on this date:
April 4, 2016.
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3. ARIZONA KNOWN PLACE OF BUSINESS ADDRESS:
3.1 REQUIRED - list the known place of

business address currently shown in A.C.C.
records (before any changes):

3.2 Optiana! - List the NEW known place of
business address In Arizona (must be a
street or physical address):

Attention (optional)

p
/ `

nI/ 60 ' M
Attentlon (optional)

/al.4460 ['a 7'7'l> 81
Ala-ress

w k NL/
Address 1

,we6 4 1 M 4 . .
Address 2 optional)

ctrl 7?/n State 492; aw/
Address 2 (optional)

' ? ) O { 4 / 'cry
142.

sane

£$'D<!0
Zip

3.3 If you/Oompleted 3.2, is the NEW known place pf business address in Arizona the same as
the street address of the statutory agent? Yes no

4.1 REQUIRED - list the name and physical
or street address (not a P.O. Box) in
Arizona of the existing statutory agent:

4.2 REQUIRED - list the mailing address
(if one exists in A.C.C. records) in Arizona
of the existing Statutory Agent:

640 I
Statutory Aden Name

Attention (optional)

L/ 1. .5/i./ 0
Attention (optional)

/ o I9/ 1
Address 1

//4so, u
Add Tess

l n Z € 4</
'Add 2 (op pal)

727 I

42
State

Address 2 (optional)

Cary 82

w

nEc'= VED

AUG is 2013

r
a '.u* ll

!zFIl2ONA GQ; \ ccsmmm ffoha
944, }'- . 1 .f'~¢"'>-*.1.L' i'ihi=*», "u '

DO NOT WRITE ABOVE THIS LINE; RESERVED FOR ACC USEONLY.

LLC STATEMENT OF CHANGE
OF KNOWN PLACE oF BUSINESS ADDRESS OR STATUTORY AGENT

Read the Instructions LQZQ

NOTE - no matter what is being Changed, numbers 1, 2,3.-1,4.1, and 4.2 must be completed.
The form will be rejected if those sections are not completed.

1 .

2. A.c.c. FILE NUMBER:
Find the A.C.C. file number on the upper comer Ol*HI

ENTITY NAME - give the exact name of the LLC as currently shown in A.C.C. records:

5/'Iadauo 8eu/4/"a9-¢J awl Saw: £1 / 4_4 e.

L~ IJa8/#94/Q8cu en 0 on our website at: h'ctp~[[www.azcc.gov/Divisions,/Corporatuons

4. CURRENT OR EXISTING STATUTOOY AGENT - list the name and addresses of the
statutory agent as shown in the records of the Arizona Corporation Commission before any
changes (this is the existing statutory agent) :

I
LOQ0.001
Rev: 2010

Arizona Comcuation Commission- Corpoiuniws Division
Pogo 1 do



4.5 NEW STREET ADDRESS - give the NEW
physical or street address (not a p.o. Box)
in Arizona of the existing statutory agent:

4.6 NEW MAILING ADDRESS - give the NEW
mailing address in Arizona of the existing
statutory agent (can be a P.O. Box):

Attention (optional)

N &n/ff'8/v484%W of

Attention (optional)

4(040 é 82nA»c 81/L

,efxo
Address 1 Addressl

5./fe o2¢0
Address (optional)

Cl 0¢n/IX S 92 2.89m cry

Address 2 (optional)

/pa star A809/D

s. NEW STATUTORY AGENT - if a new statutory agent is being appointed, check the box
and complete the following for the NEW statutory agent:

5.1 REQUIRED - give the name (can be an
individual or an entity) and physical or
street address (not a p.o. Box) in Arizona
of the NEW statutory agent:

5.2 OPTIONAL .- mailing address in Arizona of
NEW Statutory Agent (can be a P.O. Box) :

Statutory Agent name

Attention (optional) Auenuan (optional)

Address 1 Add Tess 1

Address 2 (optional)

city State Zip city

Add Tess z (opt ional )

State Zip

5.3 REQUIRED - if you are appointing a new statutory agent, the Statutory Agent Acceptance
form M002 must be submitted along with this Statement of Change form.

s
¢

4.3 E] CHANGE IN EXISTING STATUTORY AGENT NAME onLy - if the name only of
the existing statutory agent listed in number 4.1above°has changed, but a new
agent has not been appointed, check the box and give the new name of the
existing statutory agent below:

4.4 CHANGE IN EXISTING STATUTORY AGENT ADDRESS - check all that apply
and follow instructions:

STREET ADDRESS CHANGED - complete number 4.5.

gr MAILING ADDRESS CHANGED - complete number 4.6.

LuQo.oo1
Rev: 2010

Arizona Ccrpnraiion Comm issbn - Ccrpcrsbcans Division
Page 2 Of 3

ll



'I am the individual Manager of
this manager-managed LLC or I
am signing for an entity
manager named:

I am a Member of this member-
managed LLC or I am signing for an
entity member named:

i n
I am a Statutory Agent
changing only my own address
and/or my own name.

Filing Fee: $5.00 (regular processing)
Expedited processing - add $35.00 to filing fee.
All fees are nonrefundable - see Instructions,

Mail: Arizona Corporation Commission - corporate Filings Section
1300 w. washington St., Phoenix, Arizona 85007
602-542-4100Fax :

SIGNATURE - see Instruction; Lo20i for who is authorized to make changes:

If the person signing this form is the existing statutory agent changing its own address, then by the
signature appearing below, the existing statutory agent certifies under penalty of pa/jury that he or
she has given the LLC named in number 1 above written notice of the address change.

By checking the box marked "I accept" below, I acknowledge under penalty ofpe/jury
that this document together with any attachments is subml&ed in compliance with
Arizona law.

4
Signature

961 ACCEPT

6£ 4 I4/é/'79/ua.
Pro Name

REQUIRED check only one and fill in the corresponding blank if signing for an entity:

Please be advised that A.C.C. forms reflect only the minimum provisions required by stahNe. You should seek private legal counsel for those matters that may pertain
to the individual needs of your business.
All documents filed with the Arizona Corporation Commission are puhéle record and are open for public inspection.
If you have questions after reading the Instructions, please call 602-542-3026 or (within Arizona only) B00-345-5819.

Lo2u.oo1
Rem 2010

Arizona Coipuralion Commission - Corporations Division
Page s of 3

u
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The Membership Interests referred to in this Amended and Restated Operating Agreement have
not been registered under the Securities Act of 1933, as amended (the "Securities Act"), or any
other securities laws, and such Membership Interests may not be Transferred without appropriate
registration or the availability of an exemption from such registration requirements.

AMENDED AND RESTATED OPERATING AGREEMENT

SHADOWBEVERAGES AND SNACKS, LLC

OF

FYlcAf~¥1 was
8"§1;
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EXHIBIT
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AMENDED AND RESTATED OPERATING AGREEMENT
OF

SHADOW BEVERAGES AND snAcks, LLC

THIS AMENDED AND RESTATED OPERATING AGREEMENT OF SHADOW
BEVERAGES AND SNACKS, LLC (this "Agreement"). made and entered into this 17th day of August,
201 I (the "Effective Date"). by and among the Members set forth onSchedule A attached hereto.

A. . .
liability pursuant to Articles of Organization execute and tiled with the Arizona Corporation
Commission in and for the Slate of Arizona (the "FilingOffice") on July 25.2008. as amcndW.

Shadow Beverages and Snacks, LLC (the "Comvanv") was formed as an Arizona limited

B. The Company is governed by Lhe Operating Agreement effective as of July 25, 2008, as
amended by the First Amendment to the Operating Agreement dated July 8. 2009 (the "Initial
Agreement").

The Company is authorized and has agreed to admit Spyglass Capital Partners, LLC,
Colorado limited liability company ("§pvglass") as a Memberof the Company.

C.

D. The Members desire w amendand restate the Initial Agreement in order lo more fully set
forth the rights. duties, and obligations of the Members to each other and to the Company.

NOW THEREFORE, in consideration fully received, the partieshereto agreeas follows:

AGREEMENT:

In consideration of the premises and the mutual agrccmcms contained herein, the parties hereto
agree as follows:

ARTICLE I - DEFINITIONS

1.1 Terms Destined Herein. In addition to other terms defined in this Agreement, the
following terms shall have the following meanings,unless the context otherwise specifics:

"Act" means the Arizona Limited Liability Company Act, as amended from time to time.

"Adjusted Capital Account Deficit" means, with respect to any Member, the deficit balance, if
any, in such Member's Capital Account as of the end of the relevant fiscal year, after givingeffect lo the
following adjustments: (i) increased for any amounts suchMcmbcr is unconditionally obligated w restore
and the amount of suchMember's share of Company Minimum Gain and Member Minimum Gain after
taking into account any changes during such year; and (ii) reduced by the items described in Treasury
Regulation § 1.704-l(b)(2)(ii)(d)(4), (5) and (6).

"Agreement" means the Amended and Restated Operating Agreement of the Company. as
amended from time to time.

"Articles" means the Articles of Organization of the Company filed with the Arizona Corporation
Commission.as amended from lime to time.

"Available Cash" means the aggregate amount of cash on hand or in bank. money market or
similar accounts of the Comp ny as of the end of each fiscal quarter derived from any source (other than

SPH-20424 t7-4

SHADOW005739
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Capital Contributions and Liquidation Proceeds) that the Board of Managers determines is available for
Distribution to the Members less all expenses and capital expenditures of the Company for such period.
all payments of principal arid interest on account of any Company indebtedness.

"Bankruptcy," with respect to any Person. means the entry of an order for relief with respect to
such Person under the Federal Bankruptcy Code or the insolvency of such Person under any state
insolvency act.

"Board al' Managers"means the groupof Managers electedby the Members pursuant to Article
M xo manage the business andaffairs of the Company.

"Capital Account" means the separate account established and maintained by the Company for
each Member and each Transferee pursuant to8949113.3of this Agreement.

"Capital Contribution" means with respect to a Member the total amount of cash and the agreed
upon no! Fair Value of Property contributed by such Mcmbcr (or such Member's predecessor in interest)
to the capital of the Company for such Member's Membership Interest.

"Code" means the lntemul Revenue Code of 1986, as amended from time to time. or the
corresponding provisions of future laws.

"Company" means Shadow Beverages and Snacks. LLC, anArizona limited liability company.

"Company Minimum Gain" shall have the same meaning as partnership minimum gain set forth
in Treasury Regulation § l.704~2(d)(l). Company Minimum Gain shall be determined, first. by
computing for each Nonrecourse Debt any gain that the Company would realize if the Company disposed
of the Property subject to that liability for no consideration other than full satisfaction of such liability
and, then, aggregating the separately computed gains. For purposes of computing gun, the Company
shall use the basis of such Property that is used for purposes of determining the amount of the Capital
Accounts underSection 3.3hereof. In any taxable year in which a Revaluation occurs, the net increase or
decrease in Company Minimum Gain for such taxable year shall be determined by' (1) calculating the net
decrease or increase in Company Minimum Gain using the current year's book value and the prior year's
amount of Company Minimum Gain, and (2) adding back any decrease in Company Minimum Gain
arising solely from the Revaluation.

"Distributions" means any distributions by the Company to the Members of Available Cash or
Liquidation Proceeds or other amounts.

"Event of Withdrawal" means an event upon the occurrence of which a Member ceases to be a
Member of the Company pursuant toSection7.7of this Agnccmcnt.

"Fair Value" of Properly means its fair market value.

"Income" and "Loss" mean, respectively, for each fiscal year or other period, an amount equal to
the Company's taxable income or loss for such year or period, determined in accordance with Code
§703(a), except that for this purpose (i) all items of income, gain, deduction or loss required to be
separately stated by Code § '/03(a)(l) shall be included in taxable income or loss; (ii) tax exempt income
shall be added to taxable income or loss; (iii) any expenditures desaibed in Code §705(aX2)(B) (or
treated as Code § 705(a)(2)(B) expenditures pursuant to Treasury Regulation § l.704-l(bX2)(iv)(i)) and
not otherwise taken into account in computing taxable income or loss shall be subtracted; and (iv) taxable
income or loss shall be adjusted to reflect any item of Income or Loss specifically allocated in Article N.

$PH-2042417-4 2
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"Initial Capital Contributions" means the Capital Contributions made by the Members pursuant
m Section 3.1of this Agreement.

"Initial Members"means all Persons who are parties to the Initial Agreement.

"Liquidation Proceeds" means all Property at the lime of liquidation of the Company and all
proceeds thereof.

"Majority in Interest" means any Member or group of Members holding an aggregate of more
than fifty percent (50%) of the Percentage Interests held by all Members.

"Manager" means each natural Person elected by the Members pursuant to Artic le V to serve on
the Board of Managers.

"Member" means each Person executing this Agreement and each Person who is subsequently
admitted to the Company as a Member pursuant to Section 7.3 or Section 7.5 of this Agreement, other
than a Person who ceases to be a Member of the Company pursuant to Section 7.7 of this Agreement as a
result of an Event of W ithdrawal.

"Member Minimum Gain" shall have the same meaning as partner nonrecourse debt minimum
gain as set forth in Treasury Regulation § 1.704-2(i)(3). W ith respect to each Member Nonrecourse Debt,
Member Minimum Gain shall be determined by computing for each Member Nonrecourse Debt any gain
that the Company would realize if  the Company disposed of the Property subject to that liability for no
consideration other than full satisfaction of such liability. For purposes of computing gain, the Company
shall use the basis of such Property that is used for purposes of determining the amount of the Capital
Accounts under Section 3.3 of this Agreement. In any taxable year in which a Revaluation occurs, the net
increase or decrease in Member Minimum Gain for  such taxable year shal l  be determined by: ( I )
calculating the net decrease or increase in Member Minimum Gain using the current year's book value
and the prior year's amount of  Member Minimum Gain, and (2) adding back any decrease in Member
Minimum Gain arising solely from the Revaluation.

"Member Nonrecourse Debt" shall have the same meaning as partner nonrecourse debt set forth
in Treasury Regulation § 1.704-2(b)(4).

"Member Nonrecourse Deduct ions"  shal l  have the same meaning as partner nonrecourse
deductions sex forth in Treasury Regulation § 1.704-2(i)(2). General ly,  the amount  of  Member
Nonrccoursc Deductions with respect to a Member Nonrecourse Debt for a f iscal year equals the net
increase during the year in the amount of  the Member Minimum Gain (determined in accordance with
Treasury Regulation § 1.704-2(i)) reduced (but not below zero) by the aggregate Distributions made
during the year of  proceeds of  Member Nonnecoursc Debt and allocable to the increase in Member
Minimum Gain determined according to the provisions of Treasury Regulation § l.704-2(i).

"Membership Interest" refers to all of a Member's rights and interests in the Company in such
Member's capacity as a Member. all as provided in the Articles. this Agreement and the Act. including,
without limitation, the Member's interest in the capital, income, gain, deductions, and losses of the
Company.

"Membership Interest Incentive Plan" means any one or more Membership Interest incentive
plans adopted by the Company before or af ter the Ef fective Date and administered by the Board of
Managers to provide an incentive to Members, employees or officers of the Company.
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"Nonrecourse Debt" means a Company liability with respect to which no Member bears the
economic risk of loss as determined under Treasury Regulation §§ 1.752-l(a)(2) and L752-2.

"Nonrecourse Deductions" shall have the same meaning as nonrecourse deductions set forth in
Treasury Regulation § l.704-2(c). Generally. the amount of  Nonnecoursc Deductions for a f iscal year
equals the net increase in the amount of  Company Minimum Gain (determined in accordance with
Treasury Regulation § l.704.2(d)) during such year reduced (but not below zero) by the aggregate
Dism'butions made during the year of proceeds of a Nonrecouxsc Debt that are allocable to the increase in
Company Minimum Gain, determined according to the provisions of  Trcasury Regulation § l.704-2(c)
and (h).

"Other  Enterpr ise"  shal l  inc lude.  wi thout  l imi tat ion.  any other  l imi ted l iabi l i ty company.
corporation. partnership, joint venture. trust or employee benefit plan or such other enterprise designated
Hy the Board of Managers.

"Percentage Interest"  of  each Member shall  be as forth on Schedule A attached hereto, as
adjusted from time Lo time as required or permitted by the provisions of this Agreement.

"Person" means any individual, partnership, limited liability company, corporation, cooperative,
trust or other entity .

"Property" means all properties and assets that the Company may own or otherwise have an
interest in from time to lime.

"Revaluation" shall mean the occurrence of any event described in clause (x), (y) or (z) of
Section 3.3 of this Agreement in which the book basis of Property is adjusted to its Fair Value.

"Tax M atters M anber" means the Person designated pursuant to Section 6.4 to represent the
Company in matters before the Internal Revenue Service.

"Transfer" means (i) when used as a verb, to give, sell, exchange, assign, transfer, pledge.
hypothecate, bequeath, devise or otherwise dispose of or cucumber, and (ii) when used as a noun, the
nouns corresponding to such verbs, in either case voluntarily or involuntarily, by operation of law or
otherwise.

"Treasury Regulations" means the regulations promulgated by the Treasury Department with
respect to the Code, as such regulations are amended from time to time. or :be corresponding provisions
of future regulations.

ART ICLE I I  I  BUSINESS PURPOSES AND OFFICES

2.1 Name; Business Purpose. The name of the Company shall be Shadow Beverages and
Snacks and business purpose of the Company shall be to manufacture. market and distribute certain non-
alcoholic beverages. beverage concentrates, power and nutrition bars. snacks, meal replacements and
dietary supplements and to conduct such other business that is authorized under the Act. The Company is
formed only for such business purpose and to conduct shall not be deems to create any agreement among
the Members with respect to any other activities whatsoever other than the activities within such business
purpose.
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2.2 Powers. in addition to the Powers and privileges conferred upon the Company by law
and those incidental thereto. the Company shall have Me same Powersas a natural Person to do all things
necessary or convenient tocarry out its business andaffairs.

2.3 Principal Office. The principal office of the Company shall be located at 1860 w.
University Drive. Suite 114, Tempe. AZ 85281, or at such other place(s) as the Board of Managers may
determine from time to time.

2.4 Registered 0t11ce and Registered Agent. The location of the registered office and the
name of the registered ager! of the Company in the State of Arizona shall be George Martinez with an
address of 1860 W. University Drive, Suite 114. Tempe. AZ 85281. The registered office and registered
agent of the Company in the State of Arizona may be changed, from time to time. by the Board of
Managers.

2.5 Amendment of the Articles. The Company shall amend the Articles at such time or
limes and in such manner as may be required by the Act and this Agreement.

2.6 Effective Date. This Agreement shall be effective as of the date rum written above.

2.7 Liability of Members. No Memhcr or Manager, solely by reason of being a Member or
Manager, or both, shall be liable, under a judgment, decree or order of a court. or in any other manner, for
a debt. obligation or liability of the Company, whether arising in contract, ton or otherwise, or for the acts
or omissions of any other Member, Manager, agent. or employee of the Company. The failure of the
Company co observe any formalities or requirements relating ro the exercise of its powcrs or management
of its business or affairs under this Agreement or the Ac! shall not be grounds for imposing liability on
any Member or Manager for the debts. obligations. or liabilities of the Company.

2.8 Interest Not Acquired for Resale. Each Member hereby represents and warrants to the
Company and to each other Mcrnbcr that: (a) in the case of a Member who is not a natural Person, that the
Member is duly organized, validly existing, and in good standing under the law of its state of organization
and that it has the requisite power and authority to execute this Agreement and to perform its obligations
hereunder; (b) the Member is acquiring a Membership Interest for such Member's own account as an
investment and without an intent to distribute such Membership Interest; and (c) the Member
acknowledges that the Membership Interests have not been registered under the Securities Act of 1933 or
any state securities laws. and such Member's Membership Interest may not be resold or Transferred by
the Member without appropriate registration or the availability of an exemption from such requirements.
Upon issuance, the Membership Interests issue such Member shndl be duly authorized. validly issued.
fully paid and non-assessable.

2.9 Admission of Spyglass. Spyglass is hereby admitted lo the Company as of the date
hereof and agrees xo be bound by the terms of this Agreement. The admission of Spyglass shall be
evidenced by the execution of this Agreement.

ARTICLE ml I  CAPITAL CONTRIBUTIONS AND LOANS

3.1 Capital Contributions.

(a) Each Initial Member has made or, upon the execution of this Agreement shall
make. an initial Capital Contribution of the Company in the amount set forth opposite such Initial
Mcmber's name on Schedule A attached hereto.
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(b) Spyglass shall make an initial Capital Contribution to the Company in the
aggregateamount of Two Million and 00/100 Dollars ($2.000,000.00):

(i) The first installment of One Million and
($I,000,000.00) shall he made upon execution of this Agreement; and

00/100 Dollars

(ii) The wound installment of One Million
(St .000,000.00) shall bemadeon or before September I, 2011.

and 00/100 Dollars

3.2 Additional Capital Contributions.

The Members recognize that the Company may require capital from time to lime,

and business for which it is formed. Subject to Section 5.10fel, upon the determination, from
time to time, by the Board of Managers that additional Capital Contributions arenecessary for the
Company, the Board of Managers shall detcmUne Me amount of the needed additional Capital
Contribution and the net Fair Value of the Company's Property as of the time immediately
preceding the contemplated additional Capital Contributions. The Board at' Managers shall then,
by written notice, call for any such additional contributions to be made by the Members to the
capital of the Company and set forth in such notice its determination of thenet Fair Value of the
Company's Property as of the time immediately preceding the contemplated additional Capital
Contributions. Within thirty (30) days following such notice. each Member shall be entitled to
contribute, in cash, to the capital of the Company an amount (the "Additional Contribution")
equal to such Mcmber's Percentage Interest multiplied by the aggregate additional Capital
Contributions to be made by all Members. No Member shall be obligated to make any Additional
Contributions to the Company and. accordingly. no Membcr shall be liable for damage to the
Company or any other Member as n result of the failure of such Member to make any such
Additional Contributions. The remedies set forth in this Section shall be the sole remedies for any
such failure.

(8)
in addition no that contributed puzsuanx to Section 3.1 above, nn order to accomplish the purpose

(b) If any Member fails for any reason to make in a timely manner any pan or all of
an Additional Contribution (the "Unpaid Additional Contribution"), such Member shall be
deemed to be a "Non-Contributing Member"and the Board of Managers shall first allow the other
Members, which elect to do so, in propanion to their Percentage Interests or in such other
percentages as they may agree to make such Additional Contribution within ten (l0) days of the
expiration al' the think (30) day notice, to contribute as an Additional Contribution the amount of
the Unpaid Additional Contribution. Each Additional Contribution by a Member pursuant to this
Section 3.2(b) shall be credited to such Member's Capital Account as of the date of payment to
the Company. Upon the expiration of the ten (10) day election period, the Percentage Interests of
each Member shall be adjusted in accordance with the provisions of subsection (c) below,
effective as of the date of the Non-Contributing Mcmber's failure to contribute. The Board of
Managers shall cause Schedule A to this Agreement to be amended to reflect any adjustment in
the Percentage Interests of the Members in accordance with this Section 3.2(b).

(c) If there is an Unpaid Additional Contribution, the Percentage Interests shall be
adjusted to the same ratio that the Member's total Capital Accounts immediately after all of the
Additional Capital Contributions have been made (taking into account any adjustments to the
Capital Accounts due to a Revaluation) bears to the total Capital Accounts of all Members as of
the adjustment date. The Board of Managers shall cause Schedule A to this Agreement to be
amended to reflect any adjustment in the Percentage Interests of theMembers in accordance with
this Section 3.2(c).
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3.3 Capital Accounts.

(a) A separate Capital Account shall be maintained for each Member and each
Transferee. Each Menlber's Capital Account shall be (a) increased by (1) the amount of
money contributed by such Member, (2) the Fair Value of Property contributed by such
Member (net of liabilities secured by such contributed Property that the Company is
considered to assume or take subject to under Code §752), (3) allocations to such
Member, pursuant to Aniele W, of Company income and gain (or items thereof), and (iv)
to the extent not already netted out under clause (b)(B) below, the amount of any
Company liabilities assumed by the Member or which are secured by any Property
distributed to such Member; and decreased by (A) the amount of money distributed to
such Member, (B) the Fair Value of Property distributed to such Member (net of
liabilities secured by such distributed Property that such Member is considered to assume
or take subject to under Code §752). (C) allocations to such Member, pursuant to Article
DL. of Company loss and deductions (or items thereof), and (D) to the extent not already
netted out under clause (a)(2) above, the amount of any liabilities of the Member assumed
by the Company or which are secured by any Property contributed by such Member to the
Company.

(b) In the event any Membership Interest is Transferred in accordance with the
terms of this Agreement, the Transferee shall succeed to the Capital Account of the
Transferor to the extent it relates to the Transferred Membership Interest and the Capital
Account of each Transferee shall be increased and decreased in the manner set forth
above.

(c) In the event of ( i )  an Addit ional Contr ibut ion by an exist ing or an
additional Member of more than a de minims amount that results in a shift in Percentage
Interests, (ii) the Distribution by the Company to a Member of more than a De minims
amount of Property as consideration for an Interest or (iii) the liquidation of the Company
within the meaning of Treasury Regulation § 1.704-l(b)(2)(ii)(g), the book basis of the
Property shall be adjusted to Fair Value and the Capital Accounts of all the Members
shall be adjusted simultaneously to reflect the aggregate net adjustment to book basis as if
the Company recognized gain or loss equal to the amount of such aggregate net
adj vestment; provided, however, that the adjustments resulting from clause (i) or (ii) above
shall be made only if the Members determine that such adjustments are necessary or
appropriate to reflect the relative economic interests of the Members.

3.4 Capital Withdrawal Rights, interest and Priority. Except as expressly provided in this
Agreement, no Member shall be entitled lo withdraw or reduce such Member's Capital Account or to
receive any Distributions. No Member shall be entitled to demand or receive any Distribution in any form
other than in cash. No Member shall be entitled to receive or be credited with any interest on Lhe balance
in such Member's Capital Account at any time. Except as may be otherwise expressly provided herein.
no Member shall have any priority over any other Member as to the return of the balance in such
Member's Capital Account.

3.5 Loans. Any Member may make a loan to the Company in such amounts. rt such times
and on such terms and conditions as may be approved by a Majority in Interest. Loans by any Member to
the Company shall not be considered as contributions to the capital of the Company.
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4.4 Income, Losses and Distributive Shares of Tax Items. The Company's Income or
Loss, as the case may be, for each fiscal year of the Company, as dctcmlincd in accordance with such
method of accounting as may be adopted for the Company pursuant to Article Vl hereof, shall be
allocated ro the Members for both financial accounting and income tax purposes as set forth in this Article
LV. except as otherwise provide forhereinor unless allMembersagree otherwise.

4.2 Non-Liquidation Cash Distributions. The amount, if any, of Available Cash shall be
determined by the Board of Managers quarterly and shall be distributed to the Members within tony-five
(45) days following the end of each fiscal quarter in accordance with their respective Percentage interests.

4.3
order of priority:

4.1 Minimum Distribution to Pay Tax. On or before the date upon which Members are
required to make each payment of their federal estimated income taxes (assuming for this purposes that
are all Members are on a calendar year for federal income tax purposes), prior to making any Distributions
under Section 4-Z. the Company shall distribute to each Member an amount with respect to the period
covered by such require payment so that the aggregate amounts distributed to such Member during the
calendar year (excluding Distributions under this Section 4.1 with respect to January estimated tax
payments) equals the lesser of the following: (a) the Membcr's pro-rata Shane (based upon the Members'
relative amounts under the following clause (b)) of Available Cash: and (b) the product of the Member's
allocable share of the estimated net Income and Loss of the Company through the date of the Distribution
multiplied by the sum of (i) the highest marginal federal income tax rate applicable to any Member for
such peril, plus (ii) the highest state income tax rate applicable to any Member for such period in the
state where the Company earned the largest percentage of its state taxable income during such period.
The amount of any Distributions to a Member pursuant to this Section 4.1 shall be treated as an advance
against and shall be applied to reduce Distributions that such Member would otherwise be entitled to
retiive under this Agreement (in the order that such Distributions would be made).

(a) Income (other than from transactions in liquidation of the Company) for each
fiscal year shall be allocated at the end of such year among the Members in the following order of
priority:

4.5

(c) The remainder to the Members in accordance with and Lo the extent of their
respective Capital Account balances after taking into account the allocation of all Incomeor Loss
pursuantlo this Agreement for the fiscal year(s) in which the Company is liquidated.

(b) Next, to the setting up of such reserves as the Person required or authorized by
law to wind up the Company's atTains may reasonably deem necessary or appropriate for any
disputed. contingent or unforeseen liabilities or obligations of the Company, provided that any
such reserves shall be paid over by such Person to an independent escrow agent, to be held by
such agent or its successor for such period as such Person shall deem advisable for the purpose of
applying such reserves to the payment of such liabilities or obligations and. at the expiration of
such period, the balance of such reserves. it' any, shall be distributed as hereinafter provided.

(a) To the payment of debts and liabilities of the Company (including to Members to
the extentotherwise permitted by law) and the expenses of liquidation.

Allocation of Income and Loss.

Liquidation Distributions. Liquidation Proceeds shall be distributed in the following

ARTICLE Iv •  ALLOCATIONS AND DISTRIBUTIONS
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(i) To the Members. in an amount equal Lo the Loss allocated to such
Members pursuant to Section 4.4(b)(ii) (and not previously offset by Income allocated
pursuant to thisSection4.4(a)(il);

(ii) To the Members, in an amount equal to the [Joss allocated to such
Members pursuant to Section 4.4(bVii) (and not previously offset by Income allocated
pursuant to this Section 4.4(a)(i)l, among the Members in the proportion that each
Member's unoffsct Loss bears to the total aggregate unoffsct Loss of all Members; and

(iii) To the Members in accordance with their respective Percentage Interests.

(b) Loss (other than from transactions in liquidation of the Company) for each fiscal
year shall be allocated at the end of such year among the Members in the following order of
priority:

(i) To the Members whomac cash contributions, in an amount equal to the
aggregate cash contribuulonsmade (reduced by the amount of Loss previously allocated
to such Member for prior fiscal years pursuant to this Section 4.4(b)(i) and increasedby
the amount of Income allocated to such Members pursuant to Section 4.4(a)(ii) above),
among the Members in the propanion that each Mcmber's aggregate cash contributions
bears to the total aggregatecash contributions of all Members; and

(ii) To the Members in accordance with their respective Percentage Interests.

(c) Income from transactions in liquidation of the Company shall be allocated among
the Mcmbcm in the following order of priority:

(i) To the Members, in an amount equal to the Loss allocated to such
Members pursuant to Section 4.4(b)(ii) (and not previously offset by Income allocated
pursuant to §ec\ion 4.4(a)(i));

(ii) To the Members, in an amount equal to the Loss allocated to such
Members pursuant to Section 4.4(b)(i) (and not previously offset by Income allocated
pursuant to Section 4.4(al(iill, among the Members in the propanion that each Member's
unoffset Lossbears to the total aggregate unoffset Loss of all Members; and

(iii) To the Members in accordance with their respective Percentage Interests.

(d) Loss from transactions in liquidation of the Company shall be allocated among
the Members in the allowing order of priority:

(i) To those Members. if any, with positive Capital Account balances
(determinedprior to taking into account any Distributions pursuant to Section 4.2) in the
ratio that such positive balances bear to each other until all such Members' Capital
Account balances equal zero, then

(ii) The remainder to the Members in accordance with their respective
Percentage Interests.

4.6 Special Rules Regarding Allocation of Tax lens. Notwithstanding the foregoing
provisions of Article IV, the following special mies shall apply in allocating tax items of the Company :
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(a) Section 704(c) and Revaluation Allocations. In accordance with Code §704(c)
and the Treasury Regulations thereunder, income. gain, loss and deduction with respect to any
Property contributed to the capital of the Company shall. solely for tax purposes, be allocated
among the Members so as to take account of any variation between the adjusted basis of such
Property to the Company for federal income tux purposes and its Fair Value at the time of
contribution. In the event of a Revaluation. subsequent allocations of income, gain, loss and
deduction with respect to such Property shall take account of any variation between the adjusted
basis of such Property to the Company for federal income tax purposes and its Fair Value
immediately after the adjustment in the same manner as under Code §704(c) and the Treasury
Regulations thereunder. Any elections or other decisions relating to such allocations shall be
made by the Board of Managers in a manner that reasonably reflects the purpose and intention of
this Agreement. Allocations pursuant to this Section 4.5(a) are solely for income tax purposes
and shall not affect, or in any way be taken into account in computing, for book purposes, any
Member's Capital Account or share of Income or Loss. pursuant to any provision of this
Agreement.

(b) Minimum Gain Chargeback. Notwithstanding any other provision of this
Article IV, if there is a net decrease in Company Minimum Gain during a Company taxable year,
each Member shall be allocated items of income and gain for such year (and, if necessary, for
subsequent years) in an amount equal to that Mcmbcr's share of the net decrease in Company
Minimum Gain during such year (hereinaller referred to as the "Minimum Gain Chargeback
Requirement"). A Member's Shane of the net decrease in Company Minimum Gain is the amount
of the total decrease multiplied by the Member's percentage Shane of the Company Minimum
Gain at the end of the immediately preceding taxable year. A Mcmbcr is not subject to the
Minimum Gain Chargeback Requirement to the extent: (i) the Member's Shane of the net decrease
in Company Minimum Gain is caused by a guarantee. refinancing or other change in the debt
instrument causing it to become partially or wholly recourse debt or a Member Nonrecourse Debt,
and the Member bears the economic risk of loss for the newly guaranteed. retinaneed or otherwise
changed liability, (ii) the Mcmber contributes capital to the Company that is used to repay the
Nonrecourse Debt and the Member's share of the net decrease in Company Minimum Gain results
from the repayment, or (iii) the Minimum Gain Chargeback Requirement would cause a distortion
and the Commissioner of the Internal Revenue Service waives such requirement.

A Member's share of Company Minimum Gain shall be computed in accordance with
Treasury Regulation § 1.704-2(g) and as of the end al' any Company taxable year shall equal: (i)
the sum of the Nonrccoursc Deductions allocated to that Member up to that time and the
Distributions made to that Member up to that time of proceeds of a NonrecourseDebtallocable to
an increase of Company Minimum Gain, minus (ii) the sum of that Member's aggregate share of
rel decrease in Company Minimum Gain plus that Mcmber's aggregate share of decreases
resulting from rcvaluntions of Property subject to Nonrecourse Debts. In addition, a Member's
share of Company Minimum Gain shall be adjusted for the conversion of recourse and Member
Nonrecourse Debts into Nonreeoursc Debts in accordance with Treasury Regulation § 1.704-
2(g)(3). In computing the above, amounts allocated or distributed to the Member's predecessor in
interest shall be taken into account.

(c) Member Minimum Gain Chargeback. Notwithstanding any other provision of
this Article W other than Section 4.5(bl, if there is a net decrease in Member Minimum Gain
during a Company taxable year, eachMember who has a share of the MemberMinimum Gain
(determined under Treasury Regulation §704-2(i)(5) as of the beginning of the year) shall be
allocated items of income and gain forsuch year (and, if necessary. for subsequentyears) equal to
that Member's share of the net decrease in Member Minimum Gain. In accordance with Treasury
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Regulation § 1.704-2(i)(4), a Member is not subject to this Member Minimum GainChargeback
requirement to the extent the net decrease in MemberMinimum Gain arises because the liability
ceases lo be Member Nonrecourse Debt due to a conversion, refinancing or other change in the
debt instrument that causes it to be partially or wholly a Nonrecourse Debt. The amount that
would otherwise be subject to the MemberMinimum Gain Chargeback requirement is added to
the Member's share of Company MinimumGain.

(d) Qualified Income Offset. In the event any Member unexpectedly receives an
adjustment, allocation or Distribution described in Treasury Regulation § l.704~l(b)(2Xii)(d)(4),
(5) or (6) that causes or increases such Member's Adjusted Capital Account Deficit. items of
Company income and gain shall be specially allocate to such Member in an amount and manner
sufficient to eliminate such Adjusted Capital Account Deficit as quickly as possible. provided that
an allocaulon under this Section 4.5(dl shall be mac if and only to the extent such Member would
have an Adjusted Capital Account Deficit after all other allocations under this Article W have
been made.

(c) Curative Allocations. Any special allocations of items of income. gain.
deductionor loss pursuant toSections 4.5(b). (c). and (dlshallbe taken into account in computing
subsequent allocations of income and gain pursuant to this ArticleN , so that the net amount of

shall. to the extent possible, be equal to the net amount that would have been allocated to each
such Member pursuant to the provisions of this icicle IV if such adjustments, allocations or
Distributions hadnot occurrW.

any :rems so allocated and all other items allocated to each Member pursuant to this Article N

(D Loss Allocation Limitation. Notwithstanding the other provisions of this Article
_IL unless otherwise agreed to by all of the Members. noMember shall be allocated Loss in any
taxable year that would cause or increase an Adjusted Capital Account Deficit as of the end of
such taxable year.

(g) Share of Nonrecourse Liabilities. Solely for purposes of determining a
Member's proportionate share of the "excess nonnecnurse liabilities" of the Company within the
meaning of Treasury Regulation § 1.752-3(a)(3), each Member's interest in Company profits is
equal to such Member's respective Percentage Interest.

(h) Compliance with Treasury Regulations. The foregoing provisions of this
Section 4.5 arc intended to comply with Treasury Regulation §§ 1.704-i(h), 1.704-2 and 1.752- l
through 1.752-5, and shall be interpreted and applied in a manner consistent with such Treasury
Regulations. in the event it is determined by the Members that it is prudent or advisable to amend
this Agreement in order comply with such Treasury Regulations. the Board of Managers, upon
being so directed by the Members, is empowered to amend or modify this Agreement,
notwithstanding any other provision of this Agreement.

(i) General Allocation Provisions. Except as otherwise provided in this
Agreement, all items that are components of Income or Loss shall bedivided among the Members
in the same proportions as they share such Income or Loss,as the case may be, for the year. For
purposes of determining the Income,Loss or any other items for any period, income. Loss or any
such other items shall be determined on a daily, monthly or other basis. as determined by the
Board of Managers using any permissiblemethodunder Code §706 and the TreasuryRegulations
thereunder.
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4.7 Withholding of Distributions. Notwithstanding any other provision of this Agreement,
the Board of Managers (or any Person required or authorized by law to wind up the Company's affairs)
may suspend. reduce or otherwise restrict Distributions of  Available Cash and Liquidation Proceeds
when. in its sole opinion, such action is in the best interests of the Company.

4.8 No Priority. Except as may be otherwise expressly provided herein, no Member shall
have pr ior i ty over  any other Member as to Company capital,  income, gain, deduct ions. loss , or
Distributions.

4.9 Tax Withholding. Notwithstanding any other provision of this Agreement, the Board of
Managers is authorized to take any action that it determines to be necessary or appropriate to cause the
Company to comply with any withholding requirements established under any federal, state or local tax
law, including, without limitation, withholding on any Distribution to any Mcmbcr. For all purposes of
this Artic le IV, any amount withheld on any Distribuu'on and paid over to the appropriate governmental
body shall be treated as if such amount had in fact been distributed to the Member.

ARTICLE V- MANAGEMENT

5.1 Management. The business and affairs of the Company shall be managed by a Board of
Managers which initially shall consist of f ive (5) Managers. The Board of Managers shall have the power
to change the number of  Managers. Each Manager shall serve on the Board of  Managers until his
successor is duly elected or until his earlier death or resignation. A Manager need not be a Member of the
Company or a resident of  the State of Arizona. Except as expressly limited by law, the Articles or this
Agreement, the Property and the business of the Company shall be controlled and managed by the Board
of Managers. The Board of Managers shall have and is vested with all Powers and authorities, except as
expressly limited by law, the Articles, or this Agreement. to do or cause to be done any and all lawful
things for and in behalf  of  the Company, to exercise or cause to be exercised any or all of  its Powers.
privileges and franchises, and ro seek the effectuation of its objects and purposes.

5.2 E lec t ion  of  the Board  of  Managers .  G eorge Mar t inez ,  Samuel  J ones ,  R ic hard
Amrozowicz, Bill Robinson, and Brian Chameski ans hereby elected by the Members to serve as the
initial Managers. W ithin ninety (90) days of the Effective Date. the Initial Members and Spyglass agree
to replace either Richard Amrozowiez or Bill Robinson with a Manager the parties mutually agree upon.
Such Managers shall serve until the next annual meeting of  the Members or until their earlier death.
removal or resignation. All elections of Managers after the date hereof shall be held in accordance with
Section 5.11and Section 5.19 hereof.

5.3 Meetings  of  the Board of  Managers ; Place of  Meet ings . An annual meet ing of  the
Board of Managers shall be held immediately following the annual meeting of the Members required by
Section 5.17 hereof , at the place of  the annual meeting of  the Members. Meetings of  XM Board of
Managers also shall be held upon the call of the President or any three (3) of the Managers. Except for the
annual meeting of  the Board of  Managers, all meetings of  the Board of  Managers shall be held at the
principal off ice of the Company or at such other place. either within or without the State of Arizona, as
shall be designated by the Managers calling the meeting and stated in the notice of the meeting or in a
duly executed waiver of notice thereof. Managers may participate in a meeting of the Board of Managers
by means of  conference telephone equipment or  s imi lar  communicat ions  equipment whereby al l
Managers participating in the meeting can hear each other and participation in a meeting in this manner
shall constitute presence in Person at the meeting.

5.4 Quorum; Voting Requirement. At all meetings of the Board of Managers, a majority of
the number of Managers then serving shall constitute a quorum for the transaction of business. The act of
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a majority in number of the Managers present at any meeting of the Board of Managers at which a
quorum is present shall be the act of the Board of Managers.

5.5 Notice of Meeting. Notice of each meeting of the Board of Managers, stating the place,
day and hour of the meetingshall be given to each Manager at least three days before the day on which
the meeting is to be held. Notice of the annual meeting of the Board of Managers shall be given by the
President; all other notices of meetings of the Board of Managers shall be given by the Person(s) having
authority to call the meeting. "Notice" and "call" with respect to such meetings shall be deemed to be
synonymous.

5.6 Waiver of Notice. Whenever any notice is required to be given to any Manager under
the provisions of this Agreement. a waiver thereof in writing signedby such Manager, whether before or
after the time slated therein. shall be deemed equivalent ro the giving of such notice. Attendance of a
Manager at any meeting shall constitute a waiver of notice of such meeting except where a Manager
attends a meeting for the express purposes of objecting to the transaction of any business because the
meeting is not lawfully called or convened.

5.7 Action Without a Meeting. Any action that is required to be or may be taken ax a
meetingof the Board of Managers may be taken without a meetingif consents in writing, setting forth the
action so taken. are signed by a majority of the Managers. The consents shall have the same force and
effect as a unanimous vote at a meetingduly held.

5.8 Compensation of Managers. Managers shall not receive any compensation for their
services as such.unless approved by a Majority in Interest. Nothingherein contained shall be construed
to preclude any Manager from sewing the Company in any other capacity and receivingcompensation
therefor.

5.9 Authority of the Board of Managers. Notwithstanding any other provision of this
Agreement to the contrary. the Board of Managers shall be authorized to set (without obtaining the
affirmative vote, approval or consent of the Members) in connection with the following:

(a) Subject toSection 5. l0(a).Lhc approval of a mergeror consolidation with another
Person !

(b) Subject to Se ti n . c , sale, lease, exchange, or other disposition. other than
by mortgage, deed of trust, or pledge, of all, orsubstantially all, the Property, with or without the
goodwill of the Company;

(c) Determine. modify compromise or release the amount and character of the
conuibutions that a Member shall make as the consideration for the issuance of a Membership
Interest, or

(d) Determine the goals, policies, and strategic direction of the Company.

5.10 Mqior Decisions. Notwithstanding Section 5,9 or anything in this Agreement to the
contrary, the following actions shall require the consent of eighty percent (80%) of the Managers:

(a)

(b)

The approval of a merger or consolidation with another Person;

The voluntary Bankruptcy of the Company;
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(c) The sale, exchange or other disposition of dl or substantially all of die
Company's Property;

(d) The Transfer of a Majority in Interest or the implementation of any Drag Along
Rights;

(e)

(0

(s)

Any additional Capital Contributions of Members;

Any material changeto the scope of the Company'sbusiness orproduct lines;

Any dissolution.liquidation or termination ofthe Company;

(h) Any amendment to this Agreement or the Articles. except in accordance with
Section 2.5nr to updateSchedule A;

(i) Any issuance of additional Membership Interests, except pursuant to Section
3.2(b). Section 3.2(ciand Section 9.6(ai;

(j) Any borrowing of money.incurring of indeblcdnessor otherwisecommitting the
credit of\he Company ,

(k) Any Transfer of any Membership Interest, except for a Transfer pursuant to
Section 7.2(b); and

(l)
Member.

Any admission of new Members inly Me Company, including a Substitute

5.11 Designation ofOfficers.

(a) The officers of the Company shall be a Chief Executive Officer, a President, a
Chief Operating Officer and a Chic! Financial Officer. The initial officers of theCompany are as
follows:

Officer

Richard Amrozowicz

George Martinez

Samuel Jones

OfEcc

Grief Executive Officer

President

Chief Operating Officer/Secretary

The Board of Managers shall elect a President and Secretary at each annual meeting of the
Mcmbcrs. The Board of Managers then, or from time to time, may also elect one or more ofthe
other prescribed officers as it shall deem advisable, butneed not elect any officers other than a
President anda Secretary. The Boardof Managers may,if it desires. elect orappoint additional
officers and may funlteridentify or describe any one or more of the officers of the Company.

(b) The officers of the Company need not be members of the Board of Managers.
Any iwo (2) or more offices may be held by the same Person.

(c) An officer shall bedeemed qualified whensuchPersonentersuponthe duties of
the office to which suchPersonhas beenelected or appointed and furnishes any bond requiredby
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the Board of Managers; but the Board may also require such Person's winer acceptance and
promise faithfully to discharge the duties of such office.

5.12 Term of  Of f ice. Each of f icer of  the Company shall hold such Person's of f ice at the
pleasure of the Board of Managers or for such other period as the Board of Managers may specify at the
time of such Person's election or appointment, or until such Person's death. resignation or removal by the
Board of Managers, whichever First occurs. In any event,  each of f icer of  the Company who is  not
reelected or reappointed at the annual meeting of the Board of Managers next succeeding such Person's
election or appointment shall be deemed to have been removed by the Board of  Managers, unless the
Board of Managers provides otherwise at the time of such Person's election or appointment.

5.13 Removal. Any officer or agent elected or appointed by the Board of Managers, and any
employee, may be removed or discharged by the Board of Managers whenever in its judgment the best
interests of the Company would be served thereby, but such removal or discharge shall be without
prejudice to the contract rights. if any, of the Person so removed or discharged.

5.14 Salaries and Compensation. Thc Board of Managers shall establish a compensation and
bonus structure for all elected off icers of the Company, which shall be based upon objective targets and
goals of  the Company and shall be consistent with industry standards. The Board of  Managers shall
engage an independent compensation consultant with experience in developing executive compensation
programs to identify applicable industry standards. Salaries and compensation of all appointed agents and
employees of the Company may be hied, increased, or decreased by the Board of Managers, but until
action is taken with respect thereto by the Board of  Managers. the same may be f ixed, increased or
decreased by the Chief Executive Officer or by such other officer or officers as may be empowered by the
Board to do so.

5.15 Strategy Advisor.

(a) Appointment of Strategic Advisor. Spyglass may appoint an individual to serve
as a Strategic Advisor (the "Advisor") lo the Company. In the event the Advisor is removed by
the Board of Managers pursuant lo this Section 5. 14, Spyglass may appoint a new Advisor.

(b) Services. The Advisor shall (i) meet with the Board of Managers wieldy and
perform any duties assigned by the Board of  Managers, ( i i)  consult monthly with the Chief
Executive Off icer. and (iii) provide the Company with advisory and related services, including
but not limited to, assistance in business and strategic planning, corporate development. the
identif ication of strategic partners and capitalization matters (the °'Scrviccs°'). The Advisor shall
be permitted to, as reasonably necessary. utilize the Company's administrative staff in performing
the Services.

(c) Compensation.

( i ) Compensation. The Board of  Managers and the Advisor may mutually
agree on compensation which may be paid ro the Advisor in connection with the Services
and/or any additional services requested by the Board of Manager from time to time. Any
compensat ion payable to the Advisor  shal l  be memorial ized by wr i t ten agreement
executed by the Company and the Advisor.

( i i ) Reimbursement of Expenses. The Company shall reimburse the Advisor
each month, without prior approval, for reasonable expenses related ro mileage. postage,
fax, long-distance or cellular telephone charges and other reasonable expenses incurred or
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paid by the Advisor in connection with, or related to, the performance of the Services.
The Advisor shal l  submit  on a monthly bas is  to the Board of  Managers  i temized
statements, in a form reasonably satisfactory to the Board of Managers. of such expenses
incurred. The Company shall pay to the Advisor amounts shown on each such statement
within thirty (30) days after receipt thereof.

(iii) Benefits. The Advisor, in connection with the performance of the
Services hereunder, shall be covered by any applicable insurance the Company may
maintain. The Advisor shall not be entitled to any other benefits, coverage or privileges,
inc luding,  wi thout  l imitat ion, social security, unemployment, medical or pension
payments, made available to employees of the Company.

( iv) Taxes. All applicable taxes with respect ro the Advisor's performance of
the Services for the Company shall be the sole mqaonsibility of the Advisor.

(d) Independent Contractor Status. The Advisor shall perform all Services as an
independent contractor and not as an employee or agent of  the Company. The Advisor is  not
authorized to assume or create any obligation or responsibility. express or implied, on behalf of.
or in the name of, the Company or to bind the Company in any manner.

(e) . Before beginning any Services for the Company, the Advisor
shall agree in writing to be bound by the provisions of Section 9.1.

(f) Termination. Upon the Advisor's failure to perform the Services or other
requests by the Board of Managers, the Board of Managers may remove the Advisor upon thirty
(30) days written notice to the Advisor. In the event the Advisor is removed, the Company shall
reimburse the Advisor for all costs and expenses incurred by the Advisor through the effective
date of the removal upon receipt of a final il.emized statement in accordance with this Section
5.14.

5.16 Right  to Indemnif icat ion -  Manager  /  Oncer .  T he Company shal l  indemnif y each
Person who has been or is a party or is threatened lo be made a party lo any threatened, pending or
completed action, suit or proceeding, whether civil, criminal, administrative. investigative or appellate
(regardless of whether such action. suit or proceeding is by or in the right of  the Company or by third
parties) by reason of the fact that such Person is or was a Manager or officer of the Company, or is or was
serving at the request of the Company as a director, off icer or in any other comparable position of any
Othcr Enterprise against all liabilities and expenses. including, without limitation, judgments, amounts
paid in settlement, attorneys' fees, excise taxes or penalties, f ines and other expenses, actually and
reasonably incurred by such Person in connection with such action. suit or proceeding (including, without
limitation. the investigation, defense, settlement or appeal of such action, suit or proceeding); provided.
however, that the Company shall not be required to indemnify or advance expenses to any Person from or
on account of  such Person's conduct that was f inally adjudged to have been knowingly f raudulent.
deliberately dishonest or willful misconduct; provided, further, that the Company shall not be required to
indemnify or advance expenses to any Person in connection with an action, suit or proceeding initiated by
such Person unless the initiation of such action. suit or proceeding was authorized in advance by the
Board of Managers; provided, further, that a Manager or off icer shall be indemnif ied hereunder only for
those actions taken or omitted to be taken by such Manager or officer in the discharge of such Manager's
or of f icer's obligations for the management of  the business and af fairs of  the Company and that the
provisions of this Section 5.16 are not intended to extend indemnif ication to such Manager or off icer for
any obligations of such Manager or off icer undertaken in this Agreement in such Manager's or of iioer's
capacity as a Member. The termination of any action, suit or proceeding by judgment. order. settlement.
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conviction or under a plea of polo contendae or its equivalent, shall not, of itself, create a presumption
that such Person's conduct was finally adjudged to have been knowingly l'raudulent, deliberately
dishonest or willful misconduct.

5.17 Right to Indemnif ication - Member. The Company shall indemnify each Person who
has been or is a party or is threatened to be made a party to any threatened, pending or completed action,
suit or proceeding, whether c ivil,  cr iminal. administrative. investigative or appellate (regardless of
whether such action, suit or proceeding is by or in the right of the Company or by third parties) by reason
of the fact that such Person is nr was a Member of  the Company, against all liabilities and expenses,
including, without limitation, judgments, amounts pad in settlement, attorneys' fees, excise taxes or
penalties, f ines and other expenses, actually and reasonably incurred by such Person in connection with
such action. suit or proceeding (including, without limitation, the investigation. defense, settlement or
appeal of such action, suit or proceeding); provided, however, that the Company shall not be required to
indemnify or advance expenses to any Person from or on account of  such Person's conduct that was
f inal ly adjudged to have been knowingly f raudulent,  del iberately dishonest or wi l l f ul  misconduct;
provide, further, that the Company shall not be required to indemnify or advance expenses to any Person
in connection with an action, suit or proceeding initiated by such Person unless the initiation of  such
action, suit or proceeding was authorized in advance by the Board of Managers. The termination of any
action, suit or proceeding by judgment, order, settlement, conviction or under a plea of polo contenderen or
its equivalent, shall not, of itself, create a presumption that such Person's conduct was finally adjudged to
have been knowingly fraudulent, deliberately dishonest or willful misconduct.

5.18 Meetings of Members; Place of Meetings. An annual meeting of TM Members shall be
held on the f irst Tuesday in April of  each year. if  not a legal holiday. and if  a legal holiday. then on the
next secular day following, at 10:00 a.m. Central Standard Time. At each annual meeting of Members.
the Members shall elect Managers in the manner sex forth herein. Vacancies on the Board of Managers
may be f illed by an election held at any meeting of  Members. Each Manager shall be elected to serve
unt i l  the next  succeeding annual meet ing of  the Members  or  unt i l  h is  ear l ier  death.  removal.  or
resignation. The Managers shall be elected as follows:

(a) Spyglass shall, in its sole discretion. elect one (1) Manager;

The Initial Members and Spyglass shall mutually agree upon and elect one (l)(b)
Manager: and

(¢)
Interest.

Three (3) Managers shall be elected by an affirmative vote of a Majority in

Upon the death, removal, or resignation of any Manager, a replacement Manager shall be elected
in the same manner in which the former Manager was elected. Each replacement Manager shall agree in
writing to be bound by the terms of this Agreement as they relate to the Managers.

At the annual meeting, the Members may transact such other business as they may desire, whether
or not the same was spec if ied in the notice of  the meeting. Except as otherwise provided in this
Agreement, all other meetings of  the Members may be held for any purpose or purposes and may he
called by the Members holding not less than thirty percent (30%) of  the Percentage Interests. A l l
meetings of  the Meinbeis shall be held at the principal of f ice of  the Company or at such other place.
within or without the State of  Arizona, as shall be designated f rom time to time by the Members and
stated in the notice of  the meeting or in a duly executed waiver of  the notice thereof . Members may
participate in a meeting of the Members by means of conference telephone or similar communications
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equipment whereby all Members participating in the meeting can hear each other and participation in a
meeting in this manner shall constitute presence in person at the meeting.

5.19 Remove of  Managers. At a meeting called expressly for such purpose, one or more
Managers or the entire Board of Managers may be removed, with or without cause, by a vote of  the
holders of a Majority in Interest.

5.20 Quorum; Voting Requirement. The presence. in person or by proxy, of  a Majority in
Interest shall constitute a quorum for the transaction of business by the Members. If less than a Majority
in Interest are represented at a meeting, a majority of  the Membership Interests so represented may
adjourn the meeting to a specif ied date not longer than ninety (90) days after such adjournment, without
further notice. At such adjourned meeting at which a quorum shall be present or represented by proxy,
any business may be transacted that might have been transacted at the meeting as originally noticed. The
Mcmbcrs present nt a duly convened meeting may continue to transact business until adjournment,
notwithstanding the withdrawal of enough Members to constitute less than a quorum. Each Member shall
have the right to vote in accordance with such Member's Percentage Interest. 'Die aff irmative vote of a
Majority in Interest shall constitute a valid decis ion of  the Members. except where a larger vote is
required by the Act, the Articles or testis Agreement. At any time that no Person shall have the right to
vote or to participate in the management of the business and affairs of the Company with respect to a
particular Membership Interest, then the Percentage Interest represented by such Membership Interest
shall be disregarded for the purposes of  determining whether a quorum is  present at a meeting of
Members and in determining whether the requisite Percentage Interest necessary for a valid decision of
the Members has been obtained.

5.21 Proxies. At any meeting of the Members, every Member having the right to vote thereat
shall be entitled to vote in person or by proxy appoints by an instrument in writ ing s igned by such
Member and bearing a date not more than eleven (I l) months prior to such meeting.

5.22 Action Without Meeting. Any action required or permitted to be taken at any meeting
of the Members of the Company may be taken without a meeting if the action is evidenced by one or more
written consents setting forth the action to be taken and signed by u Majority in Interest entitled to vote.

5.23 Notice of Meetings. Notice stating the place, day, hour and the purpose for which the
meeting is called shall be given. not less than ten (10) days nor more than sixty (60) days before the date
of the meeting, by or oz the direction of the Members calling the meeting, to each Member entitled to vote
at such meeting. A Member's attendance at a meeting:

(a) Waives objection to lack of notice or defective notice of the meeting, unless such
Member. at the beginning of the meeting. objects to holding the meeting or uansacting business at
the meeting; and

(b) W aives objection to consideration of a particular matter at the meeting that is not
within the purpose or purposes described in the notice of meeting, unless such Member objects to
considering the matter when it is presented.

5.24 Waiver of Notice. When any notice is required to be given to any Member of the
Company hereunder, a waiver thereof in wr it ing signed by the Person entitled lo such notice, whether
before, it, or after the time stated therein, shall be equivalent to the giving of such notice.

5.25 Execution of Documents Flled with the Arizona Corporation Commission and
Waiver of Receipt al' Copy of Filed Documents. The Chief Executive Officer and any other Manager or
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officer of the Company authorized by the Boardof Managersshall be authorized to execute and file with
the Arizona Corporation Commission any document permitted or requiredby the Act. Such documents
shall be executed and tiled only after the Members or the Board of Managers have approvedor consented
to such action in the manner providedherein. The Members hereby waive any requirementunder the Act
of receiving a copy of any document filedwiththe Secretary of State of Arizona.

5.26 Voting by Certain Holders. In the case of a Member that is a corporation, its
Membership Interest may be voted by such officer. agent or proxy as the by-laws of such corporation may
prescribe. or. in the absence of such provision. as the board of directors of such corporation may
determine. In the case of a Member that is a general or limited partnership, its Membership Interest may
be voted. in person or by proxy, by such Person as is designated by such Member. In the case of a
Member that is another limited liability company, its Membership Interest may be voted. in person or by
proxy, hy such Person as is designated by the operating agreement of such other limited liability company,
or, in the absence of such designation, by such Person as is designate by the limited liability company.

5.27 Contracts with Members. Managers, or their Affiliates. No contract or transaction
between the Company and one of its Members or Managers or between the Company and any Person in
which one of its Members or Managers is a director or officer, or has a financial interest, shall be void or
voidable solely for this reason, or solely because such Member is present at or participates in any meeting
of the Members or the Board of Managers at which the contract or transaction is authorized, or solely
because such Member's or Manager's vote is counted for such purpose, if, in connection with any such
meeting of the Members, the material facts as to such Member's or Manager's relationship are known to
the Members and the Members holding a Majority in Interest held by those Members who are
disinterested with respect to such contract or transaction authorize such contract or transaction, even
though the disinterested Members be less than a quorum. or if. in connection with any such meeting of the
Board of Managers, the material facts as to such Member's or Manager's relationship are known to the
Board of Managers and the majority of the Managers who are disinterested with respect to such contract
or transaction authorize such contract or transaction, even though the disinterested Managers be less than
a quorum. Interested Members may be counted in determining the presence of a quorum at a meeting of
the Members at which the contract or transaction is authorized.

5.28 Other Business Ventures. Any Member or Manager may engage in, or possess an
interest in, other business ventures of every nature and description. independently or with others. whether
or not similar no or in competition with the business of the Company, and neither the Company nor the
Managers shall have any right by virtue of this Agreement in or to such other business ventures or to the
income or profits derived therefrom. Neither the Members nor the Managers shall be required to devote
all of their time or business efforts to the affairs of the Company. but shall devote so ntuch of their time
and attention to the Company as is reasonably necessary and advisable to manage the affairs of the
Company to the best advantage of the Company.

ARTICLE VI I ACCOUNTING AND BANK ACCOUNTS

6.1 Flss Year. The fiscal year and taxable year of the Company shall end on December 3 l

of each year, unless a different date is required by the Code.

6.2 Books and Records. At all times during the existence of the Company, the Company
shall cause to be maintained full and accurate books of account. which shall reflect all Company
transactions and be appropriate and adequate for the Companyls business. The books and records of the
Company shall be maintained at the principal office of the Company. Each Member (or such Membcr's
designated representative) shall have the right during ordinary business hours and upon reasonable notice
to inspect and copy (at such Member's own expense) all books and records of the Company.
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6.3 Financial Reports

(a) Commencing January I. 2012, within thirty (30) days after the end of each fiscal
month, there shall be prepared and delivered to each Member

a balance sheetas of the end of such monthand related financial
statements for the month then ended' and

(ii) otherpertinent information regarding the Company

(b) Within tony-five (45) days after the end of each fiscal quarter. there shall be
prepared and delivered to each Member

a balance sheet as of the endof such fiscal quarterand related
financial statements for the fiscal quarter then ended; and

(ii) other pertinent information regarding the Company

(c) Within seventy-five (75) days after the end of each fiscal year. there shall be
preparedand delivered to each Member

a balance sheet as of the end of such year and related financial statements
for the year then ended; and

(ii) otherpertinent information regardingthe Company

(d) Within seventy-five (75) days after the end of each Fiscal year. there shall be
prepared and delivered to each Member all information with respect to the Company necessary
for the preparation of the Members' Federal and state income tax returns

6.4 Tax Returns and Elections; Tax Matters Member. The Company shall cause to be
prepared and timely filed all Federal, state and local inconnc Lax returns or other returns or statements
required by applicable law. George Martinez is hereby designated as the Company's "Tax Matters
Mcmbcr,'° toserve with respect to the Company in the same capacity as a "tax matters partner" as defined
in the Code, and in such capacity is hereby authorized and empowered to act for and represent the
Company and each of the Members before the Internal Revenue Service

6.5 Section 754 Election. In the event a Distributionof Company assets occurs that satisfies
the provisions of Section 734 of the Code or in the event a Transfer of a Membership Interest occurs that
satisfies the provisions of Section 743 of the Code,upon thedetermination of the Board of Managers, the
Company shall elect. pursuant to Section 754 of the Code, to adjust thebasis of the Property to the extent
allowedby suchSections 734 or 743 and shall cause such adjustments tobe made and maintained

6.6 Bank Accounts. All funds of the Company shall be deposited in a separate bank, money
market or similar accounl(s) approved by the Board of Managers and in the Company's name

ARTICLE WI - TRANSFERS OF MEMBERSHIP INTERESTS AND EVENTS OF
WITHDRAWAL

7.1 General Restrictions. Except as expressly provided in this Agreement, no Member may
Transfer all or any part of such Member'sMembership Interest. Anypurported Transfer of a Membership
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Interest in violation of the terms of this Agreement shall be null and void and of no effect. A permitted
Transfer shall be effective as of the date specified in the instruments relating thereto. Any Transferee
desiring to make a further Transfershall become subject to all of the provisions of this Article VII to the
same extent and in the same manner as any Memberdesiring tomake any Transfer.

1.2 Permitted Transfers.

(a) Subject to §gciiQg_§,1_QQ<_) and Section 7.9.  each Member (a "Transferor") shall
have the right  to Transfer (but  not  xo subst i tute the assignee as a Subst i tute Member in such
Mcmbcr's place, except in accordance with Section 7.3).  by a writ ten instrument,  al l  or any pan
of  sum Member 's  Membership In teres t ,  prov ided that  t he Trans fer  would not  resul t  in  the
" t e rm inat i on"  o f  t he  Company  purs uant  t o  Sec t i on  708 o f  t he  Code. A ny  as s ignee o f  a
Membership Interest as allowed by this Section 7.2 who does not become a Substitute Member as
prov ided in Section 7.3 (a "T rans f ac c ") shal l  not  be a Member and shal l  not  have any right  to
vote as a Member or to participate in the management of the business and affairs of the Company,
such right to vote such Membership interest and to participate in the management of the business
and af fairs  of  the Company cont inuing with the Transferor.  The Transferee shal l ,  however.  be
ent i t led to Dis t r ibut ions  and al locat ions  of  the Company ,  as  prov ided in A r t i c l e  W of  th is
Agreement,  at t ributable to the Membership interest  that  is  the subject  of  the Transfer to such
Transferee.

(b) Each Member who is a natural Person shall have the right to Transfer from time
to t ime al l  or any port ion of the Membership interests owned by him or her to (i) any revocable
t rust  voluntari ly  establ ished by him or her primari ly  for his  or her benef i t  or the benef i t  of  an
Immediate Family (as hereinafter defined) member and for which the Transferring Member is the
trustee; (i i) any l imited partnership in which the Transfming Member is a general partner and all

o t her  pa r t ne rs  a re  mmbc rs  o f  t he  Membc r ' s  I mmed i a t e  Fam i l y ;  o r  ( i i i )  a  member  o f  t he
Member 's  Immediate Fami ly .  For purposes  of  th is sec t ion 7.2(b),  "immediate _Family" shall
mean any Member's child, stepchild. grandchild. parent, stepparent. grandparent. spouse. sibling,
mnthcr-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law. or s is ter-in-law. and
shall include adoptive relationships. Transfers made pursuant to this Section 7.2(h) shall not be
subject to Section 7.9.

7.3 Substitute Members. No ass ignee of  al l  or pan of  a Member's  Membership Interes t
shall become a Member in place of the Transferor (a "Substitute Mcmbcr'°) unless and until:

(a)
assignment,

T he  T rans f e ro r  ( i f  l i v i ng)  has  s t a t ed  s uc h  i n t en t i on  i n  t he  i ns t rum en t  o f

(b ) The Transferee has executed an instrument accepting and adopting the terms and
provisions of this Agreement;

(c ) The Transferor or Transferee has paid all reasonable expenses of the Company in
connection with the admission of the Transfers as a Substitute Member: and

(d ) Subjcc t  to Sec t ion 5. l0( l ) , t he  B oard  o f Managers i n  i t s  so le and absolute
discretion, shall have consented in writing to such Transferee becoming a Substitute Member.

Upon satisfaction of all of the foregoing conditions with respect to a Transferee, the Board of
Managers shall cause this Agreement to be duly amended to reflect the admission of the Transferee as a
Substitute Member.
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7.4 Effect of Admission as a Substitute Member. Unless and until admitted as a Substitute
Member pursuant to Section 7.3, a Transferee of a Membership Interest shall not be entitled to exercise
any rights of a Member in the Company, including the right to vote, grant approvals or give consents with
respect lo such Membership Interest, the right to require any information or accounting of the Company's
business or the right to inspect the Company's books and records, but a Transferee shall only be entitled
to receive, to the extent of the Membership Interest Transferred to such Transferee, the Distributions to
which the Transferor would be entitled. A Transferee who has become a Substitute Member has. to the
extent of the Membership Interest Transferred to such Transferee. all the rights and Powers of the Member
for whom such Transferee is substituted and is subject to the restrictions and liabilities of a Member under
this Agreement and the Act. Upon admission of a Transferee as a Substitute Member, the Transferor shall
cease to be a Member of the Company to the extent of such Membership interest. A Person shall not
cease to be a Member upon assignment of all of such Member's Mcmbcrship Interest unless and until the
Transferee becomes a Substitute Member.

7.5 Additional Members and Membership Interests. Subject to Section 5.l0(i) and
Section 5.l0(l), additional Members may be admitted to the Company and
Interests may be issued only upon the consent of the Board of Managers or pursuant to Section 3.2(b) or

. Whenever any additional Member is admitted to the Company or any additional
Membership Interest is issued in accordance with this Section 7.5. the Board of Managers shall cause
Schedule A to this Agrcemcnt tobe amended to reflect any adiustmcnt in the Percentage interests of the
Members.

additional I/iembership

7.6 Redemption of Membership Interests. Any Membership Interest may be redeemed by
the Company, by purchaseor otherwise, upon the consent of the holder of such Membership Interest and
the Board of Managers. Wheneverany Membership Interest is nedecmed by the Company in accordance
with this §_ectjon 7.6, the Board of Managers shall cause Schedule A.to this Agreement lo be amendedxo
reflect any adjustment in the Percentage Interests of the Members.

7.7 Withdrawal of Member.

(a) Covenant Not to Withdraw or Dissolve. Notwithstanding any provision of the
Act. each Member recognizes that the Members have entered into this Agreement based on their
mutual expectation that all Members will continue as Members and carry out the duties and
obligations undertaken by them hereunder and that, except as otherwise expressly required or
permitted hereby, each Member hereby covenants and agrees not to (i) take any action to file a
certificate of dissolution or its equivalent with respect to itself, (ii) take any action that would
cause a Bankruptcy filing of such Member, (iii) voluntarily withdraw or attempt to withdraw from
the Company, (iv) exercise any power under the Act to dissolve the Company, (v) petition for
judicial dissolution of the Company or (vi) demand it return of such Membcr's contributions or
profits without the unanimous consent of the Members (collectively hereinafter referred to as an
"Event of Withdrawal"). Except as provided in Section 8.1 of this Agreement, upon the
occurrence of an Event of Withdrawal, the Company shall not be dissolved.

(b) Consequences of Wlthdrawd. If a Member attempts to take any action in
breach ofSection 7.7(a)hereof, such Member (the"Breaching McmbQr") shall immediately cease
to be a Member and shall have no further power to act for or bind the Company and Breaching
Member shall be liable in damages, without requirement of a prior accounting, to the Company
for all costs and liabilities that theCompany or any Membermay incur as a result of such breach.
In addition:
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(i) The Company shall have no obligation to pay the Breaching Member his
contributions, capital or Income, but may, by notice to the Breaching Member within
thirty (30) days of its withdrawal, elect to make Breach Payments (as hereinafter defined)
in complete satisfaction of the Breaching Member's Membership Interest;

(ii) If the Company does not elect to make Breach Payments, the Company
shal l  t reat  the Breaching Member as  i f  h e wer e an unadmitted assignee of the
Membership Interest of the Bneaching Member and shal l  make Distributions to the
Breaching Member only of  those amounts otherwise payable with respect to such
Membership Interest hereunder:

( i i i ) The Company may apply any Distributions otherwise payable with
respect to such Membership (including Breach Payments) to satisfy any claims it may
have against the Breaching Member; and

( iv) The Breaching Member shall continue lo be liable to the Company for
any unpaid Capital Cone-ibuxions required hereunder with respect to such Membership
Interest.

(v) Notwithstanding anything to the contrary hereinabove provided, unless
the Company has  elec ted to make Breach Payments  to the Brcaching Member in
satisfaction of his Membership Interest, the Company may offer and sell (on any terms
that are not manifestly unreasonable) the Membership Interest of the Breaching Member
to any other Members or other Persons on the Breaching Member's behalf, provided that
any Person acquiring such Membership Interest becomes a Member with respect to such
Membership Interest and agrees to perform the duties and obligations imposed by this
Agreement on the Breaching Member.

(c) Breach Payments. For purposes hereof . Breach Payments (as def ined below)
shall be made in four (4) installments, each equal to one-fourth (l/4"') of the Breach Amount (as
def ined below), payable on the next four (4) consecutive anniversaries of  the breach by the
Breaching Member. with simple interest accrued from the dale of such breach through the date
each such installment is paid on the unpaid balance of such Breach Amount at percent (5%) per
annum (each, a "Breach Payment"). The Breach Amount shall be an amount equal to the greater
of $1.00 or one-half  the Net Equity of the Breaching Member's Membership Interest on the day
of such breach. The °°Net Equitv" of a Member's Membership Interest shall be the amount that
would be distributed to such Member in liquidation if  the Company sold all of its Properties for
their net Fair Valuc. Net Equity shall be determined, without audit or ccniNcation. from the books
and records of  the Company by the accountants regularly employed by the Company. The Net
Equity determination of such accountants shall be f inal and binding in the absence of a showing
of gross negligence or willful misconduct. The Company may, at its sole election, prepay all or
any portion of the Breach Payments or interest accrued thereon at anytime without penalty.

(d) No Bonding. Notwithstanding anything to the contrary in the Act, the Company
shall not be obligated to secure the value of  the Breaching Member's Membership Interest by
bond or otherwise; provided, however that if  a coin of competent jurisdiction determines that. in
order to continue the business of the Company such value must be so secured, the Company may
provide such security. If  the Company provides such security. the Breaching Member shall not
have any right to participate in Company Income or Distributions during the term of the breach or
to receive any interest on the value of such Membership Interest.
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(e) Permitted Withdrawal. A "Pennined Withdrawal" of a Member, as that term is
used in this Agreement, shall mean the death, mental incapacity, or disability of a Member. The
terms "mental incapacity" and "disability" shall have the following meanings:

(i) shall mean the entry of an order by a court of
competent jurisdiction adjudicating the Member mentally incapacitated to manage his
Person or estate or written ccnificates from two (2) physicians, each certifying that the
physician has examined the Member and has concluded that the Member has become
unable to act rationally and prudently inhis own financial best interest. Each cenihcatc
must be duly executed, witnessed and acknowledged. Should aMemberdispute anynon-
judicial determination of mental incapacity, such determination shall be made through a
court proceeding.

(ii) "Disability" of a Member means that the Member, because of a physical
or mental disability, is unable lo perform his customary duties as a Member (nr is unable
to engage in any substantial gainful activity) for an indefinite period.

7.8 Transfer of Membership Interests upon a Permitted Withdrawal.

(a) Upon a Pemtitted Withdrawal of a Mcmbcr. the Company may purchase such
Member's Membership Interest for an amount equal to the sum of (i) any positive balance of the
withdrawing Member's Capital Account and his proportionate share of accrued and undistributed
net income or loss of the Company to the dare of the Member's withdrawal from the Company
and (ii) the Fair Market Value (as defined below) of the Company multiplied by the withdrawing
Member's Percentage interest. Within think (30) days of a Permitted Withdrawal of a Member.
the certified public accountants then employed by the Company shall propose a Fair Market
Value of the Company consistent with Section 7.8(h), below. If, within ten (10) days of receiving
written notice of such valuation by the Company's accountants, the withdrawing Member (or the
personal representative or successor in interest of the withdrawing Member, whichever the case
may be) objects in writing delivered to the accountants. then the Fair Market Value of the
Company shall be determined by both the withdrawing Member (or the personal representative or
successor in interest of the withdrawing Member, whichever the case may be) and the Company
each selecting a disinterested, qualified appeaser familiar with valuation of commercial
businesses to appraise the value of the Company. and the average of the two (2) closest valuations
(i.e. that of each appraiser and the Company accountants) shall be considered the Fair Market
Value of the Company. The Company and withdrawing Member shall select their appraiser
within ten (10) days the objection to the Fair Market Value of the Company accountants, and such
chosen appraisers shall make and submit to the Company accountants their valuation within sixty
(60) days of their appointment. If the withdrawing Member (or the personal representative or
successor in interest of the withdrawing Member, whichever the case may be) does not select an
appraiser within such ten (IU) day time period, the Member shall lose the right to submit such an
appraise valuation and the Fair Market Value shall be determined by an average of any timely
appraisal and the value as determined by the Company accountants.

(b) As used in this Section 7.8, "Fair Market Value" shall mean the price at which a
withdrawing Member's Membership Interest could be sold in a bona tide arms-length transaction
to an unrelated third party provided that neither the Sella nor the purchaser axe under any undue
constraints or pressure to buy or sell the withdrawing Member's Membership Interest. Fair
Market Value shall be determined based on an assessment of the business as an ongoing concern,
taldng into consideration both the assets and liabilities of the Company. Liabilities shall include
for this purpose, but are not limited to, loans by Members to the Company and all unpaid interest
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thereon, and shall further assume the Company is obligated to distribute and pay, if not first paid
and distributed to each Member, their respective share of accrued and undistributed net income
and any positive balance in the Capital Account for each Member.

(c) If the Company declines to purchase the withdrawing Member's Membership
Interest, the Company shall be continued, and the personal representativeor successor in interest
of the withdrawingMember (whichever the case may be) shall take the Membership Interest of
the withdrawingMember, subject to all the terms and conditions of this Agreement, and shall he
admitted as a Member in the Company in place of the withdrawing Member,provided that he or
she adopts and agrees to be bound by this Agreement, as though he or she was an original party
hereto.

1.9 Right of First Refusal on Transfer of Membership Interests.

(a) If a Member receives from or otherwise negotiates with a third party in a private
transaction a bona Ede offer mo purchase any or all of the Membership Interest owned or held by
such Member (a "Third Party Offer") and such Member intends to pursue a Transfer of such
Membership Interest to such third party, such Member shall provide to the Company written
notice of such Third Party Offer (a "Third Pony_Offer Notice"). 'the Third Party Offer Notice
shall identify the third party making the Third Party Offer, the Membership Interest subject to the
Offer, the price at which a sale is proposed to be made (the 'Third Partv Offer Price") and all
other material terms and conditions of the Third Party Offer.

(b) The receipt of a Third Party Offer Notice by the Company from a Member shall
constitute an offer (the "Company Off;"') ro sell to the Company the Membership Interest subject
to the Third Party Offer at the Third Party Offer Price. Such offer shall be irrevocable for thirty
(30) days after receipt of such Third Party Offer Notice by the Company. During such thirty (30)
day period, the Company shall have the right to accept the Company Offer as to all al' the
Membership Interest by giving a written notice of acceptance to the Member prior to the
expiration of such think (30) day period. If the Company does not give its notice of acceptance
within the thirty (30) day period. it shall be deemed to have rejected the Company offer.

(c) If the Company accepts the Company offer, it shall purchase and pay for the
applicable Membership Interest within a thirty (30) day period following acceptance of the
Company Offer;provided that if the purchase and sale of such Membership Interest is subject to
any prior regulatory approval, the time period during which such purchase and sale may be
consummated shall be extended until the expiration of five (5) business days after all such
approvals shall havebeen received.

(d) Upon the full or partial rejection or deemed rejection of the Company Offer by
the Company or the failure to obtain any required consent for the purchase of the Membership
Interest subject thereto within sixty (60) days of the Company's acceptance of the Company offer.
the Member shall have the right to Transfer the Membership Interest in accordance with this
Article VII by entering into an agreement with the third party making the Third Party Offer for
the sale of any or all of' the Membership Interest subject to the Third Party Offer at a price not less
than the price indicated in the Third Pony Offer; provided that such third party shall have agree
in writing, in form and substance acceptable to the Company, to be hound by all of the terms.
conditions. restrictions, and options of this Section 7.9, including the Company's right of first
refusal under this Section 7.9, as if such Person were a "Member" solely for purposes of this
Section 7.9, and the Transfer to such third party is not in violation of applicable federal or state
securities laws. The Member shall have thirty (30) days from the execution of such agreement to
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consummate the sale; provided that if the purchase and sale of such Membership Interest is
subject to any prior regulatory approval, the time period during which such purchase and sale may
be consummated shall be extended until the expiration of live (5) business days after all such
approvals shall have been received; provided further that such time period shall not exceed one
hundred twenty (120) days without the consent of the Company. If the Member does not
consummate the sale of any Membership Interest subject to the Third Party Offer in accordance
with the foregoing time limitations. theMember thereafter may not sell any Membership Interest
without repeating the foregoing procedures.

1.10 Drag Along/Tag Along Rights.

(H) Drag Along Rights.

(i) Subject to the provisions set forth in this Article VII and Section 5.l0(d).
if Members owning a majority of the Percentage Interests in the Company (such majority
of Percentage Interests, the "M_ajority Membership Interest") agree to Transfer all of their
Majority Membership Interest to a bona fide third puny purchaser, then the remaining
Members shall be required to sell their entire Percentage Interests (such minority of
Percentage Interests, the "Minority Membership Interest") in accordance with the
provisions of this Section '7.l0(a). unless otherwise waived by the Members owning the
Majority Membership Interest (the "Drag Alone Rights").re

( i i ) Notwiths tanding the provis ions  of  this  Sect ion. no sale of  Minor i ty
Membership Interest shal l  be required unless ' (a)  the cons iderat ion paid for  each
increment of  Minority Membership Interest and Majority Membership Interest is  the
same, (b) the terms and conditions of such Transfer are the same for all selling Members,
and (c) if  all or any portion of the purchase price for Minority Membership Interest and
Majority Membership Interest consists of Property or other non-cash consideration, such
Property or other non-cash consideration shall be allocated among all of  the Members
selling their Membership Interests pro rata in accordance with the Membership Interests.
based on Percentage lntcresr.

( i i i ) The Company shall provide written notice to the Members owning the
Minority Membership Interest setting forth the consideration to be paid for the Minority
Mculbcrship lulcrust and the material lcrlus al' the salt: within wit ( IU) business days ufler
the exercise of the Drug Along Rights pursuant to this Section 7.l0(al..

( iv) The closing of a sale pursuant to this Section 7.l0(a) shall take place at
such time and place as the Members owning the Majority Membership Interest shall
specify in reasonable notice to each Member owning a Minority Membership Interest. At
the closing of any sale pursuant to this Section 7. l0(a). each Member owning a Minority
Membership Interest shall deliver such documents as the Members owning the Majority
Membership Interes t  t r igger ing the Drag Along Rights  may reasonably request to
Transfer the Membership Interests to be sold by the Members against delivery al' the
applicable consideration. The Members owning the Minority Membership Interest shall
receive the applicable consideration of the Membership Interests Transferred by the the
Members owning the Majority Membership Interest pursuant to the sale (after deduction
of the proportionate share of (a) the expenses associated with such sale that are paid by
the Company or the Majority Membership Interest in connection with such sale. (b)
amounts paid into escrow or held back. in the reasonable determination of the Board of
Managers, for indemnification or post-closing expenses and (c) amounts subject to post-
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closing purchase price adjustments) concurrently with the receipt of such consideration
by the Members owning the Majority Membership Interest. It is understood and agreed
that no holder of Membership Interests shall have any liability to any other holder of
Membership Interests arising from, relating to or in connection with any proposed sale in
which Drag-Along Rights are triggered (except to the extent such holder shall have failed
to comply with the provisions of this S9.¢.ti0n 7.l0(a)).

(b) Tag Along Rights.

( i ) Notwiths tanding anything in th is  Agreement to the contrary,  i f  the
Members owning the Majority Membership Interest desire to Transfer such Majority
Membership Interest. and either the Drag Along Rights do not apply or are not exercised
by the Major ity Membership Interest,  then, before consummating the Transfer, the
Members owning the Majority Membership Interest shall be obligated. as a condition to
the Transfer. to give a notice to the Members (a. "Tab Alon: Note¢;£" )  owning the
Minority Membership Interest specifying the material terms of  the proposed sale (the
"Tag Alone Rights").

( i i ) The Members owing the Minority Membership Interest shall have the
right for a period of ten (10) days from receipt of the Tag Along Notice to give notice ro
the Members owning the Majority Membership Interest of  their election to sell their
Minority Membership Interest on the same terms and conditions on which the Majority
Membership Interest is being purchased. Each such Member owning the Minor i ty
Membership Interest shall be entitled to sell in such proposed Transfer, at the same price
and on the same terms. its pro rata share in accordance with Percentage Interest of the
Membership Interests to be sold in such proposed Transfer. Each Member shall pay its
pro rata share of the transaction expenses associated with such Transfer. In the event that
any such Member holding the Minority Membership Interest objects to the terms of any
such Transfer, such Member's r ights under this Section 7.ID(b) shall automatically
terminate with respect to such Transfer (but not any subsequent Transfers). This Section
7. lQ(b) shall not apply to any Transfer otherwise permitted under Section 7.2(b).

7.11 Pre-Emptive Right.

(a) The Company hereby grams each Member (each, a "Pre-Emptive Mcmber") the
right to purchase. pro rata in accordance with its Percentage Interests. its portion of  any new
Membership Interests (other than (i) Membership Interests issued to the Members in accordance
with Section 3.2(b) and Section 3.2(c). (ii) any Membership Interests Transferred in accordance
with this Art ic le VII . (iii) the purchase by Sunsweet Growers Inc. in accordance with Section
9.6(a) and the associated pre-emptive right afforded to Spyglass, or (iv) Membership Interests
issued in accordance with the Membership Interest Incentive Plan) ("New Securities") that the
Company may from time to time issue or sell to any Person.

(b) The Company shall give written notice (an "Issuance Notice") of  any proposed
issuance or sale of  New Equity Securit ies described in Section 7.1 l(a) to the Pre-Emptive
Members within five (5) business days following any meeting of the Board of Managers at which
such issuance or sale is approved. The Issuance Notice shall, if applicable, be accompanied by a
winer offer from any prospective purchaser seeking to purchase New F.quity Securities and shall
set forth the material terms and conditions of the proposed issuance. including:

svn-20424174 27

SHADOW005765



(i) the number and description of the New Equity Securities proposed tobe

issued and the percentage of the Company's outstanding Membership Interests such
issuance would represent,

(ii) the proposed issuance date, which shall be al least twenty (20) business
days from the dale of the Issuance Notice; and

(iii) the proposed purchase price per New Equity Security.

(c) Each Pre-Emplive Member shall for a period of fifteen (15) business days
following the receipt of the Issuance Notice (the "Exerdsc Period") have the right to elect
irrevocably to purchase its pm rataportionof the Ncw Equity Securities at the purchase price set
forth in the Issuance Notice by delivery of a written notice to the Company. The closing of any
purchase by an Pre-Emptive Membershall be consummated concurrently with the consummator
of the issuanceor sale described in the Issuance Notice.

(d) If any Pre-Emptive Member fails to purchase its full allotment of New Equity
Securities within the time period described in Section 7.ll(c), the Company shall be free to
complete the proposed issuance or sale of New Equity Securities described in the Issuance Notice
with respect to which Pre-Emptive members failed to exercise theoption set forth in this Section
'LLL on terms no less favorable to the Company than those set forth in the Issuance Notice (except
that the amount of the New F.quity Securities to be issued or sold by the Company may be
reduced); provided, that (i) such issuance or sale is closed within think (30) business days after
the expiration of the Exercise Period and (ii) for the avoidance of doubt. the price at which the
New Equity Securities are sold is at least equal to or higher than the purchase price described in
the Issuance Notice. In the event the Company shall not thereafter issue or sell any New Equity
Securities without first again offering such New Fruity Securities to the Members in necordanee
with the procedures set forth in thisSection 7.1 l.

Upon the issuance of any New Equity Securities, such New Equity Securities
shall be issued free and clear of any liens (other than those arising hereunder and those
attributable to purchasers thereof), the Company shall so represent and warrant to the purchasers
thereof, and further represent and warrant to such purchasers that such New Equity Securities
shall be upon issuance thereof to the Exercising Members and after payment therefor, duly
authorized. validly issued, fully paid and non-assessable. Each Exercising Member shall deliver
to the Company thepurchase price for the New Equity Securities purchased by it by certified or
bank check or wire transfer of immediately available funds. Each party to the purchase and sale
of New Equity Securities shall take all such other actions as may be reasonably necessary to
consummate the purchase and sale including, without limitation, entering into such additional
agreements as may be necessary or appropriate.

(8)

ARTICLE am l DISSOLUTION AND TERMINATION

8.1 Events Causing Dissolution. The Company shall be dissolved upon the Erst to occur of
the following events:

(a)

(b)

(c)

The expiration of the termof the Company. as set forth in the Articles.

The written consent of all Members.

An Eventof Withdrawal withrespect to the sole remainingMember.
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(d) Subject toSection 5. 10(2), the approval of the Board of Managers.

(e) Upon the entry of a decree of dissolution with respect to the Company by a court
of competent jurisdiction.

( 0
the Act.

When the Company is not the surviving entity in a merger or consolidation under

8.2 Effect of  Dissolution. Except with respect lo the occurrence of  an event referred to in
Section 8.i{h, and except as otherwise provided in this Agreement. upon the dissolution of the Company,
the Board of Managers shall take such actions as may be required pursuant to the Act and shall proceed to
wind up, liquidate and terminate the business and af fairs of  the Company. in connection with such
winding up, the Board of Managers shall have the authority to liquidate and reduce to cash (to the extent
necessary or appropriate) the assets of the Company as promptly as is consistent with obtaining Fair Value
therefor, to apply and distribute the proceeds of such liquidation and any remaining assets in accordance
with the provisions of action 8.3, and to do any and all acts and things authorized by, and in accordance
with, the Act and other applicable laws for the purpose of winding up and liquidation.

8.3 Application of Proceeds. Upon dissolut ion and l iquidau'on of the Company, the
Propmies of the Company shall be applied and distributed in the order of priority set forth in Section 4.2.

ARTICLE ix ADDITIONAL COVENANTS

9.1 Covenant Not to Disclose Confidential Information.

(a) No Member or Manager, except with the prior written consent of the Board of
Managers, shall directly or indirectly disclose or permit disclosure to any unauthorized Persons.
or use for his, her or its own account or for the benefit of any third party, any Confidential
Information (as deaned herein), whether or not such information is embodied in writing or other
physical form or is retained in the memory of such Member or Manager.

(b) Each Member or Manager further agrees to deliver to the Company, at any time
the Company may request, all documents, memoranda. notes, plans. records, reports and other
documentation. models, components, devices or computer sohwane. whether embodied in a disk
or in other form (and all copies of all of the foregoing), that contain Confidential information and
any other Conf idential Information that the Member or Manager may then possess or have under
his, her or its control.

(c) Each Member and Manager further agrees to at all times (i) keep all Confidential
Information strictly conf idential. (ii) hold all Conf idential information in trust for the benef it of
the Company, (iii) take all reasonable measures to protect the secrecy of and avoid disclosure or
use of any Conf idential Information in order to prevent it f rom falling into the public domain or
the possession of third parties, and (iv) notify the Board of Managers in writing of any actual or
suspected misuse, misappropriation or unauthorized disclosure of Conlidendal Information which
may come to such Member's or Manager's attention.

(d) Each Member and Manager agree that the Confidential information shall only be
used for the sole her clit al' the Company and that such Confidential Information shall not be use
for any purpose which may create competition with the Company.
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(e) Each Member and Manager has carefully read and considered the provisions of
this Section 9.1. and having done so. agrees that damages alone may no! be adequate protection
for Company in the event of a breach or threatened breach or violation of this Section. As such.
each Member and Manager agrees that the Company shall, in addition thereto, be entitled to an
injunction restraining such breach or violation by such Member or Manager, and, such injunctive
remedy shall not be in limitation of, but in addition to, any other remedies authorized by law for
the breach or threntenW breach of this Section, including the recovery of monetary damages.

(f) For purposes of this Agreement, "Confidential Information" shall mean

any of the following information of the Company or any subsidiary: (i) any and all trade

secrets concerning the business and affairs, product specifications. data, technical

information, know-how, formulae, compositions, processes, designs, sketches,
photographs, graphs, drawings, blue prints, samples, inventions (whether patentable or

not) and ideas, past, current and planned research and development, past, current and

planned manufacturing or distribution methods and processes, customer lists (past,

current or targeted), past, current and anticipated customer requirements, price lists and

pricing history, market studies, business plans, computer software and programs

(including object code and source code), database technologies, systems, structures,

architectural processes, improvements, devices, discoveries, concepts, methods and any
other information, however documented,of the Company or any subsidiary that is a trade

secret; (ii) any and all information concerning the business and affairs of the Company or

any subsidiary (which includes historical financial statements, financial projections, tax

returns, accountants' material, financial budgets, historical, current and projected sales,

capital spending budgets and plans, business plans, past, current and targets client and

customer lists, client and customer files, the names and backgrounds of key personnel,

contractors, agents, suppliers and potential suppliers, and personnel training, techniques
and materials, and purchasing methods and techniques, however documented); (iii) all

contractual arrangements or corporate or other business opportunities involving the

Company or any subsidiary; (iv) any and all original works of authorship fixed in any

tangible medium of expression which is the subject matter of copyright (such as

videotapes. written presentations on acquisitions, computer programs, drawings, maps,

architectural renditions, models, manuals, brochures or the like) relating to the business.

products or services of the Company; (v) any United States or foreign applications for

patents. copyrights. service marks, trademarks, inventor's certificates or other intellectual

property rights that may be filed with respect to any pan of the foregoing, including
divisions, continuations, continuations-in-part, reissues and/or extensions thereof, and

applications for registration of such inventions, works, names and marks; and (vi) any and

all data, notes, analysis, compilations, studies, summaries and other material containing or

based, in whole or in pan, upon any information included in the foregoing; provided,

however, the term "Confidential kiformation" does not include such portions of any of

the foregoing which (l) is or becomes generally available to the public other than as a
result of disclosure by a Manager or Member or its representatives in breach of this

Agreement. (2) was a lready in  possession of  the Manager or Member or i ts

representatives, (3) was or is developed by the Member or Manager without the use of

Confidential Information. or (4) is or becomes available to a Member or Manager or its

representatives from a third party not known to theMember or Manager to be in breach of

any confidentiality obligation with respect to such information.
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9.2 Right of First Refusal for Distribution or Production Services

(a) Each time the Company incurs additional distribution or production needs. the
Company shall provide a written notification to Spyglass identifying such needs and the economic
terms applicable to such production or distribution (the "Qi£Qr_NQ!i99")- For fifteen (I5) calendar
days after the receipt of the Offer Notice, Spyglass shi have the right, exercisable by delivery of
written notice to the Board of  Managers (the " Acceptance Notice") to agree to provide such
distribution or production services to the Company

(b) In the event that Spyglass (i) declines such offer set forth in the Offer Notice in
writing. (ii) fails to provide the Board of Managers with the Acceptance Notice within f if teen (15)
calendar days after the receipt of the Offer Notice, or (iii) otherwise fails to consummate such
production or distribution within any applicable timeframe, then Spyglassls right lo provide the
distribution or production services identif ied in the Offer Notice shall terminate and the Company
may utilize any other Person that the Board of Managers chooses to provide such distribution or
production services; provided, however, such distribution or production services shall be on
substant ial ly the same economic  terms as set forth in the Of fer Notice and product ion or
distr ibution shall be consummated within thirty (30) days of  Spyglass's rejection under this
Section 9.2. If the Company shall agree to such production or distribution services on terms more
favorable than with Spyglass or such production or distribution shall not have commenced within
thirty (30) days of Spyglass's rejection, then the Company shall not proceed with any production
or distribution services with such Person without f irst complying with the terms of this Section

9.3 Equity Earn-Out. Spyglass, but no crier Member, will have the option. but not the
obligation, to acquire New Brands (as defined below) for the Company allowing Spyglass to obtain a
Membership Interest and Percentage Interest (in aggregate) of not more than twenty percent (20%)
subject to the following

(a) Spyglass may, during such time as Spyglass holds a Membership Interest, utilize
and deploy Spyglass's assets, capital and resources for the benefit of the Company in an effort to
develop or acquire new brands, products or business units that fit within the Company's business
purpose (each such development or acquisition, a "New Brand")

(b) Prior to commencing any efforts regarding a New Brand, Spyglass shall advise
the Board of Managers of Spyglass's desire ro pursue such New Brand

(c) While Spyglass is engaged in the pursuit Rf a New Brand, Spyglass shall keep
accurate books and records sufficient to demonstrate, to the reasonable satisfaction of the Board
of Managers, all expenditures by Spyglass with respect to the New Brand

(d) Without respect to any efforts or expenditures by Spyglass regarding a Ncw
Brand. the decision to utilize such ef forts or expenditures and include a New Brand into the
business of the Company will be in the sole determination of the Braid of Managers

(e) If the Board of Managers decides to include a New Brand into the Company's
business, then upon the execution of such agreements as wi l l establish a satisfactory ownership
interest or other acceptable relationship with respect to the New Brand (as determined in the sole
discretion of the Board of Managers). the Board of Managers shall. based upon the expenditures
of Spyglass described and accounted for in Section 9.3(cl and the other cf fons of  Spyglass
regarding the New Brand, issue to Spyglass additional Percentage Interest (not to exceed such
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Percentage Interest that would cause Spyglass to hold a Percentage Interest that in the aggregate
exceeded twenty-percent (20%)), equal to the Fair Valuc of such expenditures and effort;

(f) Spyglass acknowledges and agrees that the Company has no obligation ro accept
any NewBrand; as such, not all expenditures or efforts by Spyglass may result in the issuance of
additional Percentage Interest;

(g) The Members, other than Spyglass. acknowledge and agree that the decision by
the Board of Managers xo accept a contribution from Spyglass with respect to a New Brand will
result in a pro rata dilution of such Member's Percentage Interests, and

(h) The Board of Managers shall cause Schedule A to this Agreement to be amended
to reflect any adjustment in thePercentage Interest of the Members based upon the acceptance of
a New Brand.

9.4 Distribution Agreements. In the event the Board of Managersdecides to include a New
Brand that was developed or acquired by Spyglass in the Company's business, the Company andSpyglass
shall into enter into a mutually agreeable distribution agreement pursuant to which. among other things.
the Companyand Spyglass will share in the profit and losses relating to such NewBrand proportionately.
Thedivision of such profits and losses and the other terms set forth ineach distribution agreement shall be
determined by the Board of Managers.

9.5 Sale of a New Brand. In the event the Board of Managers incorporates a New Brand
from Spyglass into :he Company's business pursuant lo Section 9.3 and subsequent ro such acceptance,
the Board of Managers elects lo liquidate or otherwise dispose of such New Brand (a "New Brand
i.iquidation") then upon consummation of the transaction(s) respecting such New Brand Liquidation:

(a) Spyglass will be allocated from Me rel proceeds of such New BrandLiquidation
(as determined by the Company's outsideaccountant) (the"New Brand Liquidation Prooccds")an
amount equal to the New Brand Liquidation Proceeds multiplied by Spyglass's Percentage
Interest at the timesuch New Brand Liquidation is consummated;

(b) Spyglass will receive a Distribution from the Company equal to the New Brand
Liquidation Procccds multiplied by Spyglass's Percentage interest at the time such New Brand
Liquidation is consummated; and

(c) The Members, including Spyglass. acknowledge and agree that the terms of this
Section 9.5 are intended to give Spyglass a priority as to allocations and Distributions resulting
from a New Brand Liquidation, but Section 9.5is not intended to provide Spyglass any excess or
special allocations or Distributions; as such, all other allocations and Distributions provided for in
Article IV, with respect to Spyglass, will be adjusts, as necessary, to assure that Spyglas will
not receive. upon giving effect to Spyglass's priority under this Section 9.5, allocations or
Disuibutions, in the aggregate, that would be greater than those that Spyglass would otherwise
receive under this Agreement.

9.6 Contribution of Additional Capital.

(a) If the Company docs not close on its current investment offer with Sunsweet
Growers Inc. within sixty (60) days of the Effective Date, Spyglass will have the exclusiveoption,
but not the obligation, to make an additional Capital Contribution in the Company (in accordance
with the amounts set forth below) (the "Additional Capital Contnlbution Option") which will
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increase Spyglass's Percentage Interest in the Company in accordance with the following
schedule:

1.33%

2.67%

4.00%

Additional Capital Contribution Additional Percentage Interest

$500,000.00

s I .000,000.00

so ,500.000.00

$2,000,000.00 5.33%

(b) Spyglass shall exercise its Additional Capital Contribution Option within fifteen
(15) business days of the expiration of the sixty (60) day time period set forth in Section 9.6(a)
(the "Option Period") Hy providing written notice to the Board of Managers of its intent to
exercise the Additional Capital Contribution Option (the "Option Notice"). The Option Notice
shall set forth the amount of the additional Capital Contribution that Spyglass will make.
Spyglass shall make such additional Capital Contribution within five (5) business days of the date
of the Option Notice. Upon Spyglass's contribution of the additional Capital Contribution, the
Board of Managers shall issue to Spyglass additional Percentage Interest in accordance with the
schedule set forth above and amendSchedule A, accordingly.

(c) Each Member. other than Spyglass. acknowledges and agrees that the issuance of
additional Percentage Interest to Spyglass in accordance with this Section 9.6 will result in a pro
rata dilution of such Membcr's Percentage Interest.

(d) If Spyglass does not provide an Option Notice to the Board of Managers within
the Option Period, Spyglass's right in exercise the Additional Capital Contribution Option shall
terminate.

ARTICLE X- MISCELLANEOUS

10.1 Title to the Property. Title to the Property shall be held in the name of the Company.
No Member shall individually have any ownership interest or rights in the Property, except indirectly by
virtue of such Member's ownership of a Membership interest. No Member shall have any right to seek or
obtain a partition of the Property, nor shall any Member have the right to any specific assets of the
Company upon the liquidation of or any distribution from the Company.

101 Nature of Membership Interest in the Company.
personal propcny for all purposes.

A Membership Interest shall be

10.3 Organizational Expenses. Each Member shall pay such Member's own expenses
incurred in connection with the creation and formation of the Company and review and negotiation of this
Agreement.

10.4 Notices. Any notice, demand, request or other communication (a "Notice") required or
permitted to be given by this Agreement or the Act to the Company, any Member, or any other Person
shall be sufficient if in writing and if hand delivered or mailed by registered or certified mail to the
Company at its principal office or to a Member or any otherPerson at the address of suchMemberor such
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Other Person as it appears on Schedule A or sent by facsimile transmission to the telephone number, if
any, of the rccipient°s facsimile machine as such telephonenumber appears on Schedule A. All Notices
that are mailed shall be deemed to be given when deposited in the United States mail, postage prepaid.
All Notices that arc hand delivered shall be deemed to be given upon delivery. All Notices that are given
by facsimile transmission shall be deemed to be given upon receipt. it being agreed that the burden of
proving receipt shall be on the sender of such Notice and such burden shall not be satisfied by a
transmission report generated by the sender's facsimile machine.

10.5 Waiver of Default. No consent or waiver, express or implied, by the Company or a
Member with respect to any breach or default by another Member hereunder shallbe deemed or construed
to be a consent or waiver with respect to any other breach or default by such Member of the same
provision or any other provision of this Agreement. Failure on the part of the Company or a Member to
complain of any act or failure to act of another Memberor to declare such other Member in default shall
not be deemed or constitute a waiver by the Company or the Member of any rightshereunder.

10.6 No Third Party Rights. None of the provisions contained in this Agreementshall be for
the henciit of or enforceable by any third parties, including, but not limited to, creditors of the Company;
provided, however, the Company may enforce any rights granted to the Company under the Act, the
Articles. or this Agreement.

10.7 Entire Agreement. This Agreement, together with the Articles, constitutes the entire
agreement between the Members. in such capacity, relative to the formation, operationand continuation
of the Company.

10.8 Amendments to this Agreement.

(a) Except as otherwise provided herein and subject to Section 5.l0(_h), this
Agreement may be amended by the Board of Managers, without the further consent of any of the
Members; provided, that the Manager appointed by Spyglass must approve any amendment to this
Agreement.

(b) Subject to Section 10.8fat, Each Member hereby appoints the Board of
Managers, with full power of substitution, the attorneys~in-fact of such Members to

modify Schedule A upon admission of additional Members, to sign all instruments

amending this Agreement, and to sign all other documents that may be appropriate in the

reasonable judgment of the Board of Managers to reflect that admission ro the Company

of any Members or Substitute Members, and an Event of Withdrawal with respect to any

Member in the manner prescribed in this Agreement. Each Member authorizes such

artomeys-in-fact to take any further action that such attorneys-in-fact shall consider

necessary or advisable in connection with the foregoing. The foregoing power of attorney

is a special power of attorney coupled with an interest and is irrevocable, and, to the

extent exercise of such power of attorney shall be require with respect of a Member
who ceases to be a member under the provisions of this Agreement, such power of

attorney shall survive the delivery of an assignment by a Member of its Interest in the

Company, unless and until the assignee thereof becomes a Substitute Member, and an
Event of Withdrawal with respect to such Member in the manner prescribed in this

Agreement.
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(c) Anything in this to the contrary notwithstanding, without the written
consent of a Majority in Interest. no amendment to this Agreement shall be made by the Board of
Managers which may:

( i ) add m, dclract from or otherwise modify the purposes of the Company as
set forth in the Articles:

( i i ) enlarge the obl igat ions  or  a l ter  the r ights  of  any  Member under th is
Agreement, provided. that such Member that is subject to any enlarge obligation shall be
a party of the Majority in Interest,

( i i i ) amend any provisions of Article_[V other than an amendment xo comply
with the relevant tax laws as provided in $9g10n 4 .  ;  or

( i v ) amend this Section 10.8.

10.9 Severability. In the even! any provision of this Agreement is held to be illegal. inval id or
unenforceable to any extent. the legali ty,  val idity and enforceability of the remainder of this  Agreement
shall not be affected thereby and shall remain in full force and effect and shall be enforced to the greatest
extent permitted by law.

10.10 Binding Agreement . Subjec t  to the res t r ic t ions  on the dispos i t ion of  Membership
Interests herein contained, the provisions of this Agreement shall be binding upon, and inure to the benefit
of. the parties hereto and their respective heirs, personal representatives, successors and permitted assigns.

10.11 Headings. The head ings  o f  t he  A r t i c l es  and Sections of this Agreement are f or
convenience only and shall not be considered in construing or interpreting any of the terms or provisions
hereof.

10.12 Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed to be an original and all of which shall constitute one agreement that is binding
upon all of the parties hereto, notwithstanding that all parties are not signatories to the same counterpart.
This Agreement may be executed and delivered by facsimile or PDF.

10.13 Governing Law.  This  Agreement  shal l  be governed by,  and const rued in accordance
with, the laws of the State of Arizona.

10.14 Remedies.  In the event  of  a defaul t by any party in the performance of any obligation
undertaken in this Agreement, in addition to any other remedy available to the non-defaulting parties, the
defaulting party shall pay to each of the non-defaulting parties all costs, damages, and expenses. inc luding
reasonable attorneys' fees. incurred by the non-defaulting parties as a result of such default.

10.15 Di spu te Resolut ion.  Should cont rovers ies  or  d isputes  ar i s ing out  o f  or  re la t ing to
this Agreement  ex i s t  o r  c ome in t o  ex i s t enc e a t  a  f u t ure  t ime dur ing t he  t e rm o f  t h i s  Agreement
and the part ies  be unable to agree as  to a resolut ion,  then the part ies  hereto agree to submit  such
m a t t e r s  t o  non -b i nd i ng m ed i a t i on  adm i n i s t e red  by  t he  A m er i c an  A rb i t r a t i on  A s s oc i a t i on  o r  a
mutual ly  agreed upon subs t i t u te  mediat ion serv ice.  I f  no resolut ion i s  obta ined wi th in  th i r t y  (30)
days af ter submiss ion of  such issue to mediat ion.  any  such cont roversy  or dispute shal l  be set t led
b y  f i n a l ,  b i n d i n g  a r b i t r a t i o n  i n  M a r i c o p a  C o u n t y ,  A r i z o n a .  a d m i n i s t e r e d  b y  t h e  A m e r i c a n
Arb i t ra t i on  As s oc ia t i on  i n  ac c ordanc e wi t h  i t s  ru les ,  and j udgment  upon the award rendered by
the arb i t ra tors  may  be entered in  any  cour t  hav ing jur i sd ic t ion t hereof .  A rb i t ra t ion sha l l  be by  a
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panel of three (3) commercial arbitrators which shall be appointed by the American Arbitration
Association. The notifying party shall file two (2) copies of a Demand for Arbitration Notice,
which shall set forth the nature of the dispute, the amount involved, if any, and the remedy
sought and two (2) copies of this arbitration provision, together with the appropriate filing
fee, with American Arbitration Association Case Filing Services in Voorhees, New Jersey. The
notifying party shall mail one (ll copy of the Demand for Arbitration Notice and one (1) copy of
this arbitration provision Hy Cenilicd Mail - Return Receipt Requested to the other party. The
arbitrators shall award to the prevailing party, if any, as determined by the arbitrators, all of its
costs and expenses. Costs and expenses shall mean all reasonable pre-award expenses of the
arbitration. including the arbitrators' fees, administrative fees, travel expenses, out-of-pocket
expenses. such as copying and telephone, witness fees, and attorneys' fees. The consideration of
the parties to be bound by arbitration is not only the waiver of trial by jury, but also the waiver of
any rights to appeal the arbitration filing.

[COUNTERPART SIGNATURE PAGES FOLLOW]
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[COUNTERPART SIGNATURE PAGES TO BE ATTACHED]

SPH-2()4'Z4I7-4

SHADOW005775



SCHEDULE A

PERCENTAGE INTERESTS

[TO BE A1'rAcHED]

2
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[SIGNATURE PAGE I SUBSCRIPTION AGREEMENT]

/
DATED this _/L day of August, 2011.

INVESTOR:

SPYGLASS CAPITAL PARTNERS, LLC

By- . .
Name: Brio Rcinhanl
Title: Chief Bxuculivo Oflicur

Percentage of Membership Interests: Eight Percent (8%)

Purchase Price: $2,000,000

ACCEPTED:

SHADOW BE GES AND LLC

By: .

Title: Presidcnl

(THB REMAINDER OFTHISPAGE IS INTENTIONALLY LEFT BLANK)
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AMENDED MND RESTATED OPERATING AGREEMENT
Of*

SHADOW BEVERAGES AND SNACKS, LLC

THIS AGREEMENT CONFAINS A BINDING ARBlTRJl\TION PROVISION WHICH MAY BE
ENFORCED BY THE PARTIES HHRBTO AND THEIR RBSPECTWE SUCCESSORS AND
ASSIGNS.

[N WITNESS WUFRFDF, the parties hereto have executed this AmendW and Restated
Operating Agreement effective as of the date above written.

SPYGLASS CAPITALPARTNERS.Luc. ll
Colorado limited liability company

By:
Name:
Title:

_.Eric f?¢:i»;/mfr]
CLEO

-

C.QLlk!IEB2AEJ§LQi3_lA1113E_EgQ§
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.a Interest shall commence nn the date hereof and shall continue to accrue on
loc unpaid principal balance urllil paid in full.

1-on vALL=l ;  RECEIVED. SI IADUW BEVER.-\Gl;S AND SNACKS, LLC, an Arizona
l i lnnvt l liability colnp.mv al Z  - ( l o c "_M_:_gkg"l, promises to

_ al CO (the "1lQ<!Q'") the principal sum of
S<U.0J1.nl1. toge'her with interest on the unpaid balance at a :ale of  f i f teen percent (15%) per
annum tlwrcitalier referred lo as "b&!9") until tlzc daitc of full and final payment. Interest will he
calculated till the basic of n year ull360 days.

3. -.4sQ9.lsrz1Qi1n-4tui erherllstnstliss. Makers will be in default under this Note if
Makers ea; to timely make any of the payments when due and payable. Upon the occurrence of

default. and bctore Holder may exercise any of l{olderls rights or remedies arising out of this
Sure. llukler will git u Mlakcrs written notice of such default and Makers will have ten (IU) days
:row the dare Makers receive such notice, to cure the default If Makers fail to cure the default
wi thin this ten t i t ) ;  day grace period, then, and only then, wi l l  an "Event al ' 1)e[gq11" have
nceurred unzler this Note. l fpon the occurrence of an Event of Delhult,  the entire principal
balance outstanding under this Note, will, at the election al' llulcler, bceurne immediately due and
payable Interest on the overdue balance shall he computed NN the outstanding balance of this
Note at the rate rt' l S"-8 per annum. for the period from the date of default to the date of payment
of the delmquettl balance.

l u (icorgc Karat,

b. The entire outstanding principal balance, together with accrued interest
will he due and payable on December 3 l . 2009 tthc "Maturity Date". .

' F

b.\lunue oflhis Not: at any lime, or from time to time. without penalty or premium.

U.UII(l

4. Sullurdilialiulg. 'I his Note is subordinated to any and al! debt incured by the
Maker in l`u'1herance of its business and purposes.

¢'». Wuivcgs. Nu delay or omission on the par!  of  folder in exercising any right
under this Nutt wil l constitute a waiver of any such right or t\1.any other right contained in this

I Kc?88'_@g_n!_,.Mznurxty .

rcpaxymcnl. Makers may prepay all or any portion of the unpaid principal

ul!a'crul and

Pa)-menu will be applied tirsl to interest and then to principal.

5~;9.4!i!>

PROM ISSORY now:

`llhc obligations see forth in this Note are not secured.

l

1 S-
ADMITTEQ

EXHIBIT

|̀ H
1

. \

Phoenix. Arizona
June I, 2009

I
1.
'. '
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Note. A waiver on any one occasion will not be construed to bar the exercise, or to constitute a
waiver of any such right on any future occasion.

7. Assignment. Maker may assign this Note without the prior written consent of
Holder. Holder may not assign this Note, in whole or in part, without the prior written consent
of Maker. Any assignment in contravention hereof will be null and void.

-. Governing Law. This instrument will be governed by and construed 'm
accordance with the laws of the State of Ariana, without giving effect to the choice of law
principles applied in the courts of such state. In any action or proceeding to enforce rights under
this Note, the prevailing party will be entitled to recover costs and attorneys' fees.

9. Severabilitv. If any one or more of the provisions in this Note is held or found to
be invalid, illegal, or unenforceable in any respect, the validity, legality, and enforceability of the
remaining provisions will not in any way be affected or impaired thereby.

10. Binding, Nature. The provisions of this Note will be binding upon Makers and
their respective successors and assigns, and will inure to the benefit of Holder and any
subsequent holder of all or any portion of this Note, and their respective successors and assigns.

l l . Notices. All notices, requests, demands, and other communications required or
permitted under this Note will be in writing and will be deemed to have been duly given, made
and received when personally delivered or when deposited in the United States mail, first class
postage prepaid, return receipt requested, or when sent by overnight express delivery with 1
signature required upon receipt, or 24 hours after being sent by facsimile with a confirmed copy.

The parties have delivered and executed this Promissory Note; it is effective as of the
date first written above.

SHADOW BEVERAGES AND SNACKS, LLC, an
Arizona limited liability et

Bye,

Its:
Geo4;e Martinez
Managing Partner

HOLD

GeodiKKaras

2
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AMENDMENT TO PROMISSORY NOTE

March 19, 2012

Recitals:

2.

3.

Shadow Beverage and Snacks, LLC ("Maker") entered into a Promissory Note dated June 1, 2009

with George Karas ("Holder") in the amount of $so,000.

The Note had a Maturity Date of December 31, 2009.

No principal has been paid on the Note and the entire $50,000 remains outstanding.

Interest has been paid in full through December 31, 2011.

Maker and Holder desire to extend the Maturity Date to June 30, 2012.

Therefore:

The Maturity Date Is revised to June 30, 2012.

All other provision of the Promissory Note dated June 1, 2009 shall remain unchanged.

MAKER

By: \
George Martinez, President

Shadow Beverage andSnacks, LLC an Arizona limited liability company

HOL

Bv

Estat or2.é Kamas

EXHIBIT
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First Fedesny Checking

SHADQW BEVERNGES mo snAclcs,u . ¢

George Karat

:>
Cf;
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n

,/8/15/2012
\/A
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. v* "°
*:: i§.?m 9

54.58333

4,583.33
50,000.00

3800
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Kathy Baker

From:
Sent:
To:
Cc:
Subject:

Kathy Raiser
Wednesday. August 15, 2012 7:57 AM
Kathy Baker
Josephine Dizon.GeorgeMartinez
Checks needed

Kathy,

I need to have 3 checks cut this morning.

George Karts - $54,583.33 - this is for principal and interest

. Paws - $5,000.00 this is for interest thru June 2012

Shannon Ritch - 1000.00 - this isfor his monthly sponsorshippayment

Thanks,

Kathy Reuser
DirectorofAdministra son

I s"r I! I'
r I xiii/

v

AZ
O/Hce:
fax'
Ce /L.

Kathy/'@
shadowbev.com

1
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PRODUCTION LINEPROMISSORY NOTE

U.S. $50,000 Phoenix, Arizona
February 17, 2010

FOR VALUE RECEIVED, SHADOW BEVERAGES AND SNACKS, LLC, an Arizona
limited ability company ("Make")» promises to pay BRENT TUNNELL ("Holder") a t  _

. Arizona-, the principal sum of ss0,000 (the "u="),
together with interest at the contracted rate of 25% per annum (calculated from the date of this
Note and on a 360 day basis). Principal, interest and all other sums due and payable hereunder
will be paid in lawful money ofthe UnitedStates of America.

1. Term. The term of this Note commences on the dale first set forth above and
continues until August 17, 2010 (the "M__a;\.;lj]3! Date").

2. Interest. Interest will accrue at a rate of 25% per annum.
payment dueand payable to I-loldcr on the Maturity Datewill be $6,623. 12.

'Ume total interest

3. l gpayment. Maker will pay Holder 856,623.12 on or before the Maturity Date,
as full and final payment of its obligationsunderthis Note .

4. Events of Default. If Maker fails to repay the Noteonor before the Maturity Date
pursuant to Section 3 the entire balance outstandingunderthis Note will be immediatelydueand
payable and interest will then accrue al a rate equal to 35% per annum.

5. uSe of Funds. Maker hereby covenants to Holder that the funds received under
this Note will be used only for the production of Iron Clad Energy 4 Hydration and RiPe Simply
Natural Vitamin Enhanced Water.

bank account owned and maintained by Maker (the "Bank Account"). Before
. Maintenance of Balance. Maker will deposit the funds received under dais Note

into a separate
five (5) calendar days after the date first set forth above, Maker will deliver account information
to Holder to enable Holder to monitor the Bank Account online. Notwithstainding the foregoing,
Holder will have no rights whatsoever to effectuate any withdrawals, deposits, or other

If Maker draws down the balance of the Bank
Account at any time during the term of this Note, it will deposit all payments received from
customers until the Bairn Account balance is restored, from time to time, to $50,000.

transactions with respect to the Bank AccounL

7.
following:

Collateral and Security. The obligations set forth in this Note are seemed by the.

(a) A PersonalGuarantymadeby Samuel Jones and Andrea Lynn Frowning in
favor of Holder, of even date herewith, a copy of which is attached hereto asExhibit A,and

EXHIBIT

13.'1 t}'lwhr~»'83. f .."_ l I1 -/.K

2376127 l'2l655~0'J0 l 1
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(b) A Personal Guaranty mad: by George Martinez and Lisa Kay Martinez in
favor of Holder, of even date herewith, a copy of which is attached hereto as Exhibit B.

- . Issuance of Membership Interests. As partial consideration for the delivery funds
by Holder to Maker in connection with this Note, Maker hereby issues, transfers, and conveys
52,610 of the outstanding Membership Interests of Maker to Holder, effective upon Holder's
execution end delivery of the Operating Agreement of Shadow Beverages and Snacks, LLC, a
copy of which is attached hereto as Exhibit C.

9. Waivers. No delay or omission on the pan of Holder in exercising any n'ght
under this Note will constitute a waiver of any such right or of any other right contained in this
Note. A waiver on any one occasion will not be construed to bar the exercise, or to constitute 2
waiver of any such right on any future occasion.

10. Governing Law. This instrument will be governed by and construed in
accordance with the laws of the State of Arizona, without giving effect to the choice of law
principles applied in the courts of such state. In any action or proceeding to enforce rights under
this Note, the prevailing party will be entitled to recover costs and attorneys' fees.

11. Severability. If any one or more of the provisions in this Note is held or found to
be invalid, illegal, or unenforceable in any rjegpeez, the validity, legality, and enforceability of the
remaining provisions will not in any way be affected or impaired thereby.

Binding Nature. The provisions of this Note will be binding upon Maker and
their respective successors and assigns, and will inure lo the benef it of  Holder and any
subsequent holder of all or any portionof this Now, and their respective successors andassigns.

12.

attorneys' fees and costs incurred in connection lherew

13. F04 and Costs. Should suit be brought to recover on this Note, or should the
same be placed in the hands of an atiorncv for collection, Maker promises to pay all reasonable

14. General-

(a) Maker and any guarantor hereof agree xo be jointly and severally bound
and severally waive demand, diligwoe, presentment for payment, protest and notice of demand,
protest, nonpayment and exercise of any option hereunder.

(b) Maker and any guarantor hereof further agree that the granting without
notice of any extension or extensions of time for payment of any sum or sums due hereunder, or
for the performance of any covenant, condition or agreement hereof shall in no way release or
discharge the liability of Maker or any guarantor hcreo£

(c) Maker and any guarantor hereby waive trial by jury in any action m
enforce this Note or to realize on the security of this Note. Any such action shall be tn'ed to a
judge without a jury. Any action to enforce the Note may, at the election of Holder, be brought
in the Superior Court of Maricopa Comity, Arizona.

2376327 1111655-0001 ' v6-
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Feb 22 10 11.59a Shadow Beverages 8 Snacks

Time is of the essence of this Note and each and every term and provision

p.5

hereof

(e) This Note may be executed in multiple counterparts, each of which will be
deemed an original, but all of which, when taken together, will constitute one and the same
instrument.

(d)

[Signatures appear on lhefollowing page.]
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Feb 22 10 11:59a Shadow Beverages & Snacks

The panics have executed and delivered this Production Line Promissory Note and ii is
effective as of the dale Hrs! written above.

MAKER:

SHADOW BEVERAGES AND SNACKS, LLC, an
Arizona limited liability company

4-1 l .

Jones
def Ex Officer

The undersigned guarantors hqeby agree to the
terms set h in Section 14 99th: Note

age M Inez

L l s z

I

Samuel .bibs

Andrea Lynn Frowning

1176327 IQIGSS-000l 4
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Feb 22 10 12:00p Shadow Beverages 8 Snacks

EXHIBJT A

Personal Guaranty
(Samuel Jones and Andrea Lynn Frowning)

p.7
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Feb 22 10 12.000 Shadow Beverages a Snacks

EXHIBIT B

Personal Guaranty
(George Martinez and Lisa Kay Martinez)

p.8
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Date 2/26/10
Account number

Shadow Beverages and snacks LLC

Checking Accounts

Account Title: shadow Beverages and Snacks LLC

Free small Business checking
Account number
previous Ba1 ance

l Deposits/credits
3 Checks/Debits

Service Charge
Interest paid
Current Ba1 ance

2848
500.00

50,000.00
44 I 7901 61

.00

.00
5 1 7091 39

statement Dates 2/01/10 thru
Days This Statement Period
Average Ledger
Average collected

0
2/28/10

28
4,314.40
4,314.40

Deposits and Additions
Date Description
2/17 u Cl"ed'i t BRENT AND MIKO TUNNELL RE

AZ

Amount
50|000 u 00

wt thdrawal s and oeducti ons
Amount
10.00-

490.00-

rate Description
2/17 wire Transfer Fee
2/17 Transl to Checking

Confirmation number
2/18 Transl to Checking

Confirmation number

217100395

218100111
44,290.61-

Date
2/01

Ba1 ance
500.00

Dai Ty Ba] once Information
Date Ba1 ance
2/17 50,000.00

rate
2/18

Bal once
5 , 709. 39

EXHIBIT

ADMITTED

1
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THIS GUARANTY (hcreinaher referred to as this "Guaranty") is made and executed as
of this 17th day of February, 2010, by George Mnrtluez and Lisa Kay Martinez, husband and
wife (hereinafter collectively referred to as "Guarantor"), in favor of Brent Tunnels, (hereinafter
"Leader")

A. Guarantor has requited that Lender make a loan to Shadow Bcvemges a.nd
Snacks, LLC ("Borrower") in the initial principal amount of $50,000 (hereinafter Maned to as
the "Loan"), which indebtedness is evidenced and represented by that certain Production Line
Promissory Note of even date herewith in said amount payable to Lender (henzinalier die
"Note").

u. Lender is unwilling to make the requested Loan to Borrower unless Guarantor
guarantees the repayment of the Loan by Borrower. The linancid success of Borrower will
directly benefit Guarantor, and Guarantor tlecuns it to Ouarantor's business and financial
advantage and benefit to execute this Guaranty. Because of the direct benefit to Guarantor from
the Loan to Borrower, which is fully supportive of and in good and valuable consideration for
the execution of this Guaranty, Guarantor agrees to guarantee to Lender the obligations of
Borrower as set forth herein.

NOW THEREFORE, for and in consideration of the pnemiscs hereof and of other good
and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
undersigned Guarantor does hereby agree for the benefit of Lender as follows:

1. Guarantor does hereby unconditionalth and absolutely guaramcc to Lender the
full and prompt payment of (i) the indebtedness represented by the Note, together with intact,
as provided therein, and (ii) redonable attorneys' fees and costs incurred by Lender in enforcing
its rights under this Guaranty (hereinafter together referred to as the "Indebtedness").

.  2 . This is a guaranty of payment and perfonnanee. This is not a guaranty of
collection, The obligations of Guarantor under this Gtunranty shall be absolute and unconditional
irrespective of the validity, legality or enforceability of the Not: and shall not be affect by any
action taken under the Note or any other agreement between Borrower and Lender in' the
exercise of any right or power therein eonfared; or by any failure or omission to enforce any
right conferred thereby; or by any waiver of any covenant or condition therein provided; or by
any acceleration of the maturity of the Note; or by the neleasc or other disposal of any security
for the Note; or by any other agreement between Borrower and bender or any other eircnmslanec
whatsoever which may or might in any manner or to any extent vary the risks of Guarantor, or
might otherwise constitute a legal or equitable discharge of Guarantor; it being the purpose and
intent that this Guaranty and the obligations of Guarantor hcneunder shall be absolute and
unconditional under any and ail circumstances and shall not be discharge except by payment as
provided herein.

oao4/useo1.uuo4/2owz2:.1 WF06

AGREEMENT

GUARANTY

RECITALS

I

V}lLnr'l'J l'\-¢` : 3

:.."e.: . . 1 I. -.

1 '  , L

»l"*

EXI'llBI'l'
ACC000337

$HADOW-1507

r I I II I I



'\

3. Guarantor agrees that the whole or my pan of the security now or hereafter held
for the Indebtedness may be exchanged, compromised or srrrrenrlered from time lo time; that the
time or place of payment of the Indebtedness may be changed or extended, in whole or in part. to
a time certain or orbawisc, arid may be renewed or accelerated, in whole or in part; that
Borrower may be granted indulgences generally; that any of the provisions of the Note or other
documents executed by Borrower or Guarantor in favor of Lender may be modified, amended or
waived; that any party liable for the .payment thereof may be granted indulgences or released;
and that any deposit balance for the Credit of Borrower or any other party liable for the payment
of the indebtedness or liable upon my security therefor may be released, in whole or in part, at,
before and/or after the stated, extended or accelerated maturity of the lndebtednc , dl without
notice to or further assent by Guarantor, who sltdl remain bound thereon, notwithstanding any
such exchange, compromise, surrender, extension, renewal, acceleration, modification,
indulgence or release.

4. Guarantor expressly waives: (a) notice of acceptance of this Guaranty by Lender
and of all extensions of credit to Borrower by Lender; (b) presentment and demand for payment
of any of the lndebtednas; (c) protest and notice of dishonor, default, non-payment, or partial
payment to Guarantor or to any other party with respect to the Indebtedness or with respect to
any security therefor; (d) all other notices to which Guarantor might otherwise be entitled; and
(c) demand for payment under this Guaranty. No notice or demand on Guarantor in any case
shall entitle Guarantor to any other or further notice or demand in any other circumstances.
Guarantor ftmher agrees that there are absolutely no conditions or limitations to this undertaking
except those set forth herein.

5. Guarantor does hereby unconditionally agree to indemnify and save Lender
cost and expense (including reasonable

attorneys' fees) arising from or in connection with the Loan or any advances made by Lender to
Borrower in connection with the L08n. the Note and any other documents executed in connection
with the Loan.

handless from and against my and all loss, damage,

Upon any .default in the payment of the Note, or upon default in any of the terms,6.
covenants, warranties, agreements, or undertakings m my other document executed by Borrower
or Guarantor in connection with the Loan, or default in any of the terms of this Guaranty, Lender
may for the purposes of the guarantee and indemnity herein coataind, accelerate all amounts
whichat  that t im earedue and/orareto t l ecom duef rom Bor rowcr in thefuturcandm ay
proceed against Guarantor, without taking action first against Borrower or against any other

company, partnership, or corporation, or without proceeding against or exhausting
any security held from Borruwa, and any liability under this Guaranty shall not be reduced or
impaired by reason of Lenders failure to take any action against any collateral of Borrower,
against any other guarantor, or with respect to my right or duties Linda may owe Borrower.
Settlement of any claim by Lender against Borrower or any other guarantor whether or not in any
judicial proceedings, and whether voluntarily or involuntarily, shall not reduce the amount due
under any of the terms of this Guaranty.

person, firm.

7. Guarantor hereby subordinates to the lndebtcdnea of Borrower to Lender any
indebtedness of Borrower now or hereafter owed by Borrower to Guarantor. In the even! that all
or any portion of any such indebtedness of Bomowcr to Guarantor shall be paid by Borrower to

2
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Guarantor, then Guarantor shall collect, enforce and.reccive any such amount paid by Borrower
ro Guarantor as trustee for Lender.

-. In consideration of the benefits accruing to Guaruitor from Borrower, and until
the lndcbtedness has been paid in full, Guarantor hereby expressly waive all rights of
subrogation, contribution, indenmifieuion or other similar legal or equitable rights which
Guarantor may now or hereafter be otherwise entitled to assert against Borrower, whether arising
by contract or operation of law (including, without limitation, any such right arising under the
U.S. Bankruptcy Codc) or otherwise with respect to or by reason of any payment made by
Guarantor under this Guaranty or on account of the Loan seemed by this Guaranty. Guarantor
hereby agrees that this Guaranty shall continue to be effective or be reinstated, as the case may
be, if at any time payment of die indebtedness, or any part thereof; is rescinded or mist
otherwise be restored or returned by Lender upon the insolvency, bankruptcy or reorganization
of Borrower, or otherwise, all M though such payment had mt been made. To the extent
Guarantor has an equity interest in Borrower, Guarantor tither agrees with Borrower, for the
benefit of each of Borrower's creditors, whether existing on the date hereof or hacnher arising.
that any such payment by Guarantor shall constitute a contribution of capital by Guarantor to
Borrower. The provisions of this paragraph shall survive the repayment of the Indebtedness and
the termination of this Guaranty.

9. If at any time or limes hefeaher Lender employs counsel (a) to pursue collection
under this Guaranty, (b) to intervene or to sue for enforcement of the terms hereof, or (c) to file a
petition, complaint, answer. motion or other pleading in any suit or proceeding relating to the
enforcement of Lender's rights under this Guaranty, then in any such event, dl of the reasonable
anomcys' fees relating thereto shall be an additional liability of Guarantor to Lender bereundcr,
payable on demand.

10. This Guaranty shall continue in full force and effect until the Indebtedness is fully
paid and discharged.

l l . Guarantor warrants and represents to Lender that this Guaranty is enforceable
against Guarantor 'm accordance with its terms and that the execution and delivery of this
Guaranty docs not violate or constitute a breach of any agreement to which Guarantor isa party.

12. Guarantor represents to Lender that Guarantor has knowledge of Bon'owct's
financial condition and affairs and represents and agrees that Guarantor will keep info rid while
this Guaranty is in force. Guarantor further agrees that Lender will have no obligation to
investigate the financial condition or affairs of Borrower for the benefit of Guarantor nor to
advise Guarantor of any fact respecting, or any change in, the financial condition or atiiairs of
Borrower which might come to the knowledge of Larder Ar any time, whether or not Lender
knows or believes or has reason to know or believe that any such fact or change is unknown to
Guarantor or might (or does) materially increase the risk of Guarantor as guarantor or might (or
would) affect the will ingness of Guarantor to continue as guarantor with respect to the
Indebtedness.

13. All rights, Powers and remedies of bender hereunder and under any agreement
between Borrower and Lender or Guarantor and Lender, now, or at any time heneaher in force,
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shall be cumulative Md not altemativc, and shall be in addition to all rights, Powers and
remedies given to Lender by law. No exercise of, Amy in exercising, or omission to exercise.
any rights. Powers, remedies andlor discretion by Leander shall be deemed a wolver thereot2 and
every such right, power, remedy and discretion may be exercised r=r>====dIv- Without limiting

the generality of the foregoing, at any time .that Lender is entitled to exercise its remedies
hereunder, it may in its discretion elect to initiate foreclosure proceedings against Borrower or to

demand performance by Bonner under the Note or Guarantor undo this Guaranty.

14. This Guaranty shall be deemed to be a contract made under, and for dl purposes
shall be construed in accordance with, the internal laws and judicial decisions of the State of
Arizona. Guarantor
subject to the jurisdiction of both the stale and federal courts in Altnzona. For that purpose,
Guarantor hereby submits to the jurisdiction of the state and Eedenl courts of Arizona. Guarantor
further agrees to accept service of procas out of any of the aforesaid courts in arty such dispute
by registered or certified mail addressed to Guarantor. Nothing hcrdn contained, however, shall
prevent Lender from bringing any action or exercising any rights against (a) Borrower, (b) any
security, (c) Guarantor personally, or (d) the assets of Guarantor, within any other stare or
jurisdiction.

and Lender agree that any dispute arising out of this Guaranty shall be

IS. it shall be a default hereunder if Borrower or Guarantor dial! (a) consent to the
appointment of a receiver, trustee or liquidator of dl or a substantial part of Bonowef's or
Guarantor's assets, or (b) be adjudicated as bankrupt or insolvent, or tile a voluntary petition in

bankruptcy, or admit in writing he inability to pay its debts as they become due, or (c) make a
general assignment for the bcnetit of creditors or (d) file a petition under or take advantage of
any insolvency law, or (e) lily an answer admitting the Mata-ial allegations of a petition filed

against Borrower or Guarantor in my hanknrptcy, reorganization or insolvency preceding or fail
to cause the dismissal of such petition vedthin sixty (60) days after the filing of said petition, or (f)
take action for the purpose of effecting any of the foregoing, or (g) if any order, judgment or
decree shall be entered upon an application of the creditor of Borrower or Guarantor by an court

of competent jurisdiction approving a petition seeking appointment of a receiver or trustee of dl
or a substantial part of Borrower's or Guarantor's assets and such order, judgment or decree shall

continue unstated and in effect for a period of sixty (60) days.

16. This Guaranty is and shall inure to the benefit of Lender, its successors or assigns,
and shall be bindingupon Guarantor, and Guarantor's heirs, legal represmtatives, successors and
assigns. Death of a Guarantor shall constitute a default hereunder; provided, however, that
notwidxstanding the death of a Guarantor, the obligation of this Guaranty shall continue in full
force and effect with respect to estate of that Guarantor.

17. Without limiting any of the other waivers contained in this Guaranty, Guarantor
specifically waives any right to have Bonowcr or any other guarantor joined with Guarantor in

any suit brought on this Guaranty and further specifically waives any right to require Lender to
sue Borrower ro collect the Indebtedness as a prerequisite to Lender's taking action agdnst
Guarantor under this Guaranty.

18. The liability of Guarantor under this Guaxllnty shall in no manner be impaired,
affected or released by the liquidation, dissolution, receivership, insolvency. bankruptcy, the

4
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making of an 8ssi8l\m¢nt, compensation, composition or readjustment of Borrower or of any
other Guarantor, or by any proceedings affecting the slatus, existence or assets of Borrower. or of
arty other Guarantor

19. The terms of this Guaranty, and the liability of Guarantor hereunder, shall in no
way be affected or impaired by any limitation of persond liability of Borrower under the Note or
any other document executed by Borrower or Guarantor in connection with the Loan which may
now or hcreahcr be effective

20. Where two or more persons or entities have executed this Guaranty, unless the
context clearly indicates otherwise, dl refisrenoes herein to "Guarantor" shall mean the
Guarantors hereunder of each of them. All obligations and liability of said parties shall be joint
and sclera!

IN WITNESS WHEREOF, the undersigned have set their hand and seal this as of the
day and year first above written

GUARANTOR

GEORGE MARTINEZ

By

3réc M

LISA KAY MARTINEZ

By

LisllKiy Martha
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THIS GUARANTY (beninaflcr referred to as this "Guaranty") is made and executed as
of this 17th day of February, 2010, by Samuel Jones and Andrea Lynn Frowning, husband and
wife (hereinaher collectively referred to as "Guarantor"), in favor of Brent Tun fell, (hereiluaher
Lender")

RE CIT A L S

Guarantor has requested that Lender make a loan to Shadow Beverages and
Snacks, LLC ("Borrower") 'm the initial principal amount of $50,000 (hereinaher referred to as
the "Loan"), which indebtedness is evidenced and represented by that certain Production Line
Promissory Note of even date herewith in said amount payable to Lender (hereinaher the
Note")

B . Lender is unwilling to make the requested Loan to Borrower unless Guarantor
guarantees the repayment of the Loan by Borrower. The fnancid success of Borrower wil l
directly benefit Guarantor, and Guarantor deems it to Guarantor's business and financial
advantage and benefit to execute this Guaranty. Because of the direct benefit to Guarantor from
the Loan to Borrower, which is fully supportive of and in good and valuable consideration for
the execution of this Guaranty, Guarantor agrees to guarantee to Lender the obligations of
Borrower as set forth herein

AGREEMENT

NOW THEREFORE, for and in consideration of the premises hereof and of other good
and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
undersigned Guarantor does hereby agree for the benefit of Lender as follows

Guarantor does hereby unconditionally and absolutely guarantee to Lender the
full and prompt payment of (i) the indebtedness represented by the Note, together with interest
as provided therein, and (ii) reasonable attorneys' fees and costs incurred by Lender in enforcing
its rights under this Guaranty (hereinafter together refereed to as the "Indebtedness")

This is a guaranty of payment and performance. This is not a guaranty of
collection. The obligations of Guarantor under this Guaranty slxali be absolute and unconditional
irrespective of the validity, legality or enforceability of the Note and shall not be affected by any
action taken under the Notc or any other agreement between Borrower and Lender in the
exercise of any right or power therein conferred; or by arty failure or omission to enforce any
right conferred thereby; or by any waiver of any covenant or condition therein provided; or by
any acceleration of the maturity of die Note; or by the release or other disposal of any security
for the Note, or by any other agreement between Borrower and Lender or any othetgcircumstance
whatsoever which may or might in any manner or to any extent vary the risks of Guarantor, or
might otherwise constitute a legal or equitable discharge of Guarantor; it being the purpose and
intent that this Guaranty and the obligations of Guarantor hereunder shall be absolute and
unconditional under Amy and all circumstances and shall not be discharged except by payment as
provided herein
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3. Guarantor agrees that the whole or any part of the security now or hereafter held
for the Indebtedness may be exchanged, compromised or surrendered from time to time; that the
time or place of payment of the Indebtedness may be changed or extended, in whole or in part, to
. time certain or otherwise, and may be renewed or accelerated, in whole or in part, that

Borrower may be granted indulgences generally; that any of the provisions of the Note or other
documents executed by Borrower or Guarantor in favor of Lender may be modified, amended or
waived; that any party liable for the payment thereof may be granted indulgences or released;
and that any deposit balance for the credit of Borrower or any other party liable for the payment
of the Indebtedness or liable upon any security therefor may be released, in whole or in part, at,
before and/or after the stated, extended or accelerated mahxrity of the Indebtedness, all without
notice to or further assent by Guarantor, who shall remain bound thereon, notwithstanding any
such exchange, compromise, surrender, extension, rcnewd, acceleration, modification,
indulgence or release.

4. Guarantor expressly waives: (a) notice of acceptance of this Guaranty by Lender
and of all extensions of credit to Borrower by Lender; (b) presentment and demand for payment
of any of the Indebtedness, (c) protest and notice of dishonor, default, non-payment, or partial
payment to Guarantor or to any other party with respect to the Indebtedness or with respect to

and
(c) demand for payment under this Guaranty. No notice or demand on Guarantor tn any case
shall entitle Guarantor to any other or further notice or demand in any other circumstances.
Guarantor further agrees that there are absolutely no conditions or limitations to this undertaking
except those set fonlm herein.

any security therefor; (d) dl other notices to which Guarantor might otherwise be entitled;

5. Guarantor docs hereby unconditionally agree to indemnify and save Lender
harmless from and against any and all loss, damage, cost and expense (including reasonable
attorneys' fees) arising from or 'm connection with the Loan or any advancesmade by Lender to
Borrower in connection with the Loan, the Note andany other documents executed in connection
with the Loan.

. Upon any default in the payment of the Note, or upon default in any of the terms,
covenants, warranties, agreements, or undertakings in any other document executed by Borrower
or Guarantor in connection with the Loan, or default in any of the tests of this Guaranty, Lendcr
may for. the purposes of the guarantee and indemnity herein contained accelerate all amounts
which at that .time arc due and/or are to become due from Borrower in the future and may
proceed .against Guarantor, without talking action first against Borrower or against any other
-person, firm, company, partnership, or corporation, or without proceeding against or exhausting
any .security held from Borrower, and any liability under this Guaranty shall not be reduced or
iMpaired by reason of Lcndcr's failure to take any action against any collateral of Borrower,
against any other guarantor, or with respect to any right or duties Lender may owe Borrower.
Settlement of any claim by Lender against Borrower or any other guarantor whether or not in any
judicial proceedings, and whether voluntarily or involuntarily, shall not reduce the amount due
under any of the terms of this Guaranty.

7. Guarantor hereby subordinates to the Indebtedness of Borrower to Lender any
indebtedness of Borrower now or hcteahcr owed by Borrower to Guarantor. In the event that dl
or any portion of any such indebtedness of Borrower to Guarantor shall be paid by Borrower to
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Guarantor, then Guarantor shall collect, enforce and receive any such amount paid by Borrower
to Guarantor B Lmstce for Lender

In consideration of the benefit accruing to Guarantor from Borrower, and until
the Indebtedness has been paid 'm full, Guarantor hereby expressly waives dl rights of
subrogation, contribution, indemni6cadon or other similar legal or equitable rights which
Guarantor may now or hereafter be otherwise entitled to assert against Borrower, whether arising
by contract or operation of law (includlmg, without limitation, any such right arising under the
U.S. Bankruptcy Code) or otherwise with respect to or by reason of' any payment made by
Guarantor under this Guaranty or on account of the Loan seemed by this Guaranty. Guarantor
hereby agrees that this Guaranty shall continue to be effective or be reinstated, as the case may
be, if at any time payment of the Indebtedness, or any part thereof; is rescinded or must
otherwise be restored or returned by Lender upon the insolvency, banlrruptey or reorganization
of Borrower, or otherwise, all as though such payment had not been made. To the extent
Guarantor has an equity interest in Borrower, Guarantor further agrees with Borrower, for the
benefit of each of Borrower's creditors, whether existing on the date hereof or hereafter arising,
that any such payment by Guarantor shall constitute a contribution of capital by Guarantor to
Borrower. The provisions of this paragraph shall survive the repayment of the Indebtedness and
the termluration of this Guaranty

If at any time or times hereafter Lender employs counsel (a) to pursue collection
under thisGuaranty, (b) to interveneor to sue for enforcement of the terms hereof; or (c) to Iilc _

enforeemcnt of Louder's rights under this Guaranty, thcu in any such event, all of the reasonable
attorneys' fees relating thereto shall be an additional liability of Guarantor to Lender hereunder
payable on demand

petition, complaint, answer, motion Or other pleading in any suit or proceeding relating to the

10.
paid and discharged

This Guaranty shall continue 'm full force and effect until the Indebtedness is filly

11.
against Guarantor in accordance with :ts rems and that the execution and delivery of this
Guaranty docs not violate or constitute a breach of any agreement to which Guarantor is a party

Guarantor warrants and represents to Lender that this Guaranty is enforceable

12. Guarantor
financial condition and affairs and represents and agrees that Guarantor will keep informed while
this Guaranty is in force. Guarantor funbcr agrees that Lender will have no obligation to
investigate the financial condition or affairs of Borrower for the benefit of Guarantor nor to
advise Guarantor of any fact respecting, or any change in, die financial condition or _.........,.
Borrower which might come to the knowledge of"Lclnder at any time, whether or not Linda
knows or believes or has reason to low or believe that any such fact or change is unlmown to
Guarantor or might (or does) materially increase the risk of Guarantor as guarantor or might (or
would) affect the willingness of Guarantor to continue as guarantor with respect to the
Indebtedness

represents to bender that Guarantor has knowledge of Borrower's

13. All rights, Powers and remedies of Lender hereunder and under any agreement
between Borrower and Lender or Guarantor and Lender, now, or at any time hercaher in fond
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shall be cumulative and not alternative, and shall be 'm addition to all rights, Powers and
remedies given to Lender by law. No exercise of, delay in exercising, or omission to exercise,
any rights, Powers, remedies and/or discretion by Lender shall be deemed a wolver thereof, and
every such right, power, remedy and discretion may be exercised repeatedly. Without limiting
the generality of the foregoing, at any time that Lender is entitled to exercise its remedies
hereunder, it may 'm its discretion elect to initiate foreclosure proceedings against Borrower or to
demand performance by Borrower under the Note or Guarantor under this Guaranty

14. This Guaranty shall be deemed to be a contract made under, and for all purposes
shall be construed in accordance with, the internal laws and judicial decisions of the Stale of
Arizona Guarantor and Lender agree that any dispute arising out of this Guaranty shall be
subject to the jurisdiction of both die state and federal courts in Arizona. For that purpose

Guarantor
further agrees to accept service of process out of any of the aforesaid courts Ur any such dispute
by registered or certitid mail addressed to Guarantor. Nothing herein contained, however, shall
prevent Lender from bringing any action or exercising any rights against (a) Borrower, (b) any
security, (c) Guarantor personally, or (d) the assets of Guarantor, within any other state or
jurisdiction

Guarantor hereby submits to the jurisdiction at' the stale and federal courts of Arizona.

15. It shall be a default hereunder if Borrower or Guarantor shall (a) consent to the
appointment of receiver, trustee or liquidator of all or substantial part of Borrower's or
Guarantor's assets, or (b) be adjudicated as bankrupt or insolvent, or file a voluntary petition in
bankruptcy, or admit 'm writing its inability to pay its debts as they become due, or (c) make
general assignment for the benefit of creditors or (d) file a petition under or take advantage of
any insolvency law, or (e) file an answer admitting the matcriad allegations of a petition filed
against Borrower or Guarantor in any bankruptcy, reorganization or insolvency preceding or fail
to cause the dismissal of such petition within sixty (60) days aler the tiling of said petition, or (f)
take action for the purpose of effecting any of the foregoing, or (g) if any order, judgment or
decree sttdl be entered upon an application of the creditor of Borrower or Guarantor by an court
of competent jurisdiction approving a petition seeking appoints tor a receiver or trustee of all
or a substantial part of Borrower's or Guarantor's assets and such order, judgment or decree shat l
continue unstated and in effect for a period of sixty (60) days

d I

16.. This Guaranty is and shall inure to the benefit of Lender, its Successors or assigns
and shall be binding upon Guarantor, and Guarantor's heirs, legal rcprcscnratives, successors and
assigns. Death of a Guarantor shall constitute a default hereunder; provided, however, that
notwithstanding the death of a Guarantor, the obligation of this Guaranty shall continue in full
force and effect with respect to estate of that Guarantor

17. Without limiting any of the other waivers contained 'm this Guaranty, Guarantor
specifically waive any right to have Borrower or any other guarantor joined with Guarantor in
any suit brought on this Guaranty and further spccihcdly waives any right to require Lender to
sue Borrower to collect the kidcbtedness :Ls a prerequisite to Lender's taking action against
Guarantor under this Guaranty

18. The liability of Guarantor under this Guaranty shall in no manner be impdncd,
affected or released by the liquidation, dissolution, receivership, insolvency, bankruptcy, the

ono4/aass01.uU04/24$9slz.x W106
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making of an assignment, compensation, composition or readjustment of Borrower or of any
otherGuarantor, or by any proceedings affecting the status, existence or assets of Borrower,or of
any other Guarantor

19.
way be affected or impaired by any limitation of personal liability of Bormwer under the Note or
any other document executed by Borrower or Guarantor in connection with the Loan which may
now or hereafter be effective

The terms of this Guaranty, and the liability of Guarantor hereunder, shall in no

20. Where two or more persons or entities have executed this Guaranty, unless the
context clearly indicates otherwise, all references herein to "Guarantor" shall mean the
Guarantors hereunder of each of them. All obligations and liability of said parties shall be joint
and several

IN WITNESS WHEREOF, the undersigned have set their hand and seal this as of the
day and year first above written

GUARANTOR

SAMUEL JONES

By

Samuel Jones

ANDREA LYNN FROHNING

By /24
Andrea Lynn Fl-ohning

0804/e36607.0c04/24599124 WF'06 ACC000346
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pRomissoRy NOTE
(TermLoan)

s200,000.00 Phoenix, Axizona

Mam'ch__,20l0

FOR VALUE RECEIVED, the undersigned, SHADOW BEVERAGES AND SNACKS,
LLC, an Arizona l imited l iabi l i ty company ("Maker") promises to pay to BRENT TUNNELL
("Lender"), or order, the principal sum of Two Hundred Thousand Dollars and No Cents
($200,000.00), together with interest on the unpaid balance tom time to time outstarndkxg at an
annual rate ofTwcnty Five Percent (25%).

The entire unpaid principal, all unpaid accrued interest and all other amounts payable
hereunder shall be paid in full on or before Sepzemba 17, 2010.

Maker shall pay to holds a late charge crud to five percent (5%) of the amount of am(
payment due hereunder which shall not have been made to holds within five (5) days after the date
that suchpayment becomesdue.

The actual rate of interest shall be calculated on the basis of a 360-day year with interest
charged on a daily basis on the principal balance outstanding and unpaid for the actual number of
days the principal is outstanding from the date of disbursemart until paid All amounts payable
hereunder shall be paid in lawful money of the United Staten.

During the first two (2) months alfa the date of this Note first set Earth above, Maker shall
have no right to prepay any principal payable-unda this Note. During the period commenclmg two
(2) months and one (l) day after the date of this Note and coding four (4) months after the date of
this Note, Maker shall have the right at any time or thorn time to time to prepay dl or a portion of
the principal or interest, provided, however, Maker shall in such event pay a prepayment charge 'm
an amount equal to five percent (5%) of the principal amount of the prepayment l)urirrg the period
commencing four (4) months and one (1) day ANa the date of this Note, Maker shall have tire right
at any time or firm time to time to prepay dl or a portion of the principal or interest without
prepayment charge or premium.

At the holder's option, any payments hereunder may be applied first to accrued interest and
then to principal.

All past due payments Rf principal or interest shall bear interest from their respective due
dates until paid at a rate of interest equal to ten percent (10%) per annum in excess of the rate
otherwise payable under this Note (the "Default Rate").

This Note shall become immediately due and payable ax the option of the holder hereof

as otherwise provided by the Term Loan Agreement of even date herewzdx between Maker and

of the prlncipd or any interest hereon when due, upon default Linda the Loan Agreement, or upon

not constitute a waiver of the right to exercise the same in the event of any subsequent default.

without presentment or demand or any notice or Maker or any other parson obligatedhereon except

Lender (the "Loan Agreement"), upon the ooeunence of any event of default in the payment of any

default under any other agreement between Maker and Lender. Failure m exercise this option stall

neo#/836aozoong/2ss1sa4.1 nom EXHIBIT
I
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Principal and interest shall be payable at the address of Lender, as set toM in the Loan Agreement
or at such other place as the holder hereof may designate.

I n the event any ladder hereof utilizes the services fan attorney in attempting to collect the
amounts due hereunder or to enibrce the terms hereof or of any agreemarts related to this
indebtedness, or if any holder hack becomes peaty plaintiff or defendant in any legal proceeding

for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and
assigns, and any endorsers hereof shall repay to such holder hereof; on demand, dl com and
expenses so incurred, including reasonable attorneyS tics, whether or not suit is bxougln, including
thoseeostscxpazsesandattomeys'feesirtcurredaftat luct i l ingbyoragaixmsttheMatkerof any
proceeding under any chapter of the Bankruptcy Code, Title ll of the United States Code, or similar
federal or state statute, and whether inctnrcd in connection with the 'mvolvemem of any holder
hereof as creditor 'm such proceedings or otherwise.

Maker agrees that the interest rate eonhrnmed for includes the interest rate set forth herein
plus any compensating balance requirement and any other chart , fines, costs and expenses incident
to this transaction paid by Maker to the adult the same are deemed interest under applicable law.

Except as otherwise provided in the Term Loan Agreement, Maker and all erxlorsers, all
guarantors, and all others who may become liable for dl or any part of these obligations hereby
severally waive (i) demand, presentment for payment, notice of nonpayment, dermluid and dishonor,
protest, notice of protest and all other notice except as otherwise provided herein. (ii) tiling at" suit,
and (iii) diligence in collecting this Note. Mafia, all endorsers, all guarantors, Md dl others who
may become liable for all or any part of these obligations hereby sevaaliy agree that it will not be
necessary for any holder hereotl in order to enforce payment of this Note, to first institute suit or
exhaust its remedies against any malkcr or others liable hereford. Maker, all ¢1\d0¢s¢Its. dl guruantors,
and all others who may become liable for all or any pan of these obligations hereby severally
further consent to any extension or postponement of time of paymatt of this Note or any other
'indulgence with respect hero, 'including but not limited to, the release of any patty primarily or
secondarily liable hereon without notice thereof to any of that. further waives

MA K E R ,  A L L  B N D OR S IR B  A N D  A L L  GU A R A N T OR S ,  I IR E IY  S E V E R A L L Y
W A I V E B  T H E  n e a r  ' r o  T R I A L  B Y  J U R Y  I N  A N Y  L I T I G A T I O N  n l s m c  O U T  O F ,
RELATING ro,  OR CONNBCTEU ml 'ems NOTE, IT  BEING ACKNOWLEDGED DY
m A i n ,  A L L  I N D O R S I R S  A N D  A L L  G U A R A N T O I T H A T  E A C H  s u c h  P A R T Y
MA K E S  T H IS  wA lv n n  Of  T R IA L  B Y  J U R Y  x u o wm c m f  A N D  V D L U N T A R IL Y  A N D
ONLY AFTER CONSULTATION WITH LtCAL counsel .

This Note shall be governed and cnmséued in accordance with the laws of the State of
Arizona.

[Signatures appear on rhefollowingp~age.]

on04/s:os01.0004nso\6a4.1 DDOI
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This Promissory Note was executed and delivered by the undersigned and is effective as of
the dale first set forth above.

SHADOW BEVERAGES AND SNACKS, LLC, an
.Arizona limited liability company

Shmuel Jon: ager.

-='~~'¥§M1if\¢Z» Managm-

By:...

Ruchard Scherer, Manager

7 I

By: WMM
)ltan/V issmucller, Manager

pp Dunnigan,Manager
. .

[M»k=t1

Each of the undersigned
w the \¢rlTIS

is hereby agrees

B / 7

L_..9
L/I1fl\.lGl Jones/

Andrea  Lynn  F rown i ng  6

. 3 .
DB04/sae601.ooo4rzsolsa4.l DD01

Miss ay ' . Q
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By:

f

SHADOW007296



Date 4/30/10
Account number

shadow Beverages and snacks LLC

checking Accounts

Account Title: shadow Beverages and Snacks LLC

Free small Business checking 1 ,
Account number - 2 8 4 8
previous Ba1 ance 3,282.23

1 Deposits/credits 200,000.00
3 checks/Debits 155,792.00

Service charge .00
Interest paid .00
current Ba1 ance 47,490.23

statement Dates 4/01/10 thru
Days This Statement period
Average Ledger
Average collected

0
5/02/10

32
131,221.38
131, 221.38

rate Description
4/06 wire Tran f res i t

Deposits and Additions

:ID MIKO TUNNELL REVOCAB
Amount

200 1 00o,00

wt thdrawal s and Deductions
Amount
10.00-

36 I 449. 17-

Date Description
4/06 wire Transfer Fee
4/07 Transl to checking

confirmation number
4/30 Transl to Checking

Confirmation number

407100279

430100210
119,332.83-

Date
4/01
4/06

Ba1 ance
3,282.23

203,272.23

Dai W Bal once Information
Date Bal once
4/07 166,823.06
4/30 47,490.23

EXHIBTI'

IH D

ACC009893 1
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up .

MICHREL K. JEQNEQ
Cl er k  o f  t h e  Su p er i o r  Co u r t

By Shaman Stul2, Dewey
Date 09/23/2010 me 14:16:43

Description m m
man: CU2010-027812 .

c i v i l we GUWLHINT 301.00

mm. Mann
Receintll 20856052

381.00

Christopher C. Simpson (#0123626)
Sharon W. Ng (#024975)
STINSON MORRISON HECKER LLP
1850 North Central Avenue, Suite 2100
Phoenix, Arizona 85004-4584
Tel: (602)279-1600
Fax: (602) 240-6925
Email: csimpson@stinson.com
Attorneys for Plaintiff Brent Tun fell

SUPERIOR COURT OF ARIZONA

MARICUPA COUNTY

l

2

3

4

5

6

7

8 BRENT TUNNELL, No.

Plaintiff;

cv201 0-02781 2
COMPLAINT

(Breach of Contract; Fraud)

SHADOW BEVERAGES AND
SNACKS, LLC, an Arizona limited
liability company; SAMUEL JONES;
ANDREA LYNN FROHNING;
GEORGE MARTINEZ; and LISA KAY
MARTINEZ,

9

10 ..

12

13

14

15

16

l'7 For its Complaint against Defendants, Shadow Beverages and Snacks, LLC, Samuel

18 Jones, Andrea Lynn Frohning, George Martinez, and Lisa Kay Martinez, Plaintiff; Bred

19 Tun fell, alleges as follows:

Defendants.

20

21 1. Plaintiff Brent Tun fell, resides in Maricopa County, Arizona and entered into

22 contracts with Defendants in Maricopa County, Arizona.

.23 Ex 2. Defendant, Shadow Beverages and Snacks, LLC ("Shadow Beverages"), is an

24 1 Arizona limited liability company.

PARTIES. JURISDICTION, AND VENUE

ACC000323 EXHIBIT

0804/836607.0004a284666. I DDo2
Q ._
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3.

6.

l Upon information and belief, Defendants, Samuel Jones ("Jones") and Andrea

2 Lynn Frohning ("Frohning"), are husband and wife, residing in Maricopa County, Arizona.

3 4. Upon information and belief ; George Martinez and Lisa Kay Martinez

4 (collectively, "Martinez") are husband and wife, residing in Maricopa County, Arizona.

5 5. This Court has jurisdiction pursuant to the terms of the contracts between

6 Plaintiff and Defendants and A.R.S. § 12-123.

7 GENERAL ALLEGATIGNS

8 On or about February 17, 2010, Plaintiff loaned Shadow Beverages $50,000,

9 which was memorialized by a certain Production Line Promissory Note (the "First Note"). A

10 true and correct copy of the First Note is attached as Erghibit A.

l l Pursuant to the terms of the First Note, Shadow Beverages was to "pay [Plaintiff]

12 $56,623.12 on or before the Maturity Date [August 17, 2010], as full and final payment of its

13 obligations" under the First Note.

14 8. The First Note required Shadow Beverages to " deposit the funds received under

15 this Note into a separate bank account" (the "Production Account") and to "deposit all

16 payments received from customers" into the Production Account for the benefit of Plaintiff

17 9. On information and belief Samuel Jones and George Martinez (the "Managers")

18 are each Managers of Shadow Beverages and direct the actions of Shadow Beverages.

19 10. . Payment of the First Note was personally guaranteed by Payment and

20 Perfennance Guaranties (the "Guaranties") executed by Samuel Jones and his wife Andrea

21 Lynn Frohning, and George Martinez and his wife Lisa Kay Martinez. A true and correct copy

22 of leach of the Guaranties is attached as Ex_l3ibit B.

23 l l . On or about March 17, 2010, Plaintiff loaned Shadow Beverages $200,000,

24 -which is memorialized by a certain Promissory Note (Term Loan) (the "Second Note"). A true

25 *and correct copy of the Second Note is attached as Exhibit Q.

26 DB04f836607.0004/32846661 DDGQ 2

7.
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I

Upon information and belief; Shadow Beverages did not deposit payments

COUNT l BREACH OFCONTRACT

12. Pursuant to the Second Note, "all unpaid accrued interest and all other amounts

2 payable ... shall be paid in full on or before September 17, 2010."

3 13. Payment of the Second Note was personally guaranteed by Payment and

4 Performance Guaranties (the "Second Guaranties") executed by Samuel Jones and his wife

5 Andrea Lynn Frohning, and George Martinez and his wife Lisa Kay Martinez. A true and

6 correct copy of each of the Guaranties is attached asl.8_lxhjbit D.

7 14. On or about March 17, 2010, Plaintiff and Shadow Beverages entered into a

8 certain Term Loan Agreement (the "Loan Agreement") executed by Managers Samuel Jones

9 and George Martinez. A true and correct copy of the Loan Agreement is attached asExhibit E.

10 15. The Loan Agreement required Shadow Beverages to "[p]rompt1y deposit the

l l proceeds of the Loan and all payments received from its customers or resulting from the sale of

12 its products" into a separate bank account (the "Production Account").

13 16.

14 received from its customers or resulting from the sale of its products into the Production

15 Account.

-16

17 17. Plaintiff realleges and incorporates by reference the allegations set forth in the

18 preceding paragraphs as if hilly set forth herein.

19 18. The First Note matured on August 17, 2010.

20 19. Shadow Beverages failed to make any payment on the First Note toward the

21 principal or accrued interest despite demand by Plaintiff

22 20. Shadow Beverages breached the First Note when it failed tomake payments due

23 and owing to Plaintiff

24 21 . Shadow Beverages has failed to cure its default under the First Note.

25 22. As a direct and proximate result of Shadow Beverages' contractual breaches

26 on04/s3ss01.000402s4e6s.| Boca 3 ACC000325
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s

COUNT 2 -- BREACH OF GUARANTY

1 under the First Note, Plaintiff has sustained damages in the amount of at least $56,623. 12 with

2 interest accruing thereon at the default rate of thirty-five percent (35%) from and after August

3 17, 2010.

4 23. The Second Note matured on September 17, 2010.

5 24. Shadow Beverages failed to make any payment on the Second Note toward the

6 principal or accrued interest despite demand by Plaintiff

7 25. The Second Note contains a late payment fee of five percent (5%).

8 26. Shadow Beverages breached the Second Note when it failed to make payments

9 due and owing to Plaintiff.

i0 27. Shadow Beverages has failed to cure its default under the Second Note.

l l 28. As a direct and proximate result of Shadow Beverages' contractual breaches

12 under the Second Note, Plaintiff has sustained damages in the amount of at least $238,303.l l

13 with interest accruing thereon at the default interest rate of thirty~five percent (35%) from and

14 after September 17, 2010.

15 29. Pursuant to the First Note, Second Note, and A.R.S. § l2»34l.0l, Plaintiff is

16 entitled to an award of his reasonable attorneys' fees and costs incurred in enforcing the First

17 Note and the Second Note.

18

19 30. Plaintiff realleges and incorporates by reference the allegations set forth in the

20 preceding paragraphs as if fully set forth herein.

21 31. Pursuant to the Guaranties, each of Samuel Jones and his wife Andrea Lynn

22 Frohning, and George Martinez and his wife Lisa Kay Martinez have jointly and severally

23 unconditionally and absolutely guaranteed all indebtedness of Shadow Beverages under the

24 First Note.

25 32,

26 DB04/836607.0004f3284666.1 D002

Pursuant to the Second Guaranties, each of Samuel Jones and his wife Andrea

4 ACC000326
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33.

I Lynn Frohning, and George Martinez and his wife Lisa Kay Martinez have jointly and

2 severally guaranteed an "absolute, direct, immediate, and unconditional guarantee of timely

3 payment and performance, and not merely collectability .. . [including] . . . without limitation,

4 all primary, secondary, direct, indirect, fixed and contingent obligations of Borrower to pay

5 principal, interest, prepayment charges, late charges, default interest ... which may be owing

6 at any time in connection with the obligations of [Shadow Beverages]" under the First Note

7 and the Second Note.

8 Each of Samuel Jones, Andrea Lynn Frohning, George Martinez and Lisa Kay

9 Martinez breached their respective guaranties by failing to pay Plaintiff all amounts due and

10 owing under the terms of the First Note and the Second Note.

l l 34. As a direct and proximate result of Jones', Frohning's, and the Martinets'

12 breaches of their respective guaranties, Plaintiff has sustained damages in the amount of at

13 least $56,623. 12 with interest accruing thereon at the default rate of thirty-five percent (35%)

14 from and after August 17, 2010 under the First Note and of at least $238,303.11 with interest

15 accruing thereon at the default interest rate of thirty~five percent (35%) from and after

16

17 35. Pursuant to the guaranties and/or A.R.S. § 12-341.01, Plaintiff is entitled to an

18 award of his reasonable attorneys' fees and costs incurred in enforcing the Guaranties and the

September 17, 2010 under theSecond Note.

COUNT 3. -FRAUD

36. Plaintiff realleges and incorporates by reference the allegations set forth in the

22 preceding paragraphs as if fully set forth herein.

23 37. In order to obtain money and financing of credit, Shadow Beverages and the

24 Managers made false statements, promises and representations with the intent to deceive

25 Plaintiff that its Managers would cause Shadow Beverages to deposit sale proceeds from the

26 5

19 Second Guaranties.

20

21

DB04/8366010004/3284666,I DD02 ACC000327
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9

10 to deceive Plaintiff.

I l 4 l. The acts described above were in furtherance of an actual fraud.

12 42. The foregoing promises and representations were material to Plaintiffs

13 43. Plaintiff did not have knowledge of the falsity of the foregoing statements,

14 promises and representations by Shadow Beverages and the Managers.

15 44. Shadow Beverages' Managers were acting in a fiduciary capacity of Shadow

16 Beverages, and their actions constitute fraud against Plaintiff

45. Shadow Beverages' Managers' actions constitute a willful and malicious injury to

l sale of its products into a separate bank account for the benefit of Plaintiff as specifically

2 required by the Loan Agreement and the First Note.

3 38. Shadow Beverages and its Managers made these statements in writing pursuant

4 to the Loan Agreement and the First Note, which they knew to be materially false, representing

5 Shadow Beverages' and the Managers' financial condition and ability to repay the First Note

6 and the Second Note.

7 39. Shadow Beverages and the Managers made the statements on which they

8 intended Plaintiff to rely and on which Plaintiff did rely in his decision to extend credit.

40. Shadow Beverages and its Managers made the written statements with the intent

Shadow Beverages and its principals knowingly and intentionally deceived

17

18 Plaintiff.

19 46.

20 Plaintiff

21 47. Plaintiff had a right to rely upon the foregoing statements and representations by

22 Shadow Beverages and its Managers and Plaintiff did so reasonably rely.

23 48. Plaintiff has been consequently and proximately injured by the foregoing

24 representations by Shadow Beverages and the Managers through their false statements and

25 representation that sale proceeds would be deposited into a separate bank account for the

26 DB04I836607.0004/3284666.l oo0z 6 SHAI)0W.g5g7ACC000328
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PRAYER FOR RELIEF

A.

l benefit of Plaintiff and the written statement on which Plaintiff relied with respect to Shadow

2 Beverages' and its Managers' financial condition and ability to repay the First Note and the

3 Second Note.

4 49. Shadow Beverages and its Managers acted in willful, wanton, and intentional

5 disregard of Plaintiffs rights and with an evil mind such that Plaintiff is entitled to recover and

6 the Coup should award Plaintiff punitive damages against Shadow Beverages and its Managers

7 in an amount sufficient to punish Shadow Beverages and the Managers and to deter it and

8 others from engaging in similar conduct in the future.

9

10 WHEREFORE, Plaintiff requests judgment against Defendants as follows:

l l Judgment against Shadow Beverages in the amount of $56,623.l2, plus all

12 accrued and unpaid interest thereon at the default interest rate of thirty-five percent (35%) from

13 and after August 17, 2010 under the First Note;

14 B. Judgment against Shadow beverages in the amount of $238,303. II, plus all

15 accrued and unpaid interest thereon at the default interest rate of thirty-tive percent (35%) from

16 and after September 17,2010 under the Second Note;

17 Judgment against Defendants Samuel Jones and Andrea Lynn Frohning in the

18 amount of $294,926.23, plus all accrued and unpaid interest thereon at the default interest rate

19 of thirty-five percent (35%) from and alter the maturity of each Note,

20 D. Judgment against Defendants GeorgeMartinezand Lisa Kay Martienz in the

21 amount of $294,926.23, plus all accrued and unpaid interest thereon at the default interest rate

22 of thirty»five percent (35%) from and after the maturity of each Note;

23 E. Punitive damages against Shadow Beverages and the Managers;

24 F. For Plaintiffs reasonable attorneys' fees and costs in enforcing the First Note,

25 Second Note, the Guaranties and the Second Guaranties; and

26 DB04/8366010004/3284666_l DD02 7

c.
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For such other and further reliefs the Court deems just and appropriate.

r~°(
RESPECTFULLY SUBMITTED this& g day of September, 2010.

By:
..... fstopher C. Simpson
Sharon W. Ng
1850 North Central Avenue, Suite 2100
Phoenix, Arizona 85004-4584
Attorneys for Plaintiff Brentwood Tun fell

STINSO ORRISON HECKER LLP

/W

day of

Clerk of the Court
Maricopa County Superior Court
lOl/201 West Jefferson
Phoenix, Arizona 85003

ACC000330
SHADOW-8507
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I. Note. The obligation of the Borrower to repay Lender the unpaidprincipal
balance of the Loan, with interest thereon as hereinafter provided, shall he evidenced by a
promissory note(the"Note"). The Loan will bear interest for the period at the rate or ratesset forth
in the Note, and be payable inaccordancewith the terms of the Note. The unpaid principal balance,
all accrued and unpaid interest and all other' sums due and payable under the Note or other Loan
Documents, ifnot sooner paid, shallbe paid in full on the Maturity Date.

Term Lam Agmemcnl
DH04/3366079004/25566901 too I

l . l Sources and Uses. Subject to the terms and conditions of this Loan
Agreement, Lender will make the Loan to Borrower in the principal amount of Two Hundred
Thousand Dollars ($200,000). The Loan shall be used by Borrower tr the sole purpose of paying

Bon°ower's suppliers for production of IronClad Energy + Hydration and/or Ripe Simply Natural
Vitamin EnhancedWater.

Term. The term of the Loan commences on the date first set forth above and
continues until September 17, 2010 (the "Maturity Date").

Borrower desires to obtain a six-month loan for the purpose of funding production of Iron
Clad Energy + Hydration and/or Ripe Simply Natural Vitamin Enhanced Water to supply the
additional retail locations.

Lender is willing to extend such a mm loan to Borrower but only upon the terms and
conditions set forth herein (the "Loan").

Now, therefore, in consideration of the agreements contained herein, the parties agree as
lbllows:

Borrower has experienced significant growth in the number of convenience store locations
stocking Iron Clad Energy + Hydration and/or Ripe Simply Natural Vitamin Enhanced Water and
Borrower recently entered into a contract to provide an additional 1600 retail locations with [Mn
Clad Energy + Hydration and/or Ripe Simply Natural Vitamin Enhanced Water.

'this Term Loan Agreement (the "Loan Agl'eement") is made and entered into as of Math
s 2010, by and between SHADOW BEVERAGES AND SNACKS, LLC, an Arizona limited

liability company ("Borrower"), andBRENT TUNNELL ("Lender").

Borrower produces and supplies Iron Clad Energy + Hydration and Ripe Simply Natural
Vitamin Enhanced Water to numerous convenience store retail locations.

1.3

cLean

TERM x,oAm ¢\GBJSUMENT

AGaEEm1sn'1;s:

RECITALS:

VY] al h x.
1 o -8
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1.4 Prepayments. Borrower shall have no r ight to make prepayments of the
Loan in whole or in pan except in accordance with the terms of the Note.

1.5 Loan Documents. The Loan Documents consist of this Loan Agreement, the
Note, the Payment and Performance Guaranty of George Martinez and Lisa Kay Martinez, the
Payment and Performance Guaranty of Samuel Jones and Andrea Lynn Fining and dl other

documents aM instruments given lo Lender firm time to time in connection with or to secure the
Loan, as originally executed or as any of the same may be heieatter supplemented or amended from
time to time, in writing (the "Loan Documents").

1.6 Loan Fees. In lieu of Borrower paying customary loan fees and all exposes
incurred by Lender pertaining to the origination of this Loan incurred as of the date first set forth
above, Borrower desires to issue and Lender is willing to accept membership intafests in Borrower
as further described in Section 2 below, Borrower shall remain responsible for all other amounts,
fees, expenses and sums due Lender arising firm the Loan, including, without limitation,
ndminisuativc fees aid expenses in connection with any modification of any of the tcfms of the

Loan.

1.7 Payments.

(a) The Borrower shall make each payment hercunda and under the
Note not l8!cr than I 1:00 a.m. (Phoenix, Arizona time) on the day when due in U.S. dollars to the
Lender at its address referred to in Section 6.2 in same day funds (or other funds acceptable to

Lender); aid

(b) Whcncva any payment hereunder or under the Note shall be stated
to be due on a day other than a Business Day, such payment shall be made on the next succeeding
Business Day, and such extension of time shall in such case be included in the computation of
paymcm of interest or fee, as the case may be.

Qonditions ofLending

2.1 Conditions Preceded to Advance. The obligation of Lender to make its
advance under the Loan is subject to the condition precedent that the Lender shall have received on
or before the day of the advance the following, in form and substance satisfactoryro the Lender:

Fully executed original Loan Agreement;(a)

(b)

(c)

Fully executed original Note;

(kzrrent fmanciad statements of Bonner;

(d)
George Manincz and Lisa Kay Martinez;

Ful ly executed original Payment and Performance Guaranty of

.2.
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(e) Current financial statements of George Martinez and Lisa Kay
Martinez;

(0 Fully executed original Payment and Performance Guaranty of
Samuel Jones and Andrea Lynn Frohning;

(8) Current financial statements of Samuel Jones and Andrea Lynn
Frowning;

(h)
Martinez and Joc Dunnigan;

Copies of the Employment Agreements of Samuel Jones, George

(i) The secure token from First Fidelity Bank allowing Lender online
access to the Production Account, defined below;

G) Fully executed original First Note, and

(k) A Cerliflcate representing Three Percent (3%) of the issued and
outstanding capital interests of Borrower registered 'm the name of Lender.

2.2 dill al itiqgs Precedent to Advance.

The obligation of Lender to make its advance under the Loan shall be subject to the
following further conditions precedent:

(a) No Event of Default or event which with the giving of notice or the
passage of time, or both, would be an event of default shall have occurred under this Loan
Agreement or the Production Line Promissory Note dated February 17, 2010 from Borrower to
Lender (the "First Note"),

(b) The proceeds of the advance are used for the purposes set forth in
Section 1.1 of this Loan Agreement;

Representations and .Wangnties

3.1 Representations qttd Warranties. To induce Lender to establish and enter
into this Loan Agreement, Borrower hereby represents and warrants to the Lender that so long as
this Loan Agreement is in effect and until payment and performance in full of all obligations and
liabilities of Bon°ower toLender:

(a) Borrower is and will continue to be a duly organized and existing
limited liability company createdunder the laws of the State of Arizona and qudificd to do business
in the State of Arizona. Borrower is and will continue to be, qualified to do business in dl
jurisdictions where the nature of the business transacted, or the ownership ofproperty, makes such
licensingor qualification necessary. Borrower has and will continue to have all requisitepower and
authority to own its assets and to carry on their bus'messes,

-3-
Term Loan Agreement
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(b) Borrower is and will continue to be duly authorized to enter into and
pertbrm its obligations under this Loan Agreement, the Note, and all other statements, instruments
and transactions contemplated hereby or relating hereto; and the execution, delivery and
performance by Borrower of this Loan Agreement, the Note and all of the instruments and
transactions contemplated hereby or relating hereto do not and will not violate any provision of law
or of Borrower's articles of organization or any agreement, indenture, note or instrument which is
binding upon Borrower;

(c) This Loan Agreement, the Note and all other documents referred to
herein to which Borrower is a party have been validly executed and delivered by Borrower and
constitute legal, valid and binding obligations of Borrower enforceable in accordance with their
terms,

(d) Borrower's chief executive office and Borrower's principal place of
business is located al the address set forth in the Section 6.2 of this Loan Agreement;

(e) All financial statements delivered and to be delivered by Borrower to
Lender have been and will be prepared in conformity with generally accepted accounting principles
and fairly present the financial condition and the results of operations of Borrower at the times and
for the periods therein stated. Since the date of such financial statements, there has been no material
adverse change in the financial condition, the operations or any other status of Borrower. There are
no liabilities, direct or indirect, fixed or contingent, as of the date of such financial statements, not
disclosed by such financial statements, .

(f) Borrower has filed and will file all tax returns and reports required by
law to be filed, and all taxes, fees, assessments and other governmental charges (other than those
presently payable without penalty or interest or those which Borrower is contesting in good faith by
appropriate proceedings being diligently conducted and of which Lender has been given written
notice) upon Borrower or upon any of its properties or income which are due and payable, have
beenpaid;

(s) Except as disclosed in writing of even date delivered to Lender, there
is no suit, litigation, proceeding or investigation pending or threatened against or affectingBorrower
in any court or before any regulatory commission, board or other governmental agency, or which
questions the validity of this Loan Agreement, the Note or any other statements, instruments or
transactions contemplated hereby or relating hereto. Borrower is not in default with respect to any
order of any court or with respect to any applicable statute, order, rule or regulation of any
governmental agency;

(h) No consent, approval, order, license, permit, certificate or
authorization of, or registration, declaration or filing with. any regdatory commission, board or
other governmental agency is necessary or required with respect to the execution, delivery or
performance of this Loan Agreement, the Note, or any other statements, instruments or transactions
contemplate hereby or relating hereto,

(i) All written information heretofore, herewith or hereafter furnished by

. 4 -
1`erm Loan Agreement
D804I8J6607.0004/25566902 nom

SHADOW007309



r

Borrower lo Lender is and will be, true and corel in all maleriad respects as of the date with respect
to which such information has been or is purported to be filmishod, and all projections of operating
results which have been delivered to Lender have been made by Borrower in good faith;

(i) Borrower and its operations a r e and  w i l l  c on t i nue t o  be i n
compliance with and not in violation of all applicable laws and regulations;

(k) No event of default exists or has occurred under the First Note and
Borrow has complied and continues to comply with the provisions of Sections 5 and 6 therein.

(I) Borrower has good, lawful, and marketable title to all its properties
and assets reflected on the financial statements referred to in Section 3.l(c), except for such assets
as have been disposed of since the date of said financial statements in the ordinary course of
business, and all such properties and assets are free and clear of mortgages, pledges, liens, charges
and other encumbrances except as specifically set forth in such financial statements;

(m) Borrower has procured and is in possession of all licenses or permits

required by federal, state or local laws for the operation Rf its business in each jurisdiction wherein ii
is now conducting business;

(n) Borrower is not in default in the payment of the principal or interest
on any indebtedness for borrowed money, nor is it in default under any instrument or algreetnent
under and subject to which any indebtedness for borrow money has been issued, and no event has
occurred under the provisions of any such instrument or agreement which, with or without the lapse
of time or the giving of notice, or both, constitutes or would constitute an event of default

thereunder, and

(o) The recitals set forth at the beginning of this Loan Agreement are
true and accurate as of the date first set forthabove and are hereby incorporated herein.

Covenants of Borrower

4.1 Affirmative Covenants. So long as Borrower is indebted to Lender, and until
payment in full of the indebtedness to Lender hereunder and under the First Note, Borrower agrees
that, unless Lender shall otherwise consent in writing, Borrower will:

(a) Production Account. Promptly deposit the proceeds of the Loan and
all payments received from its customers or resulting from the sale of its products, from time to
time, into the separate First Fidelity Bank account: account No. __ (the "Production
Account"). Borrower shall use the funds ii'om the Production Account only for the purpose set forth
in Section l.l above and for no other purpose, Notwithstanding anydring herein to the contrary, on
any day on which the balance of the Production Account exceeds Two Hundred and FuRy Thousand
Dollars ($250,000), Borrower may deposit such additional payments received from its customers in
Borrower's general account unless and until the balance of the Production Account drops below
Two Hundred and Fifty Thousand Dollars ($250,000);

Term Loan Agreement
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(b) 13§28099 Keep all of Borrower's assets of an insurable nature fully
insure against loss or damage by fire, theft, collision (in the case of motor vehicles) and such other
risks, casualties and contingencies of such types as are customarily insured against by persons of
established reputations engage in the same or similar business to that of Borrower or as Lender
may require. Borrower will at dl times maintain adequate product liability and public l iabil ity

insurance agdnst ton clams;

(c) Litigation. Promptly notify the Lender of the commencement of any
litigation or governmental proceeding against the Borrower which, if adversely determined, might
affect Borrower, or Borrower's business, or Borrower's ability to repay the Loan in any material
respect;

(d)
taxes, assessments and governmental charges, if any, imposed upon Borrower or upon income and
profits, and upon any personal pmpeny belonging to Borrower, prior to the date on which penalties
attach thereto;

Tax . Pay and discharge, or cause to be paid and discharged, dl

(e) Cvmvrate Bxis1¢I\°¢. Maintain Borrowcr's corporate existence in
good standing, and qualify and remain qualified to do business as a foreign corporation in each
jurisdiction in which the character of the propertied ovlmed or leased by it therein or in which the
transaction of business, makes such qualification newsary;

( I ) Use. Use the proceeds of the Loan and any funds disbursed from the
Production Account solely for the purpose set forth in Section Ll ;

Indcrginiiication Indemnity and hold the bender harmless against
any and all claims, demands, debts and liabilities of whatsoever nature, and dl costs and expenses
(including reasonable attorneys' fees) relating to or in any way arising out of the Loan;

(8)

(h) Inspection. Give the Lender or any persons designawd by it the
during normal business hours. to

xnspcct any property and to inspect, audit, check and make copies of Borrower's books, records and
accounts;

right, without hindrance or delay, upon two Business Days' notice,

(i) Keep Licenses. Permits. Etc. Keep in effect all licenses, pennies and
franchises required by law or contract for the operation of business, and pay dl fees, aid other
charges imposed by law on Borrowcr's businesses or properties or on any agreement in connection
herewith;

G) Adverse Circumstances. Promptly provide Lender with all relevant
information consenting any circumstance which could materially and adversely affect Borrowers
ability to perform its obligations under this Loan Agreement or of the occurrence of any event
which is an Event of Default or an event which, with the giving of notice or with the passage of
time, or both, would be an Event of Default;

Term Loan Agreement
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(k) Em lo en of Ke rs. Promptly notify the Lender of any
change in the employment status of Samuel Jones,GeorgeMartinez or Joe Dunnigan oranychange
lo the Employment Agreements of Samuel Jones, George Martinez or Joe Dunnigan each dated
October I, 2008; and

(I) Financial Information. Furnish lo Lender (with a copy to Lender's
counsel as required by Section 6.2):

(i) Within 15 days aler the close of each calendar month, an
income statement, statement of cash flows and balance sheet of Borrower as
of the end of suchmonth, and certified, subjectto customary adjustments,by
. financial officer of Borrower as being cornplctc and correct and fairly

presenting Borrowed-'s financial condition and the results of operations in
accordancewith generally accepted accounting principles;

(ii) Within 15 days after theclose of eachcalendarmonth, a copy
of the statement for each bank account of Borrower as at the end of such
month;and

(iii) Promptly, Rom time to time, upon request of Lender, such
other information concerning Borrower's financial condition, business and
affairs as shall be reasonably requested by Lender.

4.2 Negative Covenants. So long as Borrower is indebted to Lender and until
payment in full of all indebtedness of  Borrower to Lender,  Borrower agrees that  wi thout  the prior
writ ten consent of Lender i t  wil l  not:

(a) .Devi nds and ' k. Declare any dividends or make
any payment on account of the purchase, acquisition, redemption, or other retirement of stock or
membership interests of Borrower;

r a

(b)
capital assets or acquisitions;

Fixed Assets. Make any expenditures or commitments for fixed or

(¢) Leases.
whether of real or personal property;

Maintain or enter into any leases or rental agreements,

Cd) _
or acquire all or substantially all of the assess of any person, firm, joint venture or corporation,

Menders and Consolidation. Enter into any merger or consolidation

(c) She. Lease. Etc. Sell, lease, assign, transfer or otherwise dispose of
any assets (other than obsolete or worm-out property not used or usable in its business) whether now
owned or hereafter acquired, except in the ordinary course of its business as presently conducted
and for a till andadequateconsideration,

(0 Loans to and Investments in Others. Make any advances, loans or

- 7 -
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extensions of credit to any person, Fm or corporation, or purchase or make any commitment to
purchase any stock, bonds, notes or debentures or other securities of any person, firm or
corporation, including, without limitation, officers and employees;

(s) Sale and Lease_back. Directly or indirectly enter into any
arrangement whereby Borrower shall sell or transfer dl or any substantial par!of their fixed assets
then owned and shall thereupon, or within one (l) year thereafter, rent or lease the assets so sold or
transferred, unless Lender has given its prior written approval to such anangemem, or

(h) Limitation on Liens. Create or suffer to exist any mortgage, pledge,
lien, charge,encumbrance or security interestupon or in any of its property or assets now owned or
hcreafier acquired, or enter into any arrangement for the acquisition of any property subject to
conditional sales agreement or leaseor other title retention agwem¢n(, excluding from the operation
of this covenant (h):

(i) Mortgages, pledges, liens, charges and security interests to
Lender to secure the indebtedness aid other obligations of Borrower under
this Loan Agreement, or otherwise; and

(ii) Existing liens and encumbrances currently reflected in the
financial statements referred to in Section 3.l(e) hereof and delivered to
Lender prior to the date of this Loan Agreement.

Events Of Default

Ll
Event of Default:

Events of Default. Any one or more of the following shall constitute an

(a) Failure lo pay all amounts due under the Loan on or before the
MaturityDate;

If any reprwentation or warranty of the Borrower in connection with
this Loan Agreement or any agreement related hereto or in any certificate or report htmished
pursuant hereto shall be false or misleading in any material and adverse respect (and if such breach
was inadvertent, such falsehood remains uncorrected for 5 days);

(c) Failure of Borrower toperform or comply with any covenant, term or
agreement contained herein or in any of the other [Joan Documents (and if such failure was
inadvertent and nonmonetary, such failure remains uncorrectedfor 5 days),

(d) If Borrower shall have made a general assignment for the benefit of
creditors; or not pay its debts garerally as they become due; or be unable or admit in writing its
inability to pay its debts; or shall Gle a petition for relief or have an Erda for relief entered in any
proceeding pursuant to the Bankruptcy Code or any other law or laws for the relief 08 or relating to,
debtors; or if any creditor petitions under the Bankruptcy Code or any other law or laws for the
relief of, or relating to, debtors for an order for relief against Borrower and such petition is not

Tenn Loan Agreement
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dismissed within 60 days after service; or if a reociva or trustee or custodian has beam appointed i n
any proceeding for any of Borrower's property or assets or if Borrower has requested the
appointment of such receiver, trustee or custodian; or if Borrower is adjudged insolvent under any
state insolvency law,

(e) If any indebtedness owing on any bond, debenture, note or other
evidence of indebtedness for borrowed money of the Borrower becomes due and payable by

acceleration prior to its express maturity by reason of any default or breach by the Borrower, or if
any such indebtedness becomes due by its terms and shall not be promptly paid or extended;

( 0 If for Amy reason any of Samuel Jones, George Martinez or Joe

Dunnigan shall cease to be an employee of Borrower or there shal l  be any change to the
employment relationship of any of Samuel Jones, George Martinez or Joe Dunnigan as reflected by
their Employment Agreements eachdated October l, 2008;

(8)
other Loan Documents, or

If any breach, default or Event of Default occurs under any of the

(h) I f  the usual  business of  the Borrower shal l  be term inated or
suspended whether voluntarily or involuntarily (and if involuntarily, such suspension shall continue
for 5 days), or if the Borrower's corporate existence shall be dissolved, merged or terminated.

5.2 Remedies. Upon the occurrence of any Event of Default and at any time
thereafter: (i) the Lender may, at its option, declare arty or all of the indebtedness of the Borrower
under the Loan to be immediately due and payable in full, whereupon all of the principal, interest

and other indebtedness under the Loan shall forthwith become due and payable in ful l  wi thout
presentment demand, protest or notice of arty kind., all of which are hereby expressly waived; and
(ii) the Lender may enforce any and all rights and remedies under the Loan and under adj documents
delivered in connection therewith and against any or all collateral and may pursue all rights and
remedies available at law, or in cqtrity; provided, however, that such termination and acceleration
shall automatically occur if such Event of Default shall be one of the events described in Section 5.1

ld)-

5.3 A Ame F e . In all cases Lender in invoking any remedy shall be entitled
to recover from Borrower its costs incurred in connection therewith, including reasonable attorneys'
fees, whether or not suit is brought.

Miscellaneous

6.1 Amendments. Etc. No amendment or waiver of any provision of this Loan
Agreement or the Note, nor consent to any material deparmne by the Borrower therefrom, shall in
any event be effective unless the same shall be in writing and signed by the Lender, and then such
waiver or consent shall be effective only in the specific instance and for the specific purpose for
which given.

6.2 Notices, EIQ. Except as otherwise provide herein, all notices and other

. 9 -
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communications provided for hereunder shall be in writing (including telcgrq hic communication
and mailed or tele. I g o r delivered: (i) into the Borrower, at its address at
_ with a copy to Steven Lawrence, Esq., Gallagher & Kennedy, PA
_  A z -  a n d  ( i i )  i f  t o  L e n d e r ,  t o  B r e n t  T u n  f e l l

with a copy to Christopher Simpson, Esq., Stinson Morrison
AZ-or as to each party, at such other

address as shall be designated by suchparty in a written notice to the other party

AZ

6.3 No Waiver; Remedies. No failure on the part of Lender to exercise, and no

delay in exercising, any right hereunder or under the Note shall operate as a waiver then:oE nor
shall any single or partial exercise of any right hereunder or under the Note preclude any other or

further exercise thereof or the exercise of any other right. The remedies herein provided are
cumulative and not exclusive ofany remedies provided by law

oats and Ex The Borrower agrees to pay on demand all costs and

expenses, if any (including, without limitation. the reasonable fees and out-of-pocket expenses o f

counsel (Br the Lender), in connection with the enforcement of this Loan Agreement, the Note and

the other documents to be delivered hereunder

6.5 Business Day. As used henan Business Day means a day of the year on

which offices of state govemmem are not required or authorized to close in Phoenix, Arizona

6.6 Binding Effect. This Loan Agreement shall become effective when it shall
have been executed by the Borrower and the Lender and thereafter shall be binding upon and inure
to the benefit of the Borrower, Lender and their respective successors and assigns, except that the
Borrower shall not have the right to assign its rights hereunder or any interest herein without the
prior written consent of Lender

6.7 Law. This boar Agreement shall be govcmcd by and construed in
accordance with the internal law of the State of Arizona

[Remainder of this page intentionally Is blank.]
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[N WITNESS WHEREOF, the parties hereto have caused this Loan Agreement to he duly
executed by their respective signatories thereunto duly authorized, as of the date first above written.

SHADOW  BEVERAGES AND SNACKS, LLC,
Arizona limited liability company

By

an

I

I Uh! Jones

By

forge Inez, Manager

By:
Richard Scherer, Manager

Ssmueller, Manager

By: .Q
Eph Dunnigan, Manager

[Borrower]

BRENT TUNNELL

By :

Brent Tun fell

[Lender]

H

Q *

Term Loan Agreement
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Michael K. Jeanesi Clerk ol'(oun

Tint Hays
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1

Christopher C. Simpson (#0 l 8626)
Sharon W. Ng (#024975)
STINSON MORRISON IIECKER LLP
1850 North Central Avenue. Suite 2100
Phoenix. Arizona 85004-4584
l`el: (602)279-1600
Fax; (602) 240-6925
Email: csimpson@stinson.com
Attomcys for Plaintiff Brent Tun fell

SUPERIOR COURT OF ARIZONA

MARICOPA COUNTY

BRFNT TUNN[ Nm. C`.V20l()-027812

0
Plaintiff JUDGMENT

10
(Assigned tn the llunorablc Robert H
Oberbillig)

12

Sl IADOW BEVERAGES AND
SNA(IKS. LLC. an Arizona limilcd
liability company; SAMUEL .IONFS
ANDREA LYNN FROHNING
GEORGE MARTINEZ: and LISA KAY
MARTINHZ

Defendants

l`hc Court, having reviewed the parties' Stipulation to Entry of Judgment against

Defendants Shadow Beverages and Snacks, LLC, Samuel Jones, Andrea Lynn Frohning

George Martinez, and Lisa Kay Martinez, hereby orders, judges and decrees as follows

20 JUl)(iMl£n.l` is hereby entered in Ivor al' PlaintifT Brent Tunncll, and against

Defendants. Shadow Beverages and Snacks, LLC, Samuel Jones, Andrea Lynn Frohning

George Martinez, and l.isa Kay Martinez. jointly and severally, in the amount of Three

Hundred Fifty-Six Thousand Nine Hundred Forty-Two and 6l/l00's Dollars ($386,942.6l)

Such sum shall bear interest at the rate of thirty-live percent (35%) per annum from August I

2811 Ami) paid. Foch party  wi l l hear its own attorney fees and costs

DU04/bU9537 (1M2/4453163 I \\'l'(l(a
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">4.
EXECUTED this day of May, 201 l .

3

The llonorablc Robert H. Obcrbillig
5

6

7

10

1 1

12

13

1

15

16

17

18

19

22

23

26 2 ACC000321
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24

25
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eSignature Page -» 201105171082560_.TUnnELL_JUDGMEnT.pdf

Granted

Signed on this day, May 17, 2011

IS/ Robert Oberbillig
Judlcial Officer of Superior Court
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COVENANT NOT TO EXECUTE

INTRODUCTION

This COVENANT NOT TO EXECUTE ("Agrcemcnt") is entered this ofMay,
201 I by and between BRENT TUNNELL ("Tun fell"), on the one hand, and SHADOW
BEVERAGES AND snAcr<s, LLC ("Shadow Bevcragcs"), SAMUEL JONES, ANDREA
LYNN FROHNING. GEORGE MARTINEZ, and LISA KAY MARTINEZ on the other hand.
Samuel Jones, Andrea Lynn Frowning, George Martinez, andLisa Kay Martinez are collectively
referred to herein as the "Guarantors." Shadow Beverages and the Guarantors are referred to
hcrejn as the Defendants. Tun felland the Defendants arc referred to hereinas the "Parties."

l.

ll. RECITALS

A. On or about September 23, 2010, Tun fell commenceda lawsuit against Shadow
Beverages and Snacks, LLC ("ShadowBeverages") and the Guarantors in the Superior Conn of
the State of Arizona for the County of Maricopa (the "Court"), which bears the case number
CV2010-027812 in which Tunnel! sought a judgment against Shadow Beverages and the
Guarantors, for among other things. tr sum certain,accruing interest on said sum, attorneys' fees,
andcosts.

... On or about May i6 ,11_ Tunnel, Shadow Beverages, and Guanmtous
stipulated to judgment, in which the Court will enter judgmait in favor of Tunnel in the sum
certain of $386,942.6l together with interest accruing thereon It the rate of thirty-five percent
(35%) per annum from and after August l, 2011 (the "Judgment").

the

C. The Parties have now reachedan agreement whcnein Tunnel! willcovenant not to
execute on the Judgment against the Defendants and take other actions pursuant to the herein-
describedrems.

Ill. SETTLEMENT AND CONSIDERATION

Tunnel! agrees to accept the sum of $300,000 in settled funds as full and complete
satisfaction of the Judgment and all loans madeby Tun fell to Shadow Beverages and the related
guaranties, provided that Tunnel receives firm Defendants the following amounts by cnshieids

check or wire transfer on or before the following deadlines and funhcr provided such funds are
not subject to avoidance:

1)Sl0,000 upon the execution of this Agreement; and

2) $290,000 on or before August l, 201 I (the "Final Payment").

Upon receipt of the Final Payment an or before August I, 201 l, all equity, membership
interests, o»\mership interests or other rights of Tunnels in or to Shadow Beverages or its capital
securities shall be canceled without further consideration. it is understood and agreed that the
above payment deadlines shall be strictly enforced and Defendants' failure to deliver
payment on the payment deadline shall render this settlement null and void.

I EXHIBITua0¢nJoa01.oo04.'J44so¢s.l CD04
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w. COVENANT NOT TO EXECUTE

Tunnels agrees and covenants that Tunnels shall not initiate any legal action against
Defendants to enforce the Judgment before August 2, 2011. Tun fell further oovatanta and agrees
that he shall not cause the judgment to be recorded in any county before August 2, 2011. Within
three (3) business days of Tunnel's receipt of the Find Payment, Tunnel! shall caused to be filed
t found Satisfaction of Judgment with the Court executed by Mr. Tunncil, in the form arched

hereto as Exhibit A. confirming that the Judgment has been satisfied in f ul l .

v. LEGAL PROCEEDINGS

In the event any legal proceeding is instituted in connection with any controversy arising
out of this Agreement, the prevailing party shall be entitled to recover, in addition to costs, such
sums as the coin adjudges reasonable as attorneys' fees, including attorneys' fees on any appeal.

vi. GOVERNING LAW

The laws of the Slate of Arizona shall govern the in:rpretlxion and construction of this
AgreemenL

VII. CONSTRUCTION

T he Par t ies  to th is  Agreement  and thei r  counsel  have reviewed and revised th is
Agreement. The Parties agree that any uncertainty or ambiguity shall not be interpreted or
construed against the party most responsible for draf ting or preparing the Agreement. This
Agreement represents the entire agreement of the Parties hereto coneeming the subject matter
ltcreofl Except as set forth herein, no other covenants, agreements, rcpreswtations or warranties
of  any kind whatsoever have been made to my of  the Parties hereto, or have been relied on by
any of  the Panics hereto. All Parties represent that they have full authority to enter into this
Agreement and have not transferred, assigned or encumbered any of thdr intencsts, rights or
obligations in the loans at issue in the lawsuit.

V l l l . C OUNT E R PAR T S

This Agreement may be executed in mult ip le counterparts, each of which shall be
deemed an original Agreement, and all of which shall constitute one Agreement. Facsimile or
scanned transactions of signed copies of  th is  Agreement  s hal l  be deemed to be or ig inal
signatures.

IN WITNESS WHEREOF, the Partks have signed the Agreement effective as of the date
set forth above.

2
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In

By:
Bren! Turn
c/o Skin

_ Arizona

SHADOW lsuvEuA<':1as ANI) SNACKS,
LLC

Samueflones
Executive OTf1&l

Shadow Bevcra es and Snacks. LLC

AZ

UC' Jones

AZ _

Amlrca Lvnn l~rohnlnn

q
.J 0
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PR_0MlS5ORY NOTE
(Term Loan)

$75,000.00 Phoenix, Arizona
September l, 2010

FOR VALUE RECEIVED, the undersigned, SHADOW Bzvgintczas' AND SNACKS,
LLC, an Arizona limited liability company ("Maker") promises to pay to Janus Family Trust U/A
dated October 19, 2007 ("Lender"), or order, the principal sum of Seventy Five Thousand Dollars
and No Cents (S75,000.00), together with inecrest on the unpaid balance from time-to-time
outstanding at an annual rate of ifiheen Percent (l5%). Lu addition to the terms of this Promissory
Note and Performance Guaranty document, Maker will issue ro Lender within 5 days of the date
this Promissory Note is funded by Lender, a membership interest in Maker, equal to a 2% interest
determined on a Fully Diluted Basis. "Fully Diluted Basis" for this purpose means all of the
Company's issued and outstanding economic interests (including without limitation membership
interests, profits interests and any other economic interests 'm the ownership of the Maker), all
economic interests issued Or issuable under or pursuant to all convertible and derivative securities
then outstanding, whether or not any of titc foregoing are then vested or exercisable.

The entire unpaid principal, all unpaid accrued interest and all other amounts payable
hereunder shall be paid in full on or before December 31, 2010. If the entire unpaid principal, all
unpaid accrued interest and all other amounts payable herwnder shall not be paid by December 3 l°'
2010, Maker shall be deemed to be in default hereunder, and all such unpaid amounts immediately
begin to accrue interest at in annual rate of Seventeen Percent (17%). In addition, within 5 days of
such default, Maker shall issue to Lender an additional membership interest in Maker, equal to a l%
interest determined on a Fully Diluted Basis. In no event shall the interest paid hereunder, together
with any other consideration paid or agreed to be paid for the use, forbearance or deoenuion of
money advanced hereunder, exceed the highest lawful :etc permissible under any law which a court
of competent jurisdiction may deem applicable hereto. In the event that such a court detaminea that
the Lender has charged, received or contracted to receive interest hereunder in excess of the highest
lawful rate permissible, the interest payable hereunder shall automatically be reduced to the
maximum rate permitted by law, and the Lender shall promptly refund to Maker any interest
received by it in excess of the maximum lawful rate (with such reduction and refund being made
first with respect to cash interest amounts paid or payable under this Note, and thereafter with
respect to any other consideration received by the Lender). It is the intent lteneofthat Maker not pay
or contract to pay, and that the Lender not receive or contract to receive, directly or indirectly in any
manner whatsoever, interest in excess of that which may lawfully be paid by Maker under
applicable law.

The actual rut of interest shall be calculated on the basis of a 360-day year with interest

days the principal is outstanding from the date of disbursement until paid. All amounts payable
hereunder shall be paid in lawful money of theUnited States.

charged on a daily basis on the principal balance outstanding and unpaid for the actual number of

ExHlBIII'
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Maker shall have the right at any time or from time-to-time to prepay dl or a portion of the
principal or interest without a prepayment charge or premium.

At the holder's option, any payments hereunder may be applied first to accrued interest and
then toprincipal.

This Note shall become immediately due and payable at the option of the holder hereof
without presentment or demand or any notice or Maker or any other person obligated hereon, upon
the occurrence of any event of default in the payment of any of the principal or any Interest hermon
when due, upon default under any other agneemem between Maker and Lauder, a' upon the tiling of
a Petition of Bankruptcy by Maker, or the President or Chief Executive Oiticer of Maker. Failure to
exercise this option shalt not constitute a waiver of the right to cxeteise the same in the event of any
subsequent default. Principal and interest shall be payable at the address of Lender-, as set forth
under its signature below, or at such other place as the holder hereof may designate.

In the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the terms hereof or of any agreements related to this
indebtedness, or if any holder hereof becomes party plaintiff or defendant in any legal proceeding
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and
assigns, and any endorsers or guarantors hereof shall repay to such holder hereof] on demand, all
costs and expenses so incurred, including reasonable attorneys' fees, whether or not suit is brought,
including those costs, expenses and attorneys' fees incurred whether before or after the filing by or
against the Maker, or the President or Chief Executive Otiicer of Maker, of any proceeding under
any chapter of the Bankruptcy Code, Title 1 l of the United States Code, or similar federal or slate
statute, and whether incured in connection with the involvement of any holder hereof as creditor in
such proceedings m' otherwise.

plus any compensating balance requirement and any other charges, fees, cost and expenses incident
Maker agates that the interest rate contracted for induces the tntenest rate set forth herein

to Mis transaction paid by Maker to the extent the same are deemed interestolder applicabta law.

Maker and all endorsers, all guarantors, and all others who may become liable for all or any
pan of these obligations hereby severally wave (i) demand, presentment for payment, notice of
nonpayment, demand and dishonor, protest, notice of protest and all other notice except as
otherwise provided herein, (ii) filing of suit, and (iii) diligence in collecting this Note. Maker, all
entiorsers, all guarantors, and all others who may become liable for all or any pan of these
obligations hereby severally agree that it will not be necessary for any holder hereof, in order to
enforce payment of this Note, to first institute suit or exhaust its remedies a@inst any maker or
others liable hcrefor. Maker, all endorsers, all guarantors, and all others who may become liable for
all or any part of three obligations hereby severally Further consent to any extension or
postponement of time of payment of this Note or any other indulgence with respect hereto,
including but not limited to, the release of any party primarily or seeonderily liable hereon without
notice thercofto any of them.

MAKER. ALL ENDORSBRS AND ALL GuAnAnrons, HEREBY SEVERALLY wAlvl¢s THE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF, RELATING TO, OR
CON NECTED \VITH THIS NOTE, IT BEING ACKINOWLEIXSED BY MAKER, ALL ENDORSERS A.\'D

Shadow Beverage; .. 7.30.10 (DRAFF)

SHADOW 006756



Sep 08 10 1028a Shadow Beverages & Snacks

ALL GUARANTORS THAT BACH SUCH PARTY MAKES ems WAIVER OF TRIAL BY JURY
KNOWINGLY AND VOLUNTARILY AND ONLY man CONSULTATION arm LEGAL COUNSEL.

p.8

This Note shat\ be governed and construed in accordance with the laws of the Stale of
Arizona.

[Signannzs appear or: rhefollowing page.]

ShWow Beverages - 7.30. 10 (slut-T)
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This Promissory Note was executed and delivered by the undersigned and is ellizctive as of
the date first set Forthabove.

SHADOW BEVERAGBS AND SNACKS, LLC, an
Arizona limited liability company

B

p.4

dent

By:

Janus Family Trust U/A dated October 19, 2007

l _/
Name of Lends

Address of Lender

Shadow Beverages - 7.3n.1o(DRAyrl
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Date 9/30/10
Account number

1
6031

,LC

checking Accounts

Account Title: Shadow Beverages and snacks LLC

Free small Business checking
Account number
previous Ba1 ance

5 Deposits/credits
93 Checks/Debits

Service charge
Interest paid
Current Balance

-6031
115,958. 57
150, 387.75
191,843.37

.00

.00
74,502.95

statement Dates 9/01/10 thru
Days This Statement period
Average Ledger
Average collected

89
9/30/10

30
711 003 l 99
68 I 480 I 90

Deposits and Additions
Date Description
9/02 Electronic Deposit
9/13 wire Transfer credit

FIRST CLEARI RP
MO

9/20 Electronic Deposit
9/22 Electronic Deposit
9/30 E1 ectronic Deposit

JARUS SCOTT M

Amount
76.25

75 Y 000 , 00

210.00
is ,000.00

101.50

wt thdrawal s and Deductions

CCD
CCD
CCD

7T322
7T322
7T322

Date Description
9/14 Fund-Fees perquest
9/14 Fund-Taxes perquest
9/14 payroll shadow Beverages
9/15 Account Analysis charge
9/27_ . Transfer Debit Ger\era1 paper products Inc

5198
MN

Amount
72 u20-

4, 677.19-
14,902 .06-

463.46-
7,549.20-

Landmark community
9/29 Fund-Fees perquest
9/29 Fund~Taxes perquest
9/29 payroll shadow Beverages

CCD
CCD
CCD

7T322
7T322
7T322

74.67-
5,153.06-
16,176.58-

EXHIBIT
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PAYMENT AND PERFORMANCEGUARANTY

This PAYMENT AND PERFORMANCE GUARANTY ("Guaranty") is made as of
September 7, 2010 by theundersigned (individually and collectively, "Guarantor") in favor of
Jarus Family Trust U/A dated October 19, 2007 ("Lender").

Factual Background

Guarantor is executing this Guaranty to induce Lender to make a loan (the "Loan") to
SHADOW BEVERAGES AND SNACKS, LLC ("Borrower") in the principal amount of
Seventy-Five Thousand Dollars ($75,000). The Loan is being made under a Promissory Note
(the "Note") of even date herewith, between Lender and Borrower. Unless defined herein, all
capitalized terms shall have the meanings set forth 'm the Note.

Guaranty

1.
unconditional guarantee of timely payment and performance, and not merely of collectability,
and shall include, without limitation, all primary, secondary, direct, indirect, fixed and contingent
obligations of Borrower to pay principal, interest, prepayment charges, late charges, default
interest, loan fees and other fees, charges, sums, costs and expenses which may be owing at any
time in connection with the obligations of Borrower under the Note, as such may be modified,
amended, extended or renewed from time to time. ll' Borrower defaults in the payment when due
of the Loan or any pan of it, Guarantor shall, in lawful money of the United States, immediately
pay to Lender, all sums due and owing on the Loan. Additionally, Guarantor shall be
responsible for and shall fully perform adj of the other obligations of Borrower under the Loan
Documents promptly upon receiving written notice Nom Lender that Borrower has failed to
perform any of such obligations in accordance with the Loan Documents. The obligations of
Guarantor under this Guaranty shall be continuing and irrevocable until all of the amounts owed
and all other obligations to be performed under the Loan Documents have been fully satisfied.

Guamntypf Loan. This Guaranty constitutes an absolute, direct, immediate, and

2. Rights of Lender. Guarantor authorizes Lender to perform any or dl of the
following acts at any time in its sole discretion; all without notice to Guarantor and without
affecting Guarantor's obligations under this Guaranty:

a. Lender may apply any payments or recoveries from Borrower, Guarantor
or any other source, to Borrower's obligations under the Loan Documents in such manner, order
and priority as Lender may elect.

b. Lender may release Borrower from its liability for the boar or any pm of

c. Lender may substitute, add or release any one or more guarantors or
endorsers u

d. In addition to the Loan,Lender may extend other credit to Borrower, and
may take and hold security for the credit so extended,all without affecting Guarantor's liability
under this Guaranty.

EXHIBIT
Payment and Performance Guaranty (8.30.\0)
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3. Guaranty to be Absolute. Guarantor expressly agrees that until the Loan is paid
and performed in full and each and every term, covenant and condition of this Guaranty is fully
performed, Guarantor shall not be released by or because at?

. Any act or event which might otherwise discharge, reduce, limit or modify
Guarantor's obligations under this Guaranty;

b. Any waiver, extension, modification, forbearance, delay or other act or
omission of Lender, or its failure to proceed promptly or otherwise as against Borrower or any
Guarantor,

c. Any action, omission or circumstance which might increase the likelihood
that Guarantor may be called upon to perform under this Guaranty or which might affect the
rights or remedies Of Guarantor gs against Borrower, or

. Any dealings occurring at any time between Borrower and Lender,
whether relating to the Loan or otherwise.

Guarantor hereby expressly waives and surrenders any defense to its liability under this
Guaranty based upon any of the foregoing acts, omissions, agreements, waivers or matters. It is
the purpose and 'intent of this Guaranty that the obligations of Guarantor under this Guaranty
shall be absolute and unconditional under any and all circumstances.

4, Guarantor's Warranties and Representations Regarding Waivers and Choice of
Law. Guarantor hereby represents and warrants (which representation and warranty is being
relied upon by Lender in making the Loan) that each of the waivers set forth in this Guaranty,
including, without limitation, each of the waivers set forth in Paragraph 5 and 6, and Guarantor's
agreement that this Guaranty shall be governed by Arizona law as set forth in Paragraph 22, is
made wide Guarantor's full knowledge of its significance and consequences of each such waiver
and choice of law and has explained to Guarantor the true legal effect of such decisions,
including the rights which Guarantor might have it if were not malting such waivers and choice
of law. Based on the foregoing, Guarantor acknowledges that, under the circumstances, such
waivers and choice of law are reasonable and not contrary to public policy or law.

5. Guarantor's Wajvcrs. Guarantor waives:

. All statutes of limitations as a defense to any action or proceeding brought
against Guarantor by Lender, to the fullest extent permitted by law,

b. Any right it may have to require Lender to proceed against Borrower,
proceed against or exhaust any security held from Borrower, or pursue any other remedy in
Lender's power to pursue,

c. Any defense based on any claim that Guarantor's obligations exceed or are
more burdensome than those of Borrower;

d. Any defense based on: (i) any legal disability of Borrower, (ii) any release,
discharge, modification, impairment or limitation of the liability of Borrower to Lender from any

Payment Md Performance Guuunly (8.30.l0) DRAFT
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cause, whether consented to by Lender or arising by operation of law or from any bankruptcy or
other voluntary or involuntary proceeding, in or out of court, for the adjustment of debtor-
creditor relationships ("Insolvency Proceeding") and (iii) any rejection or disafiirmance of the
Loan, or any part of it, or any security held for it, in any such Insolvency Proceeding;

e. Any defense based on any action taken or omitted by Lender in any
Insolvency Proceeding involving Borrower, including arty election to have Lender's claim
allowed as being secured, partially secured or unsecured, any extension of credit by Lender to
Borrower in any insolvency Proceeding, arid the taldng and holding by Lender of any security
for any such extension of credit,

f. All presentments, demands for performance, notices of nonperformance,
protests, notices of protest, notices of dishonor, notices of acceptance of this Guaranty and of the
existence, creation, or incurring of new or additional indebtedness, and demands and notices of
every kind,

g. Any defense based on or arising out of any defense that Borrower may
have to the payment or performance of the Loan or any part of it;

h. Any benefit of the provisions of Arizona Revised Statutes Sections 12-
1641 and 12-1642 et seq., and Rule 17(1) of the Arizona Rules of Civil Procedures, that set forth
certain rights and obligations among guarantors, debtors and creditors, to the extentapplicable,

i. Any exemption rights; and

j . Any benefit of any statutory provision limiting the right of Lender to
recover a deficiency judgment, or to otherwise proceed, against any person or entity obligated for
payment of the Loan, alter any trustee's sale, any judicial foreclosure sale or any personal
property sale of any collateral securing the Loan including, without limitation, the benefits, if
any, of Arizona Revised Statutes Section 33-814. If Lender exercises any right or remedy with
respect to any collateral securing the Loan, Guarantor shall remain liable to Lender for the
deficiency by which the net proceeds actually received by Lender from the exercise of such right
or remedy shall be less than Borrower's obligations under the Loan, except to the extent
otherwise provided by law.

k. Any defense based on any lack of authority of the officers, directors,
partners or agents acting or purporting to act on behalf of Borrower or any principal of Borrower
or any defect in the formation of Borrower or any principal of Borrower.

.Waivers of Subrogation and Other Rights.

Upon a default by Borrower, Lender in its sole discretion, without prior
notice to or consent of Guarantor, may elect to: (i) foreclose either judicially or nonjudicidly
against any real or personal property security it may hold for the Loan, (ii) accept a transfer of
any such security in lieu of foreclosure, (iii) compromise or adjust the Loan or any part of it or
make any other accommodation with Borrower or Guarantor, or (iv) exercise any other remedy
against Borrower or any security. No such action by Lender shall release or limit the liability of
Guarantor, and Guarantor shall remain liable under this Guaranty alter the action, even if the

a.

Paymcnl and Pufonnance Guaranty (8.30. 10) DRAFT 3
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e&ect of the action is to deprive Guarantor of any subrogation rights, rights of indemnity, or
other rights to collect reimbursement from Borrower for any sums paid to Lender, whether
contractual or arising by operation of law or otherwise. Guarantor further understands and
agrees that on any foreclosure or assignment in lieu of foreclosure on any security held by
Lender, such security will no longer exist and that any right that Guarantor might otherwise have
(absent the waiver set forth herein) on full payment on the Borrower's obligation by Guarantor to
Lender, to participate in any such security or to be subrogated by any rights to Lender with
respect to any such security will be nonexistent. Guarantor expressly agrees that under no
circumstances shall it be deemed to have any right, title, interest or claim in or to any real or
personal property to be held by Lender or any third party after any trustee's sale, any judicial
foreclosure sale, any personal property sale or transfer in lieu of foreclosure of any security for
the Loan.

b. Guarantor agrees that the payment or performance of any act which tolls
any statute of limitations applicable to the Loan Documents shall similarly operate to toil the
statute of limitations applicable to Guaranto1*'s liability hereunder.

c, Regardless of whether Guarantor may have made any payments to Lender,
Guarantor hereby waives: (i) all rights of subrogation, all rights of indemnity, and any other
rights to collect reimbursement from Borrower for any sums paid to Lender, whether contract

or arising by operation of law (including the United States Bankruptcy Code or any successor or
similar statute) or otherwise, (ii) all rights to enforce any remedy that Lender may have against
Borrower, and (iii) all rights to participate in any security now or later to be held by Lender for
the Loan. 'i`he waivers given in this paragraph shall be effective until the Loan has been paid and
performed in full.

7. Revival and Reinstatement. If Lender is required to pay, return or restore to
Borrower or any other person any amounts previously paid on the Loan because of any
Insolvency Proceeding of Borrower, or any other reason, the obligations of Guarantor shall be
reinstated and revived and the rights of Lender shall continue with regard to such amounts, all as
though they had never been paid.

. Information Regarding Borrower. Before signing this Guaranty, Guarantor
investigated the financial condition and business operations of Borrower, and such other matters
as Guarantor deemed appropriate to assure itself of Borrower's ability to discharge its obligations
under the Loan Documents. Guarantor assumes full responsibility for that due diligence, as well
as for keeping informed of all natters which may affect Borrower's ability to pay and perform its
obligations to Lender. Lender has no duty to disclose to Guarantor any information which
Lender may have or receive about Borrower's financial condition or business operations, or any
other circumstances bearing on Borrower's ability to perform.

. Subordination. Any rights of Guarantor, whether now existing or later arising, to
receive payment on account of any 'indebtedness (including interest) owed to it by Borrower, or
w withdraw capital invested by it in Borrower, or to receive distributions from Borrower, shall at
all times be subordinate in dl respects to the lien of the Loan. Nevertheless, upon request by
Lender, Guarantor shall collect, enforce and receive any indebtedness of Borrower to Guarantor.
Any sums collected at Lcnder's request or collected in contravention of the prohibition set forth

Pnymenl and Performance Guanmty (8.30. 10) DRAFT 4
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herein shall be held by Guarantor as trustee for Lender and shall be paid over to Lender on
account of Borrower's obligations under the Loan Documents; provided, however, such
payments shall not impair, reduce or affect in any manner the liability of Guarantor under the
other provisions of this Guaranty. Guarantor hereby agrees to indemnify Lender and to hold
harmless from and against any and all loss, cost, damage or expense (including, without
limitation, attorneys' fees and court costs) incurred by Lender as a result of or in connection with
any allegation or finding that the delivery of this Guaranty is a "preference" under ll U.S.C. §
547.

resin a ions an Orran Lest' . Guarantor represents and warrants
(hall

a. All ftnanciatl statements and other financial information furnished or to be
tiimished to Lender are or will be true and correct and do or will fairly represent the financial
condition of Guarantor (including all contingent liabilities); and

b. There has been no material adverse change in Guarantor's financial
condition since the dates of the statements most recently tarnished to Lender.

l l . Events of Default. Lender may declare Guarantor to be in default under this
Guaranty upon the occurrence of any of the following events ("Events of Default"):

a.
Guaranty; or

Guarantor fails to materially perform any of its obligations under this

b. Guarantor attempts to revoke this Guaranty or this Guaranty becomes
ineffective for any reason; or

c. Any representation or warranty made or given by Guarantor to Lender
proves to be false or misleading as of the date made in any material respect, or

Guarantor becomes insolvent or the subject of any Insolvency Proceeding;
or

e. The death or disability of Guarantor.

12. Authorization. No Violation. Guarantor is authorized to execute, deliver and
perform under this Guaranty, which is a valid and binding obligation of Guarantor. No provision
or obligation of Guarantor contained in this Guaranty violates any applicable law, regulation or
ordinance, or any order or ruling of any court or governmental agency. No such provision or
obligation conflicts with, or constitutes a breach or default under, any agreement to which
Guarantor is a party.

13. Additional and Independent Obligations. Guarantor's obligations under this
Guaranty are in addition to its obligations under any other existing or future guaranties, each of
which shall remain in full force and effect until it is expressly modified or released in a writing
signed by Lender. Guarantor's obligations under this Guaranty are independent of those of
Borrower or any other guarantor on the Loan. Lender may bring a separate action against

Paymcm and Performance Guaranty (s.30. lo) DRAFT 5
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Guarantor without first proceeding against Borrower, any other guarantor or person or any
security that Lender may hold, and without pursuing any other remedy. Lender's rights under
this Guaranty shall not be exhausted by any action by Lender until the Loan has been pad and
performed 'ii full.

14. No Waiver: Consents: Cumulative Remedies. Each waiver by Lender must be in
writing, and no waiver shall be construed as a continuing waiver. No waiver shall be implied
from Lender's delay in exercising or failure to exercise any right or remedy against Borrower,
Guarantor or any security. Consent by Lender to any act or omission by Borrower or Guarantor
shall not be construe as a consent to any other or subsequent act or omission, or as a waiver of
the requirement for Lender's consent to be obtdned in any future or other instance. All remedies
of Lender against Borrower and Guarantor are cumulative.

15. No Release. Guarantor shall be released from its obligations under this Guaranty
when all of Borrower's obligations under the Loan Documents have been performed in full, and,
at Borrower's request, Lender will provide to Borrower a writing signed by Lender confirming
such release.

16. Heirs. Succcssors and Assigns: Participation. The terms of this Guaranty shall
bind and benefit the heirs, pcrsond representatives, successors and assigns of Lender and
Guarantor; provided, however, that Guarantor may not assign this Guaranty, or assign or
delegate any of its rights or obligations under this Guaranty, without the prior written consent of
Lender in each instance. Lender in its sole discretion may sell or assign participations or other
interests in the Loan and this Guaranty, in whole or in part, all without notice to or the consent of
Guarantor and without affecting Guara.ntor's obligations under this Guaranty. Also without
notice to or the consent of Guarantor, Lender may disclose any and dl information in its
possession concerning Guarantor, this Guaranty and any security for this Guaranty to any actual
or prospective purchaser of any securities issued or to be issued by Lender, and to any actual or
prospective purchaser or assignee of any participation or other interest in the Loan and this
Guaranty.

17. Exchange of Information. The Guarantor agrees that the Lender may exchange
financial information about the Guarantor with his attorneys, financial advisors and other
professionals.

18. Notices. All notices given under this Guaranty must be in writing and shall be
effectively served upon delivery, or if mailed, upon the first to occur of receipt tluee (3) days
after deposit 'm certified United States mail, postage prepaid, sent to the party at the following
address:

Lender: Jams Family Tmsl U/A dated October 19, 2007
c/o Scott M Janus, Trustee

C A

Guarantor: The address set forth beneath the signature of Guarantor below.

Payment Md Pel1izrmAnce Guaranty (8.30. lo) DRAFT 6
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Those addresses may be changed by Lender or Guarantor by written notice to the other party.
Service of any notice on any one Guarantor signing this Guaranty shall be effective service on
Guarantor for all purposes.

19. Rules of Construction. In this Guaranty, the word "Borrower" includes both the
named Borrower and any other person who at any time assumes or otherwise becomes primarily
liable for all or any part of the obligations of the named Borrower on the Loan. The word
"person" includes any individual, company, limited liability company, trust or other legal entity
of any ind. If this Guaranty is executed by more than one person, the word "Guarantor" includes
all such persons. The word "include(s)" means "include(s), without limitation," arid the word
"including" means "including, but not limited to." When the context and construction so require,
all words used in the singular shall be deemed to have been used in the plural and vice versa. No
listing of specific instances, items or matters in any way limits the scope or generality of any
language of this Guaranty. All headings appearing in this Guaranty are for convenience only and
shall be disregarded in construing this Guaranty.

20. Goveminlz Law. This Guaranty shall be governed by, and construed in
accordance with, the laws of the State of Arizona.

21. JURY 'I`RlA I I GUARANTOR HEREBY WAIVES THE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF, RELATING To,
OR CONNECTED w1T11 ' IT I IS GUAFANTY,  IT  BEING ACKNOW LEDGED BY
GUARANTOR TI IAT GUARANTOR MAKES THIS W AW ER OF TRIAL BY JURY
KNOW INGLY AND VOLUNTARILY AND ONLY AFTER CONSULTATION W ITI I
LEGAL COUNSEL OF GUARANTOR'S CHOOSING. GUARANTOR HEREBY
CONSENTS TO THE NON-EXCLUSIVE PERSONAL JURISDICTION OF THE FEDERAL
AND STATE COURTS LOCATED IN MARICOPA, COUNTY, ARIZONA IN ANY AND
ALl. ACTIONS BETWEEN THE GUARANTOR AND LENDER ARISING UNDER OR IN
CONNECTION W ITH THIS GUARANTY,  T I - IE  LOAN OR ANY OF THE LOAN
DocUrvfun.I's.

22. Costsand Expenses. If any lawsuit or arbitration is commenced which arises out
of, or which relates to this Guaranty, the Loan Documents or the Loan, the prevailing party shall
be entitled to recover from each other party such sums as the court (but not the jury) may
adjudge to be reasonable attorneys' fees in the action or proceeding, in addition ro costs and
expenses otherwise allowed by law. In all other situations, including any Insolvency Proceeding,
Guarantor agrees to pay dl of Lender's costs and expenses, including attorneys' fees which may
be incurred in any effort to collect or enforce the Loan or any part of it or any term of this
Guaranty. From the time(s) incurred until paid in full to Lender, all sums shall bear interest at the
Default Rate, as defined in the Note.

23. Consideration. Guarantor acknowledges that it expects to benefit from Lender's
extension of the Loan to Borrower because of its relationship to Borrower as a shareholder of
Borrower, and that it is executing this Guaranty in consideration of that anticipated benefit.

24. Integration: Modifications. 'Iltis Guaranty (a) integrates all the terms and
conditions mentioned in or incidental to this Guaranty, (b) supersedes all oral negotiations and
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25. Miscellaneous. The death or legal incapacity of any Guarantor shall not terminate
the obligations of such Guarantor or any other Guarantor under this Guaranty, including its
obligations with regard to future advances under the Loan Documents. The liability of all
persons who are in any manner obligated under this Guaranty shall be joint and several. The
illegality or unenforceability of one or more provisions of this Guaranty shall not affect any outer
provision. Any Guarantor who is mam'cd agrees that Lender may look to all of his or her
community property and separate property to satisfy his or her obligations unruder this Guaranty.
Time is of the essence in the performance of this Guaranty by Guarantor.

prior writings with respect to its subject matter, and (c) is intended by Guarantor and Lender as
the final expression of the agreement with respect to the terms and conditions set forth in this
Guaranty and as the complete and exclusive sraternent of the terms agreed to by Guarantor and
Lender. No representation, understanding, promise or condition shall be enforceable against any
party unless it is contained in this Guaranty. This Guaranty may not be modified except in a
writing signed by both Lender and Guarantor.

IN WITNESS WHEREOF, Guarantor has duly executed this Guaranty the day and year
first above writlcn.

Shadow Beverages & Snacks

Address'FAZ

GEOR

` / -¢ I

__,-""** .J e

By: L-..

Print Name: Sam Jones

GUARANTORS :

SAM JON ES, CEO

orgdmaruné
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My commission cxpines:
ANN m. BENGRE

NOTARY Puss
____Sxa1a.nLconnaeucu¢

My Commission Expires
Jun: 30, 2012

( 0 4  h @ K /

STATE OF AMZUNA )
481496/ai )ss.

COUNTY OF !\&'rRf€G?I4 )
/874

The foregoing instrument was acknowledged before mc this jzlfday of September, 2010 by
Sam Jones, proved to me on the basis of satisfactory evidence to be the person whose name is
subscribed Io the within instrument, and acknowledged that he had read and executed Me same.

STATE OF ARIZONA

The foregoing instrument was acknowledged before me this 7th day of September. 2010 by
George Martinez, proved to me on the basis of satisfactory evidence to be the person whose name
is subscribed to the within instrument, and acknowledged that he had read and execute

My commission expires:

COUNTY OF MARICOPA

QS \Fl*"' 2p1 z_._.
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SHADOW BEVERAGES Ana snAcks, LLC

First Fidelity Checking Loan Repayment

811878 (&'ll)

Scott Janus
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1>no1vnssoRy NOTE
(Term Loan)

3125,000.00 Phoenix, Arizona
January 3, 201 l

.FOR VALUE RECEIVED, the undersigned, .SHADOW BEVERA GFS AND Sm4cll1s,
L L C  a n Arizona limited liability company ("Maker") promises to pay to Ronald Barred
("Lender"), or order, the principal sum of One Hundred Twenty-Five Tlrorrsand Dollars and No
Cents ($l25,000.00), together with interest on the unpaid balance from time to time outstanding at
an annual rate of Ten Percent (l0%). In addition Io the terms of this Promissory Note (Maker) will
grant a 2% equity interest in Shadow Beverages & Snacks, LLC upon completion of documcnt(s)
signatures and fund transfer. Promissory note will be secured by a Charles Schwab 'investment
account #-0960, held by George Martinez.

The entire uupdd principal, all unpaid accrued intcxvast and all other amounts payable
lxcneundcrshall be paid in full on or before March l, 2011. in the event that the promissory will not
be pad by the I" of March, 2011, the investment account -0960) win be dispcised and fids
will be used to pay the outstanding principal and interest.

'Alie actual rate of interest shall be calculated on the basis of a 360-day year with interest
charged on a daily basis on the principal balance outstandingand unpaid for the actual number of
days the principal is outstanding from the date of disbursement until paid. All amounts payable
hereunder shall be paid in lawliilmoney of the United States.

Maker shall have the right at any time or li'om time to time to prepay all or a portion of the
principal or interest without aprepaymentcharge or premium.

At the holder's option, any payments hereunder may be applied first to accrued interest and
then to principal.

All past due payments of principal or interest shall bear interest from their respective due
dates until paid at a rate of interest equal to ten percent (10%) per annum in excess of the rate
otherwise payable under this Note (the "Default Rate").

This Note shall become immediately due and payable at the option of the holder hereof
without presentment or demand or any notice or Maker or any other person obligated hereon except
as otherwise provided by the Tenn Loan Agreement of even date herewith between Maker and
Lender (the "Loan Agreement"), upon the occurrence of any event of default in the payment of any
of' the principal or any interest hereon when due, upon default under the Loan Agreanent, or upon
default under any other agreement between Maker and Lender. Failure to exercise this option shall
not constitute a waiver of the right to exercise the same in the event of any subsequent default.
Principal and interest shall be payable at the address of Lender, as set forth in the Loan Agreement
or at such other place as the holder hereof may designate.

In the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the rems hereof' or of any agreements related to this

ShallowBeverages - 1.3.1 | (DRAFT)
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indebtedness, or if any holder ltereof becomes party plaintiff or defendant in any legal proceeding
for the recovery or protection of the indebtedness evidenced beneby, Maker, its succ ors and
assigns, and any endorsers hereof shall repay to such holder hereof; on demand, all costs and
expenses so incurred, including reasonable attorneys' fees, whether or not suit is brought, including
those costs, expenses and attorneys' fees incurred tier the tiling by or against the Maker of any
proceeding under any chapter of the Bankruptcy Code, Title ll of the United States Code, or similar
federal or state statute, and whither incurred in connection with the involvement of any holder
hereof as creditor in such proceedings or otherwise.

Maker agrees that the interest rate contracted for includes the interest rate set forth herein
plus any compensating balance requirement and any other charges, fees, costs and expanses incident
to this transaction paid by Maker to the extent the same are deemed Mont under applicable law.

Except as otherwise provided 'm the Term Loan Agreement, Maker and all endorsers, all
guarantors, and all others who may become liable for all or any pan of these obligations hereby
severally waive (i) demand, presentment for payment, notice of nonpayment, demand and dishonor,
protest, notice of protest and dl other notice except as otherwise provide herein. (ii) filing of suit,
and (iii) diligence in collecting this Note. Maker, all endorsers, all guarantors, and all others who
may become liable for all or any part of these obligations hereby severally agree that it will not be
necessary for any holder hereof, in order to enforce payment of this Note, to first institute suit or
exhaust its remedies against any maker at' others liable hercfor. Maker, all endorsers, all guarantors,
and all others who may become liable for all or any pan of these obligations hereby severally
further consent to any extension or postponement of time of payment of this Note or any other
indulgence with respect hero, indrding but not limited to, the release of any party primarily or
secondarily liable hereof without notice thereof to any of them.

MAKER, ALL BNDORSERS AND ALL cuAnAn'roms, HEREBY SEVBRALLY WAIVES Mn
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF, RELATING 11): OR
CONNECTED WITH THIS NOTE, IT BEING ACKNOWLEDGED BY MAKER, ALL Ennonsnns AND
ALL GUARANTORS THAT EACH SUCH PARTY MAKES THIS WAIVER OF TRIAL BY JURY
KNOWINGLY AND VOLUNTARILY AND ONLY AFTER CONSULTATION WTI'H LEGAL COIJNSEL.

This Note shall be governed and construed 'm accordance with the laws of the State of
Arizona.

[Signatures appear on Ihefollowfngpalgz.]

-2-
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'Huts Pmmissony Note was executed and delivered by the undersigned and is effective as of
the date first set forth above.

SHADOW BEVERAGES AND SNACKS, LLC, an
Arizona limited liability company

Samuel

org m o l en

By:

Ronald Barrett

-3 -
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Date 1/31/11
Account number

shadow Bevel

AZ

.LC

checking Accounts

Account Title: shadow Beverages and snacks LLC

Free Small Business checking 1
Account number
previous Balance

13 Deposits/credits
116 Checks/Debits

Service charge
Interest paid
Current Ba1 ance

- 6 0 3 1
5 1 339.79

287,867.12
273,408.87

.00

.00
19,798.04

Statement Dates 1/01/11 thru
Days This Statement period
Average Ledger
Average Collected

1/31/11
31

44,194.29
28,852.26

Deposits and Additions

CHARLES SCHWA

Amount
422.77

2 568.27
780.50
865.80

1 076.08
273.36
665.31
996.57
248.00

49,500.00
125,000.00RONALD W BA

Az
(WIRE TRANSFER SERVICES)
SCH REF(Y 1 0001264703171>

INC.

Date Description
1/05 Reverse previously paid Item
1/05 Reverse previously paid Item
1/OS Reverse previously paid Item
1/05 Reverse previously paid Item
1/05 Reverse previously paid Item
1/05 Reverse previously paid Item
1/05 Reverse previously paid Item
1/05 Reverse previously paid Item
1/OS Reverse previously paid Item
1/05 E1 ectronic Deposit
1/10 wire Transfer Credit

O INC CUST
CHARLES SCHWAB AND co. t
SAN FRANCISCO,CA,US

1/14 E1 ectronic Deposit
1/18 Electronic Deposit

100.077.46
1 393.00

Date Description
1/03 INS PYMT
1/05 chargeback

Withdrawals and Deductions

HUMANA, INC. PPD
Amount
335.81

12 I 200.00

EXHIBIT
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PROMISSORY NOTE
(Term Loan)

s I 00,000.00 Phoenix, Arizona
January 14, 201I

FOR VALUE RECEIVED, the undersigned, .swzwow BEVERAGE? AND SNACKS,
LLC, an Arizona limited liability company ("Maker") promises to pay to Stacey Gervasi ("Lender"),
or order, the principal sum of One Hundred Thousand Dollars and No Cents ($l00,000.00), together
with interest on the unpaid balance from time-to-time outstanding at an annual rate of Ten Percent
(l0%). In addition to the terms of this Promissory Note and Perfonnancc Guaranty docluncnt,
Maker will issue to Lender within 5 days of the date this Promissory Note is funded by Lender,I
membership interest in Maker, quai to a 1% interest detennined on a Fully Diluted Basis. "Fully
Diluted Basis" for this purpose means dl of the Company's issued and outstanding economic
interests (including without limitation membership interests, profits interests and any other
economic interests in the ownership of the Maker), all economic interests issued or issuableunder
or pursuant to all convertible and derivative securities then outstanding, whether or not any of the
foregoing are then vested or exercisable.

The entire unpaid principal, all unpaid accrued interest and all other amounts payable
hereunder shall be paid in full on or before December 31, 2011. If the entire unpaid principal, all
unpaid accrued interest and all other amounts payable hereunder shall notbepaid by December 31"
2011, Maker shall be deemed to be 'm default hereunder, and all such unpaid amounts immediately
begin to accrue interest at an annual rate of Fifteen Percent (l5%). In no event shall the interest paid
hereunder, together with any other consideration paid or agreed to be paid fox' the use, forbearance
or detention of money advanced hereunder, exceed the highest lawful rate permissible under any
1nw which a court of competent jurisdiction may deem applicable hereto. in the event that such a
court determines that the Lender has charged, received or contracted to receive interest hereunder in
excess of the highest lawful rate permissible, the interest payable hereunder shall automatically be
reduced to the maximum rate permitted by law, and the Lender' shall promptly refund to Maker any
interest received byitin excess of the maximum lawful rate (with such reduction and retiurd being
made first with respect to cash interest amounts paid or payable under' this Note, and thereafter' with
respect to any other consideration received by tire Lender). It is the intent hereof thatMakernot pay
or contract to pay, and that the Lender not receive or contract to receive, directly or indirectly in any
manner whatsoever, interest in excess of that which may lawfully be paid by Maker under-
applicable law.

The actual rate of interest shall be calculated on the basis of a 360-day year with interest
charged on a daily basis on the principal balance outstanding and unpaid for the actual number of
days the principal is outstanding from the date of disbursement until paid. All amounts payable
hereunder shall be paid in lawful money of the United States.

I

Maker shall have the right at any time or from time-to~time to prepay all or a portion of the
principal or interest without a prepayment charge or premium.

Slxndow Bcvcrnges- 7.23. 10(DRAFT)
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At the ho1de\'s option, any payments hereunder may be applied first to accrued interest and
then to principal.

This Note shall become immediately due and payable at the option of the holder hereof
without presentment or demand or any notice or Maker or any other person obligated hereon, upon
the occunencc of any event of default in the payment of any of the principal or any interest hereon
when due, upon default under any other agreement betweenMaker and Lender, or upon the filing of

Petition of Bankruptcy by Maker, or the President ox'Chief Operating Officer of Maker. Failure to
exercise this option shall not constitute a waiver of the right to exercise the same in the event of any
subsequent default. Principal and interest shall be payable at the address of Lender, as set forth
tinder its signature below, or at such other place as the holder hereof may designate.

In the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the terms hereof or of any agreements related to this
indebtedness, or if any holder hereof becomes party plaintiff or defendant 'm any legal proceeding
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and
assigns, and any endorsers or guarantors hereof shall repay to such holder hereof; on demand, all
costs and expenses so incured, including reasonable attorneys' fees, whether or not suit is brought,
including those costs, expenses and attorneys' fees incurred whether before or after the filing by or
against the Maker, or the President or Chief Operating Officer of Maker, of any proceeding under
any chapter' of the Ba 1ptcy Code, Title ll of the United States Code, or similar federal or state
statute, and whether incurred in connection with the involvement of any holder hereof as creditor in
such proceedings or otherwise.

Maker agrees that the interest rate contvactW for includes the interest late set forth herein
plus any compensating balance requirement and any other charges, fees, costs and expenses incident
to this transaction paid by Maker to the extent the same are deemed interest under applicable law.

Maker and all endorsers, all gtrarantons, and all others who may become liable for all or any
part of these obligations hereby severally waive (i) demand, presentment for payment, notice of
nonpayment, demand and dishonor, protest, notice of protest and all other notice except as
otherwise provided herein, (ii) filing of suit, and (iii) diligence in collecting this Note. Maker, all
endorsers, all guarantors, and all others who may become liable for all or any part of these
obligations hereby severally agree that it will not be necessary for any holder hereof, in order to
enforce payment of this Note, to list institute suit or exhaust its remedies against any maker or
others liable hcrcfor. Maker, all endorsers, all guarantors, and all others who may become liable for'
al l  01' any part  of  these obl igat ions hereby several ly further consent to any extension or
postponement of t ime of payment of this Note or any other indulgence with respect hereto,
including but not limited to, the release of any party primarily or secondarily liable hereon without
notice thereof to any of them.

MAKER, ALL ENDORSERS AND ALL GUARANTORS, HEREBY SEVERALLY WAIVES THE
mcwr TO TRIAL BY JURY iv ANY LITIGATION ARISING mer OF,  RELATING TO, OR
CONNECTED WITH THIS NOTE, IT BEING ACKNOWLEDGED BY MAKER, ALL ENDORSER8 AND

. ALL GUARANTORS THAT EACH SUCH PARTY MAKES THIS WAIVER OF TRIAL BY JURY
KNOWINGLY AND VOLUNTARILY AND ONLY AFTER CONSULTATION WITH LEGAL COUNSEL.

-2-
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This Note shall be governed and construed in accordance with the laws of the State of
Arizona.

This Promissory Note was executed and delivered by the undersigned and is effective as of
the date first set forth above.

SHADOW BEVERAGES AND SNACKS, LLC, an
Arizona limited liability company

inuei

" m 4forge 81' mcg President

881

Address of Lenliér
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A DDRESS:

FACTOR:

ADDRESS:

SFLLER:

DAT :

2.3. "Code" means the Unilbnn Commercial Code prepared under the joint sponsorship of the
American law Institute and the National Conference of Commissioners on Uniform State Laws, as
amended loom time to time. An_v and all tcnns used in this Agreement shall be construed and defined
in accordance with the meaning and definitions set forth herein or, to the extent not inconsistent
herewith, as such terms are defined in the CaliiOmia Uniform Commercial Code, as amended from
time to time, roved however, with respect to any term used herein that is dcfind in (a) Aniclc 9
of the Uniform Commercial Code as in ibrce at any relevant time in the jurisdiction in which a
financing statement with respect to this Agreement is filed. or (b) Article 9 as in force at any
relevant time in the jurisdiction in which the terms of this Agreement are enforced. the meaning to
be ascribed thereto with respect to any particular item of property shall be that under the more
encompassing of the three definitions.

2.2. "Agreement" shall mean this Factoring Agreement. any concurrent or subsequent rider
thereto and all amendments or modifications thereof

2.1. "Accounts" means whatever is encompassed by the Code's dclinition of that term, and
additionally includes all presently existing and hereafter arising accounts. instruments,contract rights.
documents. chattel paper(including security agreements and leases), and all other formsof obligations
owing to Seller, all guaranties of such Accounts and other security therefor, the proceeds of such
Accounts, all Inventory retumcd to or reclaimed by Seller, and Seller's Books relating to each of the
foregoing.

This Agreement sets lbnh the rems and conditions relating to a factoring arrangement ("Factoring
Facility") pursuant to which Factor may purchase, from time to lime, on a limited recourse basis
such of Scll¢:r's Accounts now existing or hereaRcr created and arising out of the sale of goods or
the provision of services by the Company in the regular course of Seller's business as Factor, in its
sole and absolute discretion. determines to be acceptable.

DEFI NITIONS.

PURPOSE ()F AGREEMENT.

4000 North Central Avenue. Suite 100
Phoenix. Arizona 85012

FIRST COMMUNITY FINANCIAL.
a division of Pacific Western Bank

Shadow Beverages and Snacks, LLC,
an Arizona limited liability company

October 15. 2012

FACTORING AGREEMl§l\T

- •

I 7))LLL!;\
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2.4. Collateral" means whatever is encompassed by the Code's. definition of Accounts. and
includes all pnescntly existing and herealler arising accounts. instruments. contract rights.
documents. chattel paper (including security agreements and leases). proceeds of̀  inventoryand all
other forms of obliszations owing to Borrower. all guaranties of' such Accounts and other security
therefor. the_Procceds of suchAccountsand Borrower's Books relatingto each of the foregoing.

2.5. "Customer" means Seller's customer or the account debtor.

2.6. "Customer Dispute" means any asserted claim. defense. dispute or offset by the Customer
of any kind whatsoever, either arising out of an Account or against Seller. whether valid or invalid.
arising either before and/or alter such Account hasbeenpurchased by Factor, or iflCustomer refuses
payment for any reason.

2.7.
Factor.

"Factored Accounts" mean and include all Accounts. which have been purchased by

2. "Factoring Limit" means

2.9. "Factor's Costs" means and includes: (a) filing, recording, publication and search fees
incurred by Factor relating lo Seller; all costs and expenses incurred by Factor in the enforcement of its
rights and remedies under das Agreement, or defending this Agreement or its security interest in the
Factorcd Accounts; (b) telephone. facsimile and delivery charges. and all the expenses of field
examinations of Scllerls Books, (c) all expenses br travel, lodging and food incurred by Facror's
personnel in collecting the Accounts or realizing upon the Collateral: (d) all costs and expenses
incurred in gaining possession of. maintaining, handling, preserving, storing, repairing, shipping.
selling, preparing br sale and advertising ro sell the Collateral, whether or not a sale is consummated:
(e) all expenses involved in fulfilling in whole or in pan any purchase order from an account debtor;
(f) reasonable attorneys' fees, incurred by Factor: (i) in negotiating or documenting any extension or
modification hereof; (ii) in any attempt ro workout or to otherwise adjust Seller's obligations hereunder
following the occurrence olaf event of default; (iii) in enforcing payment hereof whether incurred
before. aRea or irrespective of whether suit is commenced, and, in the event suit is brought to enforce
payment hereof such costs, expenses and fees and all other issues in such suit shall be determined by a
court sitting without a jury; (iv) in enforcing any security interest held as collateral for Scllcrls
obligations including any proceeding seeking relief from the automatic stay in a Bankruptcy
proceeding commenced by or against Seller, and (v) in defending any litigation arising our of this
Agreement. and (g) all sums advanced by Factor to reasonably protect and preserve its interest Ir\
the Factored Accounts and the Collateral. which sums so advanced shall become due and payable
from Seller to Factor on written demand and shall bear interest at twenty-four percent (24%) per
annum if not paid within ten ( IO) days alter demand.

2.10. "Net Face Amount" shall mean the gross amount of an Account. less any rclums.
allowances or discount allowed in the ordinary course of business.

obligations may be or hereafter become barred or otherwise unenforceable.
IA(A(1I mo ll'\!l\l0(
sinnsnviuvviuzls Ono-nun: '  2  '

2.1 l. "Obligations" mean all indebtedness of Seller and each Person who hereafter becomes
Seller, that is now or hereafter owing lo Factor. regardless whether such indebtedness is now
existingor hcrealler arising. whether it is voluntary or involuntary, whether due or not, secured or
unsecured. absolute or contingent. liquidated or unliquidatcd, and whether it is for principal.
interest, fees, expenses or otherwise. and regardlesswhether the Person who is or hereafter becomes
Seller may be liable individually or jointly with others, or whether reeoverv upon any such

The term.
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3.1. _
accompanied by original invoices therefor, evidence of shipping or proof of delivery or
perl'ormalnce of services, satisfactory to Factor,andsuch other documents as Factor may from time
to time require. Factor shall have the right to withhold the purchase price for such Accounts so
accepted until Seller furnishes such documents.

3. I. Seller agrees to offer certainof its Accounts for sale to Factor and Factor may purchase such
of said Accounts as are credit worthy and otherwise acceptable to it. in its sole and absolute
discretion. Nothing contained herein shall obligate Factor to purchase any Account from Seller.
which it docs not approve and accept. Factor reserves the right to reject an Account even though
Factor may in the past have accepted the Accounts of that particular Customer. If Factor rejects an
Account of a Customer where Factor has accepted Accounts of such Customer in the past, for so
long as such Customer may owe Factor any sum. Seller does hereby agree not to sell the Customer
any goods or render any services on more favorable terms than those established with respect to the
Faetored Accounts.

"Obligations," also includes: (a) all amounts which arise alter the tiling of a petition by or against
Seller under Title l l of the United States Code (the "Bankruptcy Code"), even if the obligations
do not accrue because of the automatic stay under Bankruptcy Code §362 or otherwise, and all
amounts which would become due but for the operation of the automatic stay under § 362(a) of the
Bankruptcy Code, and the operation of §§ 502(b) and 506(b) of the Bankruptcy Code;
(b) indebtedness arising under modifications. renewals. replacements and extensions of the
Obligations. and successive transactions which renew, continue, refinance or refund the Obligations,
and (c) all covenants and duties of Seller to Factor at' every kind, nature and description, (whether
arising out of the Agreement or any other agreement, instrument. document, record or contract now
existing or hereafter made by Seller in favor of Factor, and whether created by oral agreement or
operation of law, and whether or not for the payment of money), including without limitation any debt,
liability or obligation owing by Seller to others which Factor may have acquired by assignment or
otherwise.

2.13. "State" when referring lo: (a) the location of Sellerls chief executive office, will be referred
lo herein as the "Chief Executive Gftice Statez" (b) the location of Seller's state of organization,
will be rcfelTcd to herein as the "Seller Statcz" and (c) the location of Collateral consistingof goods,
will he referred to herein as the "Collateral State."

2.12. "Sell¢r's Books" mean and include all of Scller's books and records including ledgers and
records, computer programs, computer disks or mc files. computer printouts, and other computer
prepared information.

PURCHASE OF ACCOUNTS.

Accounts shall be offered by Seller to Factor upon such Tomas asmay beprovided by Factor,

3.3. As a condition precedent to purchasing Accounts hereunder, Factor must also receive an
official report from the Secretary of State of each Collateral State. the Chief Executive Office State.
and the Seller State (the "SOSReports"). indicating that Factor's security interest in the Collateral
is prior to all other security interests and other interests reflected in the report.

3.4. Factor has made no commitment to purchase any given amountof Seller's Accounts, but in
no event will I-lactor consider the purchase of an Account if the unpaid amount thereof, together
with the aggregateamount of all thenunpaid Factored Accounts,exceeds the Factoring Limit.

nr :ml §1l\ll_ll»»ll.D¢r
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3.5. lx is funhcr specifically understood between the parties hereto that Factor shall not in
connection with the purchase of Accounts. either expressly or impliedly. be deemed to have
assumed any liability or obligation which Seller may now or hereafterhave to its Customers.

-

-

3.6. In consideration for establishing this Factoring Credit Facility on the terms and conditions
statedherein, Seller agrees to pay to Factor upon the execution hereof an administrative set-up fee
of N/A of the Factoring Limit. which shall be deemed earned and non-refundable upon payment
\h¢f€Of.

PURCHASE PRICE/DISCOUNT.

4.1. Thc purchase price of each Factored Account will be the Net Facc Amount thereof less a
discount computed as a percentage of the Net Face Amount (the '°Discouut"). At the time an
Account is purchased, Factor will initially pay Seller eighty-five percent (85%) of the Net Face
Amount of the Account, and hold back the remaining l4.375% as a reserve (each and all, the
"Reservely). If the Account is paid within _Li days from the date of its purchase. the Discount will
equal 0.625% of the Net Face Amount. If a Factorcd Account is not paid by the Customer or
otherwise settled by Seller within said period. one or more additional discounts. computed as a
percentage of the Net Facc Amount, will be added to the amount of the Discount and
correspondingly charged against the Reserve in accordance with the following schedule:

(a) An additional discount of percent 0.625% shall be earned. thereby reducing the
Reserve lo l3.75%. if the Factorcd Account is paid b>' Customer or settled by Sellermore
than ii days, but on or before 3_Qdays. after the date of its purchase by Factor; and

(b) An additional discount of 0.625% shall be earned, thereby reducing the Reserve to
l3.l25%. if the Factored Account is paid by Customer or settled by Seller more than SQ
days, but on or before 5l_§ days. after the date of its purchase by Factor. and

(c) If the Factored Account remains unpaid or is not repurchased by Seller within 9_5
days after the date of its purchase by Factor, for each Q day period. or portion thereoll
thereafter an additional discount of 0.625% shall be earned and chargeable against the
Reserve.

All such additional discounts earned shall be cumulative, and may be deducted from the Reserveby
Factor at such time as the Factored Account is paid. charged back, repurchasedor otherwise settled
by Seller. No Factored Account shall be deemed paid until final settlement of the remittance
therefor hasbeenmac by the draweebank .

._. Each Reserve shall be held by Factor and may be applied to any Obligations of Seller to
Factor. Provided that Seller is not then in default under any Lem or provision of this Agreement.
each Reserve shall be paid or credited by Factor to Seller at least twice each month with respect to
those Factored Accounts which have been paid, less all Factorls costs, additional discount(s), the
Net Face Amount of any Factored Account to be charge back or repurchased by Seller.
adjustments made or allowed on any Factored Account, or sums or Obligations owing tram Seller
to Factor, whether arising out of this Agreement or otherwise. Payment of any Reserve is subject to
the computer closing date for that period.

l4l'\cl_lTnD.ll\ullllll
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LE. Notwithstanding the provisions of Section 4.1, Factor shall have the right at any time to
change the percentage which is to be paid to Seller and/or increase the percentage to bt: withheld as
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a Reserve with respect to any Account or Accounts to be purchased by Factor. By way of
clarification. but not by way of limitation, examples of the circumstances under which Factor will
exercise its right to change the percentage to be paid to Sellerand/or increase the percentage to be
withheld as a Reserve. include:

(a) If the amount collected on a Factored Account is less than ninety-five pcrccnl (95%)
of the amount billed.

(b) If the amount of the Factored Account to be purchased would. together with the
amount of all unpaid Factored Accounts, exceeded the Factoring Limit.

(c) If the Factored Accounts turnover substantially increases within a shiny (30) day
period.

(d) Thc collection of the Factored Accounts during any think (30) day period
substantially diminishes as compared with the previous period.

(c) If Factor receives intimation that the creditworthiness of a Factored Account
deteriorated.

(I) If Factor receives information that an account debtor has an offset in a substantial
amount.

RECOURSF.

5.1. Scllcr agrees lo repurchase and Factor may charge back to Seller, the Net Face Amount of
any Faclorcd Account which:

(a) tails xo comply with any of the warranties set forth in Article 8;

(b) involves a Customer Dispute,

(c) remains uncolleclcd due to Sellerls interference with Factorls efibrts xo collccl the
Factored Account, or

(d) is not paid within _'Q days aler the Factored Account is purchased, and in all events
within 105 days from date of  ̀invoice.

5.2. The repurchase or charge back of any Factored Account shall he accomplished in any one of
loc following manner or combination thereof, at Factor's option:

(a) Factor may require Seller lo assign additional Accounts and deduct said sums from
the purchase price thereof.

(h) Factor may deduct said amounts firm the Reserve which would otherwise be paidlo
Seller. or

(¢) Factor may demand payment from Seller.

All short payments, discounts and any other Obligation Seller may have to Factor may he deducted
in the same manner.

In ac.ll_l»1hNl!v-ll.mh
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RIGHTS IN FACTORED ACCOUNTS.

6.1.
authorized agent of Factor, said assignment shall vest full, absolute and invocable title and
ownership to said Factored Account in Factor. together with the proceeds thereof. and Seller's title
in the goods representedthereby. As the full and sole owner ofsuch Factored Account. Factor shall
be entitled to all of the ownership. title, rights. or guarantees which Seller possessed with respect
thereto and with respect to the goods represented thereby, including without limitation. the right to
stoppage in transit, reclamation or replevin of the goods, the right to the goods which may be
rejected, retumcd. or reconsigned and in and to any new Account created through the resale or
exchange of such goods. the right to file materialman's liens, the right at any time to verify any
information relating to any Factored Account in thename of Seller or Factor, the right to collect and
receive all monies due and to become due upon said Factored Account, theright to demand, collect.
receive. receipt for. sue for and compromise or settle the payment such Factored Account in its own
name or in the name of Seller, without notice to or consent of Scller. Seller shall have no right or
power to modify, change or alter the terms, price or other conditions of any Factors Account.

Upon approval and acceptance in writing of the assignmcnl of an Account by a duly

6.2. All invoices, statements and notices sent to the Customers shall bear an endorsement that the
Factorcd Account has been sold and assigned and is to be remitted only to Factor.

6.3. All remittances, including cash, checks and other proceeds arising from the Factored
Accounts shall be the sole and exclusive properly of Factor. Seller shall have no power or authority
to deposit or in any way deal with the proceeds of any Factored Account. If for any reason. Seller
should receive any payment or other proceeds of Factored Accounts, Seller agrees to hold said
proceeds in trust for Factor separate and apart from any property of Seller and endorse and transmit
the same to Factor in their original form on the same day that such remittance is received. together
with any voucher or memoranda. Should Seller come into possession of a check representing
payment owing to both Factor arid Seller. Scllcr shall tum over said check to Factor and Factor will,
provided Seller is not indebted to Factor, refund to Seller that portion thcreofbelonging to Seller.

6.4. _
particular Faclorcd Account, including remittances representing C.O.D. sales, may be applied as
Factor shall sec fit.

Anv remittance made by a Customer, unless specifically designated as being in payment of a

6.5. Seller docs hereby irrevocably designate, make, constitute and appoint Factor, and any agent
designated by Factor, as Sellerls :rue and lawful attorney, withpower to do the followingin Seller's or
Factorls name and at Selie's expensebut withoutnotice to Seller. and at such time or times (except as
otherwise provided herein) as Factor may. in its sole election, determine;

(a) Receive. open and dispose of all mail addressed to Seller, retaining all mail
pertaining lo the Factored Accounts.

(b) Endorse Sellcr's name on any checks, notes, acceptances. money orders. deaRs or other
forms of payment or security that may come into Factorls possession pertaining to Faclorcd
Accounts.

(c) Exercise all of SelIerls rights and remedies with respect to the collection al' Factored
Accounls.

urns. sown. lhiuo nor
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(d) I
on any draft against an account debtor, on any schedule assignment of Accounts, verification of
Accounts, on any notice to account debtors, or on any other instrument. document, Ur record
with respect to Factored Accounts.

Sign Scllerls name on any invoice, freight bill or bill of lading relating to any Account,

(c) Prepare, tile and sign Scllerls name on any proof of  claim in bankruptcy or similar
document against a Customer.

(I) Prepare, f ile and sign ScHer's name on any notice of lien, claim of mechanic's or
malcrialmanls lien or similar document or waiver or satisfaction thereof in connection with a
Factored Account.

(g) Execute any other documents that may fac il i tate the collect ion. l iquidation or
disposition of l`actored Accounts, and do all other acts and things necessary to facilitate the
collection of Factored Accounts.

Factor shall not he liable to Seller for any error in judgment or mistake of fact or law, doing all
things necessary and proper lo carry out the purposes of this Agreement. The authority granted
Factor, being coupled with an interest, shall remain in lull force and ef fect until all Factored
Accounts are paid in full and all Obligations of Scllcr to Factor have been fully paid and satisfied.

6.6. Seller shall notify Factor immediately in the event of a Customer Dispute and in the event
that the goods represented by any Factored Account arc returned to Seller br any reason, Seller
shall, subject to Factor's prior approval, promptly adjust and settle the same at its expense and
advise Factor oflany such adjustment. Seller shall, on demand, pay over to Factor the amount of any
such adjustment or repurchase said Factored Account, in the alternative, Factor may ouTset against
any such sums as may be due to Seller in the amount of such adjustment or the full unpaid balance
thereon plus any and all expenses and attorneys' fees which Factor may have incurred. Until said
Factored Account is repurchased by Seller. it is understood and agreed that all returned goods shall
be and remain the properly of Factor. Factor shall have the privilege of disposing of any returned or
rejec ted goods  at  the bes t  pr ice and upon the mos t  f avorable terms  avai lable under  the
circumstances. in the sole opinion of Factor.

-1
at. BOOKS AND RECORDS.

7.1. Seller shall keep proper and accurate books, correspondence. records and papers pertaining
to all Accounts and the Collateral and make proper entries in its books ref lecting the sale of
Factored Accounts to Factor. Factor (through any al' its officers, employees or agents) shall have
the right at any time during Seller's usual business hours or during the usual business hours of any
third party having control over the records of Seller to inspect Sellcrls Books and records and the
Collateral and remove all or pan of` Seller's Books from Sellcr's place of business for a limited
period of time for the purpose of making copies thereof

7.2. ll is understood and agreed the! Sellerls principal place of business is the address set forth
above and that all of Seller's Books, accounts. correspondence and other documents pertaining to
the Accounts are located there and that Seller will promptly notify Factor of any change of location
of' its business or the place where the books and records pertaining to the Accounts are kept.

7.3. Seller shall furnish lo Factor such information relating lo the financial condition of Seller as
Factor may request from time to time, and deliver to Factor within ninety (90) days after the close

I 41 l.¢.:_\1*U_l¢\vlslu.lln1
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of Seller's fiscal year a financial statement certified by an independent CPA or, at Factor's option.
an authorized representative of Seller, and within twenty (20) days aler receipt any other f inancial
reports or statements prepared by or for Seller.

W ARRANTIES.

8.1. As an inducement for Factor lo enter into this Agreement and to purchase Accounts from
Seller ti'om time to time, and with full knowledge that the truth and accuracy of these warranties arc
being relied upon by Factor in lieu of a complete credit investigation. Seller warrants as follows.
which warranties shall be deemed to be made at the time each Account is purchased by Factor:

(a) If Seller is a corporation or limited liability company, it is duly organized and is and
ax al l  l imes  hereinaf ter  wi l l  be in good s tanding under  the laws  of  the s tate of  i ts
incorporation or registration and is duly qualif ied and in good standing in every other state
in which it is required in be licensed.

(b) The ChiellExecutive Office Stale, Seller State, Collateral States and the chief place of
business and loc ntlice where Seller's Books are kept are each accurately identified in [inhibit
A.

(c) Seller is presently doing business only under its name as set forth in this Agreement
or under the trade names set forth in Q nhibit I .

(d) Seller is solvent and able to pay its debts as they mature.

(e) Seller is the true and lawful owner of the Accounts and the Collateral and has the
right and power and is duly authorized to enter into this Agreement and the execution.
delivery and performance thereof  does not constitute a default  under any indenture
agreement or undertaking to which Sellcr is now or hereafter a party.

(f) All financial statements. applications and information delivered to Factor or Financial
records or Sellerls Books which may be shown to Factor at any time shall be true and
correct in all material respects and kept in accordance with generally accepted accounting
principles.

(g) No actions or proceedings an thnealcned or pending against Seller, except as may be
specifically disclosed in writing to Factor. and if any of the foregoing arise. Seller shall
immediately notify Factor in writing with respect thereto.

(h) Seller has paid all federal. state and local taxes and assessments required of it by law
(including timely payment or deposit of all F.l.C.A. payments and withholding taxes) and no
lax lien has been tiled against Seller.

(i) All of said Collateral is owned by Seller only and is free and clear of any and all lien.
claim or security interest of' any party and no financing statement covering the Collateral or
the proceeds therefrom is or shall be on f i le at any public off ice. except as specif ically
disclosed in writing to Factor.
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G) Each Factored Account:

(I) is genuine and in all respects what it purports lo be and represents a bona
fide, existing, valid and legally enforceable indebtedness of the Customer named
thereinpayable in the amount. time and manner stated in the invoice therefor and is
absolutely owing to Seller and not contingent br any reason;

(2) represents a bona tide sale in the ordinary course of Seller's business of the
kind. quantity and quality of the goods or services described therein, and that the
goods or services described lhcrcin have been completely delivered, installed or
performed. and at the time al' delivery or installation have been accepted by the
Customer without condition,

(3) is not with a Customer in which Seller has any legal or financial interest;

(4) is due and payable in thirty (30) days or less or on such other terms as are
acceptable to Factor in its sole discretion which are expressly set forth on the face of
the invoice,

(5) is not subjccl to any claim, credit. deduction. discount, allowance, dispute.
setoff or counterclaim and the goods represented by said Account have notbeen sold
on consignment or which any return privilege whatsoever (except defective
merchandise),

covx-;nAn'ls OF SELLER.

9. I. Seller will not during the term of this Agreement assign or grant a security interest in any of
its Accounts to any other party and will not grant a security interest in any of the Collateral to any
other party. excepting purchase money security interests in equipment.

9.2. Seller will not change or modify the lcmms of any Factored Account, without the prior
approval al' Factor.

9.3. Seller will not gram a security interest inthe Collateral. or petit a lien, claim or encumbrance
to be impose on any of the Collateral, or allow the Collateral to be possessed by or under the control
of another person or entity.

9.4. Seller will not sell. license, lease. rent or otherwise dispose 08 move, transfer or relocate
outside the Collateral States, whether by sale or otherwise, any of Sellerls assets, including the
Collateral.but excludingInventory which may be sold, licensed. leased, or otherwise disposed of in the
ordinary course of Seller's business, provided that Factor continues to have a security interest in the
proceeds lhereoli

9.5. Seller will not change: (i) its Seller Stale; (ii) its corporate or trade name without providing
Factor with 30 days' prior written notice: Ur liiil any of its Collateral States without providing
Factor with 30 days' prior written notice.

9.6. Scllcr will not relocate its place al' business. its Chief Executive Oflicc State or moveSeller's
Btxmks fromthe locations set forthon F habit .

la: u.l §1hll_ll\&ll urn
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9.7. Seller will notify Factor in writing prior to any change in Sellerls place of business or it' it
has more than one place of business prior to any change in Scller's chief executive office or the
office or offices where Sellerls Books arc kept and will immediately notify Factor of any proposed
or actual change of Seller's name, location, identity. legal entity or structure.

9.8. Seller will maintain all Collateral in the Collateral State(s) at the address(es) identiticd in
Exhibit A and will not, without the priorwritten consent of Factor, move the Collateral to any other
addressees).

9.9. Seller will make timely payments or deposits of all taxes (including F.l.C.A. payments and
withholding taxes) prior to delinquency and furnish to Factor on demand evidence of such payment
or deposit.

9.10. Seller will not in any manner whatsoever take any action which may interfere with or hinder
the collection of the Factored Accounts or interfere with any of Factorls rights under this
Agreement. recognizingthat any such interference may result incivil and/orcriminal liability.

9.1 I. Seller shall, at its expense. obtain and keep in full force and effect the Collateral insured
against loss or damage as is customary for businesses similar to that of Seller and name Factor as
loss payee of such insurance. All proceeds received by Factor shall either be applied to any
Obligations of Seller to Factor or at the discretion of Factor released to Seller.

9.12. Seller will, when requcstW by Factor, execute any document or instrument or do any other
thing necessary to effectuate more fully the purposes and provisions of this Agreement. including
without limitation, executing and filing financing statements and continuation statements in the
form and substance satisfactory to Factor.

10. INDEMNITY.

10.1. Seller docs hereby indemnify and agree to hold Factor harmless from any and all claims,
demands. liabilities. loss. damage or expenses, including reasonable attorncys̀ fees which Factor
may at any time sustain, SutTer nr incur by reason of any action which may be brought against
Factor by any of SellerlsCustomers or any third party. This indemnityshall survive the termination
of this Agreement and shall not be deemed to be released by the mutual release referred to in
Section 14.9 of this Agreement.

SECURITY INTEREST IN COLLATERAL.

l l . l . As a further inducement to Factor xo enter into this Agreement and to secure the
performance of all Obligations of Seller to Factor under this Agreement. Seller does hereby grant to
Factor a security interest in all Collateral presently existing or hereafter arising, now owned or
hereafter acquired by Seller, together with the Additional Collateral. Seller agrees to execute a
financing statement and take such otheraction that may be required to perfect the security interest
of Factor in the Collateral.

l l .". Seller will execute and deliver to l`actor concurrently with Scllerls execution of this
Agreement. and at any time or times hereafter at the request of Factor, promissory notes, financing
statements, initial financing statements, continuation statements, security agreements. mortgages.
assignments.certificates of title, atlidavits, reports. notices, schedules of accounts, letters of authority.
and all other documents and records that Factor may request, in such font as is satisfactory to Factor.
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to lhrther evidence the Obligations and/or lo perfect and maintain Factor's security interest in the
Collateral and Tully comply with this Agreement.

11.3. Seller authorizes Factor to file one or more financing statements and initial financing
statements describing the Collateral. Seller hereby makes, constitutes andappoints Factor(and any of
l̀ actorls officers. employees or agents designated by Factor) as Seller's true and lawful attomcy with
power, but without notice to Seller, to sign the nameof Seller or take any other action on or with
respect to any Financing Statement, initial financing statement, continuation statement, security
agreement, mortgage, assignment, certificate of' title, aflitlavit, letter of authority. Ur notice or other
similar document necessary to perfect or continue the perfection of Factor's security interest in the
Collateral. Seller shall make appropriate entries in Seller's Books disclosing Factor's security interest
in the (Tollateral. The power of attomey created in this Scetion is couple with an interest, and shallhe
irrevocable until all Obligations are fully paid and satisfied.

I 1.4. Seller will have possession of the Collateral, except where expressly otherwise provided in
this Agreement or where Factor chooses to perfect its security interest by possession in addition to
the filing of a financing statement. Regardless who has possession, Seller shall in all events bear
therisk of lossof theCollateral.

I 1.5. Factor will have no truly to collect any income accruing on the Collateral or to preserve any
rights relating to the Collateral.

11.6. Where Collateral is in the possession of a third party, Seller will join with Factor in
notifying the third party of Factor's security interest and obtaining an acknowledgment from the
third party that it is holding the Collateral hr the benefit of Factor.

I 1.7. Seller will cooperate with Factor in obtaining control with respect to Collateral consisting
of? (a) deposit accounts: (b) investment property, (c) letter-of-credit rights, and (d) electrons
chattel paper.

I I . . Seller will not create any chapel paper without placing a legend on the Chanel paper
acceptable lo Factor indicating that Factor has a security interest in the chattel paper.

18. TFRMINATION.

12.1. This Agreement shall continue in effect until April 15. 2013, and shall be automatically
renewed for successive periods of six (6) months, unless terminated as follows:

(a) Factor may terminate this Agreement upon 30 days written notice given to Scllcr.

(b) Seller may terminate this Agreement only upon payment to Factor of a prepayment
charge of N/A lo defray Factorls costs and upon at least 30 days prior written notice.
Notwithstanding the foregoing, upon the occurrence of any default, Factor may terminate
this Agreement immediately without notice. Upon the effective date of termination whether
such termination is pursuant to the occurrence of' a default, all Obligations shall become

I No such
termination of this Agreement shall affect the liabilities and obligations of Seller or the
rights, Powers and remedies of Factor under this Agreement. or the security interest granted
to Factor hereunder until all Obligations have been fully paid and satisfied.

immediately due and payable by Seller to Factor without notice or demand.
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DEFAULTS/REMEDIES.

13.1. Any one or more of the following shall be a default hereunder:

(8)
respect.

Any warranty or representation made herein proves to be lhlsc in any material

(b) Seller breaches any covenants, tem or provision contained in this Agreement or
underany otheragreementor contract between Seller and Factor.

(C) Factor receives a SOS Report indicating that Factorls security interest in the
Collateral is not prior to all other security interests or other interests reflected in the rcpon.

id) A petition is filed by or against Seller under anybankruptcy or insolvency statute.

(e) Seller becomes insolvent or a lax lien is filed against Seller or Seller shall voluntarily
file for bankruptcy.

(0 Any involuntary petition in bankruptcy shall be filed against Seller and not dismissed
within 60 days.

(g) Any levy of attachment. execution, lax lien or similar process shall be issued against
Seller or the collateral and shall not be released within five days thercoti

(h) Seller ceases nonna business operations.

(i) A material portion of' the Collateral is damage or destroyed or cannot be located
within five days after Factor makes demand upon Seller to inspect the same.

U) The chief executive officer of Seller dies. becomes incompetent or is no longer
associated with Seller.

13.2 In the event of default, Factor may. an he election. lake any or all of the following actions, to
be exercised concurrently or successively:

(a) Cease purchasing Accounts from Seller or making any remittances to Seller from the
Reserve until all Obligations of Seller to Factor have been fully paidandsatisfied.

(b) Require Seller to repurchase, on demand, all Factors Accounts. and pay to Factor
all Obligations ollScllcr.

(c) Proceed to notify and collect all Accounts which have not been factored and, in such
exercise such rights and remedies withrespect to such Accountsas are set forth in this

Agreement with respect to FactoredAccounts.

(d) Notify the post hMce authorities lo change the address for delivery of mail addressed
to Seller to such address as Factor may designate.

(c) Exercise any and all rights of a secured party under the Uniform Commercial Code
and/or any other applicable law.
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If) Require Seller to assemble the Collateral. hold the same in trust for Factor's account
and. ii Scllerls expense, deliver the same to Factor or to a third party as Factor's bailcc at a
place or places lo be designated by Factor which is reasonably convenient to the parties, or
store the same in a warehouse in Factor's name and deliver to Factor documents of title
representing said Collateral.

(g) Require Seller Lu assemble Seller's Books and make them available to Fodor al a
place designated Hy Factor, at Sellerls expense. or deliver the same lo Factor at a place
which is reasonably convenient lo the panics.

(h) Enter, with or without process of law, and without further permission of Seller and
without the necessity of posting a bond, upon any premises where the Collateral is or believed
by Factor to be located, using all necessary force to accomplish the same without committing a
breach of the peace (Seller hereby waiving all claims lOt damages or otherwise due to. arising
from or connected with such entry and/or seizure), and: (i) take possession of said premises
and of the Collateral located therein; (ii) place a custodian in exclusive control of said premises
and ollany of the Collateral located therein; (iii) remove from the premises the Collateral (and
any of Seller's Books, materials and supplies) in any way relating to the Collateral or useful by
l~'actor in enforcing its rights hereunder; (iv) remain upon said premises and use the same
(together with said Scllcr's Books, materials and supplies) for the purpose of collecting the
Collateral and/or preparing the Collateral for disposition and/or disposing of the Collateral.

( i ) Sell ax one or more public or private sales, lease or otherwise dispose of the Collateral
(regardless whether Factor has taken possession thereof or whether the Collateral is present at
any such sale or disposition) in its then condition, or after further manufacturing, processing or
preparation thereof (utilizing. in connection therewith, without charge or liability to Factor
theretbr, any of Seller's assets), by means of one or more contracts or transactions, br cash or
on terms, in such manner and at such places (including Seller's premises) as. in the opinion of
Factor. is commercially reasonable.

l j ) Factor will have no obligation to clean up or otherwise prepare the Collateral for
sale. Factor will have no obligation to attempt to satisfy the Obligations by collecting them
li'om any other Person liable For them, and Factor may release, modify or waive any of the
Collateral provided by any other Person to secure any of  the Obligations. all without
affecting Factorls rights against Seller. Seller waives any right it may have to require Factor
to pursue any third Person for any of the Obligations. Factor has no obligation to marshal
any assets in favor of  Seller, or against or in payment of  the Obligations or any other
obligation owed to Factor by Seller or any other person. Factor may comply with any
applicable s tate or federal law requirements  in connect ion with a dispos it ion of  the
Collateral and compliance wil l  not be considered adversely to af fect the commercial
reasonableness of any sale of the Collateral.

(k) Factor may dispose of  the Collateral without giving any warrant ies  as  lo the
Collateral. Factor may specif ically disc laim any warranties of  t it le or the l ike. This
procedure will not be considered adversely to affect the commercial reasonableness of any
sale of the Collateral.

(l) If Factor sells any al' the Collateral upon credit, Seller will be credited only with
payments actually made by the purchaser, received by Factor and applied to the

IA! au.: \l'll.l_ll\1llllII¢
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indebtedness of the purchaser. In the event the purchaser fails to pay for the Collateral.
Factor may resell the Collateral and Seller shall be credited with theprocess of the sale.

(m) Factor shall have the right to purchase all or any portion of the Collateral al any
public sale. In the event Factor purchases any of the Collateral being sold, Factor may pay
for the Collateral by crediting against the purchase price some or all of the Obligations.

(n) All proceeds from said sale after payment of all costs andexpenses incurred therein
shall be applied to any and all Obligations of Seller Io Factor resuming any excess lo Sellcr
who shall remain liable to Factor for any deficiency.

No exerciseby Factor ofany rightor remedy shall be deemedan election thercoti

14. MISCELLANEOUS.

14.1. Seller authorizes Factor. in its sole discretion, to dispose of any documents, schedules.
invoices or other papers delivered to Factor at any time after six months after they are delivered to
Factor, unless Seller requests.in writing. the return of the same at Seller's expense.

14.2. Factor shall not be deemed to have waived any of' its rights or remedies hereunder unless
such waiver is in writing and signed by Factor. Failureor delay by Factor in exercising or enforcing
any right. power, privilege, lien, option or remedy hereunder shall not operate as a waiver thereof
and u waiver by Factor of any defaultby Seller under this Agreement shall not be construedof any
subsequent or otherdefault or etTcct or impair any right or power resulting therefrom.

14.3. With respect to procedural matters related to the perfection and enforcement of Factorls
rights against the Collateral, this Agreement shall be governed by federal law applicable to Factor
and, to the extent not preempted by federal law, the laws of the state where the Collateral. or the
portion of it against which enforcement is sought, is located without regard to that state's conflicts
al' law provisions. In all other respects, this Agreement will be governed by federal law applicable
to Factor and, to the extent not preempted by federal law, the laws of the State of (.lalifomia without
regard to its conflicts of law provisions. However, it' there ever is a question about whether any
provision of this Agreement is valid or enforceable, the provision that is questioned will be
governed by whichever state or federal law would find the provision to he valid and enforceable.
Seller docs hereby agree to submit to the jurisdiction of the courts of the State of Calilbrnia or the
State of Arizona, at Factor's election, with respect to any actions or proceedings arising out of or
relating to this Agreement and does hereby agree that service of process may be made upon Seller
by certified mail at the address set forth in this Agreement.

14.4. Unless otherwise provided in this Agreement, all notices. demands or other communications
to either party shall be in writing and shall be mailed, telecopicd or communicated by means of
facsimile transmission (followed by a mailed or delivered hard COPY). or delivered by hand or
courier service. at their respective addresses set forth in this Agreement. or at such other addresses
as shall be designated by such party in a written notice to the other party. All notices and other
communications shall be deemed delivered and effective when a record has been sent by telecopy or
other facsimile transmission, or upon receipt through the Internet, or upon hand delivery or upon the
next business day after deposit in a United States postal box if postage is prepaid. and the notice
properly addressed to the intended recipient.

PM aclls1n_n-lall on
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14.5. This Agreement constitutes the full and complete Agreement of the parties hereto and
neither pan) shall be bound by any provision or agreement oralor written except as set forth herein
and this Agreement shall not be modified or amended in any respect except by an agreement in
writing signed by both of theparties.

_

144 . If any provision of this Agreement is determined to be legally invalid or unenforceable. the
validity or enforceability of the remaining provisions of this Agreement shall not be affected
lhcrcby.

14.7. If at arty time or tics hereafter Factor employs council br advice or other representation: (a)
with respect to any of the Collateral or this Agreement, (b) to represent Factor in any litigation. contest,
dispute, suit or proceeding or to commence. defend, or intervene or to take any other action in or with
respect ro any litigation. contest, dispute. suit or proceeding (whether instituted by Factor, Seller or any
other party) in any way relating to any of the Collateral, this Agreement or Seller's affairs; (c) to
protect, collect, lease. sell, take possession of or liquidate any of the Collateral; (d) to attempt to
enforce any security interest of Factor in any of the Collateral, or (e) to enforce any Fights of Factor
against Seller or against any other person which may be obligated to Factor by virtue of this Agreement
including Scller's account debtors, then, in any of the fOregoing events, all of the reasonable attorneys'
tees arising li'om such services and all expenses, costs and charges in any way arising in connection
therewith or relating thereto shall constitute a pan of Factor's Costs secured by the Collateral and be
payable on demand.

14.8. This Agreement has been considered, approved and made in the State of Cali fomia and it
and all other documents shall become effective only when accepted by Factor in the State of
(Talia>mia.

la.*).
ad Seller executes a mutual release acknowledging that Factor is not indebted to Seller in any
amount. Factor shall reassign to Sellerall of its right, title and interest, without recourse, in and to
any remaining unpaid Factored Accounts and release its security interest in the Collateral.

At such time that all Obligations of Seller to Factor shall have been fully paid and satisfied

t4.l0. Notwithstanding the intention of the parties to the contrary as expressed in Section I Rf this
Agreement, in the event that the transactions contemplated herein are construed to be a loan by
Factor to Seller. the parties hereto agree to an elective rate of interest that is the rate resulting from
all charges paid or to be paid by Seller arising out of this Agreement.

14.1 I. This Agreement shall inure to and be binding upon the parties hereto, their personal
representatives, successors and assigns, provided, however. that Seller shall not have the right to
assign this Agreement or any rights hereunder without Factor's prior written consent and any such
assignment shall be void and of nm effect whatsoever.

14.12 TO THF FULLEST EXTENT PERMITTED BY APPLICABLE LAW. THE PARTIES
HERETO WAIVE ANY RIGHT TO TRIAL BY JURY IN ANY ACTION OR PROCEEDING
RELATING To THIS AGREEMENT OR ANY TRANSACITONS IIEREUNDER.

941 4r.l s?wu\m1\ hex
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IN WITNESS WHEREOF, this Agreement has been executed on the date set forth above.

FACTOR:

FIRST COMMUNlTWFINANCIAL
n division of Pad1ic)Vcstcm_Bnnk

By:

are

he: §xecu\ive_Vice Presidcn

SELLER:

Shadow Beverages and Snacks, LLC.
an Arizona limited liability coppapy

By:
Eeofgc Martinez

he: President

no »l..l_l1nb_ll2vl\l¢tlJ¢
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EXHIBIT A
to

FACTORING AGREEMENT

DATF: October 15, 2012

SEI.LFR: Shadow Beverages and Snacks, LLC,
an Ariana limited liability company

ADDRESS :

l̀ A(TTOR: FIRST COMMUNITY FINANCIAL.
a division of Pacific Wcslem Bank

ADDRESS: 4000 North Central Avenue, Suite 100
Phoenix. Arizona 85012

CHIEF EXECUTIVE STATF:

SF LLl= R 51 ATF:

CDI .LATERAL STATE(S):

. Arizona

. Arizona

-4650 East Cotton Center Boulevard, Suite 240, Phoenix, Arizona 85040

LOCAle ION OF SL°ll.H£R's BOOKS: -4650 E441 Cotton Center Boulevard. Suite 240, Phoenix, Arizona 85040

al l I l R s TRAP( NA'\f1l;b None

Lws<;'RII»'rlot~ OF REAL PROPERTY (if any): None

Shadow Beverages and Snacks, LLC.
an Arizona limited liability uomnpnl

By:_
Thor e| ariinez

Its:President

nu aLlil M l»l Oni not
-uallnu 11\ uuuas \\ll 1%-Man Lu.
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EXHIBIT A

'roll lxgl§mA (I mad: l pun of the EnnWng rtciauwnl w which II b ll0\¢xOd (the "Financing
hlunn?) batten Shadow Bsvungu Md Snacks, LLC ("'¢bmr°') :M FUN Cuulnnmly

Flnunchl, A dlvhbn ofPleI!lo Wutem Bank, \ Cullfumln aumdurlurad bank ("Ioeurd Plrty").
The word "Cal\l l¢nl ' In the Pln lnclng Sulmnn lmludu al l  lai !! nfbehlor . lmhdlq wl lhout
llmlutlon, ll) of the pmpmlu. ouch Md rllhll of Dubinr seedbed In the nun pnnglph Md,
Incl£ng whatever Is snecmpuld by in lppklubll Unllhmu CulnmcWul Cudl'l ddlnlllun of!!!
fvllowlng mms. whsxlvar lnemd, Mnslher now owned or heluhur nqulrd or lrlllnl, Ind all
pmeuds, pvnducu. repheunenu, luhldnuu, ueceulnns, 1ddnlon and Imprcvulnluh m are dlereo£
All peraond Ind Amen property of a-cy kind and num lnoluilng, wllhcul l lrulhllm. dl Mniun.

Nauru, °4\»l:w=»en1. no manrlnll. Iuvuasury, altar l°°41. ucawn, unum dam, rldm Le In
puqmem d money, lnsunnu nuM :Islam I»4 Ill other luunna dIIlr.l Md puueedl, ehlhll
plp¢r (Including ncurlw nguanum Md Luis), eluuauln ehllll no. doeunenu, m4141-
Imuumenu, ncwlslca Md char Invuwnmt prnpany, depart neecmu, d¢m lo pmuudn of hum
of cfedfg kull»~oFcn4il dlhtl, supponlnl obllpticm Rf cvuy umm, aid num Innndblu
lnddlnl, wllhaut llmkallm, ill to ntlnd dllml. llama 44 ynnnu. pilcm lppllelllanl,
nndcnurks, hdcmlrk applledlunt, Ind: ume, eapyrlghu, eogyright upgllel l lnu, rIcI la fun IM

Away Br pm lntlngamunl of num, lndumlrlu and eopyrl¢u, :umpmzr propulns, campus
lalhnro, endneerln drwinu. nrvlaa Maria, :llama in, l¢¢a»ln, Md all lin-u, pumlh,
nl1-ments at my NM or annum punuinl lo mum (I) Dsblur apanlna or ha uuuwluy to Oprah,
(ll) aw panama, ac: or ha lulhadw m pouoeu of use pmpav (vhuuw Unglble u lnnnllhl¢)
of others, or (IH) olhsn pours, in, or hnvo uulhodty to ws of in Dehorn pmpumr (Muller
nndble or lnhnglbh), nd dl leeadcd dm of any kind or M914 ngundluu of Ill medan of
reeordng, Indo&nl, wllhuul llmlhdnn, dl maure, Mtlw, vow, lpldhallom and uhemllcl,
mi Ill of Deblar'l ume Md NMI!! Innludlu ha n°l llmlbd w. I" auuomu lily ma lllh »¢
ncccnml dchlcn, ll ledgers; luenrdl nhledn. lummddng Ur cvldlnclng Dublov'l mush, ueauntu,
hudnm opuntinna or llnlnclll eendldon, wmymhr nlwwl, nompuw dew, ecmpuw Pflnicuu.
IM other! eompuler pnpund lnl§1uudul\ Md eumpuur equlpmnnne ufuq kind.
All Una: med In Thu ElmblL shall Bo conauued and defined (no UI mom ram hleamhhm \All\ ill
unusual in eunneeUon wllh who the Flmmdag Snulnunt u filed - "All\umonf'), In
leceWlnua with lb: mllmlng old ddlnlUonl al fclii In the Clll¢ml1 Unlfunn Cummclulll CMU,
u uncoded Rum Tim: In Non; gngudllld, however. wllh raped \o my lorn and hurl IM! lx
ddlned in (I) Aadeh 9 oflhs Unlhnn Commudd Cad: pnplfed Nada' the joint wounanhlp MM
Amarkuu hw Insllnale Md the Nndonnl cunfcunec of Ccmmlulamn on Unllhm sun Llwc. u
Infarce in thijurladlulon In whish lull I\nlnclnl untunanl was nuimdnd by Dnbioranhc du HIM
It Wu luthcrlud, of (ll) AMY 9 u In lira it any rellvut Lima In the Jwlodlwnn h whluh Ion
F\nlndnl SllkmeM In filed, or (Ill) Arlkla 9 ll In fares u my nlevni limn bl cho }urlldlmlon In
which Me rems oflha Agrnemem in enlhnad, Me meaning lo be nmibed lherew who :Una to
my pmlculu Item of property :hull Ba that under Ur man encompaldllg of the three definitions.
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THIS MUTUAL RELEASE is made this 29th day of October, 2014, by and between
CapitalSource Business Finance Group, a db of BFI Business Finance, as assignee of First Community
Financial, a division of Pacific Western Bank ("Fnclor"), Shadow Beverages and Snacks, LLC
("Seller").

A. Seller and Factor entered into that certain Factoring Agreement dated October 15, 2012
(the "Agreement"), evidencing a factoring relationship between Seller and Factor.

B. Such factoring relationship arising under the Agreement between the parties has
terminated, by expiration, cancellation, or otherwise, and the parties are desirous of documenting the
termination and release from further rights or obligations of the parties under the Agreement or any
instruments relating thereto.

NOW, THFRFFORE, in consideration of the premises and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as
follows:

I. Seller and Factor hereby release and discharge each other and their officers, directors,
servants, agents, employees, subsidiaries and affiliates from any and every claim, liability, obligation,
cost, demand, accounts, contracts, damage, action and cause of action of whatever character,of anykind
or nature, whether known or unknown, suspected or unsuspected, arising out of the Agreement or the
factoring relationship evidenced thereby;provided, however, that the foregoing release shall not affect
in any way at' be operative with respect to any liability that Seller or any of its officers, directors,
servants, agents, employees, subsidiaries, and affiliates, have or may have to Factor by reason of that
certain Indemnity Agreement made by Seller and another party in favor of Factor, dated October 29,
2014. All accounts receivable which have heretofore been assigned to Factor pursuant to the
Agreement, but the full proceeds thereof have not yet been received by Factor in collected funds, are
hereby reassigned to Seller without recourse or warranty;

2. Each of the parties hereto acknowledged that all indebtedness due or to become due
directly or indirectly arising out of or related to the Agreement to the other party has been paid and
satislicd;

3. Seller and Factor hereby agree that if either of them shall at any time take any action to
contest, set aside, limit, revoke, or in any way question this Mutual Release, or assert any right or claim
inconsistent herewith, and shall not he the succcsslUi or prevailing party in such action, such person
shall indemnify and hold harmless the other party named above with respect to any claim, damage,
expense or cost, including reasonable attorneys' tees, that said party may incur or suffer on account
thereof,

(
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4. Simultaneously with the execution and delivery of this Mutual Release by both parties,
Factor shall automatically file original UCC -~3 termination statements, terminating the security interest
claimed by Factor in the collateral described in the Agreement;

5. This Release shall be governed as to its scope, interpretation, execution and performance
solely by the internal laws of the State of California, without regard to principles of conflict of laws.

6. 'this Release may be executed in any number of duplicate originals, and each duplicate
original shall be deemed to be an original. This Release (and each duplicate original) may be executed
in any number of counterp8l1s, all of which together shall constitute one hilly executed agreement, even
though all signatures do not appear on the same document.

IN WITNESS WHEREOF, the parties have executed this Mutual Release in the date first
hereinabove set forth.

FACTOR:

CapitalSource Business Finance Group
db of BFI Business Finance

By:
Matthew A.Lerner

Its: Executive Vice President

SELLER;

Shadow Beverages and Snacks, LLC,
an Arizona limited liability company

eo Martlnez

Its:President

CSBFG000216
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$500,000.00

FOR VALUE RECEWED, the undersigned, SHADOW BEVERAGES AND SNACKS,
LLC an Ari2ona limited liability company ("Maker") promises to pay to Canis MajorDevelopment
("Lender"), or order, the principal sum of Five Hundred Thousand Dollars and No Cents
($500,000.00), together with interest.

The entire unpaid principal, all unpaid accrued interest and all other amounts payable
hereunder shall be paid in full on or before May 6, 2013.

The actual rate of interest shall be $25,000 on a 30 day basis. On April 5th, 2013 a payment
of $25,000 for interest will be paid. On May 6th, 2013 the principal of $500,000 andan additional
interest payment of $25,000 will be made. All amounts payable hereunder shall be paid in lawful
money of the United States.

Maker shall have the right at any time or from time to time m prepay all or a portion of the
principal or interest without a prepayment charge or premium.

At the holder's option, any payments hereunder may be applied first to accrued interest and
then to principal,

This Note shall become immediately due and payable at the option of the holder hereof
without presentment or demand or any notice or Maker or any other person obligatedhereon except
as otherwise provided by the Term Loan Agreement of even date herewith between Maker and
Lender (the "Loan Agreement"), upon the occurrence of any event of default 'm the payment of any
of the principal or any interest hereon whendue, upon default under the Loan Agreement, or upon
default under any other agreement between Maker and Lender. Failure to exercise this option shall
not constitute a waiver of the right to exercise the same in the event of any subsequent default.
Principal and interest shall be payable at the address of Lender, as set forth in the Loan Agreement
or at such other place as the holder hereof may designate.

In the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the terms hereof or of any agreements related to this
indebtedness, or if any holder hereof becomes party plaintiff or defendant in any legal proceeding
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and
assigns, and any endorsers hereof shall repay to such holder hereof] on demand, all costs and
expenses so incured, including reasonable attorneys' fees, whether or not suit is brought, including
those costs, expenses and attorneys' fees incurred after the filing by or against the Maker of any
proceeding under any chapter of the Bankruptcy Code, Title l 1 of the UnitedStates Code, or similar
federal or state statute, and whether incurred in connection with the involvement of any holder
hereof as creditor in such proceedings or otherwise.

Shadow Beverages 3.7.210]

I S49

PROMISSORY NOTE
(Teml Loan)

EXHIBIT
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Phoenix, Arizona
March 7, 2013
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Except as otherwise provided 'm the Term Loan Agreement, Maker and all endorsers, all
guarantors, and all others who may become liable for all or any part of these obligations hereby
severally waive (i) demand, presentment for payment, notice of nonpayment, demand and dishonor,
protest, notice of protest and all other notice except as otherwise provided herein, (ii) filing of suit,
and (iii) diligence in collecting this Note. Mater, all endorsers, all guarantors, and all others who
may become liable for all or any part of these obligations hereby severally agree that it will not be
necessary for any holder hereof in order to enforce payment of this Note, to first institute suit or
exhaust its remedies against any maker or others liable hereford. Maker, dl endorsers, dl guarantors,
and all others who may become liable for dl or any pan of these obligations hereby severally
further consent to any extension or postponement of time of payment of this Note or any other
indulgence with respect hereto, including but not limited to, the release of any party primarily or
secondarily liable hereon without notice thereof to any of them.

MAKER, ALL ENDORSERS AND ALL GUARANTORS, HEREBY SEVERALLY WAIVES THE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF, RELATING TO, OR
CONNECTED WITH THIS NOTE, IT BEING ACKNOWLEDGED BY MAKER, ALL ENDORSERS AND
ALL GUARANTORS THAT EACH SUCH PARTY MAKES THIS WAIVER OF TRIAL BY JURY
KNOWINCLY AND VOLUNTARILY AND onLy AFTER CONSULTATION WITH LEGAL COUNSEL

This Note shall be governed and construed in accordance with the laws of the State of
Arizona.

This Promissory Note was executed and delivered by the undersigned and is effective as of
the date first set forth above.

SHADOW BEVERAGES AND SNACKS. LLC, an
Arizona limited liability company

By:/

et. President . ;

By:

Shadow Beverages -3.7.2013
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6/09/15 wire Transfer Historical Search
*Incoming* *Posted*

11:37:27

16031 D Wire Date: 3/07/13 Wire Seq#= 26910
{5000}

1712 D
DAV1D P KELLY

Acct#/Type
Originator
Account...,.
Name........
Address 1...
Address 2...
Address 3...

$100,000.00
Fee/counter... 100

ye. S
Notice..... P

{2000}Transfer Amount..
Analysis..... E
Entered By...
Type/subtype. 10
Reference Number.

SYSTEM
00 {1510}
l .0307 001677

Beneficiary
Account.....

{4200}.-6031
Name.. I I I I I u » S H A D O W  B E V E R A G E S  A N D  S N A C K S  L L C

Address 1....

D

F'3=Exit
More...

F8=Maintenance Fl2=previous

Exl-mir?
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6/09/15 wire Transfer Historical Search
*Incoming* *Posted*

11:38:01

-6031 D wire Data: 3/07/13 wire Seq#= 26913
{5000}

Acct#/Type
Originator
Account.....
Name........
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LIMITED SECURITY AGREEMENT

THIS LIMITED SECURITY AGREEMENT (this "Agreement"), is made and enteredinto on
March 7, 2013 (the"Effactige Date"), by and betweenSHADOW BEVERAGES AND SNACKS, LLC,
an Arizona limited liability company ("Bora~ower"), and Canis Major Development, an individual
("Lender").

RECITALS

A. As of the Effective Date, Lender has made a loan to Borrower in the amount of Five
Hundred Thousand and 00/100 dollars (S500,000.00) (the "Loan") .

. As security for the Loan, Borrower agrees to grant Lender a security interest in the
hereinafter described Collateral.

AGREEMENT

NOW, THEREFORE, as an inducement to Lender to make the Loan to Borrower and for other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
Borrower and Lcndcr hereby agree as follows:

Assignment and Gran! Qf Security Interest in Collateral.

(a) in order to secure the Secured Obligations (hereinafter defined), Borrower docs
hereby sell, assign, transfer, convey, mortgage, pledge and grant a continuing limited
security interest in Borrower'sproduct inventory and accounts receivable in an amount
equal to the outstanding balance of the Loan (the "Collateral"). The parties
acknowledge that Borrower shall be entitled to grant security interests in Borrower's
product inventory and accounts receivable to third parties without the prior consent of
Lender, provided, however, that Borrower shall maintain Lender's security interest in the
Collateral free and clear of any security interest granted to any third party(ies) and, from
time to time, Lender may request documentation from Borrower which reflects that the
Collateral is suilicient to secure the then outstanding obligations \Ander the Loan.

2. Indebtedness . Secured.
pcrfonnancc of all of the obligationsof Borrower under and pursuant to that PromissoryNote of near or
even date herewith, in the amount of Five Hundred Thousand and 00/100 Dollars ($500,000.00)by
Borrower in favor of' Lender (the "Note"). The forgoing is hereinaher refereed to as the"Secured
Obligations."

This Agreement secures ful l  and prompt payment and

3. Represent_at.
covenants, that:

atlons, Warranties, and Covenants. Borrower represents and warrants, andw n

(a) Borrower has not done anything Which might prevent Lender from or limit
Lender's exercise orenforcement of any of the provisions hereof;

, (b) Borrower will pcnnit and assist Lender to perfect the security interest herein
granted to Lender by filing financing statements in such public offices as Lender deems appropriate to
perfect the security interest herein granted ro Lender;

t o
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(c) Borrower will maintain the Collateral free and clear from any liens, security
interests or encumbrances, except for the security interest granted hereby, and will defend the Collateral
against all claimsand demands fall persons at any time claiming the same or any interest therein; and

(d) The execution, del ivery and performance of this Agreement are not in
contravention of law or any indenture, agreement or undertaking to which Borrower is a party or is
bound.

4. Events of Default; Remedies. Borrower shall be in default of its obligations under this
Agreement if any of the following are not completely cured by Borrower within Etteen (l5) days aler
notice thereof from Lender specifying such default (provided that if such default cannot reasonably be
cured within such fifteen (la) day period, no Event of Default shall be deemed to exist if Borrower shall
commence to cure such default within such fifteen (15) day period and proceed with due diligence to
complete such cure; but it\ any event, such default must be cured within ninety (90) days after Lender's
notice) (each, an "Event al' Default") :

(a) failure of Borrower to make any payment due under the Note within ten (10)
days of when due and payable, whether as scheduled, by acceleration or otherwise;

(b) a breach by Borrower of any representation, warranty, covenant, agreement or

obligation set forth in this Agreement,

(c) Borrower, pursuant to or within the meaning of Title ll, U.S. Code, or any

similar federal, foreign or state law for the relief of Borrowers, (a) commences a voluntary case, (b)
consents to the entry of an order for relief against it in an involuntary case, (c) consents to the

appointment of a receiver, trustee, assignee, liquidator or similar official, (d) makes a general assignment
for the benefit of its creditors, or (e) admits in writing that it is generally unable to pay its debts as they
become due, or

(d) the dissolution or !emlination of Borrower.

Upon any and each and every such Event of Default and at any time thereafter, Lender may
declare all Secured Obligations secured hereby immediately due and payable and may proceed to enforce
payment of the same and exercise any and all rights and remedies provided by the Uniform Commercial
Code as enacted in Arizona. Any notification of sale or other disposition of the Collateral required ro be
given by the Lender will be sufficient if given personally, or mailed by certified mail, not less than fiRer
(l5) days prior to the date on which such sale or other disposition will be made, to the address of the
Borrower stated in Section 11.3 of the Note, and such notification shall be deemed reasonable notice.
Proceeds received by Lender upon disposition of the Collateral shall be applied by Lender first towards
payment of the Secured Obligations and any balance remaining after payment in full of the Secured
Obligations shall be paid to whomever shall be so entitled. Borrower shall be liable for any deficiency in
the event the Secured Obligations are not paid in full from said proceeds.

5. Liabilitv. Borrower agrees that the Collateral is being assigned to the Lender solely as
security for the payment and performance of the Secured Obligations, and that Lender, by its acceptance
hereof] shall not be deemed to have become a member of Borrower or assumed or otherwise become
liable for any of the obligations or liabilities of Borrower, whether provided for by the terns thereof,
arisingby operation of law.or otherwise.

2
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6.
written and shall continue in full force and effect until all of the Secured Obligations secured hereby have
been indefeasibly paid in full.

8qgn of Agreement. This Agreement shall commence as of the day and year first above

7. Successors and Assigns. The terms, covenants and conditions contained herein shall bind
Borrower and its successors and assigns and shall inure to the benefit of Lender and its successors and
assigns.

8. No Waiver. No failure or delay on the pan of the Lender to exercise any rights hereunder
shall operate as a waiver of such right, nor shall any single or partial exercise by the Lender of any right
hereunder preclude any other or further exercise thereof, or the exercise of any other right. Each and
every right and remedy granted to the Lender hereunder, or under any document delivered hereunder or in
connectionherewith, or allowed to the Lender in law or in equity, shall be deemed cumulative and may be
exercised from time to time either singly or concurrently.

§ g iccs. Each notice, demand, election or request provided for or permitted to be given
pursuant to this Agreement shall be given in accordance withSection l 1.3 of the Note.

10. Govemjng Law. This Agreement and the rights and obligations of the parties hereunder
shall be govemcd by, and construed, interpreted and enforced in all respects in accordance with the laws
of the Stateof Arizona.

l l . l 'ntire Agreement. This Agreement contains the entire agreement of the parties with
respect to the subject matter hereof, and any representation, inducement, promise or agreement between
the parties with respect to the subject matter of this Agreement that is not embodied herein shall be null
and void and of no further force or effect.

12. Amendment. This Agreement may not be moditicd, amended or otherwise altered except
by written agreement executed by Borrower and Lender.

13. Q unterpans, Delivery. This Agreement may be executed in counterparts, each of which
shall be deemed an original, but together they shall constitute one and the same agreement. This

Agreement may be executed and delivered by facsimile or PDF.

14. §gyerability. In the event any provision contained in this Agreement is invalid, illegal or
unenforceable for any reason or to any extent, the validity, legality and enforceability of the remaining
provisions contained herein shall not in any way be affected or impaired thereby, but instead shall be
enforceable to the maximum extent permitted by law.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREUF, the parties have caused this Agreement to be executed as of the
Effective Date.

BORROWER

SHADOW BEV GES A
Arizona Iigzitfd lial;i1ity co

CKS LLC, an

By:
Name
Title:

LENDER

Canis1Major Development

Signature Page - Security Agreement
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This PAYMENT AND PERFORMANCE GUARANTY ("Guaranty") is made as of
March 7, 2013 by the undersigned (individually and collectively, "Guarantor") in favor of Canis
Major Development("Lender").

Guarantor is executing this Guaranty to induce Lcndcr to make a loan (the "Loan") to
SHADOW DEVERAGES AND SNACKS, LLC ("Borrower") in the principal amount ofFIVE
HUNDRED Thousand Dollars ($500,000). The Loan is beingmade under aPromissory Note
(the "Note") of even date herewith, between Lcndcr and Borrower.Unless defined herein, all
capitalized terms shall have the meanings set forth in the Note.

l. Guaranty of L838. This Guaranty constitutes an absohnc, direct, immediate, and
unconditional guarantee of timely payment and pcrlbrmance, and not merely of collectability,
and shall include, without limitation, all primary, secondary, direct, indirect, fixed and contingent
obligations of Borrower to pay principal, interest, prepayment charges, late charges, default
interest, loan fees and other fees, charges, sums, costs and expenses which may be owing at any
time in connection with the obligations of Borrower under the Note, as such may be modified,
amended, extended or renewed from time to time. I" Borrower defaults in the payment when due
of the Loan or any part of it, Guarantor shall, in lawful money of the United States, immediately
pay to Lender, all sums due and owing on the Loan. Additionally, Guarantor shall be
responsible for and shall hilly perform all of the other obligations of Borrower under the Loan
Documents promptly upon receiving written notice from Lender that Borrower has failed to
perform any of such obligations in accordance with the Loan Documents. The obligations of
Guarantor under this Guaranty shall be continuing and irrevocable until all of the amounts owed
and all other obligations to be performed under' the I.oan Documents have been fully satisfied.

2. Rights of Lender. Guarantor authorizes Lender to perform any or all of the
following acts at any time in its sole discretion, all without notice to Guarantor and without
affecting Guarantor's obligations under this Guaranty:

a. Lender may apply any payments or recoveries from Borrower, Guarantor
or any other source, to Bon1Jwcr's obligations under theLoan Documents in such manner,order
and priority as Lender may elect.

endorsers.

n.

d. In addition to the Loan, Lender may extend other cledit to Borrower, and
may take and hold security for the credit so extended, all without affecting Ouaxamor's liability
under this Guaranty.

b.

c.

PAYMENT AND PERFORMANCE GUARANTY

Lender may release Borrower from its liability for theLoanor anypan of

Lender may substitute, add or release any one or more guarantors or

FactualBackground

Guaranty

Pr)menl and Performance G\mamy

V31 u~_ H' 4-1 t"*¢._"̀ . - .
. l  '=. ___;1 isKG

SHADOW007353



I I

3. Guaranty to be Absolute. Guarantor expressly agrees that until the Loan is paid
and performed in full and each and every term, covenant and condition of this Guaranty is fully
pcdormed, Guarantor shall not be released by or because of:

_. Any act or event which might otherwise discharge, reduce, limit or modify
Guarantor's obligations under this Guaranty;

b. Any waiver, extension, modification, forbearance, delay or other act or
omission of Lender, or its failure to proceed promptly or otherwise as against Borrower or any
Guarantor,

c. Any action, omission or circumstance which might increase the likelihood
that Guarantor may be calls upon to perform under this Guaranty or which might affect the
rights of' remedies of Guarantor as against Borrower; or

d. Any dealings occurring at any time between Borrower and Lender,
whether relating to the Loan or otherwise.

Guarantor hereby expressly waives and surrenders any defense to its liability under this
Guaranty based upon any of the foregoing acts, omissions, agreements, waivers or matters. It is
the purpose and intent of this Guaranty that the obligations of Guarantor under this Guaranty
shall be absolute and unconditional under any and all circumstances.

4. Guarantor's Wauivcrs. Guarantor waives:

... All st totes of limitations as a defense to any action or proceeding brought
against Guarantor by Lender, to the fullest extent permitted by law;

b. Any right it may have to require Lender to proceed against Borrower,
proceed against or exhaust any security held from Borrower, or pursue any other remedy in
Lender's power to pursue,

c. Any defense based on any claim that Guarantor's obligations exceed or are
more burdensome than those of Borrower;

u. Any defense based on: ( i) any legal disability of  Borrower, ( i i)  any release,

discharge, modif icat ion, impairment or l imitat ion of  the l iabi l i ty of Borrower to Lender from any

cause, whether consented to by Lender or arising by operation of law or from any bankruptcy or

other voluntary or  involuntary proceeding, in or out of court, for the adjustment of debtor-

creditor  relat ionships  (" Insolvency Proceeding") and ( i i i )  any rejec t ion or  d isaf i i rmnnce of  the

Loan, or any pan of  it, of ' any security held for it, in any such Insolvency Proceeding;

9. Any defense based on any action taken or omitted by Lender in any
Insolvency Proceeding involving Borrower, including any election to have Lender's claim
allowed as being secured, partially secured or unsecured, any extension of credit by Lender to
Borrower in any Insolvency Proceeding, and the taking and holding by Lender of any security
for any such extension ofcredit;

Payment and Pcrlbnulnco Gunn fly March IZ, 2013 2
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f. All presentments, demands for performance, notices of nonperformance,
protests, notices ofprotest,notices of dishonor, notices of acceptance of this Guaranty and of the
existence, creation, or incurring of new or additional indebtedness, and demands and notices of
every kind;

,_,. Any defense based on or arising out of any defense that Borrower may
have to the payment or perfonnance of the Loan or any pan omit;

h. Any bcnelit of the provisions of Arizona Revised Statutes Sections 12-
1641 and l2~l642 et seq., and Rule l7(f) of the Arizona Rules of Civil Procedures, that set forth
certain rights and obligations among guarantors, debtors and creditors, to the extent applicable;

i . Any exemption rights; and

j. Any benefit of any statutory provision limiting the right of Lender to
recover a dcliciency judgment, or to otherwise proceed, against any person or entity obligated for

payment of the Loan, oNer any trustee's sale, any judicial foreclosure sale or any personal

property sale of any collateral securing the Loan including, without limitation, the benefits, if

any, of Arizona Revised Statutes Section 33-814. If Lender exercises any right or remedy with

respect to any collateral securing the Loan, Guarantor shall remain liable to Lender' for the

deficiency by which the net proceeds actually received by Lender from the exercise of such right

or remedy shall be less than Borrower's obligations under the Loan, except to the extent

otherwise provided by law.

k. Any defense based on any lack of authority of the officers, directors,
partners ox' agents acting or purporting to act on behalf ofBorrower or any principal of Borrower
or any defect in the formation of Borrower or any principal ofBorrower.

-. Revival and Reinstatemcgg. If Lender is required to pay, return or restore to

Borrower or any other person any amounts previously paid on the Loan because of any

Insolvency Proceeding of Borrower, or any other reason, the obligations of Guarantor shall be
reinstated and revived and the rights of Lender shall continue with regard to such amounts, all as

though they had never been paid.

6. Infbmration Regarding Borrower. Before signing this Guaranty, Guarantor
investigated the financial condition and business operations of Bon'owcr, and such other matters
M Guarantor deemed appropriate to assure itself of Borrower's ability to discharge its obligations
under the Loan Documents. Guarantor assumes ftrli responsibility for that due diligence, as well
as for keeping informed of all matters which may affect Borrower's ability to pay and perform its
obligations to Lender. Lender has no duty to disclose to Guarantor any 'information which
Lender may have or receive about Borrower's financial condition or business operations, or any
other circumstances bearing on Borrowers ability to perform.

7. Subordination. Any rights of Guarantor, whether now existing or later arising, to

receive payment on account of any indebtedness (including interest) owed to it by Bon'ower, or

to withdraw capital invested by it in Borrower, or to receive distributions from Borrower, shall at

all times be subordinate in all respects to the lien of the Loan. Nevertheless, upon request by

Lender, Guarantor shall collect, enforce and receive any indebtedness of Borrower to Guarantor.

Pnymcnt and Pelrfonnance Guannly Minh IZ, 2011 3
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Any sums collected at Lender's request or collected in contravention of the prohibition set ToM
herein shall be held by Guarantor as trustee for Lender and shall be paid over to Lender on
account of Borrower's obligations under the Loan Documents; provided, however, such
payments shall not impair, reduce or affect in any manner the liability of Guarantor under the
other provisions of this Guaranty. Guarantor hereby agrees to indemnify Lender and to hold
harmless from and against any and all loss, cost, damage or expense (including, without
limitation, attorneys' fees and court costs) incurred by Lender as a result of or in connection with
any allegation or finding that the delivery of this Guaranty is a "preference" under ll U.S.C. §
547.

!

1

8.
that:

Guarantor's Represematigns and Warranties. Guarantor represents and warrants

... All financial statements and other financial information fumishcd or to be
fumishW to Lender are or will be true and connect and do or will fairly represent thle.financia1
condition of Guarantor (including all contingent liabilities); and

b. There has been no material adverse change in Guarantor's financial
condition since the dates of the statements mostrecently furnished to Lender.

9. Events of Default. Lender may declare Guarantor to be in default under this
Guaranty upon the occurrence of' any of the following events ("Events of Default"):

Guarantor fails to materially perform any of its obligations under thisa.
Guaranty; or

b. Guarantor attempts to revoke this Guaranty or this Guaranty becomes
ineffective for any reason, or

c. Any representation or warranty made or given by Guarantor to Lender
proves to be false or misleadingas of the date made in any material respect, or

Guarantor becomes insolvent or the subject of any Insolvency Proceeding;
or

The death or disability of Guarantor.

10. _ Guarantor is authorized to execute, deliver and
perform under this Guaranty, which is a valid and binding obligation of Guarantor. No provision
or obligation of Guarantor contains in this Guaranty violates any applicable law, regulation or
ordinance, or any order or ruling of any court or govcmmental agency. No such provision or
obligation conflicts with, or constitutes a breach or default under, any agreement to which
Guarantor is a party.

Authorization; No Violation.

l l . Additional and Independent Obligations. Guarantor's obligations under this
Guaranty axe in addition to its obligations under any other existing or future guaranties, each of
which shall remain in full force and effect until it is expressly modified or released in a writing
signed by Lender. Guarantor's obligations under this Guaranty are independent of those of
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Borrower or any other guarantor on the Loan. Lender may bring a separate action against
Guarantor without first proceeding against Borrower, any other guarantor or person or any
security that Lender may hold, and without pursuing any other remedy. Lenders rights under
this Guaranty shall not be exhausted by any action by Lenderuntil the Loan has been paid and
performed infull.

12. No Waiver: Consents: Cumulative Remedies. Each waiver by Lender must be in
writing, and no waiver shall be construed as a continuing waiver, No waiver shall be implied
from Lenders delay in exercising or failure to exercise any right or remedy against Borrower,
Guarantor or any security. Consent by Lender to any act or omission byBorrower or Guarantor
shall not be construed as a consent to any other or subsequent act or omission, or asawaiver of
the requirement for Lcndds consent to be obtained in any future or other instance. All remedies
of Lender against Borrower and Guarantor are cumulative.

13. No Release. Guarantor shall be released from its obligations under this Guaranty
when all of Bon°owcr's obligations under the Loan Documents have been performed in full, and,
at Borrower's request, Lender will provide to Bomber a writing signed by Lender confirming
such release.

14. Heirs, Successors and Assigns: Participation. The terms of this Guaranty shall
bind and benefit the heirs, personal representatives, successors and assigns of Lender and
Guarantor; provided, however, that Guarantor may not assign this Guaranty, or assign or
delegate any of its rights or obligations under this Guaranty, without the prior written consent of
Lender in each instance. Lender in its sole discretion may sell or assign participations or other
interests in the Loan and this Guaranty, in whole or in part, all without notice to or the consent of
Guarantor and without affecting Guarantor's obligations under this Guaranty. Also without
notice to or the consent of Guarantor, Lender may disclose any and all information in its
possession concerning Guarantor, this Guaranty and any security for this Guaranty to any actual
or prospective purchaser of any securities issued or to be issued by Lender, and to any actual or
prospective purchaser or assignee of any participation or other interest in the Loan and this
Guaranty.

15. Exchange of Information. The Guarantor agrees that the Lender may exchange
financial information about the Guarantor with his attorneys, financial advisors and other
professionals.

16. Notices. All notices given under this Guaranty must be in writing and shall be
effectively sewed upon delivery, or ii' mailed, upon the first to occurof receipt three (3) days
afterdeposit in certified United States mail, postage prepaid, sent to the party rt the following
address:

Lender:

Guarantor: The address set forth beneath the signature of Guarantor below.

Payment Md Pufomxmce Gummy Mardi Hz, 2013 5
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Those addresses may be changed by Lender or Guarantor by written notice to the other party.

Service of any notice on any one Guarantor signing this Guaranty shall be effective service on

Guarantor for all purposes.

17. Rules of Constmctiou. In this Guaranty, the word "Borrower" includes both the
named Borrower and any other person who at any time assumes or otherwise becomes primarily
liable for all or any part of the obligations of the named Borrower on the Loan. The word
"person" includes any individual, company, limited liability company, trust or other legal entity
of any kind. If this Guaranty is executed by more than one person, the word "Guarantor" includes
all such persons. The word "includc(s)" means "includc(s), without limitation," and the word
"including" means "including, but not limited to." When the context and construction so require,
all words used in the singular shall be deemed to have been used in the plural and vice versa. No
listing of specific instances, items or matters in any way limits the scope or generality of any
language of this Guaranty. All headings appearing in this Guaranty are for convenience only and
shall be disregarded in construing this Guaranty.

!8. Governing Law. This Guaranty shall be governed by, and construed i n
accordance with, the laws of the State of Arizona.

19. JURY TRIAL; JURISDICTION. GUARANTOR HEREBY wAi vEs  THE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF, RELATING TO,
OR CONNECTED W I T H T HI S  G UARANT Y,  I T  BE I NG  ACKNO W L EDG ED BY
GUARANTOR THAT GUARANTOR MAKES THIS W AIVER OF TRIAL BY JURY
KNO W I NG LY AND VO LUNTARI LY AND O NLY AFTER CO NSULTATI O N W I TH
LEGAL COUNSEL OF GUARANTOR'S CHOOSING. GUARANTOR HEREBY
CONSENTS TO THE NON-EXCLUSIVE PERSONAL .JURISDICTION OF THE FEDERAL
AND STATE COURTS LOCATED m MARICOPA, COUNTY, ARIZONA IN ANY AND
ALL ACTIONS BETWEEN THE GUARANTOR AND LENDER ARISING UNDER OR IN
CO NNECT I O N W I T H T HI S  G UARANT Y,  T HE  L O AN O R ANY O F  T HE  L O AN
DOCUMENTS.

20. Costs and Expenses. If any lawsuit or arbitration is commenced which arises out
of, or which relates to this Guaranty, the Loan Documents at' the Loan, the prevailing party shall
be entitled to recover from each other patty such sums as the count (but not the jury) may
adjudge to be reasonable attorneys' fees in the action or proceeding, in addition to costs and
expenses otherwise allowed by law. In all other situations, including any insolvency Proceeding,
Guarantor agrees to pay all of Lender's costs and expenses, including attorneys' fees which may
be incurred in any effort to collect or enforce the Loan or any part of it or any term of this
Guaranty. From the time(s) incurred Amil paid in hill to Lender, all sums shall bear interest at the
Default Rate, as define in the Note.

21. Consideration. Guarantor acknowledges that it expects to benefit from Lender's

extension of the Loan to Borrower because of its relationship to Borrower as a shareholder of

Borrower, and that it is executing this Guaranty in consideration of that anticipated benefit.
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22. Integration: Modifications. This Guaranty (a) integrates all the terms and
conditions mentions in or incidental to this Guaranty, (b) supersedes all oral negotiations and
prior writings with respect to its subject matter, and (c) is intended by Guarantor and Lender as
the final expression of the agreement with respect to the terms and conditions set forth in this
Guaranty and as the complete and exclusive statement of the terms agreed to by Guarantor and
Lender. No representation, understanding, promise or condition shall be enforceable against any
patty unless it is contained in this Guaranty. This Guaranty may not be modified except in a
writing signed by both Lender and Guarantor.

23. Miscellaneous. The death or legal incapacity of any Guarantor shall not terminate
the obligations of such Guarantor or any other Guarantor under this Guaranty, including its
obligations with regard to fixture advances trader the Loan Documents. The liability of all
persons who are in any manner obligated under this Guaranty shall be joint and several. The
illegality or uneitforceability of one 01° more provisions of this Guaranty shall notaffect anyother
provision. Any Guarantor who is married agrees that Lender may look to all of his or her
community property and separate property to satisfy 'tis or her obligations under this Guaranty.
Time is of' the essence in the performance of this Guaranty by Guarantor.

IN WITNESS WHEREOF, Guarantor has duly executed this Guaranty the day and year
first above written.

GUARANTORS:

SAM JONES, CIO

By._/
PrintName: Sam Jones

AZ

GEORGE

By
Pr;lnI N1e @'org Martinez
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SETTLEMENT AGREEMENT

THIS SETTLEMENT AGREEMENT ("Agreement") is entered into as of the day
of May, 2015 between Dave Kelly (Lender) and Shadow Beverages and Snacks, LLC
("Shadow"). Lender and Shadow are sometimes hereafter collectively referred to herein as the
"Parties," and each may be referred to herein individually as a "Party."

RECITALS

A. On or about March 7, 2013, Shadow entered into a Promissory Note Agreement
with the Lender (the "Agreement") whereby the Lender made a short-term loan to
Shadow, and Shadow agreed to pay according to the terms of the Agreement.

. Pursuant to the Agreement, Shadow is responsible for ensuring payment to
Lender for the principal amount of $i00,000 and agreed to interest.

As of March 31, 2015 no payments, either for principal or interest have been
made to Lender per the Promissory Note Agreement.

D. On approximately April l, 2015, Shadow sold off the No Fear Asset to Mix l life
Inc. (minx) for cash and stock.

E. The Parties now want to settle the promissory note due to the Lender in the form
of Mix I Life Inc. stock.

F. All Shares of stock will be restricted to open trading for 6 months from the date of
issuance.

G. Each Party represents, warrants and acknowledges to the others that it has
satisfied itself and that it fully understands the terms, conditions, and implications of this
Agreement.

NOW, THEREFORE, in consideration cf the mutual promises and undertakings set forth
herein, and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the Parties agree as follows:

SETTLEMENT AGREEMENT

1. In corporaubn .
reference.

The foregoing recitals are incorporated into this Agreement by

2. Payment to Lender. On or beibre June l 5"', 2015, Shadow shall tuansfcr to the
Lender the total amount of 16,667 shanks of Mix 1 Life Inc stock.

3. Satisfaction of Promissory Note. Upon receipt of the stock transfer referenced in
Paragraph 2, the obligation firm Shadow to Lender shall be deemed paid in full.

4. Mutual Releases. Except for the obligations undertaken in this Agreement, the
Parties each completely and forever release and discharge the other and the others'
representatives, agents, Lenders, owners, employees, heirs, predecessors, successors,

EXHIBIT
5-.a 3 ..
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affiliated entities, trustees, successors, assignees, and attorneys, past and present, and
each of them, from all claims, liabilities (including attorneys' fees, costs and expenses),
and damages of any kind, which either now has, or which may hereafter accrue or
otherwise he acquired based on the Agreement.

5. No Third Party Benefdaries. The Parties do not intend to create any rights in
third persons and the Parties agree that there are no third party beneficiaries to this
Settlement Agreement. No person other than a Party to this Settlement Agreement may
enforce this Settlement Agreement's terms, claim the right to benefit from its provisions,
or rely upon the existence of its terms or conditions for its benefit.

6.
waived, altered or amended, an whole or in pan, without the wri t ten consent of the
Parties.

No Oral Amendment. The provisions of this Settlement Agreement may not be

7. No Assignment of Rights. The Parties represent and warrant that they have not
assigned, conveyed, or transferred, or attempted or purported to assign, convey, or
transfer, in any manner or degree whatsoever, to any person or entity, any rights, claims
or remedies against the other Party, or any rights, claims or remedies released in this
Settlement Agreement.

. . Complete Agreement. This Settlement Agreement constitutes the full and
complete understanding of the Parties regarding the Agreement and fully supersedes any
prior understanding or agreements, including any previous settlement agreements,
whether oral or in writing on these subjects.

9. Successors Bound. This Settlement Agreement shall bind and benefit the Parties'
respective heirs, successors, assigns, affiliates, officers, directors, agents, servants,
employeesand attomcys.

10. Severability. In the event that any term, covenant, or provision of this Settlement
Agreement shall be held by a court of competent jurisdiction to be invalid or against
public policy, the remaining provisions of this Settlement Agreement shall remain in full
force and effect.

I I . Review o_/Senlement Agreement. The Parties hereby represent and warrant to
each other that each Party has had the opportunity to review this Settlement Agreement
with counsel of its own choosing, that each Party has either reviewed this Settlement
Agreement with counsel or has elected to forego such review, and that no Party shall
deny the validity of this Settlement Agreement on the grounds that the Party did not
understand the nature and consequences of this Settlement Agreement or did not have the
advice of counsel.

12. Warranted Capacigv To Etecwe Agreement. The Parties represent and warrant
to each other that they have the capacity to execute this Settlement Agreement.

13. Governing Law. This Settlement Agreement shall be construed, interpreted, and
enforced in accordance with the laws of the State of Arizona.

2
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14. Attorneys' Fees and Costs. In the event that any Party commences any action or
proceeding against another Party or Parties to this Settlement Agreement by reason of
any breach or claimed breach of any provision, covenant or representation of this
Settlement Agreement, or commences any action or proceeding in any way connected
with this Settlement Agreement, or seeks a judicial declaration of rights hereunder, the
Party prevailing in such action or proceeding shall be entitled to recover from the other
Party the prevailing Party's reasonable attorneys' fees, all costs and litigation related
expenses, including expert witness fees. and any costs or expenses of collection
including reasonable attorneys' fees

15. Construction of Terms. The terms of this Settlement Agreement are contractual
and not mere recitals, and no representations have been made which arc not contained
herein. This Settlement Agreement was drafted with the input and comments of all
Parties. In the event at' a dispute eonceming the interpretation of any provision of this
Settlement Agreement or any related document. the rule of construction to the effect that
certain ambiguities are to be construed against the party drafting a document will not
apply. All prior representations and understandings relied upon by the Parties have been
incorporated into the text of this Settlement Agreement

16. Captions. The captions used in this Settlement Agreement arc inserted for
reference purposes only and shall not be deemed to define. limit, extend, describe, or
affect in any way the meaning, scope or interpretation of any of the terms of this
Settlement Agreement or its intent

I 7. Waiver of Breach. Any waiver by any Party of any breach of any kind, whether
direct or implied, shall not be construed as a continuing waiver of, or consent to, any
subsequent breach of this Settlement Agreement

18. Time of the Essence. Time is of the essence of this Settlement Agreement and
every provision hereof

19. Co umeiymrfs. This Settlement Agreement may be executed in any number of
counterparts, each of which shall be deemed an original, but all of which together shall
constitute one and the same instrument

SHADOW007346

vIII ll-I



s

IN WITNESS WHEREOF, the Parties undersigned have entered into this Settlement
Agreement as of the date first above written. The signatures of the parties appear below.

Dave Kelly

Shadow Beverages and Snacks, LLC

B y :
I ts:
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In the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the terms hereof or of any agreements related to this
indebtedness, or if arty holder hereof becomes party plaintiff or defendant in any legal proceeding
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and

signs, and any endorsers hereof shall repay ro such holder hereof; on demand, all costs and
exposes so incurred, including reasonable attorneys' fees, whether or not suit is brought, including
those costs, expenses and attorneys' fees incurred otter the filing by or against the Maker of any
proceeding under any chapter of the Bankruptcy Code, Title l I of the United States Code, or similar
federal or stare statute, and whether incurred in connection with the involvement of any holds
hereof as creditor in such proceedings or otherwise.

This Note shall become immediately due and payable al the option of the holder hereof
without prescnunent or demand or any notice or Maker or any other person obligated hereon except
as otherwise provided by the Term Loan Agreement of even date herewith between Maker and
Lender (the "Loan Agreement"), upon the occurrence of any event of default in the payment of any
of the principal or any interest hereon when due, upon default under the Loan Agreement, or upon
default under any other agreement between Maker and Lender. Failure to exercise this option shall
not constitute a waiver of the right to exercise the same in the event of any subsequent default.
Principal and interest shall be payable at the address of bender, as set forth in the Loan Agecmatt
or at such other place as the holder heieofmay designate.

Shadow Beverages - 411/2013

At the holden's option, any payments hereunder may be applied first to accrued interest and
then toprincipal.

The actual rate of interest shall be 12% and paid on a quarterly basis. The quarterly
payment will be $7,500. All amounts payablehereundershall be paid in lawful moneyof the United
States.

Maker shall have the right at any time or from time to time to prepay all or a portion of the
principal or interest without a prepayment charge or premium.

The entire unpaid principal, all unpaid accrued interest and all other amounts payable
hereunder shallbe paid in frill on or before April 5, 2014.

FOR VALUE RECEIVED, the undersigned, SlL4DOW BEVFRAGES AND SNACKS,
LLC, an Arizona limited liability company ("Maker") promises to pay to Rick Andersen
("l,ender"), the principal sum of Two Hundred Fifty Thousand Dollarsand No Cents ($250,000.00),
together with interest.

$250,000.00

PROMISSORY NOTE
(Term Loan)

I774.Lt/I

IO

Phoenix, Arizona
April 5, 2013

.__1

834
ADMI SHADOW006358
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Except as otherwise provided in the Term Loan Agtecment. Maker and all endorsers, all
guarantors, and all others who may become liable for all or any pan of these obligations hereby
severally waive (i) demand, prcsentrnent for payment, notice of nonpayment, demand and dishonor,
protest, notice of protest and all other notice except as otherwise provided herein, (ii) filing of suit,
and (iii) diligence in collecting this Note. Maker, all endorsers, all guarantors, and all others who
may become liable for all or any pan of these obligations hereby severally agree that it will not be
necessary for any holder hereof; in order to enforce payment of this Note, to list institute suit or
exhaust its remedies against any maker or others liable henefor. Maker, all mdorsers, all guarantors,
and all others who may become liable for all or any part of these obligations hereby severally
fisher consist to any extension or postponanent of time of payment of this Note or any other
indulgence with respect hereto, including but not limited to, the release of any party pdmarily or
secondarily liable hereon without notice thereof to any of them.

MAKER, ALL ENDORSI-IRS AND ALL GUARANTORS, HEREBY SEVERALLY wAlLs THE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF. RELATING To. OR
CONNECTED WITH THIS NOTF., IT BEING ACKNOWLEDGED BY MAKER, ALL ENDORSERS AND
ALL GUARANTORS THAT EACH SUCH PARTY MAKES TIIIS WAIVER OF TRIAL BY JURY
KNQWINGLY AND VOLUNTARILY AND ONLY AFTER CONSULTATION WITH LEGAL COUNSEL.

T`his Note shall be govcmed and construed in accordance with the laws of the Stale of
Arizona.

This Promissory Note was executed and delivered by the undersigned and is effective as of
the dale first sex forth above.

SHADOW BEVERAGES AND SNACKS, LLC, an
Arizona limited liability company

By:_

M#Gn¢z. Preside

By:
Il-|

Shadow Beverages - 4/1/2013

I
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6/10/15 wire Transfer Historical Search
*Incoming* *Posted*

11:14:01

6031 D Wire Date: 4/03/13 Wire Seq#: 28400
{5000}

Acct#/Type
Originator
Account.....
Name...,....
Address l..
Address 2....
Address 3....

8920
RICK ANDERSEN

9

Notice.. P
{2000}, $250,000.00

Fee/Counter... 100
ye. s

• » •

Transfer Amount.
Analysis.. .. E
Entered By... SYSTEM
Type/subtype. 10 00
Reference Number. I 1 .0403 001829

{1510}

{4200}Beneficiary
Account.....
Name.......
Address 1..

-5931
SHADOW BEVERAGES & SNACKS LLC

D

F3=Exit
More...

F8=Maintenance F12=previous
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A. As of the Effective: Date, Lender has made a tern loan to Borrower in the amount of
Two Hundred and Fifty Thousand and 00/100 Dollars ($250,000.00) (the "Loan").

NOW  THERFFORE, as an inducement ro Lender to make the Loan to Borrower and for other
good and valuable cons iderat ion, the receipt and suf f ic iency of  which are hereby acknowledged,
Borrower and Lender hereby agree as follows:

_ As security for the Loan, Borrower agrees xo grant Lender a security interest in the
hereinafter described Collateral.

2. lndghtedness Secured. This Agreement secures full and prompt payment and
performance of all of the obligations of Borrower under and pursuant to that Promissory Note of near or
even date herewith, in the amount of two hundred and fifty thousand and 00/100 Dollars ($250,000.00) by
Borrower in favor of Lender (the "Note"). The forgoing is hereinafter refereed to as the "Secured
Obligations."

3.
covenants, ThaI:

THIS LIMITED SECURITY AGREEMENT (this "_Agreement") , is made and entered into on
April 5, 2013 (the ~-£81¢gM;_Q4"), by and between SHADOW  BEVERAGES AND SNACKS. LLC, an
Arizona limited liability company ("Bog'r9wer"), and Rick Andersen, an individual ("L¢n§gI:").

(a) Borrower has not done anything which might prevent Lender from or limit
Lender's exercise or enforcement of any of the provisions hereof,

(h) Borrower wi l l permit and assist Lender to perfect the security interest herein
granted to Lender by f iling f inancing statements in Such public off ices as Lender deems appropriate to
perfect the security interest herein granted to Lender;

4Ilrzon

(a) In order to secure the Secured Obligations (hcreinatter defined), Borrower does
hereby sell, assign, transfer, convey, mortgage, pledge and grant a continuing limited
security interest in Borrower's product inventory and accounts receivable in an amount
equal to the outstanding balance at the Loan (the "Collateral").  The parties
acknowledge that Borrower shall be entitled to grant security interests in Borrower's
product inventory and accounts receivable to third parties without the prior consent of
Lender, provided, however, that Borrower shall maintain Lender's security interest in the
Collateral free and clear of any security interest granted to any third party(ies) and, from
time to time, Lender may request documentation from Borrower which reflects that the
Collateral is sufficient to secure the then outstanding obligations under the Loan.

Representations, Warganlies, and Covenantss

LIM IT ED SEC UR IT Y  AG R EEM ENT

of Security Interest in Collateral.

lies

3:3

RECITALS

Covenant

I

Borrower represents and warrants, and

f 'r :I 0*-\-*~1/\é4~.
4 )
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(c) Borrower will maintain the Collateral free and clear from any liens, security
interests or cncumhmnces, except for the security interest granted hereby, and will defend the Collateral
against all claims and demands of all persons at any time claiming the same or any interest therein; and

(d) The execution, delivery and performance of this Agreement are not in
contravention of law or any indenture, agreement or undertaking to which Borrower is a party or is
hound.

4. Events of Default: Remedies. Borrower shall be in default of its obligations under this
Agreement if  any of  the following are not completely cured by Borrower within f if teen (l5) days af ter
notice thcneot' from Lender specifying such default (provided that if  such default cannot reasonably be
cured within such f if teen (l5) day period, no Event of Default shall be deemed to exist if  Borrower shall
commence to cure such default within such litter (IS) day period and proceed with due diligence to
complete such cure; but in any event, such default must be cured within ninety (90) days after Lender's
notice) (each, an "Event al' Default") :

(a) Fai lure of Borrower to make any payment due under the Note within ten ( l0)
days of when due and payable, whaler as scheduled, by acceleration or otherwise;

(b) A breach by Borrower of any representation warranty, covenant, agreement or
obligation set forth in this Agreement;

(c) Borrower, pursuant to or within the meaning of Title t i ,  U .S . Code, or any
similar federal, foreign or state law for the relief of Borrowers, (a) commences a voluntary case. (b)
consents to the entry of an order for relief  against it in an involuntary case, (c) consents to the
appointment of a receiver, trustee, assignee, liquidator or similar ofticiai, (d) makes a genes assignment
for the benefit of its creditors, or (e) admits in writing that it is generally unable to pay its debts as they
become due; or

(f t) The dissolution or termination of Borrower.

Upon any and each and every such Event of  Default and at any time thereaf ter, Lender may
declare all Secured Obligations secured hereby immediately due and payable and may proceed to enforce
payment of the same and exercise any and all rights and remedies provided by the Uniform Commercial
Code as enacts in Arizona. Any notif ication of sale or other disposition of the Collateral required to be
given by the Lender will be sufficient if given personally, or mailed by certif ied mail, not less than Gtteen
(l5) days prior to the date on which such sale or other disposition will be made. to the address of the
Borrower stated in Section 11.3 of the Note, and such notif ication shall be deaned reasonable notice.
Proceeds received by Lender upon disposition of the Collateral shall be applied by Lender f irst towards
payment of  the Secured Obligations and any balance remaining af ter payment in full of  the Secured
Obligations shall be paid to whomever shall be so entitled. Borrower shall be liable for any deficiency in
the event the Secured Obligations are not paid in full from said proceeds.

5. Liability. Borrower agrees that the Collateral is being assigned to the Lender solely as
security for the payment and performance of the Secured Obligations, and that Lender, by its acceptance
hereof, shall not be deemed to have become a member of Borrower or assumed or otherwise become
liable for any of  the obligations or liabilit ies of Borrower, whether provided for by the terms thereof,
arising by operation of law, or otherwise.

411/2013
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6. Term of Agreement. This Agiecmcm shall commence as of the day and year list above
written and shall continue in full force and effect until all of the Secured Obligations securedherebyhave
been indefeasibly paid in full.

7. Successors and Assigns. The terms, covenants and conditions contained herein shall bind
Borrower and its successors and assigns and shall inure to the benefit of Lender and its successors and
assigns.

8. No Waiter. No failure or delay on the part of the Lender to exercise any rights hereunder
shall operate as a waiver of such right, nor shall any single or partial exercise by the Lender of any right
hereunder preclude any other or further exercise thereof, or the exercise of any other right. Each and
every right and remedy granted to the Lender hereunder, or under any document delivered hereunder or in
connection herewith, or allowed to the Lender in law or in equity, shall be deemedcumulative and may be
exercised from time to time either singly or concurrently.

9. Noting. Each notice, demand, election or request provided for or permitted to be given
pursuant to this Agreement shall be given in accordance with Section l1.3of the Note.

10. Govcming L a w. This Agreement and the rights and obligations of  the panic  hereunder
shall be governed by, and construed, interpreted and enforced in all respects in accordance with the laws
of the State of Arizona.

l l . Entire Agreement. This Agreement contains the entire agreement of the parties with
respect to the subject matter hereof, and my representation, inducement, promise or agreement between
the parties with respect to the subject matter of this Agreement that is not embodied herein shall be null
and void and of no further force or effect.

12. Amendment. This Agreement maynot he modified, amendedor otherwise alteredexcept
Hy wring agreement executed by Borrower and Lender.

13. Counterparts: Delivery. This Agreement may be executed in counterparts, each of which
shall be deemed an original, but together they shall constitute one and the same agreement. This
Agreement may be executed and delivered by facsimile or PDF.

14. Save i ' . In the event any provision contained in this Agreement is invalid, illegal or
unenforceable for any reason or to any extent, the validity, legality and enforceability of the remaining
provisions contained herein shall not in any way be atiected or impaired thereby, but instead shall be
enlbrceable to the maximum extent permitted by law.

[SIGNATURE PAGE FOLLOWS]

411/2013
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IN WITNESS WHEREOF, the parties have caused this Agreement to be exeaxted as of the
Effective Date.

BORROWER

By:

SHADOW BEVERAGES AND SNACKS. LLC. an
Arizona Iimite ty company

Name

Title:

LENDER

Signature: Page -  Secur i t y Ag reement

SHADOW 006363
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PROMISSORY NOTE
(T m m )v-vlll

$250,000.00 Phwlbn Arizona
Apdl 11, 2014

FOR VALUB RECEIVED, the undersigned. SIMDOW Bzmfvnuazasmm . M a n n
L L C an Arizona limited liability 'm=k¢r") to pay to Lqfaqy Innards
Services, Inc AE ("Lender"), the pllindpal sum of
Two Hundred Fitly Thousand Dollars and No Cents ($250,000.00), together withinteract.

The entire unpaid principal, all unpaid accrue interest and all other amounts payable
hereunder shall be paid in full on or before May 19, 2014.

'Due actual interest shall be $20,000 for the ram of this agreement. Principal and interest
will bepdd on the duc date of this agreement. Allamounlspayablehexumdaahdl bepaidin
lawful money of the United States.

Maker shall have the right at any time or frolun time to time to puppy all Ur a pardon of tiva
principal or interest without a prepayment charge or ?.mum.

At the holder's option, my paymentshereunder may be applied 5:sz to acaued interest and
then to principaL

This Note shall become immediately due Md payable at the option of the holder betteof
without presentment or demand or any notice or Maker or my other person obligated hercout except
as otherwise provided by the Term Loan Agreement of even date herewith between Maker and
Lender (the "Loan Agreement"), upon the oocunence of any event of default in the payment of any
of the principal or any interest hereon when due, upon default undo the Loan Agzeennant, or upon
default undo my other agreement between Make and Lander. Flilum to exercise this option shill
not constitute a waiver of the 'right to exercise the same in the event of any smhsequent default.
Principal and interest shall be payable at the addxeae ofbendelr, as ad forth 'm the Loan Agreement
or at such other place es the bolder haeofmay designate.

in the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enfotec the trams hereof or of any aglrecnnenrs rdalted m this
indebtedness, or if any holder hereof becomes party plali1uti5` or defendant in my legal w°°=dM
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors aM
assigns, and any endorses haeofslnll repay to such holder hereof; on damutd, dl Costa and
expenses so incuuued, including reasonable sttomeys' fees, whether or not suit is brought, including
those costs, expcnsa and attomeym' fees incured die the filing by or against the Makexr ofsny
proceeding underany chapterofdxcBanlnruptcyCode;Title ll of theUniledSttLtesCode,orsinnilar
federal or state roxanne, and whether incured 'm connection with the involvement of any holder
hereof as creditor 'm such proceedings or otlxettwisc.

Shadow Hmmm - 4/17/1014
; 'WmJ1 re ( 4 8 ,
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Exceptasothuwiseprovidod'mtheTmLoanAgeelunsnt,Makuandallmdcmsars,all
guarantcus,andallothurswMmaybecome1iable foral1or1:utypartof&meohligaMcmshucby
severallywaive6)demand,pmesentxnmm forpaqment,nam'eeofnonpaymm, demand and dishonor,
pn:mest,1mltieeofpwcmwtmddl oMelrmdwucceptasoWcrwiaepmvidedhadn,(ii)Elingofsdt,
.and(iii) diug¢n¢¢in¢°11¢edn~g¢hisn<n¢. Malka°,a11 endollse:s,dlguau:amMoms;aMall othaswho
maybeeome liableforalloranypartoftheseobiigdons hexebyseverallyageedaatitwillnotbe
necessary foranyholderhaeoi inondcr to eu&uuepayment <»f\hisnome,u>§1ns:insziunesuit or
esdaaustitsrmedicsngainstanynnakuoro&as liable hcxrefour. Maher,alla1doxsela,a1lgumraxmoms,
anddlothers whomaybeeonxeliablcfordloranypattof&eseobligadnmshnebyscvuwally
further oonwn to anyamendonorposmauxenentof time ofpamnnemof tl\isNote oranyomi:a
indulgencewithrespeahanetn,lncludimngbutnotlinnitedto,Weneleaseof anypany puzixmarilyor
secondarily liable hcxwn without notice thaneofm any therm.

MAKBR» ALL ENDORSERS AND ALL cUAnAn'nons, nnnxnv SEVERALLY WAIVBS 'ms
RIGHT TO TRIAL BY JURY m ANY LITIGATION ARISING OUT OF, RELATING w. OR
CONNECTED arm THE not, IT sznwc ACKNOWLEDGED BY mA1m1. ALL INDORSERS AND
ALL GUARANTORS THAT IACH SUCH PARTY nuns THIS WAIVER or TRIAL BY Jump
KNOWINGLY AND VOLUNTARILY AND ONLY AFTER CONSULTATION WITH LEGAL COUNSEL

1bisn<>t¢sha11u¢g°v~=m¢d»na¢¢mnru¢am¢¢¢0»dan»¢w1mu»¢1aw=<>f:1»sm¢mr
Arizona.

'lT|isPnonnisscryNotc wasclnecukedallddclivvwdbytheundetsignedandiseH%ctivcasof
rhcdauetinsrsetfonhabove.

SHADOW BBVERAGBS AND SNACKS, LLC.an
Arian fa limited liability company

I

W
:
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6/15/15 Wire Transfer Historical Search
*Incoming* *Posted*

10:02:25

6031 D Wire Date' 4/17/14 wire Seq#: 53940
{5o0o}

6443
LEGACY INS SVCS INC OF AMERICA
MIRACLE VILLAGE CTR

D

Acct#/Type
Originator
Account......
Name.
Address 1....
Address 2....
Address 3.... NE

{2000}
E
SYSTEM

$250,000.00
Fee/counter... 100

ye. S
notice..,.. P

{1510}

Transfer Amount..
Analysis...
Entered By...
Type/subtype. 10 00
Reference Number....0417 001414

{4200}Beneficiary
Account...
name.
Address 1..

6o31
sHADOw BEVERAGES & SNACKS LLC

D

More...
F3=Exic F8=maintenance Fl2=previous
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2. Use of Loan Proceeds. Borrower shall use the proceeds of the Loan for the sole purpose of

producing forty thousand (40,000) I2-count cases containing sixteen (16) ounce cans of No Fear energy
drinks (each a"C w:"). Specifically, the Loan willbe used for payment to Wild Flavor House for the brand

concentrate required to produce forty thousand (40,000) cases of product and for one forty thousand
(40,000) case production nmby PNB Production.

7. Miscellaneous. In all respects, including all matters of construction, validity and
performance, this Agreement shall be governed by, and construed and enforced in accordance with the
internal laws of the State of Arizona applicable to contracts made and performed in that state (without
regard to the choice of law or conflicts of law provisions thereof). This Agreement shall inure to the
benefit of and be binding upon the parties hereto, their respective successors and assigns. The Borrower
shall, upon the Lender's request, execute and deliver to the Lcndcr such other documents, certificates,
instruments and other writings and take such other actions as may be necessary or desirable in order to
consummate. implement or further validate the transactions contemplated by this Agreement.

6. Notice. All notices, requests, demands, claims and other communications hereunder shall

be in writing and sent by registered or certified mail, postage prepaid, addressed to the party intended to be

notified, at the addresses set forth above. Either party may, at any time, or from time to time, notify the
other in writing of a substitute address for that above set forth and, thereafter, notices shall be direct to
the substitute address. Notice given as aforesaid shall be sufficient service thereof and shall be deemed
given as of the day received, as evidenced by the return receipt of the registered or certified mail,

3. Loan Consideration.  A s consideration for the Loan, the Lender shall receive one dollar

($1.00) for each Case that Borrower sells until the Loan is repaid (the "Loan Consideration") from this
production run. This loan amount will produce 7,000 cases. Lender will receive $5,000 as consideration.

Borrower shall pay the applicable Loan Consideration to Lender with each Loan Payment (as defined
helnw)_

THIS LOAN AGREEMENT (this "Aarecment") is made and entered into this 6'1' day of
December, 2013, by and between SHADOW BEVERAGES AND SNACKS, LLC, an Arizona limited
liability
Arizona e L d D J ti so (" wi th  an  address  o f -

1. I§g...Loan and Promissory Note. Subject to the terms and conditions hereof; the bender
agrees to extend a single advance loan to the Borrower in the principal amount of TWENTY FIVE
THOUSAND AND 00/100 DOLLARS ($25,000.00) (the "Loan"). The Loan shall be used by the Borrower
for the purposes as described in Section 2 of this Agreement.

4. _

Lender a security interest in all of the Borrower's rights to the accounts receivable on the Cases until the

Loan is paid in full.

5. Loan and Loan. Consideration Payments. Commencing two (2) weeks after Borrower's
initial receipt of proceeds from its sale of the Cases ("Sale Proceeds") Borrower shall begin repaying the
Loan and paying the Loan Consideration in bi-monthly installments.

SpH-2l0'll 14-1

any ("Borrowed;"), with an address of
and Cathe '

AZ or
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Security Interest. As security for the Loan, the Borrower hereby assigns and grants to the
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IN WITNESS WHEREOF, the parties hereto have caused this Loan Agreement to be duly
executed by their duly authorized officers the day and year first above written.

LENDER:

By: Q..a6éL;e.4,/ //W c\<4(¢{.4/.A A
Name:
Title: I LLL

my. 1AAwLb r'

BORROWER:

SHADOW BEVERAGES AND SNACKS, LLC,
an Arizona limited liability company

Name
Title

/4179 ?

SPH-21071 M-l

SHADOW006898
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Check: 0 Amount: $25,000.00 Date: 12/9/2013
Run: 95, Batch: 7, Seq: 99

Check: 0 Amount: $25,000.00 Date: 12/9/2013
Run: 95, Batch: 7, Seq: 99

Check: 9248606201 Amount: $25,000.00 Date: 12/9/2013
Run: 95, Batch: 7, Seq: 100

Check: 9248606201 Amount: $25,000.00 Date: 12/9/2013
Run: 95, Batch: 7, Seq: 100

EXHIBIT

944°
ADMHTED
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In the even! any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the terns hereof or of any agreements related to this
indebtedness, or if any holder hereof becomes party plaintiff or defendant in any legal proceeding
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and
assigns, and any endorsers hereof shall repay to such holder hereof; on demand, all costs and
expenses so incurred, including reasonable attorneys' fees, whether or not suit is brought, including
those costs, expenses and attorneys' fees incurred after the filing by or against the Maker of any
proceeding under any chapter of the Bankruptcy Code, Tit le l l of the United States Code, or similar

Shadow Beverages and Snacks

This Note shall become immediately due and payable at the option of the holder hereof
without presentment or demand or any notice or Maker or any other person obligated hereon except
as otherwise provided by the Teml Loan Agreement of even date herewith between Maker and
Lender (mc "Loan Agreement"), upon the occurrence of any event of default in the payment of any
of the principal or any interest hereon when due, upon default under the Loan Agreement, or upon
default under any other agreement between Maker and lender. Failure to exercise this option shall
not constitute a waiver of the right to exercise the same in the event of any subsequent default.
Principal and interest shall be payable at the address of Lender, as ser forth 'm the Loan Agreement
or at such other place as the holder hereof may designate.

In addition to the interest earned on the principal amount as stated in this agreement the
lender will receive warrants for this agreement. Warrants granted to the lender will be 'm the
amount of 24,000 shares at a price of $4.20 per share. Warrants will have a 5 year exercise period

Mawr shall have the right at my time or from time to time to prepayall or a portion of the
principal or interest without a prepayment charge or premium.

At the holder's option, any payments hereunder may be applied first to accrued interest and
then to principal.

An interest amount of $10,000.00 will be paid for the short term loan on the date the loan is
due to the lender. All amounts payable hereunder shall be paid 'm lawful money of the United
States.

The entire unpaid principal, all unpaid accrued interest and all other amounts payable
hereunder shall be paid in full on or before September 8, 2014.

FOR VALUE RECEIVED, the undersigned, SIL4DOW BEVERAGES AND SM4CKS',
LLC an Arizona limited liability company ("Maker") promises to pay to Ravensteed Enterprises,
LLC ("Lender"), the principal sum of Fifty Thousand Dollars and No Cents ($50,000.00), together
with interest.

$50,000.00

IS.41
EXHIBlll '

PROMISSORY NOTE
(Term Loan)

-.~,~ M
Lu

Phoenix, Arizona
May 9, 2014

c
._> f'

ADMITED SHADOW006891
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federal or state statute, and whether inctnnred in connection with the involvement of any holder
hereof as creditor 'm such proceedingsor otherwise.

Except as otherwise provided in the Term Loan Agreement, Maker and all endorsers, all
guarantors, and all others who may become liable for all or any part of these obligations hereby
sevcraliy waive (i) demand, presentment for payment, notice of nonpayment, demand and dishonor,
protest, notice of protest and all other notice except as othewvise provided herein, (ii) filing of suit,
and (iii) diligence in collecting this Note. Maker, all endorsers, all guarantors, and all others who
may become liable for all or any part of these obligations hereby severally agree that it will not be
necessary for any holder hereof in order to enforce payment of this Note, to Tim institute suit or
exhaust its remedies against any maker or others liable hcrefor. Maker, all endorsers, all guarantors,
and dl others who may biome liable for dl or any part of these obligations hereby severally
further consent to any extension or postponement of time of payment of this Note or any other
indulgence with respect hereto, including but not limited to, the release of any party primarily or
secondarily liable hereon without notice thereof to any of them.

MAKER, ALL ENDORSERS AND ALL GUARANTORS, HEREBY SEVERALLY WAIVES THE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF, RELATING TO, OR
CONNECTED WITH THIS NOTE, IT BEING ACKNOWLEDGED BY MAKER, ALL ENDORSERS AND
ALL GUARANTORS THAT EACH SUCH PARTY MAKES ems WAIVER OF TRIAL BY JURY
KNOWINGLY AND VOLUNTARILY AND ONLY AFTER CONSULTATION WITH LEGAL COUNSEL

This Note shall be governed and construed in accordance with the laws of the State of
Arizona.

This Pmmjssory Note was executed and delivered by the undersigned and is effective as of
the date first set forth above.

SHADOW BEVERAGES AND SNACKS, Luc, an
Arizona limited liability company

By: I

g aninez, President

Ravenstecd End
Address:

By:I /J / In/

Shadow Bevenges andSnacks

uses, LLC

SHADOW006892
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Check:  22945 Amount:  $2,161.25 Date:  5/12/2014
Run: 95, Batch: 7, Seq: 207

Check:  0 Amount:  $50,000.00 Date:  5/12/2014
Run: 95, Batch: 7, Seq: 206

Check:  0 Amount:  $58,401.25 Date:  5/12/2014
Run: 95, Batch: 7, Seq: 205

PAYweT142
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Check:  22945 Amount:  $2,161.25 Date:  5/12/2014
Run: 95, Batch: 7, Seq: 207

Check:  0 Amount:  $50,000.00 Date:  5/12/2014
Run: 95, Batch: 7, Seq: 206

Check: 0 Amount:  $58,401.25 Date:  S/12/2014
Run: 95, Batch: 7, Seq: 205

»»°*-.,

MEEMCI
»1a9o2-4 t7

Check:  31398 Amount:  $6,240.00 Date:  5/12/2014
Run: 95, Batch: 7, Seq: 2G8

Check: 31398 Amount:  $6,240.00 Date:  S/12/2014
Run: 95, Batdwz 7, Seq: 208

EXHIBIT
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defend in this action, and default having heretofore been entered; upon plaintiffGeneral

Nutrition Corporationls request for default judgment; it is hereby ORDERED, ADJUDGED and

DECREED that Plaintiff Genera) Nutrition Corporation recover ofDefendant Shadow Beverages

Dated' __.s/m

and Snacks, LLC, the sum of Sl,400,000,along with post-judgment interest as provided by law.

SHADOW BEVERAGES AND SNACKS.
LLC,

GENERAL NUTRITION CORPORATION,

Defendant Shadow Beverages and Snacks, LLC, having failed to plead or otherwise

Case 2:13-cv-01728-CRE Document 9 Filed 01/13/14 Page 1 of 1

Defendant.

Plaintiff,

IN THE UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF PENNSYLVANIA

JUDGMENT

9

-

Civil Action No. 2: I3-cv-01728-CRE
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PROMISSORY NOTE

$30,000.00 Phoenix. Arizona
January 13, 2014

FOR VALUE RECEIVED, the undersigned, SHADOW BEVEN4GES Aw ISYWCKS
LLC an Arizona limited liability company ("Maker") promises to pay to Jimmy Stepheansen
("Lender"), the principal sum of Thirty Thousand Dollars and No Cents (S30,000.00),together with

The entire unpaid principal, all unpaid accrued interest and all other amounts payable
hereunder shall be paid in full on or before April l3'l', 2014. The Lender holds the riglns to call the
note due and payable with a 30 day written notice. Membership shares gicantled willbe Paso-rated
based on the tern of the agreement

An interest amount of $2,500 will be paid for the shop temp loan on the date the loan is due
to the lender. All amommWs payable hereunder shall be paid in lawtixl money ofthe UnitedStates

Maker shall have the right at any time or fit om time to mc to prepay all or a portion of the
principal or interest without a prepayment charge or premium

At the holder's option, any payments hereunder may be applied first to accrued imuesz and
then to principal

This Note shall bccomeimrnediately due and payable at the option of the holder hcleof
without prcsaitment or demand or any notice or Maker or any other person obligated hue on except
as otherwise provided by the Tam Loan Agreement of even date herewith between Maker and
Lender (the "Loan Ag1»ecment"), upon the occurrence of any event of default 'm the payment bf any
of the principal or any invest hereon when due, upon default undo the Loan Age¢¢m¢m_ or upon
default under any other ageanent between Maker and Lender. FailUre to exercise this option shall
not constitute a waiver of the right to acevcise the same in the event of any subsequent default.
Principal and interest shall be payable at the address of Lender, as set forth in theLoan Agreement
or at such other place as the holder hereof may designate

In the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the terms hereof ox' of any agreements related to this
indebtedness, or ii" any holder here becomes party plaintiff or defendant in any legal proceeding
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and
assigns, Md any endorsers hereof shall repay to such holder hereof; on danand, all costs and
expenses so incurred, including reasonable artomeys' fees, whether or not suit is brought, including
those costs, expenses and attorneys' fees ineuned alter the tiling by or agdnst the Make of any
proceeding under any chapter of the Bankruptcy Code, Title 1] of the United States Code, or similar
federal or state statute. and whether incurred in connection with the involvement ofNny holds
hereof as creditor 'm such proceedings or otherwise

Shadow Bevcng and Snacks4.

IX)~»4'fl$F ;-.€'We
EXHIBIT

s»44
SHADOW007258
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Except as otherwise provided in the Tenn Loan Agreement, Milner and all endorsers, all
guarantors, and all others who may become liable for all or any pad of these obligations hereby
severally waive (i) demand, presentment for payment, notice of nonpaymnmlnt, demand Md dishonor,
protest, notloe of protest and all other notice except as otherwise provided hewie. (ii) lilills of suit.
and (iii) diligence 'm collecting this Note. Maker, dl cxulorrsers, all guarantors, and all others who
may become liable for all or my part of these obligations hereby sevwlly agree that it will not be
necessary for any holder hereof, in order to enfoltee payment of this Note, to Bid instltutc salt or
exhaust its remedies against any maker or others liable hexefcu. Make, all endonas, all guanntnn,
and all others who may become liable for dl or any part of these obligations hereby sevexwally
further consent to any extension or postponement of time of payment of this Note or any other
indulgence with respect hereto, including but not limited to, the release of any party pximadly or
secondarily liable hcteon vin'thout notice thereof m any of them.

MAKER, ALL ENDORSRRS AND ALL GUARANTORS, HEREBY SEVILRALLY wAll:fs THE
RIGHT  m T RIAL BY  JURY  IN ANY  LIT IGAT ION ARISING OUT  or ,  RELAT ING T O,  OR
CONNECTED WITH THIS nom IT ammo ACKNOWLEDGED BY MAKER. ALL KNDORSERS AND
ALL CUARANTORS THAT EACH SUCH PARTY 1vnxzs 'ems WAWER OF TRIAL BY JURY
KNOWINGLY AND VOLUNTARILY AND ONLY AFTER CONSULTATION WITH LEGAL COUNSEL

This Note shall be governed and construed in accordance with the laws of the Stale of
Ariana. .

This Promissory Note was executed and delivered by the undersigned and is effective as of
the date first set forth above. _

SHADOW BEVERAGBS AND SNACKS, LLC, m
Arizona limited liability company

I

BY-J 4
purge 8:6114 President

Jimmy St
Add:ress

By:

/ _

/7*

-2-
Shadow Bcvuagm Md Snwks

SHADOW007259



6/12/15 Wire Transfer Historical Search
*Incoming* *Posted*

16:16:04
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This Note shall become immediately due and payable at the option of the holder hereof
without presennuem or demand or any notice or Maker or any other person obligated hereon except
as otherwise provided by the Term Loan Agroczmcnl of even date havcwith bawccn Maker and
Lender (the "Loan An~ocmcot"), upon the oocumenoe of any event of default in the payment of any
of the principal or wry interest ltereotm when due, upon default under the'Loan Agaceemmt, or upon
default under any other agreement between Maker and Lender. Failure to exercise this option shall
mol constitute a waiver of the right to exauise the same in the event of any subsequent default.
"principal and interest shall be payable at the address o1.Lelnder, as set forth in the Loan Agreement
or at such other place as the holder hereof may designate.

In the event any holder hcreofuiilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the tcnns hcteof or of any agteetnnents related to this
indebtedness, or if any holder hereof becomes party plaintiff or dcfeudam in any legal proceeding
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and
assigns, and any endorsers hereof shall repay to such holtksr hcrwt] oN demand, :dl costs and
expenses so incurred, including reasonable attomcys' fees, whether or not suit is brought, including
those costs, expenses and atumtcys' foes incuncd after the Being by or against the Maker of any
proceeding under any chapter of the Bankruptcy Code, Title 'll of the United States Code, or similar
federal or state statute, and whether iucuned in connection with the involvancm of any holder
lacreofas creditor in such prweedinzs or

AL Lhc holds's option, any payments hereunder may he applied 51st ro accrued intcrcsl and
then to .

Maf ia shall huvu the righral any time or from time W lime to prepay all or a portion oft fu
pnucipad or interest without a puepaymem charge or premium.

R¢si.mal payment of S .50 per case for 811 cases Pepsi will pwchuse during the term uftbis
agnxmcul (Capped al Sl2,500).

The entire unpaid principal, all unpaid accnxed interest and all ol.h¢r amounts payable
hcncundcr shall be pad 'm full on or before July is. 2014. TheLaxer holds the rights to call the
not: due and payable with a 30 day wrillcn ntwlinx.

Shaxlnw Ucvaragcs and S4u\ck~s

An Lntevcsi amount of S7,500 will Bo paid for the shop term loan on the dale the loan is due
lo the lender. All amounts payable hacundcr shall be paid in lawful money of the United Snaxcs*

FOR VALUE RECEIVED, the undardgned, sH.4now 81wzs.4o1¢:s .inv ,sAa4<xsl
LLC an Axiznum limited liability company ("Maker") pmmiscs to pay to Jason aid Robbyn

Salganick ("L===d¢r">- thu principal sum of Fitly Tlmmmsand Dnllass and No Cans ($50,000.00),
lngutherwilJ1inmrc:ur_

50,000.00

PROMISSORY NO TE
(Tenn Luau)

EXHIBIT

Phoenix. Ariumn
January 15,2014
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Except as otherwise provided 'm the Tenn Loan Agreement, Maker and all cndorsw. all
g\mranlors_ and all others who may become limbic for all or any pan of than obligations hvfdw
seventy wuivt: (i) demand, presenlxnem for payment, notice oi'norrpa3rmcnt, dcmmd and dishonor,
protest, notice of protest and all other notice except an otherwise provided ht=r¢ir1. (ii) Glitz of suit,
and (iii) diligcntve in collecting this Now. Maker, dl endorsers, all glmrantors, and all others who
may become liable for all or any pan of these obligations hereby severally agree that it will not be
necessary br any holder hereof, in order to enforce payment of this Note, to TM institute suit or
exlmtut its remedies against any maker or others liable lrtetrefor. Maker, all ardoxscrs, all guzrrautors,
ad all others who may become liable for: all or any pan of these obligations hereby severally
further consent to any oxtcnsion or postponement of time of payment of this Note or any other
indulgence with respect hereto, including but not limited to, the release of any party pllinnalily or
sewndztrily liable hereon without notice thereof to any of them.

MAKER, ALL ENDORSBRS AND ALL cuAnArwons, HEREBY SEVERALLY wAlvas 'PHE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING QUT av. RELATING TO, OR
connEcr\-to VWTH THIS r4oTr+., re BRING ACKNOWLEDGED BY MAKER, ALl; ENDORSERS AND
l`lJlJ GUARANTURS THAT EACH such PARTY MAKES 'mis WMVER QF rmAl. BY JURY
KNO\VlN.G\.Y ANn VOLUNTARILY AND onLy Al"1'\*:R CONSULTATION WITH LEGAL COUNSEL.

This Not: dual! be govenwd and construed in accordance with the laws of the Stale of
Arizona. .

This Promissory Note was execurcd and delivered by the undersigned and is efliaaive as of
lens duN: Erst xi li.1rl.hahuvc.

SHADOW BEVERAGES AND SNACKS, LLC,
Arizona lirnihod liabilitycompany

By- -__ ___-..
George Mmtincv, Pncsidcnt

an

l.l1f-W

Address

£449>tea Byi.

Slaw Besuuagp and Snacks

SHADOW 007180
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Check: 0 Amount: $50,000.00 Date: 1/16/2014
Run: 95, Batch: 6, Seq: 37

Check: 0 Amount: $50,000.00 Date: 1/16/2014
Run: 95, Batch: 6, Seq: 37

Check: 0 Amount: $50,009.00 Date: 1/16/2014
Run: 95, Batch: 6, Seq: 38

Check: 0 Amount: $50,000.00 Date: 1/16/2014
Run: 95, Batch: 6, Seq: 38
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kyl3,°u~ lind-ad (,(AbllLlvL (iuwyauy
W1el1!as_ snaaow Beverages and Sands; LLG. al" (hcreinehar aalbé the ' ono\ver"). deana to tanned buoivlni with and

blain audit of a continuation of credo from Joaon A. Sulganids (horeindlar called "Cndilol")i

Whereas, Creditor is \mwlltilg w eraend or eontlnue uledlt to the Borrower unless it reoeivoa an unoondtlonal, aheoluta Ind INVOOIQIB

guarantee al me undetslgrned ooverhg the Indebtedness ac Creditor, as huewutw donned.

Now, tttorelere, in oonetderetion of the t=m\l~°\ and of our good and valuable oonsideratton, the reoetpt d whteh is Nancy admowtedged,
and in olderwinduoa Ctnaitevmamumetuene. httsdleetetion. toentand oreonttnuaotedtttotheBono-f.theundenlgned,Geolge

Martinez (hereinafter 'Gualanto\*). ogle-, with or wltttout notice or demand, to nahnburee Creditor, to the extern man euoh reinhunument Le

nd made by the Borrower, for all enpensee (including oouneel lass) irtcuned by Ctadibr in cottltedion with any of the llttlltttednett. as

defined blow, as and when due.

The wold 'Indebtedness' means all of Borrowers payment obligaiona pursuant to any ear-ment or oontnct ontamd ire with Creditor,

duding all pnncipel, Interest. late charges. and oollectlon costs Ana expenses relating to Me Indebtedness.

nnme event that any proceeding under bankruptcy, or any other laws new or hereetter in wetted for Lille( d debtors, Ia tiled by or again

Borrower. or for me appointment of a leoelver for Bonner. or any d its prupeny, or it Borrower shalt make en aealgnment lot the mum d

aediton or shall discontinue business or become insolvent, all lndehtednees shall, for the purpose d this Guaranty. rt Ctedltefs election,

become lmrnediartely due and payable. Guarantor ooueents and agrees that the bankruptcy d Borrower anal no relieve him of Tue

obligations aaaurnod hereunar.

Au monies available lo Credlor for applicedon in payment or reduction of the uabllltln of Me Borrower may be applied by cndiror in ouch

manner and m ouch arnounta and at such time or tlmea ea 'n may Ne m w urn Plvmlrll or raductlon el' ouch tithe lndetitadnaaa ea Creditor

may elect, and the obligations pursuant m this Guaranty shall not he allectld by any surrender or release by the Borrower d any cum

security held by ll lot any claim hereby guaranteed.

Guarantor h¢l9Ulf waives (a) notice ¢>f acceptance of this Guarardy and al ezdanaions d credit by Creditor to the Borrower (b) praaenanant
and demand for payment d any of the Indebtedness (c) protest and notice al dlaltonor or default to the undaraignad or to any clear party was

respect to any tithe Indebtedness; (d) all other notices to wlridt the undersigned rrvgm auleawee be entlllad; and (a) any demand for

payment under fla Guaranty.

Guarantor hereby expressly and krevooably releases and waives any and all dam arising from this Guaranty, which Guareraor may have

against Borrower. including but not limited to, future contingent claws based on aubrogatlon. lndamnlry, rainbuaemonr. contrlbudon M

contract. Guarantor aka waives any and an rights or delaney arising by meson d any or law or any other law

which may prevent Creditor item bringing any adbn harlin. any dalanae aaaarlad by Borrower on the urrdertying debt or arty rights to claim

discharge Of the Indebtedness, lnduding but not limited ro. tallun of consideration, eatoppd, statute d maude, accord and aadataclion and

usury. Guarantor w ants and agrees that each at these waiver la made with Guarantor's lull knowledge of ita dgnilicane and
consequences.

Guarantor represents and warrants to Creditor mar Guarantor has not. and will not, sell, base, assign, enuimher_ transfer or otherwise

dispose of all, or substantially al, or Guarantors assets, or arty Intended therein, to the extent that such action might In any way ailed Iris
Guaranty,

TNs is a guaranty al payment and not d collerxlon and Guarantor further waives any light to nqulre that fly Idle he brought agalrtat the

Borrower of any other person or to require mal: resort be had lo any seouriy or to any balance of any deposit amount or credit on the books

al Creditor in favor al the Borrower or any other person. .

No delay on the pan d Greditor in exeroiing any rights hereunder or failure to earerclae the same shall operate as a waiver d audl riphtez no

notice to or demand on the undersigned owl be doomed to Ba a waiver al the obligations of the underlined or d the right dCledllor to
take tattler action without notice or demand ea provided henllni not in any event and any modifications N waiver of me provisions at this
Guaranty oh elledlve unless in writing nor shell any Audi waiver be applluble except in the epeoiio lnatanoe to which given.

This Guaranty shal be jointly and severely binding on Guarantor and his heirs, personal repreeemativea and assigns.

This writing is intended by the parties to be e net expression of the guarantee relationship between Guarantor aid Cradftol. TMI! are no
promises. terms. commons or oollgationa other than triode oontehed in this agreement. No ooune al dealing, ooune d performance or

trade usage, and no parole evldenoe anal be used to supplement or mootty any Lem: contained herein.

Unconditional Personal Guaranty

EXHIBIT

I (;~J-l l'*4 .;/0._ __.al ir"'=l=\
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PROMISSORY NOTE

Effective Date: March 2I,2014

FOR VALUE RECEIVED, Shadow Beverages and Snacks, LLC, an Arizona limited liability company (the
"Qompany"). and Lucio George Martinez ("Maltinez", and jointly and severally with the Company, the

Ly promise to pay to the order of Reed Hatkoff ("Lender"), at
Z - r at such other place as Lender may from time to time

designate in vwiting, the principal surfs of Onc1 d'E_ -. Filleen Thousand Dollars (Sl l5,000.00) (the "Principal
Amount"), plus any Default Interest (defined below) accrued thereon, if applicable, and dl other amounts due or
becoming due hereunder (the "Loan") in lawful money of the United States of America, to be paid as follows:

ARTICLE l
TERMS

(a) Maturitv Date. Unless sooner paid, the Principal Amount and any unpaid accrued 'mtercst shall be
due and payable on the date that is six (6) months after the Effective Date of this Note (the "Manu-ity DatQ").

(b) _l?g_\@gl11. This Note may be paid in full to Lender at any time prior to the Maturity Date;
however, inspective of the date upon which this Note is repaid in Ml, Lender shall be entitled tonot less than the
Principal Amount. All suchpaymentsshall be in lawful money of the United States and shall be made to Lender at
the address given inabove.

(c) APPMQQJQHof Pavments. All Payments made on this Loan shall be applied first to the paymentof
any amounts other than the Principal Amount due and owing under this Note or under any Security Instrument
(defined below), and any remainder of each payment shall be applied to the reduction of the unpaid Principal
Amount.

ld) Security lnstrurnentg. Lender and Borrowers acknowledge and agree that this Note is seemed by a
Security Agreement and Collateral Assignment of lntercst of even date herewith (the "Security Ag.reement"), and
may be secured by one or more other instruments (collectively, the "§g§y_ig_Ln§._tl3;1;gl8s"), all of which shall
constitutebinding terms,conditionsand covenants that form the agreement between Lender and Borrower regarding
theLOHII.

Debt Defined. For purposes of this Note and all other instruments related hereto, the term "Milt"
shall include all of the following: (i) the Principal Amount, (ii) Default Interest (defined below), late charges,
prepayment charges and other sums, as provided 'm this Note or in any Security instrument, (iii) the Royalty
Payment (defined below); (iv) all other monies agreed or provided to be paid by Borrowers in this Note or in any
Security Instrument, (v) all sums advanced pursuant to any Security instrument to protect and preserve the
Collateral (as defined in the Security Agreement,) and the lien and the security interest created thereby; and (vi) all
sums advanced and costs and expenses incurred by Lender in connection with the Loan, including the acquisition or
perfection of any security therefor.

(C)

ARTICLE 2
ROYALTY PAYMENTS

As further inducement to Lender to make this Loan, Borrowers covenant and agree to pay to Lender a royalty
amount (the "Royalty Purr "), calculated as follows: Ten cents (SO. IO) per case, to be paid to Lender on any and
all cases of any drink in the "No Fear" product Line sold by the Company to PepsiCo or its affiliates between the
Effective Date of this Note and the six-month anniversary of the Effective Date of this Note (the " o l P rt "),
up to a total Royalty Payment of Ten Thousand Dollars (S l0,000.00). The Royalty Payment shall be paid within ten
(10) days following the end of each quarter, with respect to any portion of the Royalty Payment earned during such
quarter. For purposes of calculating the amount of product sold to PepsiCo or its affiliates during the Royalty
Period, any order placed by PepsiCo prior to the end of the Royalty Period even if not yet lixlfiiled by the Company
shall be deemed to have been sold to PepsiCo during the Royalty Period. Borrowers covenant and agnec that the

53s6893v1 l
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Company shall not seek to circumvent Lender's right to the Royalty Payment by delaying orders or sales or taking
other actions with the imam of reducing the amount of the Royalty Payment due to Lender hereunder.

ART I CL E  3
D E F A U L T  A N D  A C C E L E R A T I O N

(a) Events of Default..  An "Event o " under this Note and under the Security Instruments shall
be deemed to have occurred in the event (i) Borrowers fail to pay to Lender the entire Principal Amount on or before
the Maturity Date; (ii) Borrowers fail to pay to Lender any Royalty Payment or other amount due and owing
pursuant to this Note or any Security Instrument not later than Eve (5) days after the date such payment is due to
Lender, or (iii) Borrowers shall breach any other representation, warranty or covenant contained in this Note or in
any Security lnstmrnent. Upon the occurrence of any Event of Default, Lendcr may exercise any remedy available
to it under this Note, the Security Instruments or at law.

(b) Default favmem§. Unless payments are made in the amount and as required hereunder, remittances
in payment of all or my pan of the Debt shall not, regardless of any receipt or credit issued therefore, constitute
payment until the required amount is actually received by Lender 'm funds immediately available as specified herein
and shall be made and accepted subject to the condition that any check or draw may be handled for collection in
accordance with the practice of the collecting bank or banks. Acceptance by Lender al' a payment in an amount less
than the amount then due shall be deemed an acceptance on account only, and the failure to pay the entire amount
prior to the list ( l ") day attar the date when due shall be and continue to be an Event of Default.

(c) Default Rate. Upon the occurrence of the first (l") Event of Default, the Principal Amount
and all other outstanding Debt shall immediately begin to accrue interest ("Default interest") at the rate of  think
percent (30%) per annum, compounded monthly (the "]gj;Lal_l2efault Interest R8t¢")- ln the event such Event of
Default has not been cured within thirty (30) days from the date such f irst Event of Default occtuvcd, the initial
Default Interest Rate shall automatically increase by five percent (5.00%) per annum, compounded monthly, and
shall thereallcr continue to increase by another five percent (5.00%) per annum, compounded monthly, each month
until the Event of Default is cured. The Initial Default Interest Rate above, plus any increases thereto pursuant to the
preceding sentence, shall hereinafter be referred to as the "Default Interest Rate"

(d) Default Interest Calculation- Default Interest shall be calculated on the basis of a three hundred
sixty-five (365) day year calculated by multiplying the actual number al' days elapsed 'm the period for which such
interest is payable by a daily rate based on said three hundred sixty-live (365) day year, compounded monthly. The
Default Interest Rate shall be computed from the occurrence of the f irst Event of Default and such additional
amounts shall be added to the Debt owed to the Lender. Default Interest calculated at the Default mm.-mn Rate shall
be added to the Debt and shall be deemed secured by the Security instruments. This clause, however, shall not be
construed as an agreement or privilege to extend the date of the payment of the Debt nor shall any further notice
between or by any party hereto be required to effectuate the application of the Default Interest Rate. The provisions
of this Article shall supersede any inconsistent provisions at°this Note or any of the Security Instruments

Acceleration upon Default- Upon the occurrence of any Event of Default hereunder, Lender may,
in its sole and absolute discretion, elect to declare this Note and all sums due to Lender heneunda immediately due
and payable, whereupon the Borrower shall immediately pay to Lender all unpaid principal, acaued interest and all
other charges accrued thereon in connection with the Debt, the Loan and the Security Instruments.

(¢)

ARTICLE 4
LAT E CHARGE

If any sum payable under this Note is not paid prior to the iihh (5th) day after the date on which it is due, Borrower
shall pay to bender upon demand an amount equal to the lesser of Eve percent (5%) of the unpaid sum or the
maximum amount permitted by applicable law to defray the expenses incurred by bender in handling and processing
the delinquent payment and to compensate Lender for the loss of the use of the delinquent payment and such sum
shall be in addition to the amount then due ("Late Charge"). in the event the Late Charge is not paid as required
herein, then such sum shall thereafter accrue interest at the Default Interest Rate under Article 2 hereof. The amount
thereof shall be secured by the Security Instruments.

5386893vl 2
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ARTICLE 5
WAIVERS

(a) Generally. Borrowers and all others who may become liable for the payment of all or any pan of
the Deb! do hereby severally waive presentment and demand for payment, notice of dishonor, protest and notice of
protest and non-payment and all other notices of any kind. No release of any security for the Debt or extension of
time for payment of this Note or arty installment hereof] and no alteration, amendment or waiver of a provision of
this Note or the Security Instruments made by agreement between Lender or any other person or party shall release,
modify, amend, waive, extend, change, discharge, terminate or affect liability of any Borrower or any other person
or entity who may become liable for the payment of all or any part of the Debt under this Note or the Security
instruments.

(b) . Borrowers shall not be entitled to any notices of any nature whatsoever from
Lender except with respect to matters for which this Note specifically and expressly provides for the giving of notice
by Lender to Borrowers and except with respect to matters for which Borrowers are not, pursuant to applicable legal
requirements, permitted to waive the giving of notice. Each Borrower hereby expressly waives the right to receive
any notice &om Lender with respect to any matter for which this Note docs not spccitically and expressly provide
for the giving of notice by Lender to Borrowers. No notice to or demand on Borrowers shall be deemed to be
waiver of any obligation of Borrowers or of Lender's right to take further action without tiarther notice or demand.

(c) No Waiver hy Lender. Lender shall not be deemed to have waived any Fights under this Note or
any Security Instrument unless such waiver is given in writing and signed by Lender. No delay or omission on the
pan of Lender in exercising any right shall operate as a waiver of such right or any other right. A waiver by Lender
of a provision of this Note shall not prejudice or constitute a waiver of Lender's right otherwise to demand strict
compliance with that provision or any other provision of this Note. No prior waiver by Lender, nor any course of
dealing between Lender and Borrowers, shall constitute a waiver of any al' Lenders rights or of any of Borrowers'
obligations as to any future occurrence. Whenever the consent of Lender is required under this Note, the granting of
such consent by Lender in any instance shall not constitute continuing consent to subsequent 'instances where such
consent is required and in all cases such consent may be granted or withheld in the sole discretion of Lender.
Acceptance by Lender of any payment after the occurrence of an Event of Default shall not be deemed to waive or
cure such Event of Default, and every power and remedy given by this Note to Lender may be exercised from time
to time as often as may be deemed expedient by Lender. Borrower hereby waives any right to require Lender at any
time to pursue any remedy in Lender's power whatsoever.

ARTICLE 6
MISCELLANEOUS PROVISIONS

(a) MY bili . Whenever possible, each provision of this Note shall be interpreted in such a manner
as to be elective and valid under applicable law, but if any provision hereof shall be prohibited by or invalid or
unenforceable under the applicable law of any jurisdiction with respect to any person or circumstance, such
provision shall be ineffective to the extent of such prohibition, invalidity or unenforceability, without invalidating
the remaining provisions hereof or affecting the validity or enforceability of such provisions in any other jurisdiction
or with respect to other persons or circumstances. To the extent permitted by applicable law, the parties hereto waive
any provision of law that renders any provision hereof prohibited, invalid or unenforceable 'Ur any respect.

(b) 8g:mcdies Not Exglugye. No remedy herein conferred upon orreserved to Lender is intended to be
exclusive of any other remedy or remedies available to Lender under this Note, at law, inequity or by statute, and
each and every such remedy shallbe cumulative and in addition to every other remedy given hereunderor now or
hercahcr existingat law, in equityor by statute.

(C)
several.

The obligations and liabilities of each such Borrower hereunder shall be join! and

(d) N0.0ral Modification; This Note, and any of provisions hereof, cannot be altered, modified,
amends, waived, extended, changed, discharged or terminated orally or by any act on the pan of Borrowers or

5386893vl 3
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Lender, but only by an agreement in writing signed by the party against whom enforcement of any alteration,
modification, amendment, waiver, extension, change, discharge or termination is sought.

(e) Waiver of Counterclaim arL<1 Jury Trial.  BORROW ERS HEREBY KNOW INGLY W AIVE THE
RIGHT TO ASSERT ANY COUNTERCLAIM, OTHER THAN A COMPULSORY COUNTERCLAIM, IN ANY
AC T IO N  O R  PR O C EED IN G  BR O U G H T  AG AIN ST  BO R R O W ER S BY LEN D ER  O R  IT S  AG EN T S.
B O R R O W E R S  A N D  L E N D E R .  T O  ' T H E  F U L L  E XT E N T  P E R MI T T E D  B Y L A W ,  E A C H  H E R E B Y
KNOW INGLY, INTENTIONALLY A N D VOLUNTARILY, W ITH A N D UPON THE ADVICE OF
COMPETENT COUNSEL, W AIVE, RELINQUISH AND FOREVER FORGO HEREBY THE RIGHT TO A
T RIAL BY A JURY IN ANY ACT ION OR PROCEEDING, INCLUDING, W IT HOUT  LIMIT AT ION, ANY
TORT ACTION, BROUGHT BY EITI-ER OF THEM AGAINST THE OTHER BASED UPON, ARISING OUT
OF OR IN ANY W AY RELAT ING T O OR IN CONNECT ION W IT H T HIS NOT E, T HE LOAN OR ANY
COURSE OF CONDUCT, ACT, OMISSION, COURSE OF DEALING, STATEMENTS (W HETHER VERBAL
OR W RITTEN) OR ACTIONS OF ANY PERSON (INCLUDING, W ITHOUT LIMITATION, SUCH PERSON'S
DIRECTORS, OFFICERS, PARTNERS, MEMBERS, EMPLOYEES, AGENTS OR ATTORNEYS, OR ANY
OTHER PERSONS AFI"ILIA'I 'ED W ITH SUCH PERSON), IN CONNECTION W ITH THE LOAN OR THIS
NOTE, INCLUDING, W ITIIOUT LIMITATION, IN ANY COUNTERCLAIM W HICH ANY BORROW ER MAY
BE PERMI ' I " I IED T O ASSERT  HEREUNDER OR W HICH MAY BE ASSERT ED BY LENDER OR IT S
AGENTS AGAINST BORROW ERS, W HETHER SOUNDING IN CONTRACT, TORT OR OTHERW ISE. Tms
W AIVER BY EACH BORROW ER OF ITS RIGHT TO A JURY TRIAL IS A MATERIAL INDUCEMENT FOR
LENDER TO MAKE THE LOAN.

( 0 Time of the_l§ssencq.
Borrower hereunder.

Time shall be of the essence in the performance of all obligations of

(g) Governing Law. This Note shall be governed by. and construed in accordance with, the laws of the
State of Arizona, except to the extent that the applicability of any of such laws may now or hereafter be preempted
by Federal law, in which case such Federal law shall so govern and be controlling.

(h> .
expenses, including attomcys' fees, and Lender's legal expenses, incurred in connection with the collection or
enforcement of this Note or any Security Instrument. Lender may pay someone else to help enforce this Note,
and Borrowers shall pay the costs and expenses of such enforcement. Costs and expenses include Lender's
attorneys' fees and legal expenses whether or not there is a lawsuit, including attorneys' fees and legal expenses
for bankruptcy proceedings (and inc luding ef forts  to modify or vacate any automatic  s tay or injunction),
appeals, and any anticipated post-judgment collection services. Borrowers also shall pay all court costs and
such additional fees as may be directed by the Court.

Attorneys' Fig_s&xpenses. Borrowers agree lo pay upon demand dl of Lenders costs and

( i ) NQLiss§. All notices required under this Note shall be deemed to be properly served if reduced w
writing and sent by (i) ccrtiiied or registered mail; (ii) Fedcml Express or similar overnight courier; (iii) facsimile
transmission; or (iv) personal delivery; and the date of such notice will be deemed to have been the date on which
such notice is delivered or attempted to be delivered as shown by the certified mail return receipt or a commercial
delivery service accord, or in the case of facsimile on the date of receipt of the transmission as shown on a successful
transmission condemnation receipt (provided that such notice is also sent via one of the other methods specified
above). All notices shall be given to the party at the addresses shown herein, unless subsequently changed by the
party. Borrowers agree to keep Lender informed at all times of each Borrowerls current address.

( j ) Interpretation. As used herein, the singular shall be deemed to include the plural and vice versa
where the context and construction so require. The words "Borrowers" and "Lender" include the heirs, successors,
assigns, and transferccs of each of them. Caption headings in this Note arc for convenience purposes only and are
not to be used to interpret or define the provisions of this Note. If a court of competent jurisdiction finds any
provision of this Note to be invalid or unenforceable as to any person or circumstance, such finding shall not render
dirt provision invalid or unenforceable as to any other persons or circumstances, and all provisions of this Note in
all other respects shall remain valid and enforceable. With respect to any Borrower who is a limited liability
company, it is not necessary for Lcnder to inquire into the Powers of such Borrower or of the ntanagcrs, members or
agents acting or purporting to act on its behalf, and any indebtedness made or created in reliance upon the professed
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exercise of such Powers shall be guaranteed by the person professing the exercise of such Powers under this Note If
Holders collects monies which are deemed ro constitute interest which would cause the effective interest rate on this
Note to exceed the maximum rate permitted to be charged by the laws of the Slate of Arizona, all such sums deemed
to constitute interest in excess of such maximum rate shall, at the option of Holders, be credited to the payment of
other amounts payable under this Note or returned to Maker.

(k) Excess 1ntvm8. If Lcnder collects any monies which are deemed to constitute interest which
would cause the effective interest rate on this Note to exceed the maximum rate pennined to be charged by the laws
at' the State of Arizona, all such sums which would be deemed to constitute interest in excess of such maximum rate
shall, at the option at' Lender, be credited to the payment of other amounts payable under this Note or the Security
instruments or returned to Borrowers, and shall not be deemed to be excess interest hereunder.

ARTICLE 7
AUT HORIT Y

Borrowers each represent and warrant that they have full power and authority to execute and deliver this Note, and
the execution and delivery of this Note has been duly authorized and does not conflict with or constitute a default
under any law, judicial order or other agreement affecting any Borrower or the Collateral.

IN WITNESS WHEREOF, Borrowers have duly executed this Note as of the day and year fust above
written.

BO RRO WERS :

Shadow Beverages and Snacks LLC

an Arizona limltedjiybility cg

et. manageMarHn¢7" 11588
a x uc i° G°°'

B y
Sam J former) Y~9lltas°.

ucio George

[notary blocky on hex! page]
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STATE OF ARIZONA )
)ss.
)County of Maricopa

On this, the 19-l-h day of March, 2014, before me, the undersigned Notary Public,
personally appeared Lucio George Martinez, known to me to be the person whose
name is subscribed to the within instrument and acknowledged to me that he
executed the same individually and on behalf of Shadow Beverages and Snacks,
LLC, for the purposes therein contained.

TN WITNESS WHEREOF, I havehereunto set my hand and official seal.

I

I

,lQJJJo'\aJ~ Q 62/u:4.s<sv_>
Notary Public

NOTARY SEAL:

STATE OF ARIZONA

County of Maricopa

On this, the day of March, 2014, before mc, the undersigned Notary Public,
personally appeared Sam Jones, known to me to be the person whose name is
subscribed to the within instrument and acknowledged to me that he executed the
same on behalf of Shadow Beverages and Snacks, LLC, for the purposes therein
contained.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal.

Notary Public

NOTARY SEAL:

Title or Type ofDocumen!: Promissory Note
Document Dare: March 21 , 2014
Number of Pages.' 6
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Section l.l 123;f].ggigg§. All terms 6¢H*he3f and¢rf§§
provided. unless otherwise provided for in this Agreuiiéfilz -x-

NOW, 2.
Parties hereto anrcc as folk>ws°

This Security Agreement and Collateral Assignment of lntetvst ("Agl39gmg_nl") is cnterd
into on this Zlst day of March. 2014 (the °'[i[1i;£!i3£!._.Q1_t9")., by and among Sluldow Beverages ind
Snacks LLC. an Arizona limited liability company (the ~glmM,m!»-1_ Lucio Oeoqe Manincz ("Mlninsz":
and jointly and sevcrdly with the Company, the "Br»nw~¢xs"), and Reed Hatkoff ("3M __ ¢")_ This
Borrowers and theSecuredParty may be collectively rcfcnrcd Io herein as the Parties Rx singularly as a Party.

Cr.

B.

A

sp.<:um1°v AGREEMENT & COLLATERAL ASSIGNMENT OF lnTsur:sT

an . L 343
TIIEREFORF in con*l"ilEli¢inn a!""54»3nufual agreements hereinafter set forth, the

as

So-cured P 4143
Martinez grarw*
hr Loan pursuiqgé

?vl8r\i;\§i Qwns npl>ro§.jmately 19% olllhe membership interests in the Company and will
n\a!end§'43cnefil fggnnjbe Loan

Secured Party has loaned m Bnmswcrs, a sum of One Hundred Thousand Dollars
($l00.000.00) (the "1,¢_glg3"). pursuant lo the norms and conditions of a Promissory Note of
cveggaxc herewith made by Bonuwcrs (the "HQ4"; and mgelher with this Aglrcment. the

` Do ume .L$").

.̀ olI:;!5;gg!" meansa!! of the ibllowing:

\

._1"

(iv)

(iii)

(ii)

Lil

All of the (̀ ompany's invrmlouy al' products in the "No Fear" product line
(the I M

AI! punduase olden of the Company from PepsiCo ad/or any aITilia\e
lhezeof (the "Pgzsi ';"). and all moeivmblcs of the Company from
PepsiCo and/or any ¢f¥iliat¢ therenll(\hc " .AKA)";

AI! right. tick and interest of Maki .. 'in any cash nndfor sectu.iti¢s now or
hereafter had 1 ' " v i a limitation all cash Ami

scctlritics in Ameritrade Avcclutl Nu. §l§ 4860 (the "E!§llM.A W;

All n`ght, tide and interest of Martinez as o the Company. including

without limitation !J00.000 shoes in the iaeny and my and all other

membership rights or 'mtaests in the Company. and all rights to profits,

kisses. distributions, wring rights. and athcr rights associated with any such

rights or interests (collectively, Rh# "Mnn'mQQ¢.;mnsLnx1ntmt">:

red as an condition to making the Loan, that the Company and
agcurix nlimrsal in all of the Collateral (declined bclvw) as security for
pa, the ac *this Agreement.

f .48 i»

.».¢':¥;11¢9a;:l4;1rvrs

.1581

y

u

;
m.,

LE.
lM§n¢lna

L

RECITALS

In Ameritrade, 1nbht*I]ii wixhvul

I

419

§ )6u§?I

.4»1

i

Article shall have the meanings

{
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pp

4,4 x
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I

";_;<,;g" means the Uniform Commercial Code as in clfccl from time to time in the

an in hercule.

of the Loan Documents. and. if a norica and cure period is cxplicixly pruvidd in the
applicable Loan Ducunzunt with respect to such breach or default, the failure to timely
cure same prior to expiration cf such stated notice and cure period.

n

~§m2 m mansmlleoecunlnweofanyhrenchordefaullbyanyIiunuwuunderany

Slijgfof Arizona or in any mer stale whose laws an held to govern this Agreement or

"g;hlj8¢g9,§~ means all obligations of the Bcmnwrs under the Lush Dncunucuns. including
wilhcwul limitation the Pdndpnl Amount and the Rocky Payment (as defined in theNote).

"§s:.<;11.r.i.4x.lnxsLs:§3" has the meaning specified in Section 2.\ hcrwf.

(v)

4

of
**ll

Any and all proceedsQt' any of the Ibrcgoing.

Aa'1'lcrLz»t z

435
M

#3-8

cow
§...s¢
i

a n
m
we

*

Q

The Borrowers, jointly and severally,
31

the "§Qs;y1i£x

Section 2. I Qrah
hereby gram, assign, cony
referred to Eu §£§_.g.
performance of all of the Obliger .:"X.

11

.4

Pane may. but need nut, perform nr nbscrvf P i Fri*
i

lake any and all other actions which Secured1'3*9@tl=\=w reulgI!9§ly deem necessary to cure or ecmccl
Xv"

go in

., Lr

I

mercer.
i y i i i n d peg the Secured Party  l  securi ty  interes t  teol lwively

§ssuuut_1uxrted"'t in f. the Collateral, ms security for the payment and
gatiorfx,

Section ".2 EleL£Qnu._=r;¢.M't.lili3Lk§issLtu l!ilk1x I f  Borrowers  fa i ls  to t imely  pc r fonn or
observe the Obligations and if such failur¥' inues provided for cum period. then the Secured

y 9 .. on behal f  and in the name,  place and
stead of ' the Company (or, at Secured Pany' i n nd Pony's name) and may. but need nut.

such failure and thereafter the Borrowers shall ~=='»= Segued Party the amount of all ttunties
expended and all actual. reasonable costs and exp sqg*'(inclu nsonable attorneys' fees and kgnl
expenses) incurred by the Secured Party in or as a t of the performance nr olnrervancc
of such agreements or the taking of such action by the . Ar Furl tiiigether with interest thereon at
the Default interest Rate. as defined in the Note. from the . . or ineuned. To facilitate such

y hereby  i r rev oc ab l y  appo i n t s
Secured Party .  or  the delegate of  Secured Party .  ac t ing n the unomey  in  f ac t  f o r  s uc h
Borrower (which appointment  is  coupled wi th an interes t ) we r ight  (but  not  t he dut y )  f rom
t ime to t ime to c reate,  prepare.  complete,  execute.  del iver.  ender n r  t i l e  i n  t he  name and  on
behal f  of  such Borrower any  and al l  ins t ruments .  documents ,  uss t r iUents .  securi ty  agreements .
f inanc ing s tatements ,  appl icat ions  for  insurance and other agree and writ ings reasonable
necessary to be obtained. executed. delivered or endorsed by such Borroweitu carry out the purpose and
intent of this Agreement.

performance or observance by Secured Party, each Kong

Section 2_3 To t he  f u l l es t  ex t en t  pos s i b l e .  t he
Borrowers, jointly and severally, shall indemnify. addend and hold the Secunecl Party harmless from and
against any and all claims. damages. liability, risk. losses, and causes of action. of any kind and nature,
inc luding al l  auumey's  fees and coin costs .  aris ing by,  l `rum or thmuglt  the Luau Documents.  any
Borrower.  any assets al '  any Borrower,  any of  the Col lateral .  or the Borrowerls  ownership interest
therein. unless and to the extent any such claim or cause of action is detennincd by a court ol'compcteut
jurisdiction to be a direct result of the Secured Patty°s gross negligence nr willful misconduct.

5:lKh33'h I
q
-

u r l 'cm W

9011 cg
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i

Section 3.4
L ompzmv :

ARls or :to Invcmuryg, Thai
Obligations hase been s | sea id

Section 3." Martinez covenants and agrees that he shall not transfer
Lwr gram any other lien, plerlge or security interest in Me Martinez Interest. until the Obligations
have been sutisliedjn lull

Section 3.' * . The Company covenants and aglns that Ir
shall not transtbr orylqy any olhggdien. pledge or security inlcrest in the Pepsi i'()'s. the Pepsi

. of lnven\c»ry in the ordinary course of business. until the

Scctkm 'l.l 1'1¢1iw=<l_A§§.Qu§U- Marxinez cuvcnxmls and xxgruazs that he shall use his best
cflhrieaKT cause Ameritrade to recognize the security interest in the Pledged Account granted by
Martinez her<:undcr to the Secured Party. Whether or not Ameritrade recognizes such security
imcrvst. Martina? <:<wer\:mts and agrees that he shall not transfer or withdraw any amounts from
the Pledged Acc rum. nr grant any cither lien, pledge nr security interest in the Pledged Account,
until the Ohligalicms have Mvu satistlcd in Full,

ld)

( >

(M

(h)

to observe and perform a"¥§gli{:\cts érgggcments to which it is a party Ur Hy
which any oils propenics :ire Wound: *

no operate _3§.iness Ge

will'
nwnerslup ml' its M,

L.&&

" .
w i n gezordinary course:

Lu comply gpnirs

p¢#lnics 898;

lo maintain all omits

;

r¢l~.,,* 418i-# and wgulaniuns pertaining lo its use and
; , , * , , .Qs conduct of its business;

\ M ' dconditlcn;

ARTICLE 3
Aftirmnlive Covenants

The Company shall take all actions to cause the

»,4»

'e

»»5;;,,='~

(DV n R x

1

i

..».

Hz
r *
* ii

z

Q
z

(e> in file all necessary lax returns and4l§*tim'¢ljF' Il taxes which are due;and
a £ al u.

4

( U \in keep all of its properties and businéses inggcd against such losses and in such
amounts as arc cusmnmry in she caswiti tiizrsons of established rvputznions

Scciinn 3.73 Ac9z1§_<$kn14g£.4.ii11a.\!is,C3e,n1p&9x~ \\'iil\wiit wriucnconw\t¢tl'I|ic Sccuwd
l'aN).. which -;ons4:nl may be withheld in the sole and absolulm: dimIeliun o¥&_v ¢*cxlf\.xl Party. the Company
Qhnllnot, 4 " it,

engaged in thesame business as the Mn

a **t;»
"}i

(re permit any govcming documents of the Company to be amends or
modified. or issue any new equity interests in the Company:

(iv) liquidated. dissolve or sell any of the assets of the Company (except for
inv¢mnry in the ordinary course of business);

in) Fermi! the Company to merge with any other person or business entity:

5 www-.I 3
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*

(fl) make any distributions from the Company to its members (except to the extent
necessary to cover taxes owing by its members on account of Company pmGL~s
:allocated tow such members),

f~J»
c y
>-

*E*
any

fv) take any other action which would impair the value of the imefesns or rights of the
Company in the Collateral; or

w -
s

*El*w *
hd-
w

c a

(r> take any actins which would in any manner impair the interests or rights al'
Secured Party.

Section 3. yo
hereby mlwat and wznnnt M the Seemed Paurly, with Rail *~wwl==<iaa== dun the Secured Party is mtcring ma this
Agauuxuznt in malcriul gclinnc: thu.-nxm. as follows:

I<Qnr¢@cl144l<>"§ q4!g_ unl lvrs (53 &i£3§1_!3!3¥ No B lJ » l1m vc ¢ \  la t en t ly  and ' w u x l i y

r if

gill'
i;1:

*E
4

Kb)

( a ) Co mp an y h as n u  ccmmi l n u d  M r  d o cs th em ex i s t  an y

4***'3G)'"p=\»=y .»=n

_m u m .

l a y  M M U  o f  a n y  o b l i g a n i w  o f  t h e

, n n y o p e l d l g l g l u e m l : l l a s i n i l n r d o n l n e n u n A ' d \ e C o n 1 p a n y n

5-"
i n m a m u l a w f u l m » n a a ¢ m m = s u l » = n r A » i » » \ m

( 4 )

*Q*

( d )

~ M w ' > d¢1»9i°l¥'b»»1s gmnxning die opeuuxion or nu'1nngelv1n:ru al the Connpsuxy
o h v i a Wi  "  _ '  o u i g x i ? i % r u » ¢  ( ` c 1 m p a l 1 y  h e r e u n d e r

@4l°">'
Th u»the

nnl l l ing in  4
prevents the G
Iuluu in loc Co

g S l q 1 \ m g l l » q 1 ¢ = ¢ a u l w » w » l ¢ = m u a m ¢ c n m p ¢ » y
n g  i ¢ | o l h i s A | , 1 u | : n \ u n | u \ W \ a r g I | i n g | h e S e c \ u i h _ .

I h m y z
e

. .

(12) t h e  B o r r o w e r s  a r e  n q v " "

Cfmlxpany Um obtain do a"`

*=.1=<l@\gW

"ll nr ¢01"4vWl of any
J

an y Ag ;~c¢mu u  g u mmi n g  an y aq aea o f  xh c
odder party no eater inc this Aggrucmmlz

( 0 WpmwAwunn ailg anlsloctherpasummvauilylmsmy
-°w3f'3»

Agumwnl,hnsanalxumtbalam1uWY*lic>Iessdh9l!9.H0.0(X).0lk
r igluglitlcaiannaes hxcr lo l l d \ au u n u l L a1 \ h ed l l eofd 1 i s, my

: »~.

(8) the Mnninez Company Intutst "1
equity iicrests in the Curllplany and no 1
in or to the Martinez Conqlxany Inure:

pexgiuu or#entity has any
14"

19% of me uxal  .ummiang
right.  Mb: or interest

v
";¥4v

( M no puwon or entity other them the Company has
POls. the Pepsi AR'sa' the Inventory. Md

mqyxt. tick or ixuervst in or to thePepsi*
lx

( r )
I ,

Me Company ant icipates says to  Pq1siCo  o f  i ts "No  F¢=8;pmn»=¢ l ine during  the Ro}1l t \y
Perio d  (as d in ed  in  th e Nu m)  to  b e alp p mximatcly lO D,000 canes.

S c c l i c n  3 . ' B . I x h l § . Q L M e ! l u 1 u - M l a l n l n w l i l n l l a l m n l _  S o  l o n g  a s  t h e  B o r r o w e r s  a r e  n o t  i n
default under any Loan Document. then Martinez shall be entitled M exercise any and all securities
trading. voting and other consensual r ights pertaining lo the Pledged Account and the Martinez
Company Interest so long, as such exercise stoics mix cause a default under any ml' the Loan Documents.

i}88¥3'?\ I

Re f i t s  4

4
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$v.'diOh 4 S
ilia deducting lucre from all expenses of Secured Party in 1akinggp§g:ssiun of and selling the
Unilateral, shall be applied to the payment al' any pun nr all Rf the ()ialYga\!im\s and any amounts
sccuwd hereby. and any surplus hereafter remaining shall M paid to the Borrowers, or any other
person that may be legally entitled lllelvew

Scullion 5.1 Nu w !.JmLr1u1=l.llx§ l$§p.1.g.41jgs§. No failure or delay on the pan at
Secured Party in exercising any right, power or remedy under this Agreement or any al' the

an Documents shall operate as a waiver thereof; nor shall any single or partial exercise of
any such right. power or ncmcdy preclude any other or further exercise thereof or the exercise of any

Scmiun 4.1 ;,5.
l-Kem Rf Default, uh Secured Party may exercise any or all of the following rightsand ncmedies

(M

(C)

(a)

Secured Party may exercise any nther€rii§\& und remedies available to it by

Secured Pane may exercise Md qt16i'§g'ce-iI8% F5§!usa and remedies under any o
the Loan Documents; and

§!1¢_.E gI§i. The proceeds al' any sale ihipnsilinn of the Collateral

(iv)

(iii)

Secured Party may exercise and enforce any and all rights and rvmcdies
avuiiahlc upon default M secured party under the UCC or any other
npplicnbk: laws as the same may from time lo time be in elect. In
cunjuncziun with, addition lo. or in substitution for those rights. Secured
Party may in its sole discretion

ll1§__gll1gl_8£lly;gljg; Upon or al any time following the occurrence of :my

thr ough the Col lsgh, ;o wfik
enxidud. all ufwhidi

F`urcc ) 9 n d  3 9 use any Borrower to exercise all of its voting
riuhls to l5q,1£'ullatera\ as the Secured Pam' may direct
whether 31? nm! fureé§fi i{;re or sales proceedings have commenced
M d

§Vuiv6 _dcfuult Ur remedy any default in any reasonable manner
ivkhoul \ 9 *

Ir notic3;.n§lhc Company demanding strict pcrfomance thereotl and
r ~gaivit»¢@84 ,Whir prior or subsequent default

Receive all disk' . ms, p _an4 value interest arising Thom or
Co my Borrower would otherwise be

o payment al' the Obligations

Foreclose the entire Collatensl to the extent pennitted by the UC(
provided, however, the! Secured Party shall sell only av much of Thu
Collateral ms is necessary to satisfy any indebtedness or obligations
secured by this Agreement then due Secured Party, including any
intitizst Hue thereon

ARTICI
Riizhts and Remedies of Secured Party

win "1 !~
*l

¢k y
the delimll ltmedid and without waiving the same default

=\RTI(.̀ \
Misveilancnus

a

s #Sm w\ I

ACC008988
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1 I *

Section 549 E1anh:x_Q9=sm4QL5- The Banuwers will from time to tim execute and deliver or
endorse any and'?'8&,ig_sxmlncn£s, documents. cunvcyanccs, assignments, security ngrcemenls.
financing staicmcnls Ag¢"mq a ts and writings Thai taw Secured Party may reasonably request in
under lo secure. pm¢ecl,1 gt or ¢1u.' Security Interest under this Agreement.

* v'

Scclimu 5.1 'Ur
v , I

of counlcrpans, each al" which when av cxeculed HM nvcred

all of which counterparts, tukcn Wgelher, shall cons!itute w\one a

or otherwise applaud. uunsferrW or disposed o 4 ur:8
Agleemenl, and shall Cancun: And deliver, Ind
release to release my security imensl or other lm

Obligations shall be paid in This
and security interest granted and _gqydgtce
shall have no further force and Upon lim .1 final payment cf the Dbligntictns to the Secured

3, s. the Secured Party shall thereupon promptly
and immediately deliver to the N°fmwlét 'lit to still or persons as the Borrowers shall designate,
the Collateral liT any) in possession of Rh ed the extent same has not been purchased. sold

,pursuant to enforcement of the tams of this
x . . . ed god filed an inslrurncm or instruments of

claim l'S§:urcd Party to such Collateral.

o t h e r  r i g h t ,  p o w e r  o r  r e m e d y  u n d e r  t h e  L o a n  D n c u m c m s  U r  t h i s  Ag r e e m e n t .  T h e  r e m e d i e s

provided in this Agreflmeut and the Wan Documents are cumulative and me esnchniw of any remedies

pruvviikd by law.

Party. Upon fun and EMI =ui=rl¢¢ii'i'hll 0%

Section 5.2 Amgnggggngg. No amendment, modifiealion. termination or waiver of any
provision of this Agreement or any release of a Security lntenest shall be effective unless the same
shall be in writing and signed by Secured Party. and \Mn such waiver or consent shall be elTec\ivc
only in the specific instance and for the specilie purpose for which given.

Section 5.3 . Except as otherwise exprcsxly provided herein, all
notices. requests. demands and other  communications provided for  hereunder  shall  be given
and delivered in the mnnncr  ad for th in the Nate.

Section 5.5 This Security
Agreement and any Financi Kurt therefore shall remain in l`ull lbrcc and clT:c! until the

i Agnuemcnl. my Financing Statements Md Me lien
y shall terminate and become null and void. and

§;¢3_§§§&!i§,$*!l.....§!l...58.&!.£ll¥££['*i&I1§ o

4.
11: nm

1'3.unlmn&.1;13 ev1<.L..huans;uua.lila&sxncnxs

Agneiqjp may be executed in any number
deemed to be an original and

.ii same instrument.
x

r~

4§§§§3l{§

I Q ;
a v
)"'*
wx

w

M

"9*
CD*
9 *
x-a.

'Hue As===-ne-ff SCI b= bedim:
. Misc succmsnrs sud asigzs. excqx

§Agnun\enl<winlln:Collalltlnla
ah conscm may he withheld in doc

Saxlkm 5.1

upenthe8on1u\wvsa\¢' l i lnuc\otheba\el l l toN\¢Senll!dFilyal l l l l
that the Burnowwrls shall not haw: ds right mulsigl their(l»ligllld¢l\s ml
any iniutsi therein wilhr\\A! the

sole aid absolute discmion of the Seoul Party,

express written consent of the Scwznmed
I

¢

Section 5.8 g_Lg3y.__,IJ.!Lt§§hLlQn This
Agreement shall be governed by and construed in accordance with the substantive laws (other than
conf lict laws) of  the Stale of  Arizona. Each Party consents lo the personal jurisdiction of  the state
:Md federal courts located iii the Stale of Arizona in connection with any controversy related Io this
Agreement, waiver any argument that venue in any such Ibrahim is not convenient and agrees than
tiny lltigutiuri initiated by may of them in cnnncctinn with this Aglecntent shall he Glad in either the Superior
(Inuit al' Maricopa County, Ariamna. nr the United States District Cetin.

c Q\Qm,1na_L¢av».J,.u£§44l41L»n and Venue \V§¥~§r_9I_ Jo LUAU

Scctiun 5,9 u  r x w v s '  t yes L 'T >§!§. I n  U m m :  e ve r  o f  l i t i g a t i o n  r e g a r d i n g  t h i s
Agrccnwsnt ,  the prevai l i ng par ty i n such l i t i gat ion or  a l ternat i ve d i spute wwlul i on shal l  by:  em i t ted mu

rvascwxbk atxunwys' few; as well as casts cafsuii or al" Me pmcwdings.

38.l5{\3}'9x I 6
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/Luca; ¢e<»r'2{1F391D1t\sIfi-L

Section 5. no Any provision of this Agreement which is
prohibited or uncnforceabk shelli be ineffective to the extent of such prohibition or unenforccabilily without
invalidating the remaining provisions hereof.

Scsztion 5.1 I Section 5.1! !.l91!48.il!8§. Artlc lc and Section headings i! \ Ms A ¢mem are
included hcmiu for convenience of reference may and shall not conslitute a pan of this Agwmnl for any
\\(swf purpnsc,

Section 5. V' r a y

any and all consents nocmsnry and appfopriale for the grumping of the Security

Secured Party under any operating agreement of the Company.

IN WlTN§§WHEREOF, the panics hcreux have caused this Agreement to be exec red as of the
Hfeclivc Dale. " " ..

Shadow Beverages an§.snaclbL(
an Ariuma limited i l l  wM

l;()}QR()\\~'[»1RS_-

SF l DPARTY:

ii ¢a"i\=»¢k0rr

SPOLESAL CONSENT: The mdasigncd. being the spouse of Lucio George Martina, hscvchgr
consents to the lbnsgoiug Security Agxevmcul and Collateral Amignmcnt of Interest. and :gives
cho; any community prupcn) of nthcr interest of the undersigned in or lo any of the Collalem\ is
bound by such Apwcemcnl,

I

Be

IM
Sam JI)f\'¢s

my kxvrg Mmtim4'i

»l§l1t

The Cvmpumy hereby rupwaeuzs and warms :her in lm obtained
Interest in the Collateral to

» ,».|.

mer)

'L

in "»».s».=

Prim Name of Spnwsc

xgnalure oISp'~ sec

4

..»-»»»*-

a

"MII

13'.f

cm;

a
5--4,M

8

¥

cs

»¢

§.w\<s33»» I
7

ACC008990
SHADOW-8507



Personal Financial Statement ofLucio G<:<zx4¢ Martinez
Name of Appkicallt

P E R S O N A L  I N F O R M A T I O N

SECT zsecoteo PARTY \NFORMATIGNsecTion 1- lnolv10AL lw=¢aMA1o0~

Ar=pucwrs NAME:
Lucio George Maniac:

(XJAPF'UCANT'S:

Empioyoé
S h a a c w Bo vo vau as an d  Sn acks

Employer:
. . . »

AUUNSB Of
4

ostkanz

Home

Buskin P

i v .

A4ddtuss dEfI\p|¢lyH|£

years Employed!Businau phone:
( )

Ti¥JllPollll¢4t

Hama iwrlavsu:
any

4

Sou:
l :

Di !e: l (880\ : Horn¢Pl£ane
( 1

seaai 8==~w\v No. bam G IBMN

s e c n o n  3 -  S T A T E M E N T  o F c o m m o n  A S  o F D vc s m b u  1 9 1 3
|

ASSETS
.  l tnduga Assets al Dotlt l t fd Value)

Cash on Hand Ine a r n

In  Do lla rs
( O m i t  C M M

u A s lL m s s In  Dodars
(O MR CWEQ L

s3u.oo0 N o t e s  n a va h h  a c  S a n k s ls e a u vd  S c h e c u i e o

Merkatabla Swtuillnas-GoVt Bouts-Soo Schcdula A

Non-marknubdo Socurilln-Seo Schududa. A Due t o  B r ok  vs as
Socurives help by Brokos in Armin aeeuunb nAmounts h is-secured t o
llwoakmsnt Rue! Elmo-» Sn Sdusduh B Lauasasandilor wrzil oh
R»m»m4al Real Estlsls. 880 sawaub B
RatllMNNN'l Plans o f r IP ru n u i v Tauuss due barf ' d h ld o f
Nd" Rocdvub lo 4 ,la  T r a i n  F e d n w vl i  a  e aU of
Cash Ha!!  h other:  lnst ihlilolll 00 | ' .u n m l a  A m e ? w l & p m d I ; no
personal PY°041'\ ml accnunlaDull no

much! 8chsdulaCCaulkuahndllio
. ww to

Jmxdgémenti of
0THERliSS£TS(5stlY»am) . .

-»-»»»»-»-» Alfamy' o1H s R 'L I Aa t Lm es  am  m an) .
TOTAL UA8ILlT\ES

NET WORTH
Vu-uuuu

TOTAL A$l3ET$ L ¢ A a l u T l e s  a  N e T  w o r m

of

y e sco ~T rt4o e~r  L I ABI UT E S N O AM CUNT

X
x
x
X
x
x
X
X

U
U

O

0

o

CJ

171
U

$____ .-
$ 1449
$
$
$
$
$
$

Ari you a Guarantor,  C<rMaker, or Endorser lot any pafsan or eamplany?

Do you have any outstanding letters of audit or Surety bonds?

is there any nul l  or legal  adan pending against you?

Are you liable or have a contingent tlabllity on any leave of conlrad'I

Of  you have any lax nanny,  Slate or Fedetal7

O o y o u h a v e o r e v e r h a n a n y  T a x U e n s f m m a r s y g o v w u i n g h o d y ?

Are you obllgalW to pay child support, alimony or sepsvale rnaiulmanea?

Have any judgments www been sntofed against YW? .

IF Y E S  T O AN Y O F  T HE  ABO V E ,  G I V E  DE T AI L S *

' F  w '

H m .

RETURN TO:

.

i n '  . 1w\\°"' "" ¢>~;w§§Q:eT
$ § l *  . 1

vu=A:sz4 XNQIIAI.  1-;Acn rAin N . v 1 8 8

Today's Date is -~Dwcmbcr 2013

\ 6.

.

ACC000403
sHAo o w -ss01

1

a

EXHIBIT

S»5:>.

no

ADMITTED

X . [ p
...J

i

».u-.

I



-..

(omit cents)Cash Income a Expenditures for the Year al 2012

ANNUAL INCOME NIMOUNTS

Annual S $z10,ooo

Sol;ry Co-¢°WUIlc8nt
of

sao,ooo

,¢WIOUNT5

go

of

$26,400
$z1,soo

Rental Pavrnews

Lease payments .
Mortgage Payments Residential

Mor!98Q8 Pavmenls Investment Prof

Rental Income
s4s.zoo

Property Taxes al l ¢ l 9 .sties
Include above

Interest Income
$zs,ooo

Federal and State Income taxes
s4a.ooo

Dividend Income

1
00

s • O :Insurance (l i te. medical, eta)
511,000

Capital Gang Taken
of

Investments
00

Partnership Income
s1o,ooo

AIImolwlchlld SuDs>°r\
o0

Other Investment Income.
00

Other Income Sources (list)
00

|

T OT AL INCOME $a0a,oo0

Tultion

Medical Ewrnenses

00

as,oco

adv)1:»

_mm Card payments

Other Expenses (list

$zo,wo

0 0

TOTAL EXPENSES s1az,oo0

DESCRIPTION
(s¢°d<¢ of Bonds)

WPERE HemOwhER(s) COST
CURRENT
MARKET

VALUE

Fmagea
u

YES

. Stndu | Gump Mnninca x

m
,.

Cl...

Shares |nun Sllldowlcmqc xII 5wm00
400,ooo Shams GSRC GnsnludI x

•

I I

Schedule B- An Rel! saga owned
Mddress & Type of

3fsn>g4x_
_1. T/2 S Comaudn - Rn.
.gas MBI Rttiwbcd Lm
asa W Unlon Ava

Cost Marked VllU¢
zool scrzs.0oo
2008 224.000 s.ooov

GL WMM 2007 ms.ooo'

zo-44

2037
2029428 Eas l  23" 1999 14s,oco

ANNUATa(PENOITURES 1-

Bonuses andlof Commissions

_Sgh_gg_L;@_(§_-\ll Soalitlea (lndudlna non-monev masks! mutual funds) cusseutlv held.

No.of Shares
Sled: of Face
vane d bGnd$

ReaanV M8tkebble Securities

Pl°¢!I°4

_laI_on Markgtqla Securltles
1.100,000 I

PLEASB m AL EACH PAGE HERB c 2
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I o a

Cash Sunundel
Value_

$500
Pd Owner Bendldarv

Face
Amount • l Loans

NoneGoorae Mid fut Llsa Martinez $1,000,000N41 York LH§_

Duo To:

_.-- "pM, Valley Sam

Type of Facility

Ravolvinq audit

Secured?
n__o.___ I

x
Yes

131 sso.ono 6 *

AmountofLlne

300 -pg

H re

U u
U

Current
M a n i a
8102.000

Name of The
Lender »• anal dbl»

Chase GA. Martinez Seemed zoos
Seauid 1999 000 tooHSBC

Ocean seamen 2012 saa2.ooo I I I'¢. 76
I BankPlatlu v GIL Martinez Second 1999 s1as,uoo ss2,uoo

Sdledule C - Life Insurance Carried. lncludlnn N.S.L.l. and Group Insurant

Schedule O- Notes Pavable .-..... * 44-
!
i
I

I
I

Interns!
Rate

mauunv Unpdd
Balance

1

Schedule E -. BANKS OR FINANCE COMPANIES WHERE CREDIT HAS BEEN OBTAINED
High

Cradl\ .
s19o.nno

The Information contained herein Is crowded ro qualify for the Nnandng that has been requested and to malntdnlng credit In
this connection. Each at the undersigned understands that the lenden(s) are relying on this intormatton along with other
information In order to qualify ear the financing for the entity for which the fuandng been epdted Ra. The undersigned
represents and warrants that the lntormatton provided is the truth and is ccmdete and that you may consider this statement
as continuing to be true and correct until written notice d a change b given to you by the understand h connectlonlwith the
Enandng requested. You are authorized to make alt and any inquiries you deem necessary to verify the accuracy of the
statements made hereon, and to determine mylour aeditworthlness

Slgnatur

Signature (secolid party)

Dale Signed Z ' Za/m

rl.p.Asa IrmA\. P.ACH PAGB nuke 3
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• A

PR_0MISSQRY NOTE
(Term Loan)

$50,000.00 Phoenix, Arizona
July pa, 2014

FOR VALUE RECEIVED, the undersigned, sfwzow B181/En.4cE9 AND SNACKSZ
LLC an Arizona limited liability company ("Makes"') promises to pay to Michael Crane ("Lendlelr"),
the principal sum ofFifiy ThousandDollar and No Cents ($50,000.00), togdhcr with inclcnsst.

The entire unpaid principal, all unpaid accrued interest and dl oihet amounts pwilbk

hereunder shall be paid in iizll on or before October 18, 2014.

An intaesz amountof $7500.00 will be paid for the short tam loan on the dale the loan is
due to the lender. All amounts payable hereunder shall be paid 'm lawful m°»1t=»=v of the Unfited
Status. .

Maker shall have the right at any time or 6'om time to time to pxelpay all era pardon of the
principal 01' interest without a pxcpayment charge or pweamium.

At the holder'8 option, any payments hexeundcr may be applied firsttoaccrued interest and
then w pnncipal.

In addition to the interest earned cm the principal amount as stated in this agrleennend; the lander will
receive w ants for this algmnecment. Warrantsgrantedto the Jendawillbe in theamountof 12,000
shares at a strike price of $4.20 pea' sixare. Warrants will have a5 year exercise period.

This Note shall become innnnediately due and payable at the option of' the holder hereof
without presenunent or dennalnd or any notice orMakeror any other poisonobligznedhieretm except
as otherwise provided by the Text Loan Agreement of even date henerwith between Mainer and
Lender (the "Loan Agreemalt"), upon the occurrence of any event of default in the paymentof only
of the principal or any 'mlcmest haceon when due, upon default under the Loan Agxeemcnt, or upon
default under any other agreer it betweenMakerand Lender. Failure to exercise this option shall
not constitute a waiver of the right to exercise the same in the event of any subsequent default.
Principal and interest shall be payable. at the address of lender, as set forth 'm the Loan Agxeennmt
or at such other place as the holder herecfmay designate.

-1

In the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to einfcltce the terms hereof or of any agreements related to this
indebtedness, or if any holder hereof becomes party plaintiff or detbndanr 'm anylegalputooeedixng
for the recovery or protection of the indchoedness evidenced Moby, Makleir, its successors and
assigns, and any endorsers hereof shall repay to such holder hereoii on deaunand, dl costs and
expenses so incurred, including reasonable attorneys' fees, whether or not suit is brought, including
those costs, expenses and attorneys feesincunnred ahathe tilingbyoragainstthe Mnkerof any
proceeding under any chapter of the Bamlomptcy Code, Title ll of the United States Code, orsimilar
federal or state stannic, and whether incurred in connection with the involvement of any holds
hereof as creditor in such proceedings or otherwise.

Shadow Beverages and Snadcs EXHIBIT \,L.,\**Y\Q

i i !- . c».-_.

SHADOW006427



Q I

a

L

Except as otlnesrwise provided in the Term Loan Agreement, Mainer and all endorsers, all
guarantors, and all others who may become liable for all or any part of Mme obligations hereby
severally waive (i) demand, presentment for payment, notice of nonpaymemlt, demand and dishonor,
protest, notice of protest and dl other notice except as otherwise provided had, (ii) filing of suit,
and (iii) diligence in collecting this Note. Maker, all enfdoaseans, all guarantors, and all others who
may become l iablcforalloranypartof t laese ohligationa henehyseverallyageethatitwil lnotbe
necessary foranyholdahezeof, in order toentime paymentof t l1isNote,toi i !st instihmsu&tor
exhaust its remedies against any manner oroftllelrsliableharefoa. Maker, dl andoaseizs llguarauultenrs,
and all others who may become liable for all or any part of these obligations heuueby severally
further consent to any extension or postponement of time of payment of this Note or any otlzat
indulgence with rcqaed hereto, including but not limited to, the release of any party primarily or
secondarily liable hereon without notice thereofto any oftheln.

MAKER, ALL KNDORSERS AND ALL GUARANTORS, HEREBY SEVERALLY WAIVES THE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF, RELATING ro. OR
CONNECTED WITH THIS Nora, IT BEING ACKNOWLEDGED BY MAKER, ALL ENDORSERS AND
ALL GUARANTORS THAT EACH SUCH PARTY MAKES THIS WAIVER OF TRIAL av JURY
KNOWINGLY AND VOLUNTARILY AND ONLY AFTER CONSULTATION WITH uncAp COUNSEL.

'this Note shall be governed and construed in alccordanoe with the laws of the State of
Arizona.

This PromissoryNotewas executedanddelivered bythc undexlsigned and is eiecdvc as of
the date first set forth above.

SHADOW B1zvBaAop.s AND SNACKS, LLC, 811
Arizona limited liability company

,(,L.,¢J9»a.e0 GLn/na,
Michael Glare

Shadow Bevengcs Md Snuokx

SHADOW 006428
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Guarantor hereby expressly and irrevocably releases and walvcs any and all claims arising from this Guaranty,

which Guarantor may have against Borrower, including but not limited to, future contingent claims based on

subrogatlcn, indemnity, reimbursement, contribution or contract. Guarantor also waives any and all rights or

defenses arising by reason of any 'one-action" or "anti-deficiency" law or any other law which may prevent

Creditor from bringing any action herein, and defense asserted by Borrower on the underlying debt or any rights to

claim discharge of the indebtedness, including but not limited to, failure of consideration, estoppal, statute of

Guarantor hereby waives (a) notice of acceptance of this Guaranty and al extens'ons of credlr by Credlmr to the

Borrower (b) presentment and demand for payment of any of the Indebtedness (c) protest andnotice of dishonor

or default to the underségncd or to any other par with respect to any of the Indebtedness; (d) all other notices to

which the undersigned might otherwise be entitled; and (e) any demand for payment under this Guaranty.

AH monies avaliable to Creditor lot application inpayment or reduction of the Lia bllltles of the Borrower may be

applied by Credltor in such manner and in such amounts and at such time or times as It may see fit to the payment

or reduction of such of the Indebtedness as Crcdltor may elect, and the obligations pursuant to this Guaranty shall

re: be affected by any surrender or release by the Borrower o' any other security held by it for any claim hereby

guaranteed.

In the even! that any proceeding under bunxruptcy, or any other laws now or hereafter In effect for relief of

debtors, is filled by or against Borrower, or for the appointment of a receiver for Borrower. or any of Its property,

or if Borrower shall make an asslgnrvwznt for the bertefél of creditors or shall discontinue business or become

lnsoivcrrr, all Indebtedness shall, for the purpose of this Guaranty, oz Cried=tor's election, become Immediately due

am: payable. Guarantor consents and agrees that the bankruptcy of Borrower shall not relieve him of the

cbiigations assumed hcrcundor.

The word "Indebtedness" means all of Borrower's payment obligations pursuant to any agreement or contract

entered into with Creditor, including all principal, Interest, late charges, and collection costs and expenses relating

to :he indebtedness.

Now, therefore, in consideration of the premises and of other good and valuable consideration, the receipt of

which is hereby acknowledged, and In order to induce Creditor from time to time, in its discretion, to extend or

continue credit so the Borrower, the undersigned, George Martinez (herelnalter called "Guarantor"),agrees, with

or without notice or demand, to reimburse Creditor, to the extent that such reimbursement Is not made by the

Borrower, fur all expenses (Including counsel fees) Incurred by creditor in connection with any of the

Indebtedness, as defined below, as and when due.

Whereas, Creditor is unwilling to extend or continue credit to the Borrower unless it receives an unconditional,

absuiule and it revocable guarantee Ur the undersigned covering the indebtedness to Creditor, as hereinafter

defined.

Whereas, Shadow beverages and Snacks LLC, an Arizona Limited uabimy Company, lherelnafter called the

"8orrr>wer"}, desires lo transact business with and obtain credit or a continuation of credit from Michael Crane

(hereinafter called the "Crew"or");

EXHIBIT
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frauds, accord and satisfaction and usury. Guarantor warrants and agrees that each Rf the waivers is made with

Guarantor's full knowledge of its significance and consequences.

Guarantor represents and warrants to Crcdltur that Guarantor has not, and will not, sell, lease, assign, encumber,

transfer or otherwise dispose of all, or substantially all, al Guaranty's assets, or any Interest therein, to the extent

tnaz such action might in any way affect this Guaranty.

This is a guaranty of payment and not of collection and Guarantor further waives any right to require that any

action be brought against the Borrower or any other person or ro require that, resort be had to any security or to

any balance of any deposit account or credit on the books of Creditor in favor of the Borrower or any other person.

No delay on the par! of Creditor in exercising any rights hereunder or failure to exercise the same shall operate as

a waiver of such rights, no notice to or demand on the uncle:slgncd shall be deemed to be a waiver of the

obligations of the undersigned or of the right of Creditor to Lake further action without notice or demand as

provided herelri; not in any event shrill any mcdlf:ca!:on or waiver uf the provision far this Guaranty be effective

unless in writing nor shall any such waiver be applicable except in the specific instance for which given.

ThusGuaranty shall bu jointly and severally binding on Guarantor and his hclrs, personal representatives and

assigns

l's's writing is intended by the parties to be a final expression if the guarantee relationship between Guarantor and

Creditor. There are no promises, terms, conditions, or obligations other than those contained in this agreement.

No course of dealing, course Rf performance, or trade usage, and no parole evidence shall be used to supplement

or modify any terms contained herein.

Thls Guaranty is, and shall be deemed to be, a contract entered into under and pursuant ro the laws of the state of

Arizona and shall be In all respects govcmcd, construed, appt=ed and enforced In accordance with the laws of said

State, and no defense given or allowed by the laws cf any other state of the United States of Amerl:a shall be

interposed in any action hcrcorl unless defense Is also8lven or allowed by the laws of the State of Arlzona.

Uv'

Adciress.

Date: )_g_l_y_.l§,_2 0 1 4
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PROMISSORY NOTE
(Term Loan)

$100,000.00 Phoenix, Arizona
July 18, 2014

F O R  v A u 1 E RECEIVED, the undersigned, SHADOW BEVERAGES AND SNACKS,
LLC an Arizona limited liability company ("Md<er") promises to pay to Kurt Moore ("Lender"),
die principal sum of One Hundred Thousand Dollars and No Cents ($100,000.00), together with
interest.

The entire unpaid principal, all unpaid accrued interest and all other amounts payable
hereunder shall be paid in Ill on 01' before October 17, 2014.

An interest amount of S l 5,000.00 will be paid for the short text loan on the date the loan is
due to the lender. All amounts payable hereunder shall be paid 'm lawful money of the United
States.

Maker shall have the right at any time or from time to time to prepay all or a portion of the
principal or interest without a prepayment charge or premium.

Ax the holder's option, any payments hereunder may be applied Host to accrued interest and
then to principal.

In addition to the interest earned on the principal amount as stated in this agreement, the lender will
receive warrants for this agreement. Warrants granted to the lender will be in the amount of 24,000
dimes at a strike price of $4.20 per share. Warrants will have a 5 year exercise period.

This Note shall become immediately due and payable at the option of the holder hereof
without presentment or demand or any notice or Maker or any otherpersonobligated hereon except
as otherwise provided by doc Term Loan Agreement of even date herewith between Macer and
Lender (the "Loan Agreement"), upon the occurrence of any event of default in the payment of any
of the principal or any interest hereon when due, upon default under the Loan Agreement, or upon
dcfziult under any other agreement between Maker and Lender. Failure to exercise this option shall
not constitute a waiver of the right to exercise the same in the event of any subsequent default.
Principal and interest shall be payable at the address of Lender, as set forth 'm the Loan Agreement
or at such other place as the holder hereof may designate.

In the event any holder lrereofutilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the terms hereof or of any agreements related to this
indebtedness, or if any holder hereof becomes party plaintiff or defendant in any legal proceeding
for the recovery or protection of the indebtedness evidenced hereby, Maker, its successors and
assigns, and fury endorsers hereof shall repay to such holder hereof; on demand, all costs and
expenses so incurred, including reasonable attorneys' fees, whether' or not suit is brought, including
those costs, expenses and attorneys' fees incured utter the filing by or against the Maker of any
proceeding under any chapter of the Bankruptcy Codc, Title l l of the United States Code, or similar
federal or* state statute, and whether incurred in connection with the involvement of arty holder
hereof as creditor in such proceedings or otherwise.

Shadow Beverages and Snacks EXHIBIT
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Except as otherwise provided in the Term Loan Agreement, Maker and all endorsers, all
guarantors, and all others who may become liable for all or any part of these obligations hereby
seveidiy waive (i) demand, presentment for payment, notice of nonpayment, demand and dishonor,
protest, notice of protest and all other notice except as otherwise provided herein, (ii) filing of suit,
and (iii) diligence in collecting this Note. Maker, all endorsers, all guarantors, and all others who
may become liable for all or any part of these obligations hereby severally agree that it will not be
necessary for any holder hereof, in order to enforce payment of this Note, to first institute suit or
exhaust its remedies against any maker or others liable hereford. Maker, dl endorsers, all guararltors,
and all others who may become liable for all or any pan of these obligations hereby severally
further consent to any extension or postponement of time of payment of this Note or any other
indulgence with respect hereto, including but not limited ro, the release of any party primarily or
secondarily liable hereon without notice thereof to any of them.

MAKER, ALL ENDORSERS AND ALL GUARANTORS, HEREBY SEVERALLY WAIVES THE
RIGHT TO TRIAL BY JURY IN ANY LITIGATION ARISING OUT OF, RELATING TO, OR
CONNECTED WITH THIS NOTE, IT BEING ACKNOWLEDGED av MAKER, ALL. ENDORSERS AND
ALL CUARANTORS THAT EACI-I SUCH PARTY MAKES THIS WAIVER OF TRIAL BY JURY
KNOWINGLY ANI) VOLUNTARILY AND ONLY AFTER CONSULTATION WITH LEGAL COUNSEL.

This Note dull be governed and construe in accordance with the laws of the State of
Arizona.

This Promissory Note was executed and delivered by the undersigned and is effective as of
the date first set forth above.

SHADOW BEVERAGES AND SNACKS, LLC, an
Arizona limited liability company

By:

George Ivfarii Key. President

By'

l Moore 7/I!/IY

Shadow Bcvcmgcs and Sulcks
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UnconditionalPersonal Guaranty

Whereas, Shadow Beverages and Snacks LLC, an Arizona Limited Liability Company, (hereinafter called the

"Borrower"), desires to transact business with and oblaln credit or a continuation of credit from Kurt Moore

(hereinafter called the "Creditor");

Whereas, Creditor is unwilling to extend or continue credit to the Borrower unless it receives an unconditional,

absolute and irrevocable guarantee of the undersigned covering the indebtedness to Creditor, as hereinafter

defined.

Now, therefore, in consideration of the premises and of other good and valuable consideration, the receipt of

which is hereby acknowledged, and in order to induce Creditor from time to time, in its discretion, to extend or

continue credit to the Borrower, the undersigned, George Martinez (hereinafter called "Guarantor"), agrees, with

or without notice or demand, to reimburse Creditor, to the extent that such reimbursement is not made by the

Borrower, for all expenses (including counsel fees) incurred by Creditor In connection with any of the

indebtedness, as defined below, as and when due.

The word "indebtedness" means all of Borrower's payment obligations pursuant to any agreement or contract

entered into with Creditor, Including all principal, Interest, late charges, and collection costs and expenses relating

to the Indebtedness.

In the event that any proceeding under bankruptcy, or any other laws now or hereafter in effect for relief of

debtors, is filled by or against Borrower, or for the appointment of a receiver for Borrower, or any of its property,

or if Borrower shall make an assignment for the benefit of creditors or shall discontinue business or become

insolvent, all indebtedness shall, for the purpose of this Guaranty, at Creditor's election, become immediately due

and payable. Guarantor consents and agrees that the bankruptcy of Borrower shall not relieve him of the

obligations assumed hereunder.

All monies available ro Creditor for application in payment or reduction of the Liabilities of the Borrower may be

applied by Creditor in such manner and In such amounts and at such time or times as it may see fit to the payment

or reduction of such of the Indebtedness as Creditor may elect, and the obligations pursuant to this Guaranty shall

not be affected by any surrender or release by the Borrower of any other security held by it for any claim hereby

guaranteed.

Guarantor hereby waives (a) notice of acceptance of this Guaranty and of extensions of credit by Creditor to the

Borrower (b) presentment and demand for payment of any of the Indebtedness (c) protest and notice of dishonor

or default to the undersigned or to any other party with respect ro any of the Indebtedness; (d) all other notices to

which the undersigned might otherwise be entitled; and (e) any demand for payment under this Guaranty.

Guarantor hereby expressly and irrevocably releases and waives any and all claims arising from this Guaranty,

which Guarantor may have against Borrower, including but not limited to, future contingent claims based on

subrogation, indemnity, reimbursement, contribution or contract. Guarantor also waives any and all rights or

defenses arising by reason of any "one-action' or "anti-deffdency" law or any other law which may prevent

Creditor from bringing any action herein, and defense asserted by Borrower on the underlying debt or any rights to

claim discharge of the indebtedness, including but not limited to, failure of consideration, estoppels, statute of

ExHIBlll'
. '7'1W.» w, . ' .-p. 3
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n In

frauds, accord and satisfaction and usury. Guarantor warrants and agrees that each of the waivers is made with

Guarantor's full knowledge of Its significance and consequences.

Guarantor represents and warrants ro Creditor that Guarantor has not, and will not, sell, lease, assign, encumber,

transfer or otherwise dispose of all, or substantially all, of Guarantor's assets, or any interest therein, to the extent

that such action might in any way affect this Guaranty.

This is a guaranty of payment and not of collection and Guarantor further waives any right to require that any

action be brought against the Borrower or any other person or to require that; resort be had to any security or xo

any balance of any deposit account or credit on the books of Credltor in favor of the Borrower or any other person.

No delay on the part of Creditor in exercising any rights hereunder or failure to exercise the same shall operate as

a waiver of such rights; no notice to or demand on the undersigned shall be deemed to be a waiver of the

obligations of the undersigned or of the right of Creditor to take further action without notice or demand as

provided herein; not In any event shall any modification or waiver of the provision for this Guaranty be effective

unless in writing nor shall any such waiver be applicable except in the specific instance for which given.

This Guaranty shall be jointly and severally binding on Guarantor and his heirs, personal representatives and

assigns.

This writing Is Intended by the parties to be a final expression If the guarantee relationship between Guarantor and

Creditor. There are no promises, terms, conditions, or obligations other than those contained in this agreement.

No course al dealing, course of performance, or trade usage, and no parole evidence shall be used to supplement

or modify any terms contained herein.

This Guaranty is, and shall be deemed to be, a contract entered into under and pursuant to the laws of the state of

Arizona and shall be In all respects governed, construed, applied and enforced In accordance with the laws of said

State, and no defense given or allowed by the laws of any other state of the United States of America shall be

interposed in any action hereon unless defense is also given or allowed by the laws of the State of Arizona.

By:
J V :

Address :

Date: lily 18, 2014

SHADOW006945
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Shadow was founded in 2008 by Gcorgc Martinez and Sam Jones. Beverage Executives vvilh
broad experience from the Pepsi System. The vision since inception has been to be an
accelerator of beverage and snack products in the "Better for You" and nutritional categories.

Shadow, headquartered in Phoenix, AZ. has built a base infrastructure to support brand
incubation ~nd growth through its network of distributors across the country. Whilc having a
firm belief that the optimal go-to-market method is direct store delivery (DSD). they have
incorporated a direct to retailer (DTR) alterative to establish a hybrid distribution model. The
direct delivery method is driven by national retailers and allows br national distribution quickly
by utilizing retailer's warehouse delivery systems.

As the initial ponfblio of brands was being developed. Shadow began the process of identifying

and attracting experienced beverage experts from across all functional disciplines. Today the
organization has 30 employees and a leadership team with a combined 300 years of beverage
experience.

The Shadow brand portfolio competes elTeetively in four categories with 4 combined industry
scale of approximately $17 billion in sales. The categories are large. growing and filled with
continuous innovation that will enable a pipeline al' growth for years to come The categories
include Sports Nutrition. Fnhanced Water. Protein Nutrition and Energy.

THE M ARKETPLACE

Thc U.S. Liquid Refreshment Beverage (LRB) industry is the largest and one of the most vibrant
consumer products goods industries with annual volume of 10 billion eases and retail revenue of
$75 billion. 'l`hc industry is comprised of Carbonated Soil Drinks (CSD) which represents 35%
of industry revenue and Non-Carbonatcd Beverages (NCB) which total 65% al' the industry.
Dver recent years. the NCB business has seen consistent 4-6% growth while CSD°s have been
down (3%-5%). Total industry revenues have been growing in the 3-4% range.

The NCB business is mac up of several categories including Energy. Sports. Enhanced Water.
Protein and Tea beverages. Aside from the Sports category. these categories have developed and
have rapidly grown over the past 10 years. The immergence of these categories has been fueled
by consumers transitioning out oflCSDls and into these more functional beverage categories that
provide a greater variety of beverage benefits. These key categories provide the opportunity br
new and emerging hnmds. Shadow has built a portfolio al' brands that target the opportunity al'
two percent in each ollthese growing categories.

1
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The Energy category is growing rapidly, IN% YTD 2012, and is the second largest LRB
category at S10 billion. Key competitors in the category include Monster Beverages, Rockstar,
PepsiCo and Red Bull. Growth will be fueled by consumers who continue to transition out of
CSD's as they seek alterative beverages driven by category innovation.

The Spots category has been the leading functional beverage category in the industry with total
revenue of $4.6 billion and growing 7% in 2012. Key competitors include category leader
Gatorade (PEP) and PowerAdc (KO). Continued consumer health and wellness trends will
deliver category expansion in the mid-single digits.

The Fnhanccd Water category has rapidly developed over the past 10 years growing xo $2. I
billion in revenue with 2012 YTD growth of 3%. Key competitors include Vitamin Water (KO)
and Some l.ille Water (PEP). Category growth will be robust behind functional innovation, flavor
expansion and reduced calorie offerings.

The Protein category is experiencing rapid growth driven by healthand wellness trends andthe
consumeradoption of the Protein category. Over the past live years, the category has grownto
$0.7 billion in revenue and 2012 growth rates are exceeding 25%. The major competitor in the
category is Muscle Milk (CytoSport). Category growth willcontinue in the 20% range drivenby
multiple new entries and continued household penetration.

OUR BRAND STRATEGY

Products exist to expand choice. brands exist to simplify choice. Shadow has developed brands
through licensing agreements that support the consumer choice and what it stands for. The
strategy involves a clear understanding of how brands and categories create opportunity.
Duplication in categories is abundant and leads to failure. Finding the opportunity within the
category that speaks to consumers understanding and confidence delivers results.

2
fdpnommty
Superior Punch-;rr\
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Shadow's portfolio of products target the emerging and evolving categories of non-alcoholic
beverages. The focus is on growth and innovation through white space opportunities and
functionality. Shadowls brands exist in high growth categories and leverage the consumer
demand for health. nutrition and functional ingredients. Our brands are delivering incremental

g o s
That win-win formula provides Shadow with volume. revenue and industry level gross profit.
volume and margin growth for our distributors while enhancing category margins for customers.

OUR BRAND STORV TODAY

CNC BEVERAGES

The GNC Beverages participate within segments of growing categories that provide consumers
with a point of difference. Superior functionality is a segment that has no competition and one
that consumers understand. The GNC brand holds the trust and credibility of consumers in the
nutritional space. Category and brand strategies build successful products.

Once the opportunity in the category is identified, a brand is needed to speak to the consumer.
Brand and category relevance arc the ultimate combination. Existing brands that are trusted.
credible and understood can leverage the opportunity.

Currently under discussion with GNC to continue agreement
Agreement includes rights xo all RTDls categories f`or further expansion
lntcrBev "Best Functional Beverage of the Year" Award in October 2012

Categories - Sport Nun-ilinn, !Vurritimml Wkllcr. and Penn*f=rl Nurririan
Consumer Positioning -. nrririun Based, i'erjurnmm~<r Driven
Brand Performance Drivers -~ `nn.s'umcr Trusted. Creflihilifv in I'Vulritinn

t
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no FEAR ENERGY

b

ITS AN ATTITU

iTs A QE8lYT-_E
ITS A STATE of MIND

Category .-
Consumer Positioning . . in!!!/I./IN um! .Yu/u'r .-|_|;_g|'|4 Vin'
Brand Performance Drivers - l...\I»luJi/1_:,' ( .l1I¢';,'urL' um/ .\I~n.vn'r l-`i:;hr¢=

'.n.'r_;_*\ Dr.iuA.s

Ten-year licensing agreement with brand owner. IBML
Rights to develop other RTD categories

Tidemark is ex ponding in mainstream apparel retailers under IBML
Previously at multi-million case brand in the Pepsi System

wheyul' PROTEIN 0 1 0 era

Category - H rlrvr I*fauVfl I'ruh'il!
Consumer Positioning - Suriuux ubnur Firm vs um/ Iluulfh I-Ef cnnvl
Brand Performance Drivers - (`umhim" ';`m'r;,Ii.' um! l'rnf¢'in ( `ul¢'gorr hruwlll

Acquired Trudcmurk and fOrmula in 201 I
Water based product / new segment in the protein category
Fitness tbcused / pre-loading protein prior to a workout

I i§3'§
: :

No sugar. No caffeine.
mar taste.

Category - Sparkling l".nl1:\m:c¢l Wah-r
Consumer positioning - ah::lllhv (..a\rh01\ul\'d Iluv. \°1.agc in ills l"ullcliol\:1li!v
Brand Performance Drivers - ABA ( umpiiunl I IFSIIA (`rrlilicutinll

JV agreement with mar Beverages Company
Distribution agreement with Pepsi Beverages Company
Functional beverage with a focus on the education. health and business channels

I

i-

4
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Shadow is currently in discussions with other brands that are leading the development of "Better
for You Products".  Listed below are brands as priori t ized for 2014:

HUNGRY MCGEE

I N N O V A T I O N  P I P E L I N E

FAVE()

JV agreement / 20% equity with performance
Launch markets of Phoenix and Las Vegas
Food Service and Retai l  channel opportunity

Category -  H u n g e r  R e l i e f
Consumer positioning - Lm-.vgvlv and Weight¢*ss
Brand Performance Drivers  - C`al'eg¢rr\_' with Rcmilvr lnlervv!

JV agreement
Independent Pepsi Bottlers distribution agreement
DTR broker agreement

Categories - Maui Snu(/I¢.s', Srickx and Rites
Consumer positioning - Mxluv Privy / Dual lnzpulxe M¢'n..lmndising
Brand Performance Drivers - Rottlcr I"nc'us¢;'d. Leverage Distribution Partnership
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IMPERIAL PRo' l ' t~zlns:  The PRO process produces an equal  amount  of  Superju iee -
one gal lon of  Supeduiee per one pound of ` f lour.  This juice is an ideal  l  00% al l -natural  drink
supplement .  This ju ice may be quick ly  inc luded in  one of  our current  brands and/or has the
potential lo create a brand of i ts own.

P Q J P  A L l . ATVRAL Sou ix:  The POP brand leverages the power of  celebr i t y  socia l
r t e tworks and communicates the great  t as t i ng a l l  na tura l  seR-dr ink  to  asp i r i ng  consumers.
Launch markets include Los Angeles.  New York and Miami.

J i n t i t m snz  A  beverage  t ha t  l eve rages  t he  8n t i -ox i dan t  power  o f  t he  M on t m orency
C he r ry .  C u r ren t l y  t h i s  hand  i s  au t ho r i zed  by  t he  N F L ,  M LB  and  m a j o r  co l l eges  f o r  t he i r
athletes. Shadow wil l  take distribution to major retai lers across the country.

I
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OUR COMPANY STORY For Tomorrow

We have assembled a seasoned management team and are setting the table for robust growth.
The future requires us to have clear functional platforms that together build a roadmap to
success. our roadmap incorporates distinct strategies for manufacturing. sales and marketing.
distribution and customer service. Fach platform requires strategic investments that work in
harmony to deliver the attached proforma.

MAnurAc'rumn<;

()Ur tbrmulation for the GNC. No Fear. and WheyllP brands are proprietary lo Shadow
Beverages and have been developed in conjunction with Wild Flavors. our flavor house supplier.
The mar. l-laveo and Hungrv_ McGee brands are not proprietary. but each is owned on :
percentage basis with the launders, outside investors and Shadow Beverages. These Joint
Venture agreements require that the brands bring with them the needed capital for the first two
years of expenses and allow for Shadow to share in the prost margins.

Shadow uses co-packers to hottlc and can their products and has entered into signed agreements
with each strategically selected co-packer. In tum. Shadow requires all co-packers to sign our
co-pueker governance agreement which includes our production spcciheation manual. This
manual is provided to each co-packer before the star of production and is used as the foundation
lOt our manuthcturing relationship. Our agreements cover operating govemnncc. tolling fees,
yield analysis. forecasts, product quality testing. indemnification and rems.

In order of priority. our manulaeturing strategy is one that emphasizes quality first and then
prioritizes capability. capacity. location, cost and availability. Developing a network of co-
packers based on the sales and distribution al' each brand plays an integral role. The
geographical alignment is necessary to deliver great customer service and minimize shipping
cost. There will he times when we deviate from this strategy. but will take place only if there is =
capacity issue Tor one of our portlblio drinks or a capability issue with one of our eurnent co-
packers.

Utilizing u panncrs manufacturing. warehouse or purchasing power is also a Shadow strategy.
Key customers have manufactur ing capaci ty that is underut i l ized and Shadow wi l l  take
advantage ollthat scenario. Generally. this will lead to lower tolling fees and improved customer
service. Some key partners have the ability to become "concentrate partners" versus just co-
packers. which becomes a strategic advantage to Shadow and the partner. Shadow then sells the
concentrate and the partner controls the entire manufacturing and purchasing process. This is
advantageous to Shadow as it reduces working capital requirements by 30% - 40% and reduces
raw material costs by tying into the partner's supply chain purchasing power.

Shadow has established a raw material supplier chain that partners with the lop innovators in the
industry. Wild Flavors. Flavor Infusion, Graham Packaging. Ball Corp. Brooke and Whittle and
CSI are just n few of the partners where Shadow has developed great working relationships.

ACC000053
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l\1Am<1-:TlnG APPROACH

The development of consumer trial and repeat are fundamental marketing deliverables for the
Shadow brands. Since these brands are new entries to key growth categories. our initial
marketing strategy calls for targeted gross roots programs, sampling, web and social media to
generate trial and develop repeat purchases that build consumer loyalty. The combination of
these activities will complement our ability to gain distribution. grow categories and build
volume and revenue for Shadow brands that can he invested in future brand development.

Grass Roots Marketing
• Sampling to targeted consumers at retail and events Lu develop trial

• Continuity programs that reward repeat purchases and loyalty
1 Print advertising to educate targeted consumers

Web and Social Media
• Brand.com Homepages for each Shadow hand
• FaceWok page for brand interaction by targeted consumers
• Developmcnl of consumer data base

DISTRIBUTION AND CUSTOMERS

Distribution br Shadow Brands is a hybrid between Direct Store Delivery (DSD) and Direct to
Retailer (l)'l'R). Brands may be one or the other. or a combination al' both depending on the
consumer the brand is targeting.

Thcrc are current DSD distribution agreements in place with 18 independent Pepsi Bottlers and
" _ car. mar and Smoke E Bones

brands. A network of independent distributors compliments this group across the country and
their agreement may include the GNC and WheyUP brands. We will continue to expand our
DSI) network to grow distribution and are currently in contract discussions with 15 distributors
that will grow our network in 2014.

Pepsi Beverages ..company (a division Rf PepsiCo) for the No F

Our current DTR agreements with national customers have secured shelf space fur 2104 while
including promotional activity for each brand with each national retailer. Current national
retailers include:

SAFEWAY ca
Ingredients for life.

OuikTrip

As 2014 approaches. we arc in final distribution discussions with the following rclailcrs hr inc
or more of the Shadow Beverages Brands'

====Illl=WNllll$lLl
7 S/5€0

StopaShop TARGET
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INFRASTRUCTURE AND CUSTOMER SERVICE

Shadow currently distributes products in 24 states across the U.S. through its network of DSD
distributors. Within each distributor territory we support our brands with field sales personnel
dedicated to that distributor. They are involved with customer presentations, selling. and
execution with each distributor. They provide focus from the distributor on our brands. In
addition to the field sales teams, we have a national account team supporting distributors and
selling to all national retailers. Our sales reach is across all channels of business with a focus on
supporting our distributor partners. Included in the organization is the support al' logistics.
supply chain, administration, and financial controls.

EXECUTIVE AND SENIOR MANAGEMENT TEAM

The Shadow management team has more than 300 combined years of cross functional

experience in the consumer products industry. The team is excited about the prospects for

growth and is committed to do what it takes to win in the face of tough competitors,

sophisticated customers. and an ever~evolvingconsumer dynamic. We have attracted industry

leaders that are hungry for an entrepreneurial opportunity and value our high risk, high reward

compensation approach. Running lean and rewarding for performance will allow us to develop a

talented management team without over investing in G & A.

Exacuiive loom

Eric Reinhard I CEO
Finance and Adminiskoiion ham

Doug lcnnarino / CFO Consul!on0
9

•

pa /ears: Fresicxer t al Pepsi Colo Boitlars Associohor.
Cleneroi ' ¢'Qr-:sger cl Pepsi 8oHlir»g Group

/
o

28 years al Be verge Finance McnoQemer.t

VP of Fincnca with PEG mid~Atlon!ic BU
George moninez Presidents. COO Koihy Raise: / Diredorof Adminiskotion

•

89865

20 velor 961351 r: wear
°3=o¢:w::1i=:.>rl> CJl'I°J Exeacufi-.a ..so-:iershin

10 veofs of bevarcme soles and -:ominisifoiion

HR Ono Corporate Renovtirnq oxpelienca
Bob Shcfev / Chielmorkelin9 Office: Josephine Dlzon / Corxkoller

o 28 /ears of =xecu1i ..e Laocarship roles c! pecsi

V:̀  ;f f.'or<e1ir-Q an-:i up of Retail Soles of P5G
24 */€:orS of Cor.?r';llersh§;:~ experierme
fAcznL,hnr;turir.g, Yronsportcrfifar. and Service lrWustries

Rick Nielson / so Capital Acquisition
9 32 /ears Ir. Consumer product and Bevercaqe indusirv

Executive leadership of pepsiCo. PBG and Soto We

Nolionol Sales and Diskibulion Monggnygupl Tour
Bonnie lowa / Division Vice president East

Supply Chain and mc»nulcldunlng_ looishcs Team
Richard Amrozowicz / VP d Supply Chain

1 1 418 veers :>everczge sales ncmficnol Acc~':ur.1le ..el

CGIIQU on Drug, moss Grc-can few Peosic o 9

25 19GY °epsi career. Field, HQ and li experience
Onetuvions. Logistics. soles. marketing and Finance

Jeff Boucher / VP of National Soles Allen Wcunef / Director of supply Chain
o 9

9

25 ,sox :be . ewga ~:r°.<r>.. !ec»gefexperier=:9
.¢>».,r'.t Salas Lacrdsrshipf x r ( ; I *

"r",-,.

25 yearsQ! $n47>p1,» Chainnwnogemeni

f.f\onoQed22Pepsi facilities Qcross multiple sides
Scot? peace / Dirscku of National Sales

24 fears com envence st e sciesonci marl. experience

7-999-.-anFraser-crunséa. rpm Field Marketing Mgr.
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Our Team...Experienced, Knowledgeable, Nimble and Proven
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THREE YEAR FINANCIAL PROJECTIONS

FINANCIAL RESULTS / PROJECTIONS (in thousands) with current brands:

Year 2012 2013 2014 2015 2016

Revenue

COGS

Expense

Net Profit

3,978

3,822

3,543

(3,387)

5,923
4,100
3,391

(1,568)

13,209

7,484

2,921

3,023

23,235

13,372

3,378

6,715

28,034

16,156

3,642

8,478

FINACIAL PROJECTIONS (in thousands) with addition to PRO:

yea r 2012 2013 2014 2015 2016

Revenue

COGS

Expense

Net Profit

13,707

7,584

3,021

3,223

34,860

19,521

4,880

10,459

93,216

42,961

10,327

39,928

LONC-TERM AND EXIT STRATEGIES

Increase sales thru distr ibution and marketing of cur rent brand por tfol io.  and/or  increase
hounds and leverage infrastructure to dr ive margin and revenue.

'> Sel l  one or  mul t ip le br ands no companies that ar c look ing for  young emer ging hands in
the beverage industry. L ik ely  candidates ar e PepsiCo.  Coca Cola.  Dr  Pepper  Scr apple
Gr ou p .  or  Nest l e .  T h ese  com p an i es  tod ay  a r e  l ook i n g  for  g r owi n g  b r an d s  th a t  of fse t
declines in their  current portfol ios.

Develop an IP()  lo cr eate signi f icant capi tal  lo compete as an independent bever age and
snack wholesaler .

g
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Sob Sheer / Morkeiing

George modinez / Soles - Operations

Eric Reinhold / Sirciegy

Exec uhve 'Icon

National Soles end Diskibuiicrn Monoqemenlheom

8onrvie Lowe Division Vice President Eos!

Scot! Pearce / Diueclor of Notional Soles

Jeff Boucher / VP of Nctionoi Soles
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Finance and Administration Term

Doug lonnovino I CFO - Consulianl

supply Chain and Monufocluying Logjsiics Ieorq

Richard Ammzowicz / VP of Supply Chain

Kathy Raise: / Director of Admirsisirohbn

Josephine Dizon / Controller

Rick Pierson / SVP BusinessDeveloprnenl

Allen wamel / Director o¢supply Chain
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half-~n ;l1\J _-wmlllL' 7".. in "U\.' Km u»nllwl1ll»n lmllulc villvvwlw l\'.hlUl (mlur.ulc ll'l |') .old 1'u"vl. \ac
(MM ( l'lll\l\ Nd U\n~.\laI!\.l. hc.x'*lh :Md \wl1m.*~~ lu.Inl~ "ala \'cllwl ullqmu c\l\.1n-.n\II In loc lm.l-~ul_.'lv J\.'1l\

HIS' l.IIlul11u..d \\ zllcr L;llcLuIw h.l\ l.i\puII\ dcwh\lu\l \-we lulL' Pu*-l Lil w.ll\ !.'I\\\\ li\2' Lu \.".I hlll.nn ill i\'\\'l11h'
uIlli *ml " Y I I) urvmlh ml .\"--. Ku u\I11lwlilnl.~ mcludu \il.\min \\';llL'l' lkHI .Md s.-hc l OIL' \\;llcl III I'I
l..IIc:l\u ulnwlIl "III he l.l-I1u-I Iwlximl I.1lnr1l\l£l1iI lI\l\l\\§IIIHll. II;nur \.'\l\.llI\luI1 .nil xxIII£ul v.II--m..»II\.l.al\u\

Inc l\1.l\1cII1 c.llL°yul \ is v\lu.°li\;m.IIlg l2\I\hl 9-1u\\1II drawn In hr;Illl\ ;1I 1~.|"ullllc~\ lrcml-~ .and the u\lI~.llIllCI
:ld-vpliun ufII c l'.'u\ciI\r.llc_~nl\. (Per lllc 11.1\1 Hr' w.ll~. thu- nlvuuu h.a\ Uunun l\\ \(l.7 hill1\~1\ In zvwmlc ad
'(II_ Elu\\lh ;lL'\ Luc cwcc£l l l1u ."".._ Zhu mu al  u-m wlNm in law unlcuun N \l \s~v.c \11lk (( u~\\ u-ul l .` \ . A . . I
(..11vul»l\ Lm-wth n all u-nlll\1lc ill1hc U"-- I.i\I\l'L' \lrlu.n Lu mullnplc nun cnlllv~ lllhl u~nlunlclJ Iluuwllwhl
|'L̀ |!C|I&:l|l 1|l.
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l'l'ndLICl5 cxir-l Lu expand clmuicc. l1l.amds cxisl Lu :»imply\ chuicu. Sllndu" has dcwlnpcd l>I':1ml> lhrnul;l\
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()1.1¢ (`¢ml'.w\ s'mlu. IHR .I.mImu<u"

\\ c Emu' .l\-_'l1\l\h'd .n w;x\nllul l1l.1lnlvclm.l1l lull url :Ur wllinlg lllL` l.1hlc hI\ la»lul\\ yI.m\1l\. lltu Iulurc
I.C\l_llI.C\ 11\ Lu h.lu. \.ILl ill. !.1llw1iuIulE ;1Ii\lh»l.m\ shall hmgcllwl' build Eu l.\\.nllm1p Lu \lIL\LI\>. lhlr Ru:l\ll\\;lp
Im.\n.ln»l;llo Ji\lll1r1 \ll..llv1»lu~. h-I l1\Jl1lll'l\.ll1l.5lIL. ».\Lu\ .Md |1I;\|Lv1|I1s di»lrih\|lu\|| and unlulllcu \L.r\ ice. l.:\cl\
l»l.\Ih»I.l11 l-uI11il.\~ -lli\lc-_I\' 1ln\.ll\\cl\l\ ll\.ll Turk it\ l:.\l.mnm h= J\'II\\.r Ha' a1ll.lcl\nl pl1uluI.1I1.1.

5\l.mu-.u 1.ll{l\(»

( ha lu1.II1ul;lliuI1 /Ur Thu Nu lv.u. and \\ hml'l' hr;md\ ;IIL' l\II\1l\l.icl:u\ In §lnnluu How uI.;1u\:\ :Md h.l\c hcvll
du clupcd In u\»l1iulwlinI\ " lil \\ ill I.li1wr>. rue I1;lwl. In-ulw >1ll1pIic1...l.11c mar. 1lun¥1w \ac(:cu :Ind loc .\l:lk\:
:l Shun! Iwrznm \ am: nut pr\\l1ml:ln. he c.1cl\ u (ml\ul ll\ .l gu'lccnl;lyc 15u~.i\ "inch lllc lm1I\<lcl.-. nlllwnlc lm c\1u1\
.mol \~.IJu" l4cu.I..u:v\. ll\c~L' .1.\1111 \.-c|\l 1Iu ;IL'x\°vl\u'I1l\ |.cq 1I11\' ah::l the hr:II\d\ hmm' "No lhcm ll' llcnwlcd
c;1pII.ll Our HIS he ow w:xr~ al r\l\-l\w» ;III nlluu Iu1. \la:IJn" IU ~l1;nv in Thu lwu111 |\\;1ruI 11\.

\l1.ld.m u~c\ cu-i*:lL'lu'l\ In llnlllc :ll\\l c.n1 lluunr 11l\\\ll1c1\ aural has l.'I\l\.'rul inlu \igllcd i\!'l'L'\'l\\\'I\l\ "ill\ each
~ll;lluulczllh \ulcclc¢l cm-pmLa. In lorn. Slmdnu I'uql1irc> ally cu-p:lckcI.> Lu »Jan nor cm-palckcl gmcrI\:111cc
;Igl ccl\wl1l " Hch il1¢ludcs nor 111.ml11cIinn ~l\ccilic;IliuI1 malmml. ll1i~ l\1:lllll:ll i:~ pun dud 111 ouch cn-l1a\ckcr
llcl-~l'c \lu \i;lrl 1\1 l1n»nl\luliun zlml ix Llwml Rh loc lil1ll\d:1liun her nor Iu:m1ll"lcl1l1iI\g 1.ul:lli\l1\\l\il1_ (Mr :1gl'cvl1\cl\ls
cu r ugwnuli lg gm CI'I\ilI\C\:. lulling Ices. ucld z11\;1lui~. I¢\l\:c;l>l>. 11ru1.hIs:l quulih luwlinlg. iIldc111IIilic.1linl\ and
IL'lll\\.

Ill ul'\.lc\. up 1I.lnI.l1\. nor l\\&:IllllilClllliI\E sir; top i~ um' lll.ll cl\1pl1:l~1n.\ Eu 11ih lir~l and lhcn pl'inl'ili/ca
L.II1.1h=hU. Lu 1:u.1h. lu\.1\inII. owl Buhl :n;lil;ll1Ilih. l)uu'lnpi:1u 41 llcnwlL \\l.w-l1:lckvI\ l1a1\ul inlllc ~;llc\ :Md
ili\lI.ilm\i1»ll \ l̀  inch l1I'.II1l.l pl.Iu :in illlculnl rnlc. In: gc\\gI.:1plIic:ll alli¥nIm.I.1 is llcuc>>:1I\ Lu dvliwr grcul
L'mln1\'cl.u n i v .Md mini min' .~I\il\ping cu>l. Ilwru u ill In limy "hen ac du i.llc Ii'um lhi~ wlrallcgn hut " ill
1.ILu plalvr l.nh it llmcru ix :I L.lp;\ciu iwuc Illa ll\\.' ml' illll' 11\\I.\11\lin dri11L.~ nr an ulpzlluilin in>uc "inch inc nfuur
\.lII'l.\'l\l \.\| 1'.1-.kcl'~.

1.1alv:1\._ ;| In ll8lL°l> nl.\mll.nl1II.ll1g. ";m.l\uu\c au luml1;\~II1-_ l\u\\UI. i\ .\l*.H 41 .\l\;ld1m >ll.;\lcg\. Ku cu>l\\I11cI'\
lluw u1.alt1ll..n.l1.1.il1__ r;ll);1cil\ 'haul i~ 1llulvI1l1i\i/u1 and \h.\du" "ill lalkv :uh unl;\gc up l11;11 wvl1.1l.i.l. (iclwrulh.

ll1l-~ all! fun Lu l\\-w. lull lf-_ h.c\ um! inlllruu'd u1\l\\11wI. >L'lwiw. *wllw Lm p;ll.lm'l.> haw the ;lhilil\ hi
lwwlmw .\.uII-..ulIll..\lc ln\lll\cl»" \L'|"\lhjuwl w-l1al¢lwI\. uhiLl\ Iwcul11v~ an \ll..lln'-I\' auh.lnl;lgv h\ .\h&nlu" .Md Up'
l\:1l.lM'l. Sh.l he hull all\ in cu|\cu|1l 1.;|lc mol III\' l>.\1.lI1\I L~»Ill1.ul~ Thu clllirc l1ull\1II.1cUII'In¥ and lulIclu1\il\g
l\l1\u'~>. lhi~ l> ;uhnl1l:IL'vlnl\ hw \ln1d\»u :\\ it lmlllcc.\ \wrklllu canpilul llul.l1\i1.cl1luI\l\ In 1ll"¢. - -IN"¢» url lvducus
ram l11.I\c1.l;1l vu§h In uim- mln \l1v l\;lllm'l"\ ~upph d\ui11 p1lrcl1.1-i1\y puucz.
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FINANCIAL RESULTS / PROJECTIONS (in thousands) with current brands:

Year 2012 2013 2014 2015 2016

Revenue

COGS

Expense
Net Profit

,978
3,822
3,543

(3,387)

4,923
4, 10O
3,391

(2,568)

5,123
,156

2,921
(1,954)

23,235

36,372

,378

,485

28,034

19,645

,442

,947
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Time: 8:00am tO Noon

Board of Directors Meeting Minutes

()tI\cr§ Present: Kathy Reiscr

Date: February I, 2013

Location: Shadow Conference Room

Mccting called to order al 8:30am by Eric Reinhard

Minutes from June 27, 2012 approved, seconded and passed.

Proceedings:

Present: George Martinez, Sam Jones, Eric Reinhard and Brian Chnmeski

Motion to grant Non Fxecutive Board Members compensation of 10,000 shares a year; approved

seconded and passed.

Motion !o gram! Chairman of Board compensation of 20,000 membership shares, approved, seconded and

passed .

Motion to gram Board Advisor annual compensation of 10,000 membership shares; approved, seconded

andpassed.

New Business

Board Govemancc - Protocol was established for future meetings

Per Operating Agreement the date of March 15 was determined for the Annual Membership Meeting.

This will be a conference call. The current Operating Agreement states I' Tuesday in April. This will

need to be updated. Proxy will be used for absent members Agenda will be as follows:

2.
3.

Quarterly Full Session
Monthly Conference Call
Agenda going forward to include:
I Call to Order
I Approval of Prior Minutes
I Old Business
| New Business
• Executive Session

By Phone: Doug Iannarino

Full Year 20i2 Review
2013 Summary of Business
Election of Board
Board Compensation
Amended Operating Agreement l)n..~i L.

/ Iuns.,-

."°\ I

fhodow
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Capital Raise Ugdgte

Eric reviewed PLA. George provided and reviewed funding handout. Continue the search foran

additional SIM.

business Rs yiew

George reviewed 20 IN Full Year Actuals. 2013 l-'ull Year Forecasted and compared best and worst case
scenario's based oncapital raise, and open orders and shipments, 90 day volume forecast andcash How

assumptions.

Discussion on GNC investing in the brand. Show GNC the value relationship/distribution system and if
they would have to recreate themselves. Doug and George to model this. Category of opportunity is with
Protein shakes (2 X pts of distributinn).

George reviewed No Fear brand volume. Moving forward with approach for using California

Wholesalers.

George communicated restructuring of licensing fees for No Fear.

Reviewed Strategic discussiondocument for project priorities.

Project review agenda item will be reviewed on a separate call on Friday, February 15 at ram MST.

Meeting adjourned Ar l 2pm.

Minutes submitted by Kathy Raiser
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Old Busilggg

Capital Funding Update: Attachment I (George Martinez)

Upon :notion duly made, seconded and unanimously carried, it was resolved that Keith Reimer is elected and will serve as
Chairman of the Board.

Time: ram to l0:45am

Board discussed the fallowing brand updates:

Production Review: At\achment 2 (George Martinez)

Meeting called to order at 9:00am by George Martinez

Minutes from February IS, 2013 approved (Eric), seconded (Frank)andpassed.

Others Present:

Key priorities are to build capital solutions which will allow company lo grow. George and Rick Petersonls daily work
is focused on capital raise. Discussions are favorable to close in next 30 to 60 days. New investor Dave Kelly referred
contacts. Exploring another lead that has experience beverage investing (Bear family).

Present: George Martine; Sam Jones, Eric Reinhard,

I' rocevd Ume:

Location: Shadow Conference Call

Production reviewed weekly based on forecast and cash flow. March 31 and weeks after are big weeks. Need $l.\ to
keep production running.

Board of Directors Meeting Minutes

Dale: March 2l, 2013

8 Hr Snooze (Eric Reinhard) - A revised proposal needs to be submitted with an alternative equity position.
Original equity stake proposed was too high. Frank was asked to provide help with revised proposal. Slower
rollout beginning with New York market hospitality AOM's.
Aqnacai . (Sam Jones) - continued discussion with Matt Burns (founder). Endorsement deal with J. Lo
continues. Pushing forward with distribution inNew York (7-10 trucks). Matt is willing to spendmoney for

larger distribution system and support. Follow-up call scheduled this month.
Lotus (George Martinez) - In development. They are able to bring capital. Working on finalizing agreement.

Agave -- (Eric Reinhard) - Nothing to report. Meeting was cancelled. They are tight on cash. Removing from
brand list for now, not a good fit. This could be a conflict with POP.
POP (Frank Cooper) - initial bottles wrong size, waiting for samples of correct bottles. Sam communicated
bottles were coming the next day. Frank said he is feeling pressure about celebrity driven drink and wants toget
off ground by May if even in a small location. Trademark needs to show proof of use, Frank to extend ifneeded.
George indicated great tit with Avanzar in LA. Follow~up call to be scheduled next week.

Kathy Incisor

Brian Charncski, Frank Cooper,

I\1C--*LI' '/'W .:_bi
r  9 /C,..

CI'

ATTACHMENT 1

Doug Iannarino and Keith Reimer

fhodow
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Performance Review thru February: 2 pages Attachment 3 (George Martinez)

Pulled back growth from 20M to liM. Concentrate with Honickman not factored in. Additional upside is Smoke E.
Bones, not built into forecast. By closing $2.5M gap, forecast of liM is obtainable. Learningeach week on how brands
react. Doug lannarino to help with bringing together concentrate model vs. capacity revenue. Sunsweet will provide an
improvement with Cogs.

New Business;

Kroger 4"' of July GNC Activity - Attachment 4 (George Martinez)

Handout reviewed. Call scheduled with buyer next week to build forecast. Good investment to make to drive margin,
volume and trial. Doug lannarino provided insight on the challenges of working with Kroger. George recommended a
call with Kroger to ensure we are wired (ski authorization, accts payable - document spcciFlcs, etc.).

Other GNC discussion -

George explained the situation with Trinity/First Fruits foreclosure. Working to get all raw materials out and moved to
Tampa Bay and AZ Production.

George asked the boardabout their perspectiveon I0/$10. Brian'sconcern is being thrown in with Power Ade. but at this
stage it is the right move. Brian indicated weneed to plan for the future with a 4/$5 strategy. Doug communicated that
brand building in key accounts is critical. Doug indicated we need tomodelout a blended margin strategy. George and
Bob are working on a model. Eric said we should go do this, but get out as fast as we can. The group agreed with
f-lrank's idea of communicating to consumer that this is a one-time introductory otTer.

Nestle Waters

Eric explained tea! there are no specific next steps w/ Kim after meeting. Door has beenopened to Cattcrton and Tim
Brown. Nestle is excited about Protein. Eric suggestedgoing in with protein platform as first step to provide an
opportunity to sec what we can learn or build. Shadow team to work on Protein strategy.

No Fear

George communicated that we are in final stages with Honnickman. Final decision on the 27'°. Additionally, great
progress being made with 6 wholesalers for mid-ApriV early May.

Mar

George indicated business up 20% in Colorado after six weeks in launch. Waiting for recap of test market. Market tour is
scheduled.

SEB - Attachment 5 (George Martinez)

Handout reviewed. incubating and testing is currently happening in Arizona. Distribution Agreement is in final stages
with a 75/25 split. Tom Herb working lo get freight included in pricing architecture.

Upon motion duly made, seconder and unanimously carried, it was resolved that Board of Directors meeting to adjourn at

l0:45am.

Minutes submitted by Kathy Rciscr
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Board of Directors Meeting Minutes
ATTAGHMENT 1

Dane: Thursday, January 30, 2014

Locating: Shndnw Conference Call

Time: 9:07am lo !0:37am (AZ time)

Pm.-sc1lt: Enc Reinhard, George Manincz, Brian Chameski, Sam Jones, Doug lannarino

Q_\llcns Present: Kathy Raiser

I'rocee1Iings:

Meeting called to order oz 9:07am by Eric Reinhard.

Waived reading and approved minutes from December 23, 2013.

and passed.
Motion to approve by George, Second by Brian

Old Business:

GNC License Status

Agreement is cancelled. IMG is out, next steps working with GNC. Potential supplier/ Broker o f trademark
on beverage side. George is having a discussing tomorrow around business context of protein shakes. Very
early ro define next steps. Key is finding a deal that makes sense for us.

No Fcar

•

I

I

Re-negotiated license with no guarantees. Royalty payments for 2014 or 2015 moving from 7% to 5%.
Provides window xo make impaetful growth over next 2 years.
Opportunity with Sys co. 80% thru process with them. Big National play in Foodservices Channel.

Ailsups - Approval in 320 convenience chain in w. Tex/ New Mexico.
Next production run of28,000 cases is mid~Februmy - working with PNB to get on schedule. Paying in
advance with PNB. 50k+ cases is the norm for production.
Getting good response with new flavors and graphics. Very positive momentum.
W orking with W ild to get ingredients on floor.
Agreement in place for paying down past due debt. Richard A. to forward documentation.

Funding
• Current options are 2 long tern and 2 shop term bridges. Immediate need for bridge -SIM to 2.5M

o

o

o

M i na Capital - In underwriting process. George working with both underwriter and loan officer.
Draw as you need it, 5% money. Debt of company will be restructured. l 00% in collateral position.
Going to loan committee on Friday or the next. Once approved get f inding 10 days to 2 weeks.
[PR ... David Hull received 48 hr. notice that funding will happen. New York Hedge Fund, Debt
facility at 4%.
Diamc;n_gl..Ventures - Possible answer tomorrow
Qggelggeh - Range of Sl M to SZM. Trying to move lmemational money to the US

o

1 CJ#

C) /0- /.> " /SEXHIBIT
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Implications

• If no additional capital in next 60days, tough decisions will hemade (Restructure company?Chapter 7/1 I
filing? Spyglass tocall?).

Financials (Attachment 2)
• P 84 L - Dec Year End Revenue at 85.3. Still finalizing some of the credits on how booked. Guarantee gone.

Interest Expense S I25K. 4'" Qtr. brings sustainable business model with right brands.
Total Income Statement - Exceeded January number by $7SK. Forecast is conservative.
Compensation Structure being worked on Io reward sales roles differently.
No Fear Income Statementreviewed. Veryprofitable business. Volumeplan in order and weekly tracker in
place provides focus to brand.

New Business:

A/O Update

• Taking legal position with a $l2sK risk. This was a license deal in snack category. Started some work hut
couldn't get it done. Attorneys working on this.

Rumble
Separate LLC to house consulting brandmanagementdeals to keep anynew business separated from
Shadow. Operating agreement not built yet. Firstbrand in is Faveo. Legacy shareholders to get piece of
action in Rumble. Oogavc and POP to fallunder Rumble.

Shareholder Newsletter
Working on lcncr. Missed forecast. Get feedback f}'om board and thensendout.

Meat Snacks
Name option is Happy or Lucky McGee. RSI moving forward with re-launch keeping culture, pricing
production the same. Not using Shadows back office, RSI to manage. Opportunity for Shadow to be
Distributol1Broker in 3 states. Shadow to get bmkcr fee.

Right Sizing Organization
• Question around who we can afford. Creation of lower salary commissioncomponent. "Eat what you kill".

PBC Mor Expansion
Conversion with Tim Tram around expansion to California. Volume to double if not triple. Move away
from co-packers to inside system. Slim can line available in Fresno. Work aroundestablishing 201 S
national platform. Set meeting with Hopcroft to get aligned and get proposal to Tim Trent. George to send
Dong docs on looking at con saving with mar. Opportunity fortheMor brand tomove east inAugust.

Other Business
• Close capital solution. George recommendedwe hold a face to face meetingto go through detail of what we

are dealing with the cost of capital infrastructure. Work on new road map.

Continue to work on the Oognvcopportunity withall natural fountain business.
Crest Foods - Excited about PRO and has contactedDavid about possible productionpartner tobuild
facility.
Brian Charncski leavingboard for external reasons effectiveFebruary I. Provide full accountingof what is
owed. Holding seat open fornext couple months pending oneof capital relationships.

Meeting adjourned at 10:37AM

Minutes submillcd by Kathy Raiser

2
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Board of Directors MeetingMinutes ATTACHMENT 1

Date: Wednesday, March 12, 2014

l.ucntim\' Shadow Conference Call

i

\Time: 9:05am to l0:30am (AZ time)

Present: Fric Reinhard, George Martinez, Frank Cooper, Sam Jones, Doug Iannarino
:
I
!

I

Ulhcrs Prgscng Kathy Raiser

Procee¢lim1s:
»

Mccling, called to order at 9:05am by Eric Reinhart.

Waived reading and approved minutes from January 30, 2014. Motion to approve by Sam, Secondby Dougand

passed.

Old Business:

E3!l\_dl*lS

Making good progntss,but must find capital in 60 days. Shadowcontinues tobootstrap. No Fear Value program
huge success. I" goal is to refinance current debt, 2"" to facilitate growth.

O

o

o
o

o

o

B_e_r_rn_a.Qgg8tg1 .- Mid February decision. $20m deb! facility. Speaking to other companies to partner
with Burma. Bernta will only take half the risk.
PR() - Imperial Proteins has process that creates super juice (high fiber/high protein/low care)
l-ledge hind from NY. Shadow is hitched to PRO financing, with agreement to fundShadow for
$20rn.
Priceline - verbally committed $20M to PRO project. Very interested in the space. $lB fund
Di and to - 98% of fund in real estate. Couldn't get comfortable in consumer products.
Went in different direction.
lloints financial Venture Debt. Local company that we met with previous connected us again.
Early discussions, high rate 12-15%.
Venture East Capital » India debt Facility $10 to $20m. Take products into India in the functional
hcnlth & wellness category. Call on Thursday atrpm. 3-4 months out for funding.
§g19[idia1;_Q3pjLLl- Involved with Cherrish. Presented business plan to Sr Advisor/Founder.

Financials (Altacl\m9p!_21 - R_e_§/iewgd

•

No Fcsir Income Statement
o New business with Affiliated with potential of 1200 new accounts
o Sys co - Food service exclusive programwith 600,000+accounts

WheyUP Income Statement
o Re-launch with new graphics April / May
o Eric Rothschild (Founder) back on board to help promote brand.

Mor Income Statement

I ... : . 9

1
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o Specific revenue per case. Volume goes up, rev per case goes down.
o Meeting on 4/4 around launch in California / Nevada around expanding into specific channels in

B l&E .
o Currently does not meet requirements thigh school level in California. Having ro make slight

changes to pu! in schools in California in August.

Shadow Proforma
o Mm- in l 10 Terrible Herbst convenience stores in April

New Business:

No Fear Authgripgiogmg -. At1a.chment 3

27 selling ski's 'm value program

.Jan/Feb - Up 90%
Bullish on direction of brand
Energy category still growing at national level of 10- l5%
Frank communicated concern of regulatory action in category
Discussion around bringing No Fear to India with Pepsi. Frank to provide additional information after
meeting next Wednesday.

Einlmsins Option Model for Sys co - A\jqgl1n'qglL§

Buffalo Rock can build out 24pk and willing to do the deal due to low risk with a company like Sys co.
Discussion around rate. Model to be changed to 12%.

New name approved
Shadow will play a broker role. Tom Herb will build direct to retail accounts in 4 states, Texas, New
Mexico, Arizona and Nevada.

POP

Frank dropped off call
Ready to be produced. LA first market to launch in. Agencies have been refined. Shadow to pl y much
smaller role( logistics, black office, Dir. of Sales)

_Plannil;g

• K-I 's to 1n¢mb9r§._*u/l/23

Meeting adjourned at l():30AM

Minutes submitted by Kathy Re'sor

2
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SENIOR SECURED PROMISSORY NOTE DUE MARCH 29,2010

$50,000.00 Dated January 29, 2010

FOR VALUE RECEIVED, the undersigned, SHADOWBEVERAGES AND SNACKS,
LLC, an Arizonalimited liabilitycompany ("Borrower"), promises to pa_y, in lawfulmoney of
the United States, to the order of Matthew J.lVIurphy of AZ

("Lender"), the principal sum of Filly Thousand and No/l 00 Dollars($50,000.00)plus
interest at the rate of 90% per annum based on the principal sum.

Principal and interest shall be due and payable in hill at the completion of the 60 day
tcnn of the agreement. Interest shall be computed on the basis of the actual number of days
elapsed and a year of 365 days. All interest hereunder shall begin to accrue on January 27, 2010
and shall be payable in full on the Maturity Date in cash. The over°ding minimum interest
charge is $7,500.

This Note shall evidence the undersigned's obligation to repay all sums advanced by
Lender.

This Note shall become due and payable sixty (60) days alter the date of this Note with
an option to extend for an additional sixty (60) day term under terms to be reviewed and jo'mtly
agreed upon by Borrower and Lender, which shall be evidenced by a subsequent written
agreement signed by both parties.

Borrower hereby represents and agrees that proceeds from this senior secured promissory
note ($50,000) will be used for purchasing raw materials necessary to produce Iron Clad
beverage products that will be sold through various distribution points.

Borrower hereby represents and agrees that the loan proceeds from this senior seemed
promissory note ($50,000) will not be used for salaries or bonuses to any of its members.

Borrower hereby represents and agrees that customer purchase orders currently exist for a
minimum of 7,000 cases and that these customer purchase orders will materialize into
approximately $80,000 of cash revenue within the next 60 days.

Borrower herebyrepresents and agreesto pledge and grant afirst position(SENIOR)
security interestin all of the following: (i) interest in accountsreceivables held by Borrowerand
(ii) interest in the inventory of Borrower. The amount of this security is limited and capped at
the total amount ofPrincipal plus accruedinterest onthe note. Borrower andLender have
formalized this agreement by signing aSecurity Agreement dated January 27, 2010, attached as
Exhibit 1 .

On March 27, 2010 the entire principal balance of this Note plus interest shall be due and
payable in full. Lender shall then have the option at any timeand from time totimeto exercise
all of the rights and remediessetforthin this Note, as well as all rights and remedies otherwise
available to Lender at law or in equity, to collect the unpaid indebtedness under this Note.

EXHIBIT
W
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The undersigned shall have the right from time to time to prepay the whole or any part of
the principal sum hereof without penalty, bonus or other prepayment charges. However, the
minimum interest charge noted above shall not be reduced.

Borrower (i) waives presentment for payment, demand, protest and notice of
presentment, notice of protest, notice of non~payment and notice of dishonor of this debt and
each and every other notice of any land respecting thisNote and all lack of diligence or delays in
collection or enforcement hereof] (ii) agrees that Lender and any subsequent holder of this Note,
at any time or times, without notice to the undersigned or its consent, may gram extensions of
time, without limit as to die number of the aggregate period of such extensions, for the payment
of any principal, interest or other sums due hereunder, (iii) to the extent permitted by law, waives
all exemptions under the laws of the State of Arizona and/or any state or territory of the United
States, and (iv) to the extentpermittedby law, waives the benefit of any law or rule of law
intended for its advantage or protection as an obligor hereunder or providing for its release or
discharge from liability hereon, in whole or in part, on account of any facts or circumstances
other than full and complete payment of all amounts due hereunder.

If any term, covenant or condition of this Note, or the application of such term, covenant
or condition to any party or circumstance shall be found by a court of competent jurisdiction to
be, to any extent, invalid or unenforceable, the remainder of this Note and the application of such
term, covenant, or condition to parties or circumstances other than those as to which it is held
invalid or unenforceable, shall not be alTected thereby, and each term, covenant or condition
shall be valid and enforced to the firllest extent permitted by law. Upon determination that any
such term is invalid, illegal or unenforceable, the undersigned shall cooperate with Lender to
amend this Note so as to effect the original intent of the parties as closely as possible in an
acceptable manner.

No amendment, supplement or modification of this Note nor any waiver of any provision
hereof shadl be made except in writing executed by the party against whom enforcement is
sought.

This Note shall be binding upon the undersigned and its successors and assigns.
Notunthstanding the foregoing, the undersigned may not assign any of its rights or delegate any
of its obligations hereunder without the prior written consent of Lender, which will not be
unreasonably withheld or delayed.

THIS NOTE IS TO BE GOVERNED BY AND CONSTRUED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF ARIZONA WITHOUT RESPECT TO ANY
OTHERW1SE APPLICABLE CONFLICTS-OF-LAWS PRINCIPLES, BOTH AS TO
INTERPRETATION AND PERFORMANCE, AND THE PARTIES EXPRESSLY CONSENT
AND AGREE TO THE NON-EXCLUSWE JURISDICTION OF TI-IE COURTS OF TI-IE
STATE OF ARIZONA AND THE UNITED STATES DISTRICT COURT FOR THE
DISTRICT OF ARIZONA AND TO THE LAYING OF VENUE IN THE STATE OF
ARIZONA.

vials
[Signature block appears on the following page.]
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IN WITNESS WHEREOF, the undersigned has executed this Note as of the date first
above written.

SHADOW BEVERAGES
an Arizo

ACKS, LLC,
ired liabiliqgfmfghy

Its:

r=.

Its:

4 -nr

lia*1I401°
MATTHEQM. MURPHY. Who rest s at

229s6s9vz/21655-000 l 3

5

SHADOW006978



1 1

This Employment Agreement (this "Agreement"), dated July I, 2012 _
198), is between SHADOW BEVERAGES AND SNACKS, LLC, an Arizona limited liability
company (the "Company"), and Richard Peterson, an individual residing in the State of Arizona
( "Fmployee").

A. The Company is engaged in manufacturing, marketing, and distributing non-
alcoholic beverages, beverage concentrates, power and nutrition bars, snacks, meal replacements
and dietary supplements in the beverage and functional food categories (the "Business").

. The panics desire that the Company retain Employee under the terms and
conditions set forth in this Agreement.

In consideration of the foregoing and the mutual covenants contained in this Agreement,
the parties agree as toilows:

l . Employment. The Company hereby employs Employee, and Employee accepts
such employment, each doing so under the terms and conditions of this Agreement.

a. The Employee shall serve as the EVP of Business Development of the
Company. The Employee hereby accepts such employment and agrees to undertake the duties
and responsibilities inherent in such position and such other duties and responsibilities as are
commensurate with the title of EVP of Business Development. Employee may devote a portion
of his attention and energies to other business and interests as required.

u. Employee warrants that during the term of his employment under this
Agreement, Fmployee will not do any act or engage in any conduct, or petit, condone, or
acquiesce in any act or conduct of other persons that could cause the Company to be in violation
of any law, statute, or regulation.

Bee salary will be $70,000 annually paid on a bi-monthly payroll
schedule as established by the company.

Duties.

c. Employee will report directly lo the President.

Compensation.

Base salary will increase to S I 00,000airer 6 month ofemploymcnl.

Benefits Provided - Health and Dental coverage per company policy

EMPLOYMENT AGREEMENT

HW(
everooe/ mock/

AGREEMENT

RECITALS

l

I
and

WwW v451 8

:.»':".1 /

i..

(the "Effective
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EXHIBIT
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d.
f0Il0Mn8 schedulel

Equity - membership shares of the company will be earned on the

i. 1,500 Shares per quarter of employment. Shares become
100% vested 30 days post the closing of the quarter.

i i.
for the membership share award.

Employee must be employed the entire quarter to qualify

i i i . Shares of equity follow the company Operating Agreement
in place as of the time of this employment agreement.

. Yearly Bonus: Employee will qualify for an annual Bonus to be
determined by the Board of Directors. The minimum opportunity annually will be $50,000 with
objectives to be set by the Board of Directors. Bonus objectives must be met to qualify for
payment.

4. Reimbursement of Reasonable Expenses. in the sole and absolute discretion of
the Company, it may reimburse Employee for reasonable and necessary expenses that Employee
incurs in carrying out Employee's duties under this Agreement, provided that Employee presents
to the Company an itemized account of such expenses in such form and at such time as the
Company may require.

5. Benefits. Subject lo Employee's ability to qualify, Employee will be entitled to
participate in such medical, accident, and health plans, and retirement and other employee
benefit plans, in accordance with their terms, as the Company may make available generally to
its employees, and the Company will pay such premiums arising witll respect to Empioyce's
coverage as it pays generally for employees of the same class. In addition, Employee will be
entitled to receive such other benefits, as the Company provides for employees of the same class.

. Insurance. During the Employment Period, the Company shall maintain directors
and officers insurance which insurance shall cover all acts and omissions by any officer,
including the Employee, during the employment period.

7. Indemnification. The Company hereby agrees to hold handless and indemnify the
Employee to the fullest extent permitted by the Arizona Limited Liability Company Act, and by
its Operating Agreement each as they may be amended after the date hereof. The obligation of
the Company under this Section 7 shall survive any termination of this Agreement.

Termination. of Employment.

. Termination for Cause. The Company may immediately terminate
Employee's employment under this Agreement if any of the following occurs:

i . Employee's fraudulent misconduct in the performance of duties
assigned under this Agreement, or

2
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Employee's conviction of a felony crime in a court of competent
jurisdiction.

b. Termination With or. Without Cause. Notwithstanding anything herein to
the contrary, either party may terminate Employee's employment under this Agreement, for any
reason or for no reason, upon the submission of thirty (30) days' written notice to the other party.

Confidential Cornmqrqial ln__f9rmation.

at. Employee acknowledges that Employee may be entrusted with
confidential commercial information of the Company during his employment, including, but not
limited to, price lists, customer lists, customer contact information, development and research
work, marketing programs, plans, and proposals, and other information about internal systems,
processes, concepts, practices, and procedures of the Company (collectively, the " Confideqnal
lnfonnation"). Employee further acknowledges that Employee has been instructed by the
Company to, and agrees that Employee will, maintain the Company's Confidential information
in a confidential manner.

b. During Employee's employment. Employee will not, directly or indirectly,
disclose any Confidential Information lo any person or entity not authorized by the Company to
receive or use such Confidential Information. Acer the termination of Employee's employment,
for whatever reason and Hy whatever party, Employee will not, directly or indirectly, use or
disclose to any person or entity any Confidential information without the express, written
consent of the Company.

c. All documents and other tangible properly relating in any way to the
business of the Company that Employee develops or that come into Employee's possession
during, employment are the property of the Company, and Employee will return all such
documents and tangible property to the Company upon the termination of Employee's
employment, or at such earlier time as the Company may request.

d. Employee acknowledges that all of the commercially available software
that the Company uses on its computer system that was not developed specially by or for the
Company is either owned or licensed for use by the Company, and that the use of such software
is governed strictly by the explicit terms and conditions of licensing agreements between the
Company and the publisher of the software, and Employee agrees to adhere to those terms and
conditions. Employee will not copy, duplicate, download, transfer, or otherwise make personal
use of any software on the Company's computer system without the Company's express, written
consent.

10. Inventions and Copyrights.

a. Employee acknowledges that, as a part of Employee's duties, during
Employee's employment Employee may develop discoveries, concepts, and ideas concerning or
relating to the Business, whether or not patentable, including, but not limited to, processes,
methods, formulas, and techniques, as well as improvements thereof or know-how related
thereto, and concerning any present or prospective activities of the Company that are published
before such discoveries, concepts, and ideas (collectively, the "inventions").

3
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b. _
Company all Inventions that Employee makes or conceives, in whole or in part, at this time or
during his employment with the Company.

Emplovee will filly disclose and will continue to promptly disclose to the

. Any and all inventions will be the absolute property of the Company or its
designees and, Ar the request of the Company and at its expense, but without additional
compensation, Employee will make application in due form for United States letters patent and
foreign letters patent on such Inventions, and will assign to the Company all right, title, and
interest in such Inventions, and will execute any and all instruments and do any and all acts
necessary or desirable in connection with any such application for letters patent or in order to
establish and perfect in the Company the entire right. title, and interest in such Inventions, patent
applications, or patents, and also execute any instrument necessary or desirable in connection
with any continuations, renewals, or reissues thereof or in the conduct of any related proceedings
or litigation.

d. The Company will own the copyright in all materials created by Employee
relating to the Business and eligible for copyright (which will be deemed work made-for-hire).
The Company will have the right to apply for copyright registration, including any renewals or
extensions, whether under the laws of the U.S. or any country having jurisdiction over the

Employee agrees to execute any documents necessary or appropriate for such
registration. The Company will also own any trademark, service mark, or trade namecreated by
Employee (alone or in conjunction with others) for the Company and used to identify any present
or future product, service, activity, operation, or function of the Company. The Company may
obtain trademark or serv ice mark protection of the Company's rights including, at the
Company's discretion, state, federal and international registration. The Company will ohm all
right, title, and interest in and to all results and the work product of Employce's scwices for the
Company (all of which will be deemed proprietary), free of any reserved rights by Employee,
whether or not specifically enumerated in this Agreement.

copyright.

Post-Employment Restrictions.

a. Following the termination of Employee's employment, for whatever
reason and by whatever party, and during any Restrictive Period, Employee will not, directly or
indirectly, on his or her own behalf or on behalf' of any other person or entity:

i . solicit or accept from any person or entity upon whom he or she
called or with whom he or she had direct or indirect contact on behalf of the Company orders for
supplies, equipment, products, goods, or services that are similar to or competitive with supplies,
equipment, products, goods, or services that the Company marketed, distributed, or sold during
his or her employment with the Company;

ii. solicit or accept from any person or entity who was a customer or
client of the Company during his or her employment orders for supplies, equipment, products,
goods, or services that are similar to or competitive with supplies, equipment, products, goods, or
services that the Company marketed, distributed, or sold during Employee's employment with
the Company,

4
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iii. solicit or accept from any person or entity who at the time of such
conduct is a customer or client of the Company orders tr supplies, equipment, products, goods,
or sen/ices that are similar to or competitive with supplies, equipment, products, goods, or
services that the Company marketed, distributed, or sold during Employee's employment with
the Company,

iv. encourage, entice, induce, or influence, directly or indirectly, any
person or entity not xo do business with the Company,

v. encourage, entice, induce. or influence, directly or indirectly, any
person to terminate his or her employment with the Company, or

vi. engage in, or perform services for, any person or entity that is
engaged in the Business within any Restrictive Area.

12. Remedies. Any breach of the duties and obligations imposed upon Employee by
this Agreement would cause irreparable ham to the Company, and the Company could not be

fully compensated for any such breach with money damages. Therefore, injunctive relief is an
appropriate remedy for any such breach. Such injunctive relief will be in addition to and not in
limitation of or substitution for any other remedies or rights to which the Company may be
entitled at law or in equity.

13. Quests, Expenses, and Fees. Employee will pay the costs and expenses that the
Company incurs in any action or proceeding that arises out of or relates to Employcc's
employment with or separation from, the Company, including, but not limited lo, all reasonable
attorneys' and accountants' fees.

14. Modification .or Waiver of Agreenggn. No modif ication or waiver of this
Agreement will be valid unless the modification or waiver is in writing and signed by both of the
parties. The failure of either party at any time to insist upon the strict performance of any
provision of this Agreement will not be construed as a waiver of the right to insist upon the strict
pcrfomrancc of any other provision or the same provision at any future time.

15. Notices. Any notices required or permitted under this Agreement will be
sufficient if in writing and sent by certified mail tn, in the case of Employee, the last address
Employee has filed in writing with the Company or, in the case of the Company, its principal
office.

16. _Legal Representation. Employee acknowledges that Employee has had a full
opportunity to consider this Agreement, to offer suggested modifications to its terms and
conditions, and lo consult with an attorney of Employee's own choosing before deciding whether
to sign it.

17. No Rule of.§trict Construction. The language of this Agreement will be deemed
to have been approved by both parties, and no rule of strict construction will be applied against
either party.

5
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18. Integration. This Agreement contains all of the agreements between the parties
relating to the matters set forth in this Agreement. Accordingly, this Agreement supersedes any
and all prior commitments, agreements and understanding between the parties, whether oral or
written, that relate to the subject matter contained in this Agreement.

19. Further Acts. The parties will execute and deliver to each other any and all such
further documents and instruments, and will perform any and all such other acts, as reasonably
may be necessary or proper to carry out the purposes of this Agreement.

20. Assignment of Agreement. Employee has no right to transfer or assign any or dl
of Employee's rights or interests under this Agreement. The Company may assign its rights and
interests under this Agreement to any successor entity as part of any sale, tmnsler, or other
disposition of all or substantially all of the assets of the Company.

21. Headings. The descriptive headings of the paragraphs and subparagraphs of this
Agreement are intended for convenience only, and do not constitute parts of this Agreement.

22. Counterparts. This Agreement may be executed in multiple counterparts, each of
which will be deemed an original, but all of which, when taken together, will constitute one and
the same instrument.

23. Venue. Any action or proceeding arising out of or relating m this Agreement or
Employee's employment with the Company must be either litigated in the state and federal
courts located in Maricopa County, Arizona, or arbitrated in Phoenix, Arizona.

24. Governing Law. This Agreement wil l be governed by and construed in
accordance with the laws of the State of Arizona.

[Signatures appear on the following page.]
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The parties have executed and delivered this Employment Agreement; it is effective as of
the Effective Date.

COMPANY:

SHADOW BEVERAGES AND SNACKS, LLC, an
Arizona limited liability company

By:
Its: end

/

all'

EMPLOYEE

'\

Richard P

7
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Finde_r'; Fee Agreement

This loner will serve as the agreement bcdween Shadow Bevenagc and Snacks, LLC and Richard A.
Pctcrson regarding the finder's fee Shadow Beverages and Snacks (Shadow) will pay to Richard A.
Peterson (Peterson) for any and all introductions related to capital raising that produce capital for
Shadow. Unless otherwise agreed to in writing, Shadow will pay linder's fees at the time capital is
provided to Shadow.
The fee schedule to be paid is calculated as a percentage of the final value of all transactions. Value la
defined as any actual collected benefit, such as cash, stock, notes, loans, royalties, ownership interests,
and/or deferred payments.

Flnder's fee schedule is baaed on total value of capllal rtcelvd by Shadow from any source
provide by Peterson as follows:

5% Finder's Fee on all cnpltal received by Shadow from such introductions

11xia agreement will become effective as of the dale signed below by both parties and will mmnin in
force for a period of three years aler the last concoct with any capital source is introduced to Shadow by

Peterson.

If the foregoing terms .correctly set forth no ngruoment. please canfinn by signing and netting an
original signed copy of this letter.

A G R E E

x X :

s

1
i

:
I
l

1.

i
Print name: George Martinez Print name: Richard A. Pcturson

Title: President &. Co-Founder
Compaq : Shadow Bcvcra cs & Snacks, LLC
Addncssz

Tit le:  EVP
Shadow Bevcra & S LLCmc s .

A Z
D A T E : 7/1/12 DAT E :  wvz z

; 9
I.I
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FlNDERIS FEE AGREEMENT

THIS AGREEMENT is made dated as of l 7th day of April, by and between (the "Consultant"), a
corporation with its pn'ncipal office at, Troy Bohlke and Shadow Beverages and Snacks LLC
(the "Client"), an Arizona limited liablllt m any wi t h its principal office atl I co

The following represents mutual agreement, in consideration of each other's promises or acts with
respect to this Finder's Fee Agreement. The Consultant has introduced and/or will introduce potential
Investors to the Client in return for the Client's agreement to pay the Consultant (or nominee)
compensation for these introductory services if an investment is made. Finder has existing
relationships with persons who would be "accredited investors" within the meaning of federal and
state securities laws. Finder will identify such persons to the Company for evaluation by the
Company as Investors to make an investment in the Company, with the Company or into a venture in
which the Company is an investor or becomes a shareholder or unit holder with such person whom
Finder identifies in writing who arranges an introduction to the Company for purposes of investment
in the Company or other entity with said Client whether under the Offering Summary or not is
referred to in this Agreement as a "Ciient." The term Client will not include any broker, finder, or
intermediary, or any persons or entities introduced to the Company by any broker, finder, or
intermediary. Therefore, the parties herein agree as follows:

l. Investor. The "registered" Investors, Le., those investors which the Consultant wil l
introduce to the Client, will be named and listed by separate documents (per Schedule 'A'),
shall be governed by, and included under the provisions of this Agreement as if included
herein.

Further, the compensation the Client has agreed to pay the Consultant shall be payable in the
event any registered investor, associate, co-investor or other entity procured by a "registered"
Investor purchases from, invests in or advances funds toward the Client. All are defined as an
"Investor."

2. Fee. Should an Investor purchase, invest and/or loan monies, properties, patents (or
anything of value) toward any of the Client, regardless of the form such proceeds are so
loaned, hypothecated, or invested then the Client agrees to pay the Consultant $12,500,
concurrent with any funding for $250,000, or prorater thereto and thereafter for any
additional funding 6% of the first franc million, 5% of the second five million, 4% of the
third five million and 3% of the fourth five million and 2% of any additional investment
of the proceeds (or value) so purchased, invested and/or loaned to the Client. This
compensation to the Consultant shall be based upon the gross amount loaned, boned,
hypothecated or invested, prior to any deductions, expenses or offsets of any kind.

(a) As a condition to the payment of any Fee under this Agreement, Consultant will execute
and deliver to the Company all instruments, agreements, and other documents required by the
manager of the Company h`om time to time.

(b) The Company is not obligated xo accept any offer of any kind from any Consultant and
may netiise to conclude any agreement or transaction for any reason whatsoever, with or
wi thout  good cause.  No Fee or  other  com pensat ion of  any k ind wi l l ,  under  any

S-72
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circumstances, be payable under this Agreement or otherwise if an investment transaction is
not consummated with an Investor for any or no reason whatsoever.

(c) Subject to the other conditions and requirements set forth in this Agreement, the
Company will pay the Fee to Finder within ten (10) business days of satisfaction of the
following conditions: (i) funds for applicable investments have been received by the
Company and have cleared; and (ii) Finder will have delivered all requested documentation
to the Company.

Payment wi l l be made by bank wire transfer upon the Client's receipt of funds (or value)
within ten (10) business days of closing.

3. Other Investments. Should Investor invest additionally In Client's Company alter the

funds (or value) later invested.
initial investment is made, Client will pay Consultant a fee of ( 4%) of any such additional

4. Status of Finder. Finder is an independent contractor and not an agent of the Company for
any purpose whatsoever. Finder will not mice any representations to Investors, except as
provided by the Company in written documents for such purpose. Finder has no authority to,
and agrees not ro, assume or create any obligation or liability, express or implied, on the
Company's behalf, or to bind the Company in any manner or to anything whatsoever. Finder
will be liable for and will pay its own expenses. Finder represents and wan°ants to the
Company that: (i) Finder is aware of all state and federal licensing and other regulatory
requirements arising out of or relating to engaging in the securities brokerage business; (ii)
Finder has made an independent investigation and analysis of such requirements; (iii) Finder
has made a independent determination that Finder is not required to obtain a brokers license
in connection with its performance as a Finder under this Agreement; and (iv) Finder is in
compliance with all laws and regulations applicable to the performance by Finder under this
Agreement. Finder hereby indemnifies and will pay, defend, and hold harmless the Company
and its parents and subsidiaries, and each of their respective managers, members, officers,
directors, shareholders, employees. and agents from and against any and all claims, loss,
liability, damage, penalty, fine, investigation, cost, or award (including any loss of exemption
or rescission by any investor) arising out of or relating to such licensing requirements or
Finder's role in obtaining Investors for the Company as an unlicensed person or any breach
of covenant or representation or warranty of Finder as set forth in this agreement.

Finder is familiar with the requirements of the conditions under which the Company is
offering Units pursuant to an exemption from the registration provisions under Regulation D
promulgated pursuant to the Securities Act of 1933, as amended (the "Securities Act").
Finder represents and warrants to the Company that Finder has a pre-existing substantive
relationship with each Investor and that none of the Investors have been located by Finder
pursuant to any means of general solicitation, including, without l imitation, any
advertisement or "cold calling" in any manner.

5.
finder in introducing the Client to prospective investors. There an no additional services that
the Consultant is required to perform to be entitled to the above compensation in the event an
investment is made. The Consultant will not engage in any negotiations whatsoever on behalf
o f the Client or any investor. Nor will the Consultant provide the Client or any investor with

Limitation of Servke. This Agreement relates solely to the Consultant's services as a
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information which may be used as a basis for such negotiations. The Consultant will have no
responsibility for nor will the Consultant make recommendations concerning the terms,
conditions or provisions of any agreement between the Client and an investor, including the
manner or means of consummating the transaction. The Consultant accepts responsibility to
pay damages for losses arising as a direct result al' the Consultant's own gross negligence or
willful default arising out of this Agreement, but the Consultant's liability shall not exceed
actual fees paid to the Consultant by the Client, in the aggregate, in respect of all such
services performed in connection with this Agreement.

THE CONSULTANT REPRESENTS THAT IT IS NOT A LICENSED SECURITIES
DEALER, AND THAT THIS AGREEMENT IS NOT INTENDED FOR THE PURPOSE
OF BUYING, SELLING OR TRADING SECURITIES.

6. Miscellaneous. This Agreement shall be binding upon all parties and their respective
estates, heirs, successors and permitted assigns. This Agreement may be changed only by the
written consent at' all parties. This Agreement may not be assigned by either party without
the written consent of the other. This Agreement is the entire agreement between the
Consultant and the Client. Should any legal proceeding be necessary to construe or enforce
the provisions or this Agreement, then the prevailing party in such legal action shall be
entitled to recover all court costs, reasonable attorney fees and costs of enforcing or
collecting any judgment awarded. The judgment by any court of law that a particular section
of this Agreement is illegal shall not affect the validity of the remaining provisions. This
Agreement shall be governed by and construed in accordance with the laws of the Statc of
Arizona.

The foregoing has been read, understood and accepted by the parties below on this l7xh day
of April, 2014:

For and on bchalfof:
Shadow Beverages and Snacks, LLC

By-.

Troy Bohlke

George Martinez, President

By 1
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A GEORGE KARAS 6/1/2009 S 50,000 S 50,000 0s
B BRENTTUNNEL 2/17/2010 50,000 50,000 0

B BRENTTUNNEL 3/17/2010 200,000 200,000 0

C SCOTT JARUS (JARUS FAMILY TRUST) 9/1/2010 75,000 75,000 0

D RONALD BARRETT 1/3/2011 125 , 000 125,000 0

EL ROBERT & STACEY GERVASI 1/14/2011 50,000 z,500 47,500

E2 GARY & MICHELLE VAN KILSDONK 1/13/2011 50,000 2,500 47,500

F
CANIS MAJOR DEVELOPMENT (DAVID

KELLY)
3/7/2013 500, 000 0 500,000

G RICKANDERSEN 4/3/2013 250,000 o 250,000

G
RICKANDERSEN - LEGACY INSURANCE
SERVICES INC OFAMERICA

4/17/2014 250,000 0 250,000

H, I
DONALDJ. JOHNSON JR. AND CATHERINE

LEYEN
12/9/2013 25,000 1, 250 23,750

I
RAVENSTEED ENTERPRISES, LLC
(CATHERINE LEYEN)

5/12/2014 50,000 0 50,000

J n. JAMESSTEPHENSEN 1/13/2014 30,000 0 30,000

K, L
THE RJS TRUST - JASON A.
SALGANICK TRUSTEE,

ROBBYN A. SALGANICK TRUSTEE

1/16/2014 50,000 0 50,000

M REED HATKOFF 3/21/2014 100,000 40,000 60,000

N MICHAELCRANE AND DEBRAJ. MARTIN 7/21/2014 50,000 0 50,000

o KURT MOORE 7/18/2014 100,000 0 100,000

TOTAL s 2,005,000 s 546,250 s 1,458,750

SHADOW BEVERAGES AND SNACKS, LLC

INVESTOR LIST

FROM JUNE 1, 2009 THROUGH JULY 18, 2014

INVESTOR

INVESTMENT INVESTMENT

DATE AMOUNT

AMOUNT

REPAID BALANCE

EXHIBIT

S-74
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AFFIDAVIT OF CUSTODIAN OF RECORDS

STATE OF

County of

)
)ss.
)

The undersigned hereby declares, under oath, that the following statements are true:

l. I am over the age of eighteen, have personal knowledge of the facts set forth

below, and am competent to testify.

2. I am the duly authorized Custodian of Records of m FT B
3. I have the authority to certify said records.

4. The records submitted herewith are true copies of all records under my possession

or control responsive to the Subpoena directed to the Custodian of Records of the entity

identified in paragraph 2 above.

5. The records were prepared or obtained by personnel or representatives of the

entity or persons acting under the control of personnel or representatives of the entity identified

in paragraph 2 above in the ordinary course of business at or near the time of the act, condition,

or event in said records.

6. The records are kept in the course of regularly conducted business pursuant to the

regular practice of the entity identified in paragraph 2 above.

Lu§*~x.\A/J3§J~.
Custodian of Records

SUBSCRIBED and SWORN to before me this day of 2015,by

*Lu

My Commission Expires:
NOTARY PUBLIC

I e

ACC000099

Rx 1 l"T 4 Fl

IMMARIAN L, DENGLER l
I Notarypublic In and for I

Stat f Okl h
: . o1008a ma :

L My Corrm\lssion Expires Jul 17, 2017.1

EXHIBIT

S- 75' SHADOW~8507

O14
O K

ADMIT rl:u



of

AFFIDAVIT OF CUSTODIAN OF RECORDS

STATE OF

County of

®i4&Q=Mm»a..

®4<.ha.#~.nm;=.,

)
) ss.

)

The undersigned hereby declares, under oath, that the following statements are true:
_

_

1. I am over the age of eighteen, have personal knowledge of the facts set forth

below, and am competent to testify.

2. I am the duly authorized Custodian of Records of 34

•

AL. 1

3. I have the authority to certify said records.

4. The records submitted herewith are true copies of all records under my possession

or control responsive to the Subpoena directed to the Custodian of Records of the entity

identified in paragraph 2 above.

5. The records were prepared or obtained by personnel or representatives of the

entity or persons acting under the control of personnel or representatives of the entity identified

in paragraph 2 above in the ordinary course of business at or near the time of the act, condition,

or event in said records,

6. The records are kept in the course of regularly conducted business pursuant to the

regular practice of the entity identified in paragraph 2 above.

6+
SUBSCRIBED and SWORN to before me this I day of

Custodian of Records

MUM
> 2016, by

My Commission Expires:"4" NOTARY PUBLIC

v'

I SEAL

U8\J

.. *m -.. -- -an -» -- 'IM Fl? L. DENGLER I
Notary Public in and for I

State of Oklahoma
01010003

EXHIBIT
| T54

I I
I C |

M ommisslon E 'res Jul 17 2017L ___Y_ i _.xp1__ _. ._ ' ._. . . .J S-'Na ACC009659
SHADOW-8507

ADMITTED

U I

q



'~eVviacr;ounT INFORMATION
Shadow Beverages and Snacks, LLC

REPLACEMENT
orengo av BE OLCROSS

TEMPORARY
DATE 8 I07/08

First Fidelity Bank
Greenway - Hayden
16277 North Greenway Hayden Lp

Scottsdale, AZ 85260
403

..*... -..-_ ..-.~....._1

- s o 3 1ACCOUNT uumasn
ACCOUNT T.LN.

AC C O U N T I N F O R M ATI O N
AMOUNT of nsposrr 4 » L A u  I  8 A A 5 1 5 3
r » T L €  Q F  A c c o u t e r  S h a d o w  B e v e r a g e s  a n d  S n a c k s  ,  L L C

A s
O W N : R S H I P  T V P E  L i m i t e d  L i a b i l i t y
r noouc v mms F r e e  S m a l l  B u s i n e s s  C h e c k i n g  1
wma. numlun av pun pmzodod by I an uo9licnbla onlyn v.h¢ > < in iv~alksd.

LLC

BUSINESS E NTI TY  I NF ORMATI ON
5U51N§55 NAME AND Aooncss
Shadow Beverages and Snacks ,

YES NO

A s

ASSUMED NAME IF U/B/A

B US I NE S S  F l u n < J  S 1 A T€  A RI ZONA

&NTITV DOCUMENT

LAST HLING OATE

FILING explnAT»on

o we  £ S TA a US NE D

NATURE OF 8U$W £S$

PWIMAWV LOCATION

RESOLUTION DAYE

E-mA\ l ADDRESS

FACS1M»L£ AUTHORIZAYNDN ON FILE

CONTACT NAME

CUNTACT TI TLE

CONYACV pt4one

OTHER

R

TAXPAYER IDENTIF ICATION NUMBER CERTIF ICATION
I  len i t y under  penal t ies  of  DMI UY Y  t hat  t he t nxpayor  ident i f icat ion number  (TI N )  provided is  cor rec t ,  I  am a U . S.  person l inc iuding a U . S.  r es ident  a l lon)
and I  am e i t her  exempt  f r om backup w i t hhold ing under  I n t er na l  R evenue Ser vice r egula t ions ,  or  I  am not  sub j ec t  xo backup w i t hhold ing.
The above s t a t ement  I s  t r ue  w i t h  t he  except ion  t ha t :

I  am subj ec t  t o  backup w i t hho ld ing because of  under r epor t ed I n t er es t  and d ividends .

I  have appl ied or  w i l l  soon apply f or  a  TI N .  I f  one is  no!  pr ovided t o  t h is  ins t i t u t ion w i t h in  60 days  f r om t oday,  I  w i l l  be sub j ec t  t o  backup
w i t hH old ing,
I F . aa m  a  o r n  e c i p n e m and h  ve  pr ovided t h is  ins t i t u t ion  w i t h  t he  appr opr ia t e  F or m w - 8  cer t i f ica t ion .

s'/446 f
Si E s and Snacks, LLC DAT! Texpayer identification Number: _ado peerage

AoDrrlov4AL TERMS
New client, opening free small business account
mc 403 5140 08/07/08

IMPORT ANT  INF ORMAT ION ABOUT  PROCEDURES F OR OPENING A  NEW ACCOUNT .  T o  h e lp  th e  g o v e rn me n t  f ig h t  th e  f u n d in g  o f  te r ro r is m a n d
m o n e y laundering activities, Federal law requires all f inancial institutions to obtain, verify, and record information that identif ies each person who opens
an account.
what th is  means f or you: When you open an account,  we  wi l l  ask f or your mime,  address ,  date  of  b irth ,  and other in f ormation that  wi l l  a l low uh to
identify you. We may also ask to see your driver's license Cr other Identifying documents.

AC K N O WLE D G M E N T. B v s ig n in g  t h i s  d o c u me n t ,  t h e  u n d e r s ig n e d  a c k n o w le d g e  t h a t  t h e y h a ve  o p e n e d  t h e  t yp e  o f  a c c o u n t  d e s ig n a t e d  a b o ve ,  a n d
have  r ec e ived ,  unde r s t and  and  ag r ee  t o  be  bound  by t he  t e r ms  o f  t he  Ac c oun t  Ag r eemen t  f o r  t ha t  ac c oun t  t ype .  I t  t h i s  i s  a  c ons umer  ac c oun t ,  t he
under s igned acknow ledge r e t e ip r  o f  an  Account  D isc losur e ,  and a  copy o f  t h is  in . u i t ux io r l ' s  P r ivacy P o l icy.  The under s igned a lso  acknow ledge r ece ip t .
w her e appl icab le .  or  ans  insar hut lon ' s  F unds Avel leb l l i r y P o l icy and/ or  E lec t r on ic  F und Tr ans f er  Agr eement .  I f  t h is  account  la  opened in  t he name a l  t he
b u s in e s s  e n t i t y ,  a l l  s i g n e r s  a r e  a c t i n g  o n  b e h a l f  o f  t h e  b u s in e s s  e n t i t y .  A l l  s i g n e r s  a u t h o r i z e  t h i s  i n s t i t u t i o n  t o  ma k e  i n q u i r i e s  f r o m a n y c o n s u me r
r epor t ing  agency,  inc lud ing e  check  pr o t ec t ion ser vice ,  in  connec t ion w i t h  t h is  account .

FA C S I MI LE  A uc wzo

X Aulrvor i lM Signs:  DAYAuxhonzW h e : T i m :

I OF SIGNATURES swulazb; 1

[3]

Tina;

Y/"9/»/5X

OILY.  Vu

y a s Weissmueller

: lax

Sal el A Jon

x Authorixsd Signavmw

R

[QAm

/, 2/e5__~
D u ;

4 I44.. 14-la. Ge M rcinez
X
Jo Wmlgan'We/4.

I l l

*s

@wrfio»~1 c».¢a..¢| Sviilnl lm. Rosa. 1994. ans.  ma.  i n .  ea.  won.  r ow,  sum,  zoo;  awa. 2904. 2uvs.2ous : Mn s o w n  m a w r \ l» iu f4 uww.ulqla1nsystnl.~an »nmasaan Fu8n856118l

annum-an

EXHIBIT

ACC009664
SH AD OW- 8507 AUMH :E
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1-11 1111111



1 : NAME ANS ADDRESS

Samuel A Jones

CT

Ti\llJC»paciry:
EMPLCYER NAME AND A:>L>R£ss

ID Typo:

D NUlT1bll'$

ID Isa Md By:

ID issuing Lieut on:

ID Iaaul Data

ID Top

ID Numbly:

ID Issued By:

ID Issuing Location:

ID Statue Gate:

D Expiration:

Verification:

Unique ld¢f1ti'li¢»f

E.M*! Address

Tax 10 Number

Duo or 5lflh~

Primary Phone:

Secondary prone:
Q !

- - u- *nowNAME AND ADEJRESS

G¢or e Martin z

CT-
ID Number:

ID lund By:

ID Issuing Location:

ID In-u0 Uate:

As
Ti:h£nplchy:

EmpLo¥en NAME Ana Aooness
ID Exdritiori:

ID Type;

In Number:

*D l$Suod By:

ID laauing Locztivn:

ID law! Duo:

ID Expiration

v¢ nlcationa

Uf1lQu% saamafisrz

EMail Andrus:

Tax lo Number:

Dn1 at 6th:

Primly Pham:

Secondary Phone:

.4 _ nl-
Ar NAME Ana Anoaess

Jose h  E lg Type:

19 Number:

As

EMPLOYER NAME AND ADDRESS

Shadow Beverages and Snacks LLC

ID lnuodBy:

IO is cu ngLooaum:

ID Issue Dale:

#D Expirrrion:

IDThan:

HENurnbu:

18 lasuvd By:

ID sou ng LD¢ltion:

iD Issue Dao:

ID Expiration:

Vet ticatian:

Unifzuaktenrifie

Email Auarm

Tix 18 Number:

F'ri411&ry Piwnlio:

Swondurv  Phrilwz

VERIFICATION 1 fouaw-ur

L__l See Addendum
aauencuuv DESIGNATION. THE FOLLOWING BENEFICIAHYIIESI ARE DESIGNATED'

1
3 .

2 .
4

ll

id is

slams! n NAME ANU ADDRESS

R  a n e e l  l e t

As -
To:/Cnooeirvz

EMPLOYER NAME AND ADDRESS

Shadow Beverages and Snacks LLC

AZ

Tn ID Nurnbar

Date al Birth:

Primary Phone:

Secondary Prong;

iD Typo:

ID Nu mbsf

ID I85»uod By:
ID Issuing Location:

ID laws Man :

ID Expimionz

ID Type:

ID Number:

ID Issued By

ID Issuing z.ncnion=

ID lawn Dlto:

ID txnifnionz

Varificatian:

Unityuy Wanufiar:

E-mail Andreas:

'!>c»»wiew Gmnalilrc Swlln. Inc 1989. mu. was was. wet. mass. woe. 2000. 2001,2wz.2003. awa.zees. 2888 ITEMseeuL2 WSG5) h| l 2 | H ~»ww.¢»ll»liaa=nwno-:om 800GB88622 Fax exe-asu~as.ss

ACC009665
S H A D OW - 8 5 0 7

uiiawiiiiui



NEW ACCOUNT INFORMATION
Shadow Beverages and Snacks LLC

TEMPORARY
DATE 11/16 /09

REPLACEMENT
OPENED av BE OLCROSS

LLC

BUSINESS ENTITY INFORMATION
BUSINESSNAME ANDADDRESS
Shadow Beverages and Snacks

_ AZ -
ASSUMED NAME IFD/8/A

ILL v£S NOCONTACT NAME

CONTACT TITLE

CONTACT PHONE

OTHER

BUSINESS FlUNG STATE ARI ZQNA

ENTITY oucuvaenw

LAST FILING DATE

FILINGEXPIRATICn

DATa E$TASUSHED

NATURE OFBUSINESS

PRIMARY LOCATION

RESOLUTION DATE

E-MAIL Aonnsss R y a n

FACSIMILE AUTHORIZATION ON F

LIMITEDLIABILITY COMPANY TAXCLASSIFICATION

BUSINESSENGAGES IN INTERNET GAMBLING

itbox Is checks vs mattiwuvide evkienca of authority to engage InInternal Gambling.

au ,. |

TAXPAYER uJEnrlFlcATlon NUMBER CERTIFICATION
Under penalties of periurv, l Certify that;

LW wm m Mm m wwnW wm m bm ywwm m W wm wwMwm nm m wMm Mm wm m  m 8m m m nowwwwm m 4m
2, l am not subject to backup withholding because: la) i am exempt from backup withholding, or lb) i have not been notified by the internal Revenue

Service (IRS) that I am subject to backup withholding as a result of a failure to report all interest or dividends, or in) the IRS has notified me that i
am no longer subject to backup withholding (Notice: If you are subject to backup withholding, cross out this line). and

3.Ian1a . zen o r . n./ T a x p a y e r  i d e n t i f i c a t i o n  N u m b e r :  _
HA8 /oe-

DATEShadow Beverages and Snacks LLC

ADDITIONAL TERMS

small business accountExisting client opening a free
403 LMC 5140 11/16/09

SMPORTANT INFORMATION ABOUT pnoceounes FOR DPENING A NEW ACCOUNT. To help the government fight the funding of terrorism and
money laundering activities. Federal law requires all financial institutions to obtain, verily, andrecord information that identifieseach person who opens
an account.
What this means for your When you open an account, we will ask for your name, address, date of birth, and other information that will allowus to
identify you. We may also ask ro see your driver's licenseor other identifying documents.
ACKNOWLEDGMENT. BV signing this document, the undersigned acknowledge that they have opened the type of account designated above, and
have received, understand and agree ro be bound by the terms of the Account Agreement for that account type. The undersigned certify that all
information provided to the institution is true and accurate. If this is a consumer account, the undersigned acknowledge receipt, where applicable, of an
Account Disclosure and Electronic Fund Transfer Agreement. The undersigned also acknowledge receipt, where applicable, of this institmiows Funds
Availability Policy and Privacy Policy. If this account is opened in the name of the business entity, all signers are acting on behalf of the business
entity. All signers authorize this institution to make inquiries from any consumer reporting agency, including a check protection service, in connection
with this account.

fACSIMILE ALLOWEDLE

44/
TINU:Title*L

p
x1

Due
nA:/67

Daze Joe

Tulle: Auuxori I Only

» OF SIGNATURES REQUIRED'1
Auxlwfizedjigqer On\y

/

Ry s  w e i s s m u l l e r

L f ] Aunharuad Signer Only

AuthorizedSignerOnly

Dunnigan

' ~

X
Date Cines

.K - _
Samuel Jones

TIU82

l -/-age

Financial Institution Name And Address

F i r s t  F i d e l i t y  B a n k
Greenway~Hayden
16277 nor th Greenway Hayden Lp
Sco t t sda l e,  AZ  85260

403

ACCOUNT INFORMATION
AMOUNT as DsposlT s PLAN u 8AA5153
THL8 or ACCDUNTShadow Beverages and Snacks LLC

ACCOUNT NUMBER

ACCOUNT TJ.N.
2848

As
OWNERSHIP TVPE Limited Liabil tty
pnooucr NAME F r e e  S m a l l  B u s i n e s s  C h e c k i n g  1
Words, numbers av phrases preceded by n D are applicableor»\v if the 8 is marked,

@<>~vv*\v*- c w m M a  $ v s \ W \ L \ v \ ' . .  w s , m m .  v a s e ,  m u ,  w a v .  w a s  w s zwx 2K1u\. 2951. zone 24114 2995,  zoos .  ma. 2809 NY M 5 9 5 A! l \ 1  l 0 9 \ D) a g e 1 al 3 www.:ln1nJian\:Iayallmlrum

EXHIBIT I ACC009886
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AUMII I



Driver's license (w/
OWNERISFGNER 12 NAME AND ADDRESS

Joseph Dunnigan

1 ire/c aoaclxy :

EMPLOYER NAME AND ArJonEss

ll) Type:

ID Number'

ID Issued By:

10 Issuing Lfxzmionz

ID Issue Date:

ID ExpilaUon:

10 Type:

ID Number'

ID lsaued Ev:

\D Issuing Localionz

ID IssueDate:

\D ExpiratIons

Vafiticatlorl:

Unique Identifier*

E-Mal Adnvess:

Date al Sigh:
PKIFYIUIy Phone'
Sacandary Phone:

OWNER/SIGNER as NAME AND ADDRESS

Samuel Jones

TmnlCuoachvz

EMPLOYER NAME AND ADDRESS

ID Typo:

ID Number:

ID Issued By:

\D IssuingLocslion:

ID Issue Date:

ID Expiration:

ID Type:

iD Number:

ID lsawdBy'

ID lssumg L<>~':at6on:

ID IssueDate;

ID Expivauoru

Vauiticanon:

Unique Idermiierz

E Ma»l Adriressz

Tax ID Number:

Dum of Birth:

Primary PhDI\BZ

5gcoI\<jg(yPNBFIQ:

OWNERISIGNER vs NAME ANO ADDRESS

George Martinez

Ti(1E/CI!95CI(Y'

EMPLOYER NAME AND ADDRESS

no Type:

ID Number:

no Issued By;

\D lssulrug Location;

to Issue Date:

IO Explralionz

ID Type:

D Numbsf:

ID Www Bv

ID Issuing Loc Won:

ID Issue DaM:

ID Explrunorv

Veviucarion*

Unique Identifier:

E-Mail AUdresl:

Data ct Birxh~

Primary Phone:

Secondary Phone;

VER1F1C4TION I FOLLOW-UP

Document Discrepancy-

(Check mf apolicablel Designation Ana Revoeauun 00 Beneficiary is anaehed ,maeuerscnanv DESIGNATiON. THE FOLLOWING BENEFICIARYQESI ARE DESIGNATED:

1.

3.

2.

4.

ACCOUNT numaek

OWNERISIGNER KI NAME AND ADDRESS

R an James Weissmueller

Az
I

Tide/Capacixy;

EMPLDVER NAME AND ADDRESS

Shadow Beverages and Snacks LLC
Owner

ID Tvp6;

ID Number:

ID Issued By:

ID Issuing Location

ID IssueDate'

ID Expiration:

ID TVDGL

ID Number'

ID Issued BY:

ll) issuing Location:

:D moue Dam'

ID Expiration'

Verlflcalinnz

Un§quB Identifier:

EMai! Address:

USA

Tax ID Number:

DOG of Birth:

Pnmgf y phone:

S8cu{lc8f y Phone:

_

**'¢wwiom Carruliunss By num Inf. 1999, wan, lass.1995, we, was, we, coo, 2001, 2002.1003,21104, zoos. 2008.2008. 2009 ITEM 595AlL2 m o l prov2 gt 9 \wm.uomo4ianc1sv¢tams.:am

.
I_
!
II

i
ACC009887

SHADOW-8507



FROM: (NamelAddress of Limited Liabi\ity Company)
S h a d o w  B e v e r a g e s  a n d  S n a c k s  L L C

AZ

MANAGEKSI.MEMBERS/ GEW$

NAME AND TITLE . 1 Q5i5NA;Wi*E=..2:
Ryan James Weissmueller

Joseph Dunnigan
e 1.r4;/».,_x

J

7
--- ..»--1-»-- w--Iu-»»¢--.. ~v--"- .

11

1ununwg

Samuel Jones

George Martinez

x

,826

x

RESOLUTION OF LIMITED LIABILITY COMPANY
Authority to Open Account(s). tn Deposit and Withdraw Funds, and to Open and Have Access to Safe Deposit Boxlesl

TO: (Name/Address of Financial Institution)
First Fidelity Bank
Greenway-Hayden
16277 North Greenway Hayden Lp
Scottsdale, AZ 85260
4 03 - . .,__.___

Words or phrases preceded by a [3 are applicable only it the 8 is marked.

[3 Au of the membersThe entire management

of the above described limited liability company ("Company"), validly organized and operating as required by law, certify tothe abovenamed financial
ins locution ("Financial lnstitutiorl") that Rh following is a true and complete copy of a resuiutidn duly adopted at a meeting al

all al the members of the Company all of the individuals appointed by the members to manage the Company ì Managersli.

Company for all negotiable instruments, checks, drafts, and

This is a V' For . Prefix ___J Nonprofit Company.

'IT IS RESOLVED THAT.

This Resolution is permitted and in accordance with the Company's articles or certificate of organization and operating agreements,
The Financial institution may rely upon our certification as to our authority to execute this Resolution and make the representations in this Resolution,
All Managers or members of this Company whose names and signatures appear below, and any agentlsi also named, are authorized for and on behalf
of this Company to open and maintain a depository accountlsl of the Company with Financial institution, subject to the terms and conditions
specified in the applicable Account Agreementis), to endorse and deposit with Financial institution negotiable instruments or other orders for the
payment of money, which endorsements may be made in writing or by stamp and without the designation of the person endorsing, end to open and
have access toasate deposit boxes), subject to the terms end conditions specified in the applicable Leaaalsl;
All Managers or members named whose signatures appear below, and any agentlsi also named, are authorized for and on behait of the Company to
sign checks and orders for the payment of money withdrawing funds from e depository accountisl regardless at whether such action will create or
increase an overdraftofthe involved account (payment or nonpayment of anitemwhich would create an overdraft of the involved account shall be
at the sole discretion of the Financial institution):
All Managers or members named whose signatures appear below, and any agential also named, can endorse for negotiation, negotiate. and receive
the proceeds at any negotiable instruments or orders for the payment of money pavabie to or belonging to the Company, can approve, endorse,
guarantee and identify the endorsement of any payee or endorser of any checks or drafts whether drawn by the Company or anyone else and can
guarantee the payment of any checks or drafts, and can delegate to others authority to identify. endorse. approve and guarantee the endorsement at
end payee or endorser of any such checks or draws and to guarantee the payment of any checks or drafts:
Unless specifically designated, each Manager or membernamedwhose signature appears below maysign withoutthe otherial; and

The Financial institution is authorized to honor facsimile and other non~manuel signatures and may honor and charge the Limited Liability
other orders for payment of moneydrawnin the name althe LimitedLiability

Company, on its regular accounts, including an order for electronic debit, whether by electronic tape, or otherwise, regardless of by whom or by
what means the facsimile signature Or other non-manuaf signature may have been affixed, or electronically communicated, if such facsimile
signature resembles the specimen attached to this Resolution if filed with the Financial institution, regardless of whether any misuse of a

The Specimen Facsimile Signature Exhibit
attached is incorporated into and is an integral part al this Limited Liabilitv Company indemnifies the Financial institution for all
claims, expenses, and losses resulting from the honoring of any signature certified or refusing to honor any signature notsoCertified;

Further,this Resolution is continued on Page 2 of :ha document. and all of the power and authority granted areincorporated in thisRestorion.'
THISRESOLUTION APPLIES TO: ALL ACCOUNTS SAFE DEPOSIT BOX NUMBER:
(Checkall thatapply SPEClF1C AccounT NUMBERlS):
DATE OF RESOLUTIDN'

specimen or non-manual signature is with or without the negligence of the Limited Liability Company.
' . . emulation.

__._.. ., .is\Gmi4as¢nrl9Mtlon .._,.. ,
I certify that the foregoing are titles. names. and gsmaino signatures of the prosant Managers. mambos and agents of this Company authbrlzed by
the above Resolution.
IN WITNESS WHEREGF, I have subsevibed my name on the data shown below.

x
Sig at h a l l Beveragees and Snacks LLC

MME
Date

Tide:

© Guwhlu Cluwlsnu Wwano. lm. N91 law. W55l was. um. 1000, 24912, ma, zoos, was WEN susan mwsl hp \  v i  2 wuw.cnlnpBu¢l;yst1una.cum w u n a s z z  F u  9 1 8 - 9 8 5 4 8 8 8
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NEW ACCOUNT INFORMATION
Shadow Beverages and Snacks LLC

x REPLACEMENT

orenso av BBOMLANDER

TEMP9RARY
rATe 11/16/09

Financial institution Name And Address
F i r s t  F i d e l i t y  B a n k
Greenway~Hayden
16277 nor th  Greenway Hayden Lp
S c o t t s d a l e , AZ 85260

403

ACCDLWY tzumasn

Accwwr T,\.n.

Account INFORMATION
Amout4T oF ofpoa|T 1 |'UWl 8AA5153
nm: or *¢C°U"* Shadow Beverages and Snacks LLC

1

la mukai.

As
ownensulr yrs Lim Ted Liability
pnouucr NAM: F r e e s m a l l B u a i n e s a check ing

Wofvi. mmlaus or Phil!! pfucdod by s vo nvnllcshta only w nm8"
BUSINESS ENTITY WPORMATWN
BUSINESS MAMa Aw Aooness
Shadow Beverages and snacks LLC

ASSUMEO NAME IF DIBIA

we

suswess nuns s'rA1-e AR; zone

ENTIT v DOCUMENT

LAST FILIN G DATE

nuns EXHRATION

DATE ask/wusnen

nun: OF nuaausss

pnlr4Aay nccnmvn

RESOLUTION DATE

¢»laA\LADURESS G e o r g e

rAcamrLE AL/TMQI141A'fl0NUh! me YES

LIMITEC l.1Ae»Llw CGMPANY TAX cmnsslocuron
wsmess ENGAQES IN mraanav GMABLWO'

vs box n ohoclwd you must s»°vI4¢ uvldouas M authority to wow' In Inure Gamhlinm

CUNTACT NAME

CGNTACT ems

convAu pp-nous

Owen

TAXPAYER IDENTIFICATION NUM BER CERTIFICATION

oilsI

n.

backup with

other u.s. pa

Taxpayer Identiflcltltm Number:
-~

h e
e;

~z4 z4'f>/> T
.  / 7 __

v  r  g e e  a n d p a c k s  L L C

Under penalties al perjury, I certify that:

1, The number shown on this form Is my correct taxpayer Idamlllcatlon number (or I am waiting for a number to be Issued xo me), and

2. I um not eubiect to backup wlthhokllng because: Ia) I am exempt ham backup withholding, or lb) I haw nor been notified by the Interns! Revenue
Servkte (IRS) that I am aubiect to backup wlthhddlng as a result al a failure lo report all Interns! or d!vldondl, or to) rho IRS has notlliW me that I
am no longer so e: If you are subject ro backup wltwholding. cross our this lInes, and

3. I am a U.S. Zen

s»GnA4=urr?' sh¢80I»

ADOMONAL TERMS
updated s i gners .  Th i s card supersedes al l  others,  m1a5140

WIPORTANT INFORMATION ABOUT PRDCEDURES F08 OPENING A NEW ACCOUNT. TB help the government light the landing of \Offoli8yT\ and
money laundering activities, Federal law requlras all financial institutions xo obtain. verify, and record Information that Identities each person who opens
an account.
What this means you you: When you open an account. we will ask for your nuns. address, date of both, aid other lntomnatlon that wlll allow up to
identity you. We may also ask to sao your drivers license or other \dentllylng documents.

ACKNOWLEOGMENT. By signing thou document, the undersigned acknowledge that they have opancd the type of ocrmum designated above, and
have received, understand and agree to be bound by the forms al the Account Agreement lot mat account woe. The undersigned oemfy that all
Inlormatlch provided lo the lnnltutlcn la true and accunruta. ll thou is a consumer account, the undersigned uokrnowlodgo roodpi, whore appllonblo, al an
Account Disclosure and Electronic Fund Trahslor Agrssmam. The undurslgned also ecknowhdgo racolpt, where appllouble, al Ills institution's Funds
Availability Policy and Privacy Policy, If Ills account la opanod In the homo cl the buslneao entity, all signors are uollng on shall of who business
entity. All slgnere authorfzs this lnslllullcn to make lnqWries from any consumer reporting agency. including n check prulaollon service. In connection
with Il ls account. .

TMI:c oo
I OF s1GnATw\£s neouw1w= l

Aumoulzau Sinner o ./
/Aux »d&I9n Dew[3

Duo

FACSIMILE ALLOWED

mu: ev i d en t :-2//7/20/Z/
Thu: CFO T KU:

I n e z

AulliWlllti $l9n81Only

1 a 1/'L x

X
am A J o

Aanhuvlxw Signs our

24
DaoDunRobert !vTKort:e

.» 'w

9\¥°w*W anvlauu quamm. om, IN. ms, Ia no. ml um. 7510, Yom. E41001in nous.1909.mm zoos "IM :aunt mm I * l ns nwzaiaummusln

EXHIBIT ACC009882
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-' \r | -iAooness

el A Jonesiiiilun
CT-  C r  -

T&\lllCwlcky: C O O

emnovea NAME AND Aonucss

use

IO Typo:

m Humbug:

WMWWBW
ID bwlng Lenuauu

ID k a Dum

ID Exnlvwonz

10 Iypoz

ID Mumbo:

Wuwwbw
ID law-dna 1.D¢l!lvn:
ID low Una:

IDilvllttlcnz

Vorlllualinnr

Uni4ll ldofwfkl:

E-mal Add nu:

TaxUD Numbvra

Dao of BMW

Pllmwy Plwnn

€»¢°~14~vv mm.
_ samuel

| amen n NAM: Ana Aooness
George Martinez Drivers license (w/

As

anAZ
rllhmunashvr P r e s e n

EMPLOYER NAME ANQ ADDRESS

ID Yypc:

so Numbs

ID IssueBy:

10 Issuing Lwubn:

so Iswv Dao:

10 Eas»l1at\on:
IO TYW:

nonom bu :

ID lswldBy:

In luuw Lucallom

ID ISHN Dew

ID Eawirullun.

Vummnxuvn

Unlwo ldwwllkr:

E~MallA4drnu:

Tax ID Nimbi:

Duo et llUhz

Pdmury Phone:

Saecndury Fh¢4!l1
Georg| J *K .nA»4s AND Aoonsss

Robert M Korie Driver's license (w/

AZAs
TI!ll¥clplcl\y: C F O
emrwvea name AND Aonness
S h a d o w  B e v e r a g e

10 Typo

ID Nvmlacf:

10 umm By:

(D Iuuhv Laullcrw

IO Up: Dill:

ID Type:

19 Nvmbd

:o bww8y:

AD Iuu!ng 18 am

ID lulU\ Data:

ID Exdrnlona

VlllllC411¢l\:

U'\\Qua IHon\idlr:

E-Mal AdVvenz dkort:e6

Tux ID l*w\\h0l:

Dow of umm

prhwry Hmno:

Slcvnduv PIN:

• t En /4 NAME AND ADDRESS

Driver' a license (w/

ARIZONATl\lolCnplckty:

EMPLOYER NAME AND ADDRESS

IO T o w
l b Numbira
ID Itwld By:

ID Issuing Locailon:
ID lssw One:
ID Ewbubo'
10 T o w
£0 Nor bar:
no lswud By:
ID lswlnu Landon:
ID [Aus Dao:

ID explranlons
Vuwicaxhn:
vmqw ldvr\ti¥ln:
EMII! Addfusx

Tn ID Nvmbol:

D510 d Eklh:
Princely FY1¢nl:
8owndlry Phone:

» » - .
l I I P

Document Discrepancy z

r DESIGNATION. tHe Fou.owlnG asusrncunvcnssn Aus o£s1GnA'seu:
RICh¢ck ll uppilclblc) bedgnWon my Mvuutlun al Dlnsfidly ll otlwud.

1,
3 .

2 .
4 .

6

ACCUUNT nuunzn - 2 8 4 8

9¢°P1'U\¢¢MWI\¢1 8I\Ml~ nu. lm, N98 ws. use. we. we, WW. 1900. 2091. zoom, :Vu mu 1016. :in zone, :too m u i l 5A I \ !  u mm h a s 70l  a
MMK MWMM
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TO: NAME AND ADDHESS OF FINANCIAL INSTITUTION
F i r s t  F i d e l i t y  B a n k
Gr eenway-Hayden
1 6 2 7 7  n or t h  G r e e n w a y  H a y d e n  L p
S c o t t s d a l e ,  A s  8 5 2 6 0
4QI3

FROM: NAME AND ADDRESS OF ENTITY

S h a d o w  B e v e r a g e s  a n d  S n a c k s  L L C

I Z

n *

-

DATE:

o Cwllilm twvlunlynlusxlne. 100l-w1u dig sxsauuwua hay loll

Ume this Resolution of Coqronrloh, Perrnorslwu and LLC: to document the granting of Deposit audwrliy by the governing body of the buslnoaa
ontlxy to epecllled lrtdlvldunll- This form may Bo and by legal entitles, such as corporations, pretssslonal oorporatlona. consul partnerships
lhnltori parlnershlpe, limited llohlllty partnerships, and lmnnd llublllty oompanlos.

Words or phrase: preceded by a are applicable only if the Le marked.

I unify that I am a WW and legally elected/eppolnted, qualltlod represometlve and trooper of the records l'Desl9mted Repreesntatlvr) of/for the
legal entity l"Entlly") named above, that the following Ia u true and complete copy of a Resolution duty adopted at e meozlng al the govornlnq
botlv of :he Entlw had on the day of in accordance with law and the governing
documents at the Entlw. and What my delivery of this Resolullon to Flnaradal lnstiturlon cerxlfloe to Financial lnetllutlen that ouch Resolution In still
in lull force and reflect.
T m  i s  a  x For Protlt Nonprofit Entlly.

re IS rtssoLve1> THAT:

The following deeorlbod olfleore, members, managers, partners, employees, designated parties or agents of the Entity referred to below as
"Authorized Partlea', whose names and slgnetures appear below, are authorized for and on behalf al the Entlty to to have the lollowlng Indicated
Powers as contelnod In this Resolution:

DEPOSITORY ACCOUNT. Open and malntoln the depository accountltl lndloatod on Page 2 In the name of the Entity
sutslsct re any terms and oondllrlone governing the acoountlxl, lnoludlng:

[3] LOGKBOX. Enter ma a Lockbox Agreement with Financial lnstI\u\lan and exercise all riqNu and be sublsct to all
reaponsiblllllss under the Agreement.

13] DEBIT CARD/ATM CAno. Apply for, receive and ut1\ize dall cards, automated letter machine cards. or other access
devices m oxsrcisw those Powers auxhorlzed by this Raso!u!k>n or other Resolutions then In effect.

EQ NIGHT DEPOSITORY. Enter into a Night Depository Agreement wlxh Financlai institution and exardsa nil rlghla and be
subject to all responslbliltlaa under the Agreement.

[3 OTHER AuTHonl1y. describe:

Further, this Rnsolutlon comlnuea on Page 2 al sols document, and all at the power and authovhy granted are \ncalpora\ed in this Resomzlon

x

x

SAFE DEPOSIT BOX.
removals from Box(es).

CASH MANAGEMENT, Enter into a Cash Management Agxsement with Financial Institution. and exercise all rights
and be subject to all respondbilliies under the Agreement!

4. Transfer funds loom the socounils) In Financial Instlwtlon so any amount whathev or not hem oz this
Flnanolal Institution and whether or we held by this Entity:

6. Transfer funds w the accountla) In FManelal institution from any account. wheihev or not held ax this
Financial lfwlltutbn and whether or not haw by Mis Emlty;

a. Make withdrawals from the mountie) in any manner permitted by the accourw(s):

6. Approve, endorse, guarantee, and Identify the endorsement of any payee or any endorser o f  a n y  A 1 1
negotiable Inetrumem, check, draft or order for the paymsm of money whether drawn by the Entity or
anyone else and guarantee the payment el any negotiable Instrument, check, drew, Er order lot the
payment al money; and

1. Make deposits to the ac<:ountls);

2. Endoraa for nagotlatbn, negotiate, and receive the proceeds of any negotiable Instrument. chock, draft
or order for the payment al money payable to or belonging tn the Entity by wrlt\ng, stamp, or other
means pormlttod by this Resolution without the daslgnetlon al the person endorsing;

8. All al the above,

7. Delegate to others the authority to approve, endorse, guarantee, mud ldomliy the endorsamsnt of any A11
payee or enroller on any negatlablo lnatrumam, chuck. draft, or order lot \he payment of munoy and to
guarantee the payment of any such negotiable instrument, creek, draft, or order fur the payment of
money.

Loans a Safe Dorroah Bodies) wllh Financial lnstltkzn, make lnspwtlons of, deposits to and
and exerclso all ghta and be lab ac! to al! respcna Uixias under the Lease.

R ESOL U T I ON  OF  c o R p o n AT 1 o n ,  PAR T N ER SH I P  &  L L C S

ACC009884
SHADOW-8507
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NAME AND TITLE SIGNATURE UMITATIONS

1-samuel A Jones
OO A/9

COUNTERSIGNEBSJ 'l

2~George Martinez
P old ml' x. /I/ CGUNTERSIGNERS:

3'Robert M Korie
own

we
r

x COUNTERSIGNERS:
4.

x counTsnslanEns=
5.

x COUNTERSIGNER8 :
s.

X GOUNTEHSIGNERS:
7.

x ¢QUNTER8[QNER$,
a.

x COUNT€R8lGNER$ :

M I s

RESOLUTION APPLIES TO (check all that gppiy); ALL ACCOUNTS
[I SPECIFIC ACCOUNTS ACCOUNT NUMBER(S)'

SAFE DEPOSIT 80X NUMBER(S):

SIGNATURECERTIHCATDON. I certify that the foregoing arenames, tlltes, and genulnasignaturesof the oufrontAuthorized Parties of the Empty
authorized b ho above Rssaluton
IN WIINFSS EREOF hay dbsd my name as Daslgrmtod Representative of the Entry on the date shown blow

GNAT TQEP
Shadow'Beverages and Snayéks LLC

.z/17 /»?0/?
D TE

IY 18 FURTHER RESOLVED AB l=ou.ows. the Entity certifies to the Financial lnstltutlen that:
• Unless specifically designated, each of the Authorized Pertlee whose elgneture eppeare above may sign without the other's)

e Fecalrnile Signatures. (Select H applleeble): The Flnenclal institution ll authorized to honor fecelrnlle and other non-manual signatures
and may honor and charge the Entity for al rwgotlable Ina trumenta, checks, dralta, and other orders for payment of money drawn in t o
name of the tintlty, on its regular aooouma, including an older lot electronlo debit, whether by eleMronlo tape or otherwise, regardless of by
whom or by what moons the lacslmlfe signature or other non~mar\ual signature may have been affixed, or electronically communicated, If
such tacelrnlla clqneture resembles the specimen atleoheU to this Reaolutlon of filed with the Flnenclel institution, regardless of whether any
misuse of a epeolmen or non-manual elgnature is with or wltheut the negligence of the Entity. The Speclmerr Feosimlle Signature Exhlblt
attached is lhcorporeted into OnO la an Integral pert al fla Reaolutlon. Entity lndemnlllea the Flnanclal lnslltutlon for all claims, expenaea. and
leases resulting from the honoring al any signature certified or refusing to honor any slgneturo not ea certlliedl

e Ah used herein, any pronouns relative to the slgnare for the Entity shell include the masculine, lemlnlnc, and neutral gender, and the slnguler
and plural number, wherever the context so admlta or requires;

o

•

All Items dsposlted with prior endorsements are guaranteed by the Emlen:
All hams not teeNy endorsed by the Entity may be returned to the Entity by the Flnanclot institution ox, altamntlvsly. the Flnanotal lnstttutlon
la granted a power of attorney in relation to any such Item to endorse any ouch Item on behalf of the Entity In order to fucititate colleotlon

Financial institution shall have no llabmty tor any delay In the prosontmant or return at any nogotlablo Instrument or other order for the
payment of money, that Is not Pf°p=f1v endorsed;
Financial lhstitutlon is dirootod and authorized to act upon and honor any withdrawal or transfer instructions issued and to honor, pay and
charge to any depository account or accounts al the Entity, all checks or orders for the payment of money so drawn whom stoned oonslstont
wllh fla Resolution without lnqulrb-rg as to the dlspolltlon of the procoads or the clrcumstoncos surrounding the luuanoe at the check or the
ardor for the payment al the money lnvolvod, or order for the payment al money are payable to the order al
endorsed Or nogotlotud by any one or more al the Authorized ,
whether they are deposited to the individual credit of or tendered in payment al the Individual obligation of any one or more of the Authorized
Parties signing them or of any other such party or not;

whothsc such checks . or
Portion signing them av such party In their lndiWéual oapaahlns or mol and

l

I

Financial lrwtltu!\on shall be indemnified for any claims, expenses or losses resulting From the honoring of any signature cerzllled or rsfuslng
to honor any slgnaxure not so cartliled; and

Notwithstanding any mudillcatlon or tovndnation of the powux of any Authorized Party of the Entity, this Raaoiutinn shalt raman In full force
and bind the Entity and Its legal reprosenta\\ves, successors, assignsos, fecalvors.
signed by,or on behalf of, Me Entity shall have bean rscelved by the Ftnencld Institution.
act km iakars by You Flhancial inaticution prior to rocslpt of ouch tunica In reliance on rhls Bswlutlon .

trusioes or asdgne urwlll written nozlca to the oomrary
and that receipt of such notice shall no! ntfsct any

Additional commentsor Instructions :

e Cinxbhl0l¢r¢:hv¢o91uI\l» w. UU! . Ono l1wilsaAu\1w4\rn»2»n
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NEW ACCOUNT INFORMATION
shadow Beverages and Snacks LLC

x REPLACEMENT

omen ay BE OMLRNDER
TEMPORARY

DATE 10/01/08
~..

Flnancla! !nstltu!Ion Name And Address

Fi rst  Fidel i ty Bank
Greenway-»Hayden
16277 North Greenway Hayden Lp
Scatztzsdale, AZ 85260

403

! 6023ACCOUNT human
Accouter T.u»4.

ACCOUNT INFORMATION
AMOUNY or ozrosnr 9 rum 4 SAA5153
e m s  o r  A c c o u n t  S h a d o w  B e v e r a g e s  a n d  S n a c k s  L L C

-_--..»

A s
o w u s a s u w r v r e  L i m i t e d  L i a b i l i t y
»=»ouucT NAM: C o m m e r c i a l  M o n e y  m a r k e t

dl of ocndudbya 1rll5lplicab1!onylllb¢ X lnnmizcd.
•

BUSINESS ENT!TY INFORMA TION

susnusss NAME AND ADDMSS
Shadow Beverages and Snacks LLC

ASSUMED NAME IF on/A

no

ausmss HLING STAT¢ AR

w a v nucumsrn

use FILNG DATE

nuns exru\A1lor4

oAT: es1AausHeo

NATUM OF BUSINESS

PRIMARY LocA1von

RESOLUTIUN DATE

e-t.1AIL AUDRESS G e o r g e s

FACSWILE AUYHBWZATWN ON Flu yes

UMITED LIABILITY COMFAIIY TAX c1Assu=1cAnon

BUSINESB :names IN INTERNET BAMBUNG' [3

' ll ham Is chsdud vs :Mn p¢ovld» rvldunco M auwomy no lngago in lnvind Gwnblrsg.

couucr NAME

CONTACT TITlE

CDNTACT PHOWE

OTNER

to backup with

av other U.S. p ona.

am no longer

I om a u .  ch Taxpayer Identification Number:-

TAXPAYER IDENTIFICATION NUMBER cI:nTu=IcAT1on

Uncles penalties of perjury, I certify that:
1. The number shown on this form Is my correct taxpayer Identlflcadon number (or I am waiting tor n number to be Issued to mo), and

2. I am not subject xo backup withholding because: (al I am exempt from bsokup withholding. or (bl I have no! boon notllled by the Internal Revenue
Service (IRS) I.hatI am subject to backup w hholdlng ea a result of a faliura to report all Interest or dlvidands, or ac) the IRS has notilkd me that I

dl (Notice: If you are sublunt to buokup wlllvholdlng, crass out this llrssl, and

2%7 /2
DATEandsIG RE 8 w Beverages

_ - I

meta LLC

m1a5140
ADUITIONAL TERMS
updated signers, This card supersedes all others 2/8/2012

,-
I

4|

IMPORTANT lnpotwlAT lcn ABOUT pRoceounEsT6ia op?l3r4e A NEW ACCOUNT. To M99 aha government fight the funding of !B=rro1 Sm a
money laundering eznlvlUes, Fsdaral law raqulres all flnnnolul lrnsxlunlons lo obtain, verify, and record information that identifies each perren who opens

an account.What this moans lot yous When you open an account. we all! ask for your name, address, date of birth. AnN other lnlormatkln that will allow us to

l Lil v e v also ask w we ur drlvor's llconse or other identifying documents.
4| an

in connection

AcxnowL£t>omsnT , By stgntng this document. the undersigned aoknowtedge that they have opened the typo of oosount designate a vo, a
have raoolved, understand and agree w be bound by the terms of the Account Agreement for that account typo. The undersigned certify the! all
information provided to the institution Is true and accurate, It Thu is a consumer account, the untlerslgnad ooknowtodge rooelpt, where applionbta, of on
Account Disclosure and Eteotronic Fund Transfer Agroemant. The undersigned o\so acknowledge receipt, where appltosbto, al this lnatttutton's Funds
Availability P0llcy and Prtvooy Policy. If this account ts opened In the name al the business entity, as signers are acting on behalf of the business
entity. All signers authorize this tnstltution to make tnqutrlas from any consumer reporting agency, tnckrtiing o check protsctton service.

1

Tl!! re Bo WYAuf 810
Tmc: COO

x

idemz//7/5°/
G t i

Autiwvlzod Smear Only

4/,///1
A  J o n

Tun: CFO

w e Ne z

71119.

I or susunuaes neousaem 1

AulmvllW Slgrvur

..... - -

- . . -

....X'M
a m u

izo3eru M Korie

3 x

Wcenvhu Wwillu By num. In. ans. 7094. ans. um. w e,  ms ,  um,  I w o . zoom, 1101. nos. Ann, zoos,IUGI1.MGI.: a v e  w e  w u  ( w u » Pay I cla

. l.~.
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owumxlfausva 11 NAM! AND Aooazss ,
S a m u e l A  J o n e s

CT

vmulcovochva c o o

£MPLUVER NAME AND A00888$

us

ID Typo:

ID Number:

ID band Ly:

ID lssulrlg Knotuvm

ID laws 080:

Io FlplrWon:

lo Typo:

10Nu rnbuz

ID Ixwud Ly:

ID lswhwq Location.

ID lusuo Duo:

ID Exwlliwn

VurH14u4lon:

UMM uumi lw-

¢~M|1| AWvml samuel

Duo as Birth:

Pikmify Fhenc:

Snood Phnnlz

r1ver's license (w/
owmIsxnnen la NAME Ana Aunafss

George Martinez

Az

ywolCll\aclty: P r e s i d e n t
ENMOYERrAms AND A008895

ID Tyvlz

ID Nunlwr:

ID Issued w

ID lssuhu LoeWanz

10 mum Dis:

ID txnwuuluvu

of Type:

ro Number:

DD lleued BY:

ID lwllnq Lnculonz

ID lawn Duo:

ID Exwox\on:

Vulftmlon:

Ul\l¢lOl ldumilwtz

E-NaNAd¢ms: george

Tax 10 Numbavs

Don al uhsku

PrhnlvV rum:

wane Phone:

NAME Aw ADDRESSownauaaeuea IJ

Robert M Ko r
Drivex"s license (w/

AZ

:R a

Tel¢fClvu¢lw= C F O
zmnovsn NAME AND Aooasss

S h a d o w  B e v e r a g e

d o r t

ID Typo:

IDNumber:

10luwW So:
In \uul4'u Loc non'

LU \sao Dm:

xo ExWadon:
lo Than

ID Nvuuhr
ID lswud Bvx
ID ISIW19 Loc Mun:

ID lawn Dow:
nU Exdut on:

Vulflomsnz
UnlwuIcmttflv

E~MIN Ad4lul'
Q- -- . . »

To IO Nimbi:

Due d slrlh.

Pflruvv Pham:

EQCNWUY 7710001
I

uwuuusaauen 14 NAM: ANO ADGRESS
D r i v e r ' a  l i c e n s e ( w /

ARIZQNA

1l1\l£lpl¢Hy:
EMPLOYER NAME AND wnntss

\D Tvv°'
ID Numbs

no !sl>\1¢d By:
ID Iswhg Locnlon*

ID lugs Dm:

ID Explosion:

ID Typnz

no Nulvbnz

lo Issued By;

ID lnulm Loeltlons

lo lawn Dam

lo Exdrvuon'

Vl!1RmNon:

vw-w- tdlmltiu.

:mun Addrlti:

Tax no Number

Dao al Both:

Prlmsfy Pham:

$s¢cndmy Phvnv
. _ -

v'£|=ur|cA1¢'6n 1 ?oLLuw~up
D o c u m e n t :  D i s c r e p a n c y  z

-
(Chuck u qwlmbld UWanauon and Rvvxdiovl d Bonetkhry 11 mum

2.
4.

a:£erlclA»4v.ucs»o1w\or4. THE FDLLOWING BEHEFICIARYUES) An: osslanneos

\ .
3

AC uounr owner - 6 0 2 3

°¢»u»wv~1 Cunviuln Win- ln. we. WN, mi. ml. we, nm, Mn. too. mnwuinu mu, 2005. nu. II!!,2¢10i rnuuslsaau llm0® hp! no
wv~u~wl4¢l"1i°'l»¢°»'*
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Tb; NAME AND Abonsss OF FINANCIAL INSTITUTION

F i r s t : F i d e l i t y  B a n k
Greenway-Hayden
16277 North Greenway Hayden Lp
Scottsdale, AZ 85260
Af\'l

FROnt NAME AND ADoResSoF ENTITY
Shadow Beverages and Snacks LLC

4 7_

ll

» I

RESOLUTION OF c0Rp0RAT]0n, PARTNERSHIP & LLCS

DATE:

I

r

Use this Resolution al Corporation, Preen/dp and LL Cs to document Thu grentlng of Depoell euthorlty by the governing body al the buelnees
entity to epeoMed lndlvlduels. Thls term may bl and by legal entitles. such is corporetbm. professional oorperetlons, general partnerships.
limited pertnerehlpe. llmltod llebllty pertnerehlpe, and lmltstl liability eornpenlea.
Words or phrases preceded by e O are eppllceble only If the X is marked.

| verify-fhet Lem a duly and tegew elected/appointed,-quallaed representative and keeper of the rewrde l'Dedaneted Ropresentetive") eflfor the
legal enmity l"Entlty"l named bow, that the lollowlng la a the and complete copy of e Hesdtnlon duly adapted nr e meeting al the govemlng
body of the Enthv hedi on the day of in eocorderlce with law and the governing
documents al the Entity. erl that my delivery of tale Resolution to Flnendel institution oertlllea w Flnenclel lmllrutlon that such Resolution Le still
in full force and elfeot.
Tels is a @ Far Proilt Nonprofit Entity.

IT Is ne8oLvel> THAT:
The lollowlng described officers, members, managers, partners, employees, deslqnated perlles or agents of the €ntlty referred to below ea
"Authorized Parties", whole names end slgneturee appear below, are eulhorlzed for and on behalf al the Emily to lo have the following lndlceted
Powers es conteinW In this Resolution:

x DEPO8lTORY ACCOUNT. Open and melnteln the depository eccountlsl indicated on Page 2 in the memo of the Emlty
subject to any terms and condltlone governing the ecooumlsl. lnoludlng:

1. Make deposlte to the accountle); A11

Aukhodud pan lf

2 .  E nd or s e  f o r  ns g o t la t lon ,  neg o t ia t e ,  and  r ac s wo  t he  p r oc eed s  o f  any neg o t iab le  lns t r um s n t .  c hec k ,  d r a f t ,
o r  o r d e r  t o r th e p aymen t  o f m o n e y payable t o  o r  b e lo n g i n g  t o th e Emi l y  b y w r i t i n g .  stamp ,  o r  o th er
m e a n s permi t ted by t h i s Resolution without t he d as lg net lon of the Peru-on endorsing;

A l l

8 ,  M a k e  w i t h d r a w a ls f rom t he aovount t a) In  any manner parmlttcd by the scoount t s ) : A l l

A l l4.  Transfer luffs from the aocoun&(s) in Flnanolsl  Insti tution to any account whether or not held at this
Flnonclal Institution and whether or not held by this Entity;

5.  Transfer funds to the acoountls) In Financial  Insti tution Iron any account whether or not held at this
Flnanolal Institution and whether or not held by :he Emmy;

A l l

6 .  A p p r o v e ,  e r x i o n e . g u aran ty.  an d  l r i en t i f  y t h e  e n d o r s e m e n t  o f a n y  p a y  a c  o r  a n y  e n d o r s e r  o f  a n y  A 1 1
nagotlubia Insuumsnt, c hec k , deal t  o r ardor for the payment cf  money w h e t h e r  d r a w n  b y  t h e  E n t i t y  o r
an yo n e el se an d  g u w an to o  th e p aymen t  a l  an y n o g o t l ab l e  I n st ru men t ,  ch eck, d w e lt ,  o r  o r d e r  f o r  t h e
p a ym e n t  o f  m o n e y; and

7.  Dstag ata  w  o th ers  th e au th o r i ty  to  ap p ro ve,  en d o rse,  g u aran tee.  an d  I d en t i fy  th e srvd o rso mo n t  o f  an y Al l
payee or endorser on any negotiable Instrument,  check, draw, Ar orcier for Qhu payment of money and to
g u aran tee th e p aymen t  o f  an y su ch  n eg o t iab le In st ru men t .  ch u ck.  d raw ,  o r  o rd er  fo r  th e p aymen t  01
mo n ey.

B .  A H a l t h e  a b o ve . A 1 1

13]  SAF E DEPDSI T  BO X.  L ease a Safe Daw si t  Bo xtes)  w i th  F i n an ci al  I n at l tu t i q n ,  make i n sp ect i o n s o f ,  d ep o si ts  to  an d
removals from Boxlos),  and exafciss all  rghtv and be subisct \o all  rosponalbihUes umiak the Lease.

A l l

A l lE t  N r S H T  O E P O S I T O R Y .  E n t e r  \ t o a Night Depository Agreement w i t h Financial lnathutlon and exercise all rights and be
subject to all respanslbllltles und er  t he Agreement.

[ 8 ]  L O C K 8 O X . E n t e r  i n t o  a  L o c k b o x  A g r e e m e n t  w i t h  F i n a n c i a l  ln w z u r w n  a n d exerclsé al l r i g h t s  a n d  b e  s u b j e c t  t o  a l l
r espond b i li t ias  und er  t he Agreement .

A l l

[ g t  D E B 1 T  C A R D I A T M  C A R D .  A p p l y  f u r , vwcelve and  ut i lize d ebi t  card s ,  automated teller machine cards, or other! access A l l
d evices  t o  exerc ise  t hose  Powers authorized by t h is Resolution or  o t he r ResMutians t han in  ef iucl .

X CASH MANAGEMENT.  En tsf  In to  a Cash  Management  Agreement  w i th  F inancial  Inst i tu t ion ,  and  exarciae al l  r igh ts
and be sat:]ac\ to all  reaponslbNities under the Agreomem

A l l

[ i i  O T H E R  A U T H O R I T Y -  d e s c r i b e :
A l l

Functor. this Resolution continues on Page 2 of this documanl, and al! of the power and authority granted arc Incorporated in this Rasdutlon.

c 91ViI9lNU=¢WliI'v° Immune l\l.2GOU~'lOlU llilliiillll l\NU4M9» we
www:-vlwcxysivnuwn
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COUNTERSIGNERSB 1

LIMITATIONSNAME AND TITLE

1-Samuel A Jones

2'George Martinez
P i d n x COUNT ERSIGNER8!

3~Robert M Kcrtze
p

v',f
coun1enslenans=

4.
x COUNTERSIGNERS:

5.
x coumeaslanmm

B.
x COUNTERSIGNER5:

7.
x COUNTERSKGNERS:

e.
x COUNTERSIGNERS :

q 4 1

RESOLUTION APPLIES TO (check all !he\ wvi vl : ALL ACCOUNTS

[ I  8 P E C l F I C ACCOUNTS ACCOUNT NUMBER(S):

IT IS FURTHER RESOLVED AS FoLLows. the Entlty oertffles to the Flnmclel institution that:

• Unless speolflcetly deslgneted, each of the Authorized Partles whose alpneture appears above may sign without the orhertsl;

• Fecllmlle Signatures. (Select H applicable): ET The Flnenclel InstItutIon is authorized to honor fecelmlle and other non-manual elgnttturee
and may honor and charge the Emily For el neqotlable instruments, checks, drafts, and other orders for payment of money drawn in the
name of the Entllty, on Its regular aocountc, Including an order for eleetrortlo debit, whether by electrortlo tape or otherwise, regardless at by
whom or by what means the facsimile slgneture or other non~manud signature may have been affixed, or electronically eemmunleeted, ll
such facelmlle signature resembles the specimen attached to this Resolution or filed with the Ffnanclul lrustltutlon, regardless or whether any
misuse of a specimen or non-manual signature Is with or wlthour the negligence of the Entlty. The Speclfnen Fecslmlle Slgneture Exhtblt
stteolted is Incorporated into and is an integral pert at tale Reuolutlon. Entity IndemnItIes the Flnenclul Inatftutlon lot all claims, expenses, and
losses resulting *From the honerlng of any elqneture certllled or refusing to honer any slgnnure not so oartlfted;

e Ah used herein, any pronouns relative to the elgners for the Entlty shall Induce the rrtasoullne, feminine, and neutral gender, end the tlnguler
and panel number, wherever the context so admin or requires;

SIGNATURE CERTIFICATION. I certify that the foregoing are names, titles, and genuine signatures of the current Authorized Paulus al the Entity

authorized b ho Abe~ve Reaolulon

IN WlID¢€SS HER€(JF, I hay/sub§{ribed my mama as Designated Ropreasruutlve of the Entity on the date shown Bulow,

VL
IGNAG 4

shadow Beverages and s

Additional aommenns or Instructions :

•

•

I

•

I

r Cwizln ¢wvlwvvzn81xlnxl'~LNIJ9-2019 IT\ll5lcl8l?H004Ihil2\i2

All loams doposlusd wllh prior endorsements are guaranteed by the Entity;

All tram: not clearly endorsed by the Entity may be returned to the Entity by 1M Flnanclal lnstltuilon or, alternatively, the Financial lnstllutlon
is grunted a power al attorney in relation xo any such Item to endorse any euoh Item on behalf of the Entity In order to facilitate colloctlon;

Financial institution shall have no llsblllty tor any delay In the presentment or return of any nsgotlable Instrument or other order for the
payment of money, that is not prvpsrly endorsed:

Financial Inetltutlon is directed and authorized to act upon and honor any withdrawal or transfer Instructions Issued and to honor, pay and
charge to any depository account or accounts of the Entity, all cheeks or orders lot the payment of money so drawn when signed consistent
with this Resolurlon without inquiring as to the dlsposltkm of the proceeds or the olrcumstancea surrounding the Issuance of the ohoek or the
order for the payment of the money Involved, whether such decks or orders for the payment at money are payable to the order of, or
endorsed or nqloheted by any one or more of the Authorized Parties signing them or such party In they Indtvlduel capacities or not, and
whether they are deposited to the Individual credit at or tendered m payment al the Individual obllgatbn of any one or more of the Authorized
Pertles dgnlng them or of any other such party or not;

Fbnenolel Instltu\Ion shall be Indemnltied for any ctelms, expenses or losses resulting from the honoring at any signature cert red or retwsing
to honor any signature not so certltted; and

Notwllhstandlrq; any modfflcstlon or tafmlnatlon of the power of any Authorized Party of the Entity, this Raeoluxion shall remain In full force
and bind the Entity and its legal roplasantatlvos, ouocsuson. aulgnaes, rocelvara, trunaas of asslgno until written muon to the comfary
signed by, or on behalf of, the Entity shall have bean xocdvad by the Flnanolal lnstlwtlon. and that ocelot al such notice shall not affect any
action taken by the Flnenclel Institution prior to recolpt of such notice in rellanco on this Resolution .

'SENTRTIVE

ACC009929
SHADOW-8507
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Wells Fargo Bank, N.A.
Subpoena Processing Chandler
PO Box 29728 S3928~020
Phoenix,AZ85038
Voice: (480)724~2000

BUSINESS RECORDS DECLARATION

1, Connie Mitchareune, declare that I am employed by Wells Fargo Bank, n. A. ("Wells Fargo") in the Legal Order Processing
Department and am a duly authorized and qualified witness to certify the authenticity of the attached documents and/or
information produced pursuant to the legal order. The Bank reserves the right to designate another Custodian as it deems
appropriate in die event an actual appearance is required concerning the records produced. I certify that the attached records:

A) Were prepared by personnel of Wells Fargo in the ordinary course of business at or near the time of the acts,
conditions or events described in the records; and

B) It was the ordinary course of business for Wells Fargo employees or representatives with knowledge of the act, event,
or condition recorded to make the record or transmit the information therein to be included in such record.

The records produced are described as follows:

Case No: 11677433

Document Type

Statements

Signature Cards

Signature Cards

Statements

Statements

Signature Cards

Account #

XXXXXX8254

XXXXXX4679

XXXXXX8254

XXXXXX6698

XXXXXX4679

XXXXXX6698

Paper
Count

34

7

4

15

58

6

Total
Copies

34

7

4

1 5

58

6

124Total Copies Delivered:
Additional comments: Unable to locate any accounts in the name of Lucio George Martinez. Unable to locate account
-0248. Unable to locate any loans and/or safe deposit box. Production limited to statements, signature cards, Know Your
Customer per requesting party.

I declare under penalty of perjury under the 1aw(s) of the Mate ofAri2.ona that the foregoing is true and correct according to my
knowledge and belief. Executed on this 21st day of April, 2o15, in the City of Chandler, State of ARIZONA.

w |' n ,gll..l\""""""'

Subpoena Processing Representative (480)724-2000

Image copies of requested transactions may be missing for the following reasons: Items not imaged, oomipted, blank, damaged, destroyed or not available,
ire:m(s) piggy-backed, electronic transaction(s). If the legal order requests certain types of loan information and other non-depository information, it was
forwarded to other departments for compliance.

EXHIBIT

ADMI D

Case No: M 677433; Agency Case No: 8502

Page 1 of 1
ACC000481

f .
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* I

Wells Fargo Bank, N.A
Subpoena Processing Chandler
PO Box 29728 S3928-020
Phoenix, AZ 85038
Voice: (480)724-2000

BUSINESS RECORDS DECLARATION

I, Jesse Plumb, declare that I am employed by Wells Fargo Bank, N. A. ("Wells Fargo") in the Legal Order Processing
Department and am a duly authorized and qualified witness to certify the authenticity of the attached documents and/or
information produced pursuant to the legal order. The Bank reserves the right to designate another Custodian as it deems
appropriate in the event an actual appearance is required concerning the records produced. I certify that the attached records

A) Were prepared by personnel of Wells Fargo in the ordinary course of business at or near the time of the acts
conditions or events described in the records: and

B) It was the ordinary course of business for Wells Fargo employees or representatives with knowledge of the act, event
or condition recorded to make the record or transmit the information therein to be included in such record

The records produced are described as follows

Case No: 12322700

Document Type

Wire Request

Account#

XXXXXX4679

Paper
Count

Total
Copies

75

XXXXXX4679

Returned Checks-Dpt item XXXXXX4679
The return item charge on 10/15/2014 was a result of a deposit being
returned. No image available

ACH XXXXXX4679

ACH XXXXXX4679

XXXXXX4679

XXXXXX4679

Returned Checks-Dpt item XXXXXX4679
Account 4679, Return Item Charge Amount: $2,900.00, Date
10/09/1

Checks/Debits

Deposits with offsets

Returned Checks-Dpt item
Account 4679
check #
date: 12/18/14
amount: $19,000.00
return item charge on 12/23/2014 is the returning of the deposit on
12/19/2014 for $19,000.00 no image available

Total Copies Delivered

EXHIBIT

Case No: 12322700; Aqencv Case No: Not Provided

Page 1 of 2
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I declare under penalty of perjury under the law(s) of the state of Arizona that the foregoing is true and correct according to my
knowledge and belief. Executed on this 13th day of June, 2015, in the City of Chandler, State of ARIZONA

Lena Processing Representative (480)724-2000

Image copies of requested transactions may be missing for the following reasons: Items not imaged, corrupted, blank, damaged, destroyed or not available
iterr1(s) piggy-backed, electronic transaction(s). If the legal order requests certain types of loan information and other non-depository information, it was
forwarded to other departments for compliance

Case No: 12322700; Agency Case No: Not Provided

Page 2 of 2

ACC008692
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Document Type
Signature Cards

Statements

I, Charlene Hilton, declare that I am employed by Wells Fargo Bank, N. A. ("Wells Fargo") in the Legal Order Processing
Department and am a duly authorized and qualified witness to certify the authenticity of the attached documents and/or
information produced pursuant to the legal order. The Bank reserves the right to designate another Custodian as it deems
appropriate in the event an actual appearance is required concerning the records produced. I certify that the attached records:

Total Copies Delivered:
Additional comments: Unable to locate account ending 0248. Unable to locate accounts ending 6698 and 8254 within time
frame provided.

I declare under penalty of perjury under the law(s) of the state of Arizona that the foregoing is true and correct according to my
knowledge and belief, Executed on this 2nd day of February, 2016, in the City of Chandler, State of ARIZONA.

The records produced are described as follows:

" .m-

A)

B)

Were prepared by personnel of Wells Fargo in the ordinary course of business at or near the time of the acts,
conditions or events described in the records; and

It was the ordinary course of business for Wells Fargo employees or representatives with knowledge of the act, event,
or condition recorded to make the record or transmit the information therein to be included in such record.

Account #

XXXXXX4679

XXXXXX4679

BUSINESS RECORDS DECLARATION

Case No: 14602333

Wells Fargo Bank, N.A.
Subpoena Processing Chandler
pa Box 29728 S3928-020
Phoenix, AZ 85038
Voice: (480)724-2000

Paper
Count

Total
Copies

5

30

35

Subpoena Processing Representative (480)724-2000

Image copies of requested transactions may be missing for the following reasons: Items not imaged, corrupted, blank, damaged, destroyed or not available,
item(s) piggy-backed, electronic transaction(s). If the legal order requests certain types of loan information and other non-depository information, it was
forwarded to other departments for compliance.

EXHIBIT

S-93
Case No: 14602333; Agencv Case No: 8507 ADMITTED

Page 1 of 1
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NewAcccunt Ki1:
i b z 0 1 1 0 4 o 4 -  0 0 0 5 7 6 9 2 0 5

Au:ounl1 Pmdwt Name

[§g53.1.¥zed Business Checking
COlD: Pfoductr Account Number:

tw- .,lD9»._. 4.672

BankNnmn:

lW981..§. 1`..F.92 B a n k  ,_!'_:
BanlieiName:

IDONOVAN BUTTON

haulmPhone:

lf!80_{79.5.7 9.922_

To help the govurnmaftt light me1uimm9 of tefrodsm and money laundering activities. U.$. Federal taw reqWms financial tnsututionsloobtain. verily, um record inlcfmalion that
tderwites each person tindtvlauals and businesses) whoopwuanaccount.What this means for you- When youopananaccount. we li ask rayoulr name, uldrvss. Cate of blah and

other In{ofmMon that wttlWowus to ldantifyyou. Wu mayntsoask wseeywr6fIvef's tense ornvwn kiunlftying cWcumwts.

Business Account Application

New Account  informat ion

x  New Depos i t  A ccount ( s )  Onl y

I |

Slam Number:

._]0089.6

[Q] New Deposit Account(s) and Business Credit Card

Wofmgvwow-
_}$1o0.o0

Sum Name:

_.IA h w a t u k e e

Ollie/Poulfcilo Number

1P 6 6 9 8  _

Banks Ml:

1 0 0 0  ' 7 3 2 4

Dale'
_lg§! 3 1 _ / 2 0 1 1

Bankernuc-
_.|s3 8 1 2_- .011

Iypudiundx
[WIRE

404444nv*h¢\l\*¥

m l .elul uwlu I vb

Oahu Related Cuslunwf Numb:

Authorized Signers

8:1-sinass Numb:

l81-IADOW_._BEVERAGES non_ s1~mcxs_, HLLC wwmwFm
l 4 m * - » - - - _u w 9 v»~ -: QQ-94 y Q 9

Asnhnrizud Signer Namc{s}:

RICHARD lar-1Rozowlcz

_ l* * U \ RTIN__EZ* _____ I  - 1  V t u- 4 I ll* 9 on 1 uunaa I l l vvvn nu--r-nvwvuuuu as- 444wh9

sAme_x i . A  J o n e s

a-nnas

EXHIBIT

$+E3*f
B8G2307 (5-11 SVP)
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1

$

lnnauvw. - . _m -*4-

Bank Ur Only
NamllfnlityVuiklldnt
l_Ar_§.§_1ea of Organization
Dueumnnt Flllng N\l¢l1barlOcia1nllun!
L "  1 4 6 6 1 1 0 2

Country Rf Rsglstinllon:

us_
lnuetnez Gamming Msiless

Sails Martel:

ILOCAL .
Primary Salle t~

L-- .-.-.......__.
Palmary Countryl'

L_.
hxklsuyz

L A c c o u : n o d a t ; i on  a n d

Dolrriplkin of Business:

Llieverage & snack Service
Major SuppilnnICu»1omuxc
L.-

Due ongunluy Esunnsuea:

196/25/4296
Annual Gross$lk\s:

950,000.00

M i l a n Filuntlal Instlludonz

l

lkssincss Typo:

Limy_t:ed_ _Li a b i l i Ty Company
WslncssSub-Typo; ' T

L.._

llusilvissNamel

S H A DO W  B 8 V 8 R A G 8 g  A N D  S N AC K S , L I E

Talpay4\r\den\flkal.hnN\lnl1nUlN)' T1NTypa:

_EIN

Business information

Namuis) and ln¢om1alk>n Usled on Swwmenlz
l8!-IADOW BEVERAGES AND sn Ack ,  L LC

L»»¢¢-4041 n

Checking Savings Statement Mailing Information

Address Veclflcallnnz

LPBRSQNAL _ __
Filing Couvwyz filing Swear

- - _ I U 8 I A

Slam d !logls\ra\ton~ lntenlational Transacuons-

*_lAz _ - L

Nun~Pfofit;

.l_No__
Nurnbauffmpioyues'

..lL__ 15 ..
Vear5\tus Reporled: Fiscalyoa¢End:

__.L8/3_1/2010 I ___
Numberoflocationx

_ll

Primary Sta\c z

_L _ .
Palmary COUHUY2'

Carena Ownersllfp Since:

F o o d  S e r v i c e s

PIImavy$tatu3:

i .___
P¢imaryCauntvy3.

J

-pv-

__.,_
Street Address'

Gay

e~Ma4l Address:

Website:

Audross Llnc3'

BuslnassFhonss

( 4 8 0 ) 3 7 1 - 1 0 7 1

CollularPhone:

Zlplp0$la4 £0665

Address UM2:

ZIP/Pnscaltude:

hudwss Lines:

Guy

Slatclncni Mai lug Address'

a

BACC Relamnce Number
no -- -Q .. I6_11BAC0495243
FilingDate: Explmlm Dale:
106/.25/2008_____[..._.

Ch8€k Reposting:
. . . _ ___.__l15_<?» -RECORD

44Fax

Pager*

¢i9¢¢¢l Hl»¢lv4onv4449 rownu-sawn. 94994 0 »

v

Bushwss Account Application

Slate:

Ctlunuryz

_LJS

Stale:

IA

Counuyx

IUS

..»..-.-~.. ¢~..... . . . -. . . ._.

-----..~..-¢..

I

1
88G2307 (5.11 SVP) Page 2 of 5
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Business Account Application

Owner/Key lndivid url 1 information

CustomerNamur:

IRICHARD AMROZOWI CZ
F ' lD Descrlptlon:

Posilicnm/Tkkt
ma: IDE ll UQ Dale:it na

Lam _o.13'...*sA1.Es

Check Rtlporiingz

Lao RECORD

nvmuuevn l

PIld1afy l9Typ92
ng-- DLIC ~... .......

PrlmsrylOSl/0tryfProv. Yrmurylbbsuevawc Pei

CA
SecondarylD\'ype' Sveondafy kbbnssIlpUnur

__*__o'1'14lz___r>c:_ _  _ ~__ln4Aa'rsrzcAnD

Second8rylDStn\elC¢wnUy. SmoMifyl8)issue

........¢--Q-.-_ _. _ L
Dow: Socondnl it) rut>nOale:

Ownerlkey Individual 2 information
Cll§ll\l"l-Hgmgg

Lsnzmsz. A Jonas
PMIIIUUTNIUI

l_COO__
ChQd4 Nmlun|ng:

819 RECORD

Pain :are ID Issue Date' Fiinu lo t yalonDa{ *

-.-..,.... an-va-um--4--nn - ~. - ~-»

Pflmasyll) Type: Palmary ID Dwuipliurv

D L I C _______

Prinwry ID St/0uwPwv:

SeconderyfDTyp¢ Secondary Ihbexdpllott

PAS P

Sncondory }0Sts1e/Country Socondafy so Issue Duo:

US---. -_-__-
Secondary IDExpiration Dow;

Ownerlkey lndlvldqal a information

Primary IDDescription:
Customer name'

{S3EORGE_ .MARMNBZ

Pusuiwnuv;

IPRES

chem Reporting
E89 RECORD

PfimwyW lypoc

D L I C ,..

Palmary IUSt/Cvy!?1ov:

A s

Primary lD issue Dow: Prima ID Dale:talion

l \l¥¢¢» lr -umn-1.

Sacondafylifiype' $eoondaty)DUoscrlpUox»:

. O TH R D C [ V I 8 A

SecondarytDSlatW€oun1ay: Seccndafy ID issue Date

I ... .
IDtxoiza»Ua\ Bale

1

BDG2307 (s-11 SVP) - a v e v v v 1 ° : J I V Q 3 J U " V J
Page 3 of 5
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Business Account Applicallon

C e r t i f i c a t e  o f  A u t h o r i t y _ .

Each person whoslgns the 'CanNed/Agxeea Io' mM olmis Appikauon oentnos Mal:

A. The Gustomets use of any Bank dapostt ancuun\, product or wrvlrru war eunftrm the Cusmmarh reuetpt al. and agrumsut to be t»°tnd by,
the Bank's appllcabts he and tnroarmsrton sohaduh and aerrountagreomenr mat rnctudos the ArbhraUun Agraamsm rardav wham any dispute
botwcon am Customer and TM Bunk relatlngta the ttusrnsnws use of my Bank deposit account, produotorsarvtca wm Ba daoldad In an
arbltrutlon proceeding before a neutral arbitrator as dosorlbad In the Arbitration Ag reemem and nut by jury or noun told.

8. Mn person Who algnsthu 'Wlthadlhgreed To' sectfoa of trmtshpldtcntlan or whose name, any apptleabte tlUeand specimen signature qapear in the "Authorized Signers -
Sign nature Capture' sentnrr or this Appltcatlon is wrhcximd on w tum as the Bank may require to'
(1) Enter mm, modify. tavmlruw Md othwwisu tn snymawwr act wt respect toawounts at the Bank arr aweemantswiththe Bank a its atfrllatss ftzraceeunts andlor services

ofrorod by the Bank or its arwiatos (other than rattan or cnadit or loan agreonwnts):

(2) Amhorizc (my signing or utha1vdss)U\s payment ufttams from the Custamsr's ¢w<=unt1») Ilstedon this8uslnessAceountApptketJon (including withcur limltatian lrlylttrm
payabia to (a) the lndlvrduat order d the person who auttwrlned Me Item of (b) the Bank or any rather purser (or the bandit of the person who authorized the Item) and Thu

endorsement or Uepusiteti Items lot doposk. cashing Ar cahealon (sea the Bank's appileabte aceuunt agrewnent for the rhrtnttlons of'tt¢m' and 'Deposited ttsm'):
(3) Give trtstfucuons to the Bank In writing (whether the tnstructkans lrrchnie the manual signature or a slgrratun that pwpuru to be the rawmle or other mocha nkal signature

including a stamp or an Authorizred Signs as the Cuswtnors nmhorizsd signature wtmourmgardwwwor by whom or bywhat means Ar In what Ink color the dgnawro

may have been made or atihred). oratly.by totaphone or by any decuoric means In reg ex! lo anyttem arr the trarrsadlund my bushruss relating to the Customer's
accormt(s). agreements or sewtces. andthe Customer stun indemnify and hold me Bank harmless ltvacthmg in acwdanro with such Instrudtonii and

(4) Detegata the parson's authority to another personas) or rcvckl such delegation. In a separate signed whig delivered lo thoBank.

c. re a code mis! be connnunkarad to the Bank In amer to aurhortzu an lim, and the code lxcomrnwrlrzated, trtehern war tvahirudtrrg on the customer regardtass or who

norwwnkated taw code. '

0. Each trmsactlon described In this Cortiftcate ofhuthority conducted by or on behalf al the Customer prior to Whvery d th\sCwt§!tcata is In at! respects rzttfad.

E. It tow Customer is a utbal gouenrrmarrt of tribal govummem agency, Urecustnrnerwalvas soverutgn hnmunRytrom suit with rowucttu Thu Gustumer's use d any Gang account,
product or service jarrad lo in this Corttlkato.

r .The inlormatlorr provided in this Apphcattm s correct and complete. we pagan who signs the'Ca1ti1isd/Agreed `fo"sectlon ctthts Apptkation and each person whoso name

appears in the "Authcdze¢ Stoners-Signature Capture' section of Wt Alapttcatlon hrtlds any positron hdtcalemarrd Me signature appearhrg opposite me psrson'sname is authentic.

G. The Customer has approved this Certtftostaof Authority or granted each persanwho mark the 'Certll1edlAgl=aed To' section of this Apptlcatton the authority to dose an the
Cu$loma"s behxtf bey:

(U rosdutlvn. agreement a other hgaly shrrctent action ortnegovemtng body01 the Customer. tr the cwrnnrer boot a trust a more pruprletorr
(2) the srgtnuwfu a each of the Custnmel'$ hustoe(s). tr the Cuswlller ts a trust; or
(3) the signature oftheOuswmer. If the Customer is soto prwrlewr.

\

U U . an in al Un-

Cert i f ied /Ag reed  T o

Owner/Kaylnaiwauax 1 Wide

[R ICHARD AmR_ozow_1cz___

0wr\arlKey Individual 1Signature

Posllinn/Tllic:
LLL: w  8 A 1  E s D

X Suiamhmsnuahy

C] Signaturanctrequlfed
Data:

L°_8*3 £881 }._ 4

Owner/Key Individual 2 Name

l.8AmUs1.__A _JONES
FnsltlouMllaz

I COO

OwnerIKey Individuals Signature

X Submilmalunaily

£3 §l9,)81|lf0 l\()1r!qU|fg¢|
Dow

L/
l 0 8 / 3 1 / 2 0 _ 1*_1____

8f3G23D"l (5.11 SW)
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Q
Up/Q

4I

IM I

M

l
Business Accor ml Application

Posllinfl/'linac C 6.9,
Autrwrlzed Signers - Signature Capture

Auahcmea Signer I Name
LRICHARD Amaozowxcz

Authorized Signer 1 Slgfuwre

(3 Suhwtmanunny

£3 Signature not roquired
Uataz

1 9 2 / 3 1 / 2 0 1 1 -.-.m--

Auuwrized Signer2 Name
l s At 4 u m ,  A J ONES

4

Posilionffitlu'

J COO_._

Authorized Signs2Signature

IN] Submit manually

lj Sigrlawrerxmueqdred
DaW:

12€L?.l/.291 l

Aunhotned Signer JName

gorges..  _MART ONEz
. ».» l 41"1ll l

P05il300/Tiilir

I PRES
a-»

Aulhofizod Sig9e4'1f)lgnalu¢e .4
X Svbmllmanuaily

0 Skgnatuuonousquirad
DOG'

199. 31/20l1_____

v

o

I

BBG2307 15.11 SVP) s v v v a " ' v V V ' 8 ' ! U  l U D 9 J 9 " U : )
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Description althez equostagichange to Authorized Signora
print name,\I\fe and cusunnernumbeaa nion YQQ\IG5lld

Ln:au~:.v»n

Add
0 ll)III1'l\?

O I'MU
L̀!e~ll'41

o Add
C Illvlvh

SlglwnNNlM

R I C H A R D  A M R O Z O W I C Z

$'&g1:\Zvll;ln¢
!.§Amy.EL A Jones
\:t_m¢~r la¢ln¢

i L U C I O G  M A R T I N E Z

.¢?ll=I'I!l=hViv ...-...-.»..-..

Authorized Slgnvrn nurreudy on the account (sample signature pal required): Alwnh 4 aepnrale ahefel rt nm'e!eur)

Rddellduln to Cerrifwate of huklwrity

um-~'r

[_1 gn7/2013
Nccfewll r3ul1i1n¢:1(s)

WI?-. 4 rye:

J a m e s  W a r b l e  ( b y  m l j l i l e )

Use: :his rlv/:L4Mcn( Teflon nm signers are' bog cIddird Ar clclmed Lu cl Cc-r(iHcal¢\ 0/'A 1/¢l|rJri(y t :urrcnl {y on m e and (I new , s ic ; /wc!

Ce/'aiHcoLe O//4ac/1orl ( v has no:  been obculned.  : I7 \ i ¢  addendum  m ay  nor be used to  nd< l  or de le te  t / l ose persons  authori zed ro  engage

:Er proper w ri t ten  nor i t i cur i un ,  m u.=¢.  be  abm ined fo r  I/za tpurposein crerliz transactions. A new Cer-ri6ca¢e ofAurhoru

0

Addendum to Certificate of Authority
Deposi t  Accounts  Ora l

Q

Who

Wells Fargo Bank, N,A

C. I v . z v w

4679

1 Spljjual A Jones

Eric Reinhard

/JZIAM

v. ......-- -..,,..».~~.~~ .-...
"<"l!1l (\¢{.rYu.l

high June

Cunamzvname

l 85998 §*8VE§59€€ AND sAc Ks, LLO

°?Ql\t'/ lI84\fer*

5iglnl'I Home

I3r,1l\;h ll

1.6134
\.)M6(!l numbs/

( P1495

.¢*'*l¥i1* f !Axe?Jlrf:i:r¢"ci 5

Sampledgnmn Ilirnw-waovly lo/mnnom Luring ofkl.-<1 ax
uu!luuq¢v'. rg)nfvx1

.,...*.., .m

9 '» c M <¢ d  Si i g ms Ui r c

» r-~v~ ......

aw

l_12/17/gM a
Crm £L'1 nun
l_0aeo2
Pham; I

L u a u  3 7 7 - 1 5 5 2

UM:

..,.»-...,..~....,

No. 0203
I

l.Richafd Amrozowlcz ( .u1 l rnnr~l  3  Fu  t l * i t l : f , ' : ! t  . ' ; i ;¢ \csLu : \

\r.¢h.\vw\rf.n..a.».». n | _-vv
C.w's££=f11<'1 »\usno'w:d  MY alum?

(11-sS~If.}I!Ue! '> txuVfowizM5i9'\Z1&ut1

{L'us*wnf3¢ 6v\u lh0fI?8d Eiignuwf c

».....,,....,,.,.. ......-..

O f?v\l\*(4»

o Ad¢x
O l)CI\

o  A d d
O l.><=I<tfx

O /\BIli
0 I)12l4 Ulstmrwr z r'u»1I'»orivmI5illr»al1rf¢

¢O.7llIl!U£'((

0 2012 We a | 3l\IQ Dz¢r»k N.A
5911rn Mwfvmf. l.AI.~rnlwn VIJIC

ACC000493
EXHIBIT
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u

.._*. Ae¢ut°n.te ea of

/<* 'll¢', r -nm

De1.l9.2013

\

.cnntm red
The p¢rnon(s} signing below

Addendum to Certificate of Authority
Deposit Accounts Only

Um [ILL flzacuznenl when nr2w signers are being added owfelcfed to a Cer:iRcatc- ol Au1,'»¢~rfLy currrm:ly an Glo and hay.-, slgnafcl

CcrH6<:a1»> ufAurlwr.¢y leas not been obtained This addendum may nur be used to add or deles Musa p4-rsorxs authorized w engage
in cedi: irar\sa¢Uons. A new Certi ficate o/Auihorlzy, or asher proper wrurau Ii W lfirscxcinrz,m ust be obnxxfned /or that pw;uos'e,

9

|

\

dhecr the Bank Lu recognize We siqruatult*-l5'l and/orwxlum \t4éuhGne. decuanlc and oil
msuuc. lions of a!1y pcisun who has hewn added as an aulfurixal W '

clireu le' Hank up dfszonainun riding on the inauurlions of any pinson who has been dckucd as an auVwunVc-d sigm-.u

:ms rifles aha\ :heaccuum owflev has lawn all nczlcn nndc! is utqpmizaliunnl niocuanems. if any. znclurllng p.\9s.10@ of resduliuns by its board of dues !m'$.
Ev ums.Lu o\hnv gunning bovJy. required to maki :he-se mudifrcatiorvs and m aulmrlze Me ondarsiglxenl Lu urxznune and Uelivdl axis addendum;

amuowlfrdgw Qhan ow-s¢~ nfoeilhcalions become eM'-ufvc only8flnl till; Addendwn has been wrceivcd by ow
8441: .lm.! the flunk has hid a rrraaorable vppuIluvzily Lu au ,vi fnslnanUunf it uanlilnsz

(sin-rx the Mk that thy nddiuonal authorized slgnnrs idcnlihed above shall havr- all of hr? aulhodly granted we the pcrsam lrlemifwd as au Mcwiz<~-:I
sigrwrs an :he Crewlucau! otAuvhorhy,

1:21AM

r..

|I
\

...1

I

~. \
4 \V \A 8

ff tn mflzcéatiaxn Siqnamnw .'

i

Nam I*

i ilk,"

nun

, . \ . . . . . . * .-.»....,...,. 1

N 0, 0203

i
I........ . »

"""u-""q

!~fl1»r\uai Suhrv:9$siGn iruuucuonsi Documcnunlonsupporting the addendum isauaMed, if applicable.

I

it 20!2 Wvlh C de¢gnlian¢=.N A.
All"5Q1w< RviCfvnl. ML"lhl.\t=l I etc. w=so~:/(lawau . u/In

ACC000494
SHADOW-8507

RECFWED TIME DEC. 19. 7:31AM
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Business Account Application

U
l l

8ankName:

IWELLS FARGO BANK, N .A .

Banker Name'

IDECLAN WALL

Banker Phone:

1880/377-1500
Store Number:

100670 _

Share N8M8'

_| Down Town TEMPE
Officer/Portfolio Number:

| P190 o
Bar1kerAU'

. l0006042

Dale:

109/10/2014

Banker MAC:

ls3902~01l

-

To help the government Fight the funding of lenrcrisrn and money laundering activities. U.S. Federal law requires financial institutions to oblaln, verify, and record lnfcrmalion that

other information that will allow us to identify you. We may also ask lo see your drivers license or other identifying dowments.
identifies each person Gndividuals and businesses) who opens an account. What this means foryau: When you open an account, we will ask for yourname. address, data of hearth and

N aw Account Information

X New Deposit Account(s) Only [3 New Deposit Account(s) and Business Credit Card

Account 1 Product Name:

Business Market Rate Savings
c0|0- AccountNumber:
19813 -6698

Product:

I DDA

Purpose ofAccountl

I  S a v i n g s ___

Opening Deposit:

1550 . 00
Type of Funds:

[CAQK
myrrh

l nunNew Account Kit
Pr inted

Checking/Savings Bonus Offer Avaliable'

Iwo

_

Related Customer Information

Customers N8M8$
L S H A D O W  B E V E R A G E S  A N D  S N A C K S ,

Enterprise Customer Number (ECN)'

LLC
Account Relationship'

S o l e  O w n e r

al

Customer2 Name'
I L u c l o  G  M A R T I N E Z

Ennerprlse Customer Number (ECN)'

Account Relationship:

l S j . g n e r

an

Customers Name:
I E R I C  w  R E I N H A R D

Enterprise Customer Number (ECN)'

Account Relationship:

|  S  i  o n e  r

Checking/Savings Statement Mailing Information

Name(s) and Information Llsled on Statement

I S H A D O W  B E V E R A G E S  A N D  S N A C K S , L L C
Statement Mailing Andras:

Address Line2-
I R E F U N D  V A L U E  A C C O U N T - N E W  Y O R K

Ci t y

I
4

ZIP/Postal Code:

f

$l818Z
IA

Count:
ITS

U

BBG2307 (5-14 SVP) Z W U Z * U U U © / 0 3 i L U O U - U i
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Customer 1 information
Business Account Application

I» nun

Customer Name:
In

-

ISHADOW  BEVERAGES AND SNACKS, LLC

rise Cuswmer Number (ECN)' Address Line 2:

Address Lines:Accoun Relationshlp.

1 S o l e O w n e r

Tax a efldendfscalion Number(TIN)'
a

TINTYPB!

[ E I N __
Lu

ZIP/Postal Code'

SIBLEY'

I A .

Country'

I T S

Current Ownership Slnce'

I
Cellular Phone:

Faxc

l
Pager:

J
e»Mal!Address:

Business Type:

[ L i m i t e d  L i a b i l i t y C o m p a n y

Business Sub~Type/Ta Classification:

| c Corpora_tion
Date Originally Btablishedz

1 0 6  / 2 5  / 2 0 0 8

Annual Gross Sales:

l $ 5 0  ,  0 0 0  .  0 0

Primary Flnancial Institution: Website:

Sales Market:

L O C A L

Non-Protii,

INa_ __

Number cfEnlployees:

L5 v
Year Sales Reported' Fiscal Year End:

1 1 2 / 3 1 / 2 0 1 0 1

Numberer Locations:

_ll
Primary Stare2-

1
Primary Country 2:

I

Primary States:

I
Primary Courxuy 3'

I

Primary State 1'

I -..
Primary Country 1 '

Industry:

{ A c c o m m o d a t i o n  a n d  F o o d  S e r v i c e s
Description of Business-
IBeverage and Snack Serv ice
Major Suppliers/Custumers:
I

U

lhnl

O

B a n k  U s e  O n l y

Name/EntllyVerification:

IArtic1es of Orqani cation
Document Filing Number/Uescription~
I L -. 14 66 l 102
Country of Registration State of Registration'

I U S I A

Address Verificatlnnz

,. I  P E R S O N A L

Filing Country FlUng Staxa

[ u s _ ___IAn
lntemational Transactions:

Filing Date'

106/25/2008

BACC Reference Number

INQRECQRD.
Expiration Bale:

I
Check Reporting:

[ N O  R E C O R D

Customer Name:

I S H A D O W  B E V E R A G E S  A N D  S N A C K S , L L C

Internet Gambling Business?

| NO

BBG2307 (5-t4 SVP) vvvvlu.7.LJ.G *
Page 2 o re
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1

Business Account Application

Residence Ad4fess: -

Address Lines;

Owner/Key Individual 1 information

Customer Name'

ILUCIO G MARTINEZ

Business Relationship'

iK@y Executive with Control of the Entity
Position/Title: 0aLe oIBluzh' Enter nseCust0merNumber(Ecn); AddressUne3:

IPRES
T Id i n  t ' Number(TIN):en: C3 lon cir :TIN Type:

I  s en

Primary ID Description' ZIP/Postal C0682

State:

IA

Country:

I T S
Primary ID Issue Date Prima ID Ex talion Date; Check Reporting:

N O  R E C O R D
9 _

Primary ID Type:

I D L I C  u

Primary10 S:/Clry/Prov:

lAw _..._
Secondary ID Type: Secondary ID Des n Uon

lOT HR . I s a C A R Q

Secondary ID Slate/Country: Secondary ID Issue Dale'

l -w . - t .. _ 11
Country of Citizenship: Permanently Resldes in US:

ITS i

Secondary ID Expiration Date'

1

Owner/Key Individual 2 Information
L u *

Residence Address'

Address Line Z

Customer Name:

I E R I C  W R E I N H A R D

Business Relationship:

4_r<._~8y_ E x e c u t i v e w i t h _ c o n t r o i o f t h e  E n t i t y .

Postdon/Hue' Dateof Birth Enter Se Customer Number (ECN); Address Line 3:

.c  EO _ . |

Taxpayer ldenllNcation Number (VIN):

*mn-

TIN Type:

i s d n

Primary ID Description:

City

ZIP/Postal Coda:

State:

C O

Country:

I T S

Primary ID Issue Date: Primary ID Expiration Dale: Check Reporting:

N O  R E C OR D
n m

Secondary ID Description'

Primary ID Type:

[ D L I C

Primary ID St!Cuy/Prov:

Leo
Secondary ID Type'

IOTHR CC ICHASE

Secondary ID Stale/Country: Secondary ID Issue Dale*

L, I .
Seorlda me lee' Dale:x a I n

Country of Citizenship:
[us

Permanently Resides in us-

I ill

BBG2307 (5-14 SVP) .4wu;4~uuub / 6 :¢1.L6e>o-us Page 3 of 6
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Business Account Application

Owner/Key Individual 3 Information

Residence AddressCustomer Name

IRICHARD AMROZOWICZ

Business Relationship

{Key_. Ex e c u t i v e  w i t h  C o n t r o l  o f  t h e  E n t i t y

position/Num DaLe ofBirzh £nLerpriseCustomer Numhar(ECN): Address urea

Address Lines

TaxpayerIdentificationNumber (TIN) TIN Typfil

Primary ID Type

INOTR Ac

Primary ID St/Cuy/Prov'

Primary ID Desorption

I CUST

Primary ID Issue Dale

2IP/Postal Code:

INV

Country

Primary ID Expiration Dale' Checkkeponlng

NO RECORD

SecondaryID Expiration Date:

Secondary ID Type Secondary IDDescription

IOTHR ISSCARD
Secondary ID Stale/Country: Secondary ID Issue Date'

Ccumry of Citizenship: Permanently Resides in US

BBG2307 (5.14 SVP) ¢wu4-uuub/8911866-04 Pages of B

Wells Fargo Confldent¥al
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Business Account Application

ala in

Certificate of Authority _ __ __ __ __ _

Each person who signs the "Certified/Agreed To" section of thls Application ceruiies that:

A. The Customer's useof any Bankdeposit account. product or service willconfirm the Customer-'s receipt of, and agreementto be bound by-

between the Customer and :ha Bank relating to the Customer's use of any Bank deposit account, product or service will bedecided inan

payable to (a) the individual order al the person who authorized the Item or (b) the MM of any other person for the benetitof the person who authorized the ham) and the

the Bank'sapplicable fee and information schedule and account agreement that includes the Arbitration Agreement wlder which anydispute

arbitration proceeding before a neutral arbitrator as described in the Arbltration Agreement and not by azury or courttrial.

B. Each person who signs the 'Certified/Agreed To"ser:tion of this Application or whose name, any applicable title and specimen signature appear In Me "Authorized Slgners -
Signature Capture" section of this Application is authorized on such terms as the Bank may require to:

(1) Erner into, modify, terminate and otherwise in any manner act with respect to accounts at the Bank and agreements wlt.h the Bangor its affiliates for accounts and/or services
offered by the Bank or its affiliates (other than letters of credit or loan agreements);

(2) Authorize (by signing orotherwise) the payment of Items from the Customer's accounts) listed on this Business Account Application (including without limitation any Item

endorsement of Deposited items for deposit, cashing or collection (see the Bank's applicable account agreement for the definitions of'item'and "Deposited item");

(3) Give instructions to the BB nk in writing (whether the instructions include the manual signature or a signature that purports to he the facsimile or other mechanical signature

may have been made or affixed). orally. by telephone or by any electronic means in regard to any Demand the transaction of any business relating to the Customers
aocount(s). agreements or services, and the Customer shall indemnify and hold theBankharmless for anirlg in accordance with such lnslnrnions: and

(4) Delegate the persons authority to another person(s) or revoke such delegation, in a separate signed writing delivered to the Bank.

c. If a code most be communicated to the Bankinorder to authorizeanitem, and the code isoommunicated, the Item will be binding on the Customer regardless of who
communicated the code.

o. Each transaction described in this Ceniticate of Authority conducted by or on behalf of the Customer prior to delivery of this Certificate is in all respects satiNed.

E. If the Customer Is a tribal govemmerrt or tribal government agency, the Customerwalves sovereign immunity from suit with respect to the Customers use of any Bank account,
product or service referred to in this Certificate.

F. The information provided in this Application is correct and complete. ash person who signs the "Certified/AgreedTo'section of this Application arid each person whose name
appears In the "Authorized Signers-Signature Capture" section or this Appllcatlon holds any position Indicated, and the signature appearing opposite the person's name is authentic.

G. The Customer has approved this Certificate of Authority or granted each person who signs the 'Certified/AgreedTo'section of this Application the authority to do so on the
Customer's behalf by:
(i) resolution, agreement or other legally sufficient action of the gonomlng body of the Customer. if the Customer is not a trust or a sole proprietor:
(2) the signature of each of the Customers trustee(s), If the Customer Is a trust; or
(3) the signature of the Customer, If the Customerisa sole proprietor.

inducing a stamp of an Authorized Signer as the Customer's authorized signature without regard to when or by whom or by what means or in what ink mm the signature

Certified/Agreed To

Position/flUe:

I PRES

Owner/Key Individual 1 Name

[LUCI O  G MARTI NE2.

Owner/Key,lr1d"lvidual 1 Signature

X Submilmarruaily

E] Signalurenotrequlred
Date:

1 0 9 / 1 0 / 2 0 1 4
U 1/Owner/Key Individual 2 Name

I ERI C w  RE I NHARD
Position/Title*

I CEO

Owner/Keylngivldual 2 Signature

X Submit manually

[Z] Signature notrequired
Date:

109/10/2014

BBG2307 (5.14 SVP) 2W02--000678911866-05 Page 5 of 6
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Request for Ta__xpayer Idenglication Number and Certification
Business Account Application

Lu
I(SubstituteForm W-9)

Under penalties of perjury, certify that

1. The number shown on this form is my correct taxpayer identification number (or I am waiting fore number to be Issued to me), and

2. UNLESS I HAVE CHECKED ONE OF THE BOXES BELOW. l am not subject tO backup with holding either because I have not beat notified by the Internal Revenue Service (IRS) that! am

subject to backup withholding asaresit of failure to report art interest or dividends, or the IRS has notified me that I am no longer subjecttobadtup withholding (does not apply

xo real estate transactions, mortgage Interest paid, the acquisition or abandonment of secured property. contributionstoan Individual Retirement Arrangement (IRA), and payment

other than interest and dividends). lj I am sutgect to backup withholding

3. lam a U.S. citizen brother U.S person.

4. I am exempt from Foreign Account Tax Compliance Act (FATCA) reporting.

U I am exempt from backup withholding
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at the Arizona Corporation Commission, Securities
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Phoenix, Arizona 85007

Third

ALSO PRESENT

Mr. Forensic Accountant. Securities

Mr .

Avi Belial,
Division
Mike Brokaw,
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1 (Exhibits 1 through 123 were marked for

2 identification.)

3 LUCIO GEORGE MARTINEZ I

4

5

6

called as a witness herein, having been first duly sworn

by the Certified Reporter to speak the truth and nothing

but the truth, was examined and testified as follows:

7

8 EXAMINATION

9 BY MR. KITCHIN:

10 Good morning. And I am Paul Kitchen for the

11

Q .

Securities Division.

12 MR. BROKAW : Special investigator Michael

13 Brokaw .

14 THE WITNESS : Good to meet you.

15 MR. BELIAK: Avi Belial, forensic accountant

16 for the Securities Division.

17 MR. MILLECAIVI: Ryan Mille cam, Staff attorney

18 for the Division.

19 THE WITNESS : Okay .

20 BY MR. KITCHIN:

21

22

Q. This is part of an inquiry by the Securities

Division of the Arizona Corporation Commission in the

23 matter of Shadow Beverages and Snacks, LLC, and Lucio

24 George Martinez

25 Am I pronouncing that right?

Coach & Coach, Inc. 602-258-1440
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1 Lucio .

2 to determine if there has been full

3

4

Q n

compliance with the Securities Act of the State of

Arizona.

5

The information obtained today may reveal

violations of statutes outside the Securities Act.

6 Mr. Martinez, you have the right to refuse to

7

8

answer any question if you think the answer may tend to

You have the right to refuse toincriminate you.

9

10

11

12

produce any private papers which you feel may tend to

incriminate you. You do not have the right to refuse to

produce corporate papers based on any claim of

self-incrimination.

13

14

Do you understand that you have the right to be

represented by counsel today?

15 A . Yes . I think we spoke to that, right?

16 I just need to repeat some of this now that we

17

Q.

are being recorded.

18

19

Okay.

Would you like to go forward without an

20 attorney?

21 A. Yes .

22 Q All right. If so, it will be assumed that you

23

24

25

are waiving your right to counsel . If at any time you

feel you need legal counsel, tell me immediately, and we

will stop and allow you to obtain counsel, and then we

Coach & Coach, Inc.

A .

A .

Q.

602-258-1440
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1

2

3 direction.

can reschedule it at that point

The reporter will go off the record at my

If you would like to go off the record, tell

4

5

6

7 Also please let me finish asking

8

me, and I will try to accommodate you

Since your testimony is being recorded by a

reporter, please respond verbally as opposed to nodding

or shaking your bead.

a question before you answer so there will be not two

9

10

11

people speaking at once. If you don't hear a question

or don't understand a question, say so, and the reporter

will repeat it or I will explain the question further

12

13

14

And you are under oath, so any f else statements

you make may be criminally prosecuted as perjury

Do you understand what I have explained so f ar?

I do.15 A .

16 Q What is your full name?

17 Lucio George Martinez

18

19

Have you ever used any other name

I go by the name of George Martinez Lucio is

20

21

22

23

my given name.

Q. Are you taking any medication or do you have a

physical problem that would prevent you from hearing or

understanding my questions?

I do not.24

25 Q What is your home address?

Coast & Coach, Inc 602-258-1440

A .

A .

A .
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And how long --

Arizona.

How long have you lived there?

Nearing 14 years, 13 and a half years.

Do you rent or own your home?

What is your home telephone number?

11

12

Security number

Privacy Act you are not obligated to answer.

answer, the information will only be used for

Next I am going to ask you for your Social

However, under the federal Right to

If you do

identification purposes. What is your Social Security

15 number?

16

17 And what is your occupation?

I am an executive sales leader.

23

And where are you currently employed?

I currently am not employed.

Where were you previously employed?

well, my previous actual employment was with

Pepsi co for 23 years. And then I was employed by

Pelican, The Pelican Group, as a consultant for a couple

25 years And then in 2008 we started this venture of

Coach & Coach, Inc. 602-258-1440
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1 And I was an executive of

2

Shadow Beverages and Snacks.

the company but not necessarily on payroll at different

3 times •

4 Q

5

6 Q.

'7

8

9

And where did you work before Pepsi?

For my dad on the f arm in Wyoming.

What is your educational background?

I went to junior college in Sheridan, Wyoming,

or what they call Northwest College now, got my

associate's degree there. And I finished my bachelor's

10 degree at the University of Phoenix while employed at

11 Pepsi co .

12 Q Have you taken any courses in investing?

13 None .

14 Q. Have you taken any courses in accounting?

15 A. None .

16 Q

17

18

Are you an officer, director, manager or owner

of any company?

A. That would be of Shadow Beverages.

19 Q

20

21

22

23

24

Any others?

We had a partnership in Torrington, in Wyoming

under L&L partnership. That was closed about a year

ago. But it was really under horse management, where we

had some horses partnered with some f Emily members.

And what does what does the L and L in theQ I

25 name stand for?

Coach & Coach, Inc. 602-258-1440
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1 A .

2

Lucio and my wife, Lisa.

And what is GRC Capital Par tiers, LLC?

3

4

oh, GRC is a group of friends and another

executive at Shadow that invested some money to a

So it was kind of an5 company called Greenteeh.

investment that we made.6

7 Q.

8 A. Yeah .

9

10

And the company was a way to invest as a group?

It is really not an operating company.

It is just an LLC where four members put in capital and

we made an investment as one •

11 Q

12

And the company doest' t have any business apart

from that investment?

13 A. None .

14 Q

15

Are you connected to any businesses other than

the ones we have mentioned so far?

16 I don't know if you mean connected. I do some

17 consulting work.

18

19 And when was , when were you involved with

20

And I was a member of a consulting

company named Rumble, which is an LLC out of Colorado.

Q.

Rumble?

21 A.

22

23

Rumble was formed, you know, kind of mid 2014.

And I exited January, maybe March of 2015.

And what consulting work did you do?

24

25

It was a beverage consulting group with two

other partners that were all Pepsi co executives. And

Coach & Coach, Inc. 602-258-1440

A.

A.

A.

Q.

Q.
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1 the

2

3

4

real purpose of that company was to go out and find

brands that were, you know, in the young incubating

stage, brands that we could do some consulting work and

So if

5

6

7

8

9 Q

10

then bring into Shadow as an operating side.

Shadow had an operating -- which was an operating

company, could assist these brands outside of just some

basic consulting strategy work, then Shadow was the

outsourcings company to take on that work.

Why did you leave Rumble?

Why did I leave Rumble?

11 Q Yes .

12 A U It became a conflict of interest when we did a

13

14

15

16 Mix 1.

17 president of Mix 1.

transaction with Mix 1, Incorporated, the public company

that purchased our largest asset, which was No Fear.

Rumble is, was also doing some consulting work for

And I was moving over to Mix 1 to become the

So there was definitely a

18 consulting -- or a conflict of interest. I couldn't run

19

20 well .

this company and be a consultant for the company as

So I exited and terminated my partnership

21 position with Rumble.

22 Q

23 A .

Did you have a position with Mix 1?

I did as of April 1. When the transaction was

24

25

completed, part of our agreement was for me to become

the president of Mix 1 and shepherd the transaction at

A .

Coach & Coach, Inc. 602 -258 -1440
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1

2

3

4

least for a year, which was kind of our customer base,

the brand, the operating system for No Fear that we sold

to Mix l, which was part of the transaction agreement.

It was my job to go in and ensure that happened

5 smoothly.

6 Q.

7 A .

And do you still have a position at Mix 1?

I resigned that position with Mix 1No.

8

9

August 12th of this year.

And Mix 1 is Mix 1 Life, Incorporated?

10 A . Correct »

11 I s that the correct name?

12 A . Yes . I just refer to it as Mix 1.

13 Q.

14

Have you ever been convicted of any crime other

than a minor traffic offense?

15 A. None .

16 You might

17

Actually, backing up for a moment.

have mentioned other consulting firms that you work

What were18 with, if I am remembering that correctly.

19

20

they, the other firms?

A .

21

22

23

24

25

I did some consulting work for a company called

Links, and kind of tied to The Pelican Group, which is

between my Pepsi and Shadow career. The Pelican Group

is a vending management company. And they go out and

manage the vending business and kind of anything from

ATMs to bubble gum machines for different clients.

Q.

Q.

Q.

Coach & Coach, Inc. 602-258-1440
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1 did some consulting work for them and then moved over to

Shadow

4

into the Us

8

And there was a company out of Australia named

Give that is moving a product, a kiosk for gif t cards

And they were looking for some consulting

on how to bring that business in It is also being

looked at by Black Hawk, a marketing company out of

northern California. And there was a division

9

10

11

application more than a division, an application from

this kiosk that fit into the marijuana business in

Colorado where the state was having issues with the

12 So it was going to convert this over

13

money processing

to gif t cards

14

15

16

17

19

21

22

So I did some work with them, just trying to

understand how that sales process would go and some of

the marketing stuff, that just kind of, from my

expertise, is kind of sales leadership, how to build a

sales plan to go execute that business

And what was your position at Pelican Group

I was the vice president of sales, really in

charge when I first started my role was to kind of

help build a succession plan with the owner, Richard

Scherer23

24

25

Richard Scherer has two young sons that he is

getting ready to take over the business

Coach & Coast. Inc

Richard and I

602-258-1440
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So after I left

3

did business together at PepsiCo

Pepsi co, he asked if I could kind of help do some work

And then we had some issues with some of their business

4 account S

5

So I went out and helped them secure accounts

And I worked with his

6

like Family Dollar, Safeway.

sales team and was kind of the lead salesperson to get

7 that done

Q What was the time frame during which you worked

at Pelican Group

'2007 t o

11

6, so it would have probably been

kind of early 2009 So as we started Shadow.

still assisting The Pelican Group

I was

Have you ever been arrested?

Arrested

Have you ever been indicted?

Have you ever been the defendant in a civil

lawsuit?

In a civil lawsuit. Other than recently some

20 o f the

21

to the best of my knowledge of answering your

question, it would be in some of the Shadow business

that we are in the middle of right now

And where are those lawsuits?Q Are they here in

24

25

Maricopa County

Uh-huh

Coach & Coach. Inc 602-258-1440
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1 And which, what are the plaintiffs in those

2 cases?

3 A.

4

They were all, every one of them are, you kind

of use the word investors, but they provided cash for us

5

6 got: to.

7

8

9

to keep Shadow going based on some new contracts that we

And there was a portion of the company's

responsibility and a couple of them that brought in

their own promissory notes and kind of personal

guarantees that, where I guaranteed my portion of Shadow

10 to help cover those loans.

11 Q Have you ever filed for bankruptcy?

12 No.

13 Q

14

15

Have you ever been the subject of an

investigation by any governmental agency?

Not to the best of my knowledge.A .

16 Q

17

Have you ever given any prior testimony in

connection with Shadow Beverages and Snacks?

18

19

20

I would say yes, one testimony, deposition in

Pittsburgh against American Outdoorsman and an old

partner of ours, Sam Jones.

21 Q And can you describe what that case is?

22

23

That case is -- I had a -- one founding partner

of Shadow Beverages and Snacks was Sam Jones, another

24 And we both started underbuilding

25

ex-pepsi employee.

this business and building brands and products for

Coast & Coast, Inc. 602-258-1440
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A.

A.
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1 I went and

2

really our Pepsi co bottling partners.

secured the No Fear license, which used to be an energy

3 drink licensed by Pepsi but then went through

4

5 Q. Go ahead.

6 A .

7

bankruptcy.

Sorry.

That was acquired by a company named IBML out

I went and secured that deal.of London .

8

Sam went, was

And we kind of unilaterally

9

looking for other deals.

made a deal with Jim Mueller with American Outdoorsman

10

11

12

13

14

15

16

17

18 on that work.

19

on a licensing agreement, which was basically to take

his brand name and build snack products using that snack

name with the demographics of American Outdoorsman,

hunters, beef jerky, those kinds of things, all with the

pretense that Shadow was getting some funding, that Jim

Mueller and a group was helping Shadow help fund that

development group and then the distribution group.

Funding never happened so we never got started

So we cancelled the agreement with Jim

And shortly after theMueller and American Outdoorsman.

20

21

agreement was cancelled, they filed -- it was a 15-year

deal.

22

23

They filed a lawsuit against us for the, I am

using rough numbers, six and a half million dollars for

the 15 years of the agreement that was, they felt would

24

25

have been a royalty opportunity that they would have

earned if we would have built products.

Coach & Coach, Inc. 602-258-1440
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1

2 The agreement was

3 cancelled .

4

5

6

7

8 So I flew out to be a part of that, with

9

10

11

Our attorney at the time and our defense was it

was a little bit of double jeopardy.

They pulled the license away from us after

we owed them about $150,000. And they pulled the

license away from us and then were trying to charge us

for 15 years of using the license, which that's where

our attorneys -- and it was in the court of

Pennsylvania.

Sam Jones and our attorneys, that we were trying to

settle on we owed you $150, 150,000 versus $6 million

because we didn't even have the license at the time it

12 And their licensing program had

13

14 Q

15

16

17

was pulled from us.

actually gone away.

And when you say the American Outdoorsman filed

against us and you refer to our defense, who is us?

Well, Shadow, yeah.

What is the status of that case now?Q

18

19

20

21

Well, it was an interesting turn of events.

And I will give you my perspective not -- from a

business perspective, not from a legal perspective.

It was in the Pennsylvania court for almost two

22 And our defense of course was it was double

23

24

years.

jeopardy: you pulled the license from us and you

couldn't -- we have had numerous calls with Jim Mueller,

25 who is the CEO, on a settlement agreement of just trying

602-258-1440

A.

A .
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1 to come up what is f air and what we could settle on.

2 Their counsel had wanted nothing to do with the

3

4

5

6

7

settlement agreement, and it actually kind of went away.

And we kind of appealed their position.

We believe, again I am giving you a business

perspective, that once Jim Mueller and their attorney

found out, because it was public knowledge that we were

8 under a letter of intent to sell an asset for

9

10

11

12 And she was

13

14

$12.2 million, that they went back to the court of

Pennsylvania and forced the issue . And the judge

basically told our counsel and them she was tired of

that holding up her process in her court.

just making an automatic demand or judgment and asked us

to move that case out of her court and into somebody

15

16

else's court and ruled against us.

And as interesting as it was, that all happened

And our deal17 while we were under a letter of intent.

18

19

20

was signed to be closed April let. And April 6, when

they knew it was closed, they moved it to the State of

Arizona and filed against us.

21

22

23 alive.

24

Because they were

actually waiting because they, they also knew at the

time we had no cash, the company was struggling to stay

And what we were doing was we were positioning

the cash, the company, for sale, or an asset thereof, so

25 that we could meet our liabilities and obligations.

602-258-1440Coach & Coach, Inc.
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1 Q. So the case is ongoing in a different forum now

2 in Arizona?

3 Now in Arizona.

4

5

We actually, through the

process of getting the transaction agreement done with

Mix 1, we had numerous conversations with their counsel

6

7

8

9 And they actually

10 I would have

11

12

on settling, knowing that, you know, what they were

asking for for the 15-year royalties off of a product

and a license that they removed, that it was valued

somewhere around the $200,000 range.

agreed to a settlement agreement with us.

to say the timing is probably mid May to early

June where a settlement document was conducted. And it

13

14

15

was both going to be in cash and in stock, because that

was really our currency that we accepted for the

transaction, until Mix 1, and again I am using rough

16

17

18

time frames, late June or early July, their stock took a

big dive from what we acquired the stock at, at $6 under

our transaction, and at one time in July it went down to

19 8 0 cents

20 And at that time the counsel from American

21

22

23

24

25

you this cash and here is

know, restricted

Outdoorsman, and probably four or five other folks that

we have on the list that we had already worked

settlement agreements with, said, you know, we can give

this stock that becomes, you

stock for another four months and then

Coach & Coach, Inc. 602-258-1440
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1

2

it becomes liquid. And what we are doing, we are

working on this side of the fence to continue to drive

value in that stock.3

4

5

6

And, again, so public record through the Mix 1

SEC and filings, you know, the 8-Ks filed and press

releases that were filed in July, there was some issue

7

8

9 And they

10

11

with short selling of stock in a couple of brokers that

had stock certificates from maybe a year and a half ago

when they first bought the shell of Mix 1.

were driving the stock price down. And the CEO, Cameron

Robb, put out a press release that, you know, there was

12

13

14

an investigation going on, or they were requesting

investigation from FINRA and the SEC on these brokers

for basically manipulating our stock price and value

15 down .

16

17

18

19

20 haywire •

21

22

And that 's, I guess that time frame of June or

late May to the first of August when I resigned my

position then because of this conflict that presented

itself, that's really when everything kind of went

We had settlement agreements with almost

every, I guess, debtor or creditor that we had on

side, either through a cash or through a stock payment.

And we had a stock certificate that we received the day23

24

25

of closing, which was, you know, again rough numbers,

you know, 1.2 million shares of stock, which at that

Coach & Coach, Inc. 602 -258-1440
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1

2

3

point was, you know, about $7 million worth of stock.

We took that, put it under lock and key in our

And it was kind of, as a board and aattorney's office.

4

5

6

7

group, we made the decision that we were not going to

transfer any of that stock to any individual or company

until we had everybody settled. So we weren't going to

start breaking that up and then watch, because the stock

8 And we would get in those

9

price could go either way.

discussions.

10

11

So even as it sits today, that certificate that

has Shadow Beverages and Snacks, LLC on it is under lock

12

13

14

15

16

and key, and not one share has. been transferred to any

individual or any creditor or any investor. It is still

under lock and key until we figure out kind of where

this process is going.

Q. And this settlement agreement with the

17

18

19

20 e-mail trails.

21

22

23

investors that you mentioned, were any of those

finalized or are they still waiting to be signed?

None of them were signed. There is a bunch of

And there is a document that was put

together by our attorney and counsel at the time that

was the settlement agreement that clearly stated this is

what we owed you, this is how we are going to settle it.

24

25

Once we transfer the stock to you, which that

transfer of stock, you know, and again I am not a

Coach & Coach, Inc.
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1

2

transfer agent by any means, but the best of our

knowledge, that transfer of stock could take three to

four weeks.3

4 Florida called Island Transfer at the time.

And we were working with a company out of

And they,

5

6

again, had all the stock and we were waiting for every

settlement agreement to come in so that we could say,

7

8

okay, all in one big swoop -- there is also some costs

associated with that -- but we could go to the transfer

9

10

11

agent and say here is 1 .2 million shares and they are

all divvied up this way to take care of the debt that we

had to all creditors and debtors.

12

13

14

15

16

17

And that was the strategy from the very

beginning, from the time that it became kind of fourth

quarter, first quarter, and we had debt coming due that

we could not -- we didn't have the cash flow to produce.

And it primarily came for the one reason of our Sys co

agreement in 2014.

18

19

20

We signed an exclusive 16-ounce energy

agreement with Sys co out of Dallas -- Sys co Foods out of

Houston. And we started the process

21

I am sorry.

through our sales folks and a broker of getting that

And we were under the22 program ready to be rolled out .

23

24

25

gun of being able to have inventory, in which you can

imagine, if you were a national distributor of Sys co and

17 different warehouses and locations across the country

Coach & Coach, Inc. 602-258-1440
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1

2

3

4 brought that cash in. We shipped

5

for Sys co to start pulling from.

We started that process and was really why we

went out and looked for cash to produce product . And we

We produced product.

And in the middle of kind of that whole

6

7

8

9 on.

10

producing product and shipping product, as we all know,

the announcement of the merger between us Foods and

Sys co Foods was announced publicly, and that was going

And at the same time they were centralizing all

And that was kind oftheir procurement into Houston.

11

12

13

14

15

what we were a part of.

And the reason we had an opportunity for Shadow

to even be a part of that is the chief operating officer

at Sys co is Tom Bent, which is an ex-pepsiCo guy that we

used to work with, and we met with him in late 2013.

16 And he gave us kind of his vision of centralized

17

18

procurement and buying products that were mid-tier

national brands and finding suppliers that could give

19 him a price advantage.

20 So we negotiated for about six months. And we

21

22 H e could

23

24

got to a point where we felt, you know, we had a great

program to assist what he was trying to do.

help. What we were trying to do is build a national

brand. At the time we only had regional distribution on

25 that brand.

Coach & Coach, Inc. 602-258-1440
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1 W e started

2

We entered into that agreement.

And that ' s when the Sys co and US

3

4

5

6

7

shipping product.

Foods merger was being debated and trying to get

approved. They put us all on hold, all new products.

There was five products, five beverages that they put

under a beverage program. As of May, maybe May, June of

2015 three of those brands had went under and filedI

8 And it was called

9

10

11

12

bankruptcy and two of them were let t.

Boylan' s Sodas, and you are probably f familiar with that

brand, and No Fear Energy. The other three, because of

what they -- we all pushed to get inventory into

And then we were all put on hold andwarehouses.

13

14

inventory sat in warehouses.

product that is dated.

15 And

16

And as you know, we have

So we started to get pushed

towards dating periods of when we could even ship.

the loss of all that revenue and product sitting there

17 destroyed three other companies.

18 Again, that closed down in mid June. And the

19 And the

20

only ones remaining were Boylan' s and No Fear.

only reason No Fear was still alive in that contract was

21 because of the transaction that we did with Mix 1. S o

22

23

we really felt if we didn't do something we were going

to be in that same situation as those other three

24 situations. But if we did something with Mix 1, and we

25 we had enough,did this transaction of $12.2 million,

Coach & Coach, Inc. 602-258-1440
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1 however you want term it, currency, so it could be in

2

3

4

5

6

7

8

9

the form of cash, some debt obligation that they took

over, and stock, that we could get back all of our

creditors and debtors in a position to ensure they were

secured through, you know, what had happened through

this last 12 months of the business with Sys co Foods.

Q. And when you were referring just now to we were

producing product, referring to Shadow Beverages?

Shadow, yeah.

10 Am I giving you too much

11 Q

And I am sorry.

No, that's fine.

12 stuff?

13 Q

14

15 answers u

16

17

18 are u

19

I was just --

I don't know if you want just quicker, direct

And I could -- I am trying to give you the

full perspective of what we were dealing with and why,

when you ask some of those questions, what the answers

They are not necessarily yes or noes, or there is

a little bit of the process that you have to

20 understand

21 Q. Tl'1at ' s fine.

22 A.

23 Q

24

-- what we were trying to accomplish.

That's fine if you need to explain things

Are you a registered broker/dealer?

25 I am not.

Coach & Coach, Inc. 602-258-1440
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1 Q Are you a registered securities salesman?

2 A . I am not.

3 Q. Are you a licensed investment advisor?

4 I am not .

5 Q. Have you ever been a registered broker/dealer,

6 registered security salesman or licensed investment

7 advisor?

8 Or licensed investment advisor?

9 Right o

I have not.10 A .

11 Q. Do you have state licenses otherany than a

12 driver's license?

13 A. I do not.

14 Q What is your date of birth?

15 A.

16 Q What is your place of birth?

17 A . I Nebraska .

18 Q What is your marital status?

19 A . Married .

20 And your spouse's name?

21 Lisa Martinez.

22 Q And when were you married?

23 I guess we are all supposed to know this I

24 right? March 17th, 1997.

25

A .

A .

Q.

A .

A.

Q.

Q. Do you have any children?

Coach & Coach, Inc. 602-258 -1440
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I have four, one deceased and three living

What are their full names

Michael George Martinez, Eric Anthony Martinez

and Lisa Renee Mar tined

And what are their ages

Michael Martinez would 1987 t o

7 And Lisa and Eric are twins

8

years old, going to be 29

and they are 26 years old

What are their addresses?

Michael, my oldest, lives in

11 Colorado, recently moved there for work

that with me at this time

I don't have

Lisa and Eric live together

_ about six blocks from me on

14 don't have that exact address at this time

15 Where did Shadow Beverages and Snacks have its

16 business bank accounts?

17

18 with a banker named Rick Baker.

We started with First Fidelity in Scottsdale

And then we also had a

19 bank account at Wells Fargo in a different point in

We used the two different banks. Those were the

21 And we had a banking relationship, which was

22

23

24

only two

primarily f factoring, with First Community

Who were the signers on those bank accounts?

It varied from time to time You know, at:

First Fidelity it could have been Sam Jones, myself, and

Coach & Coach, Inc 602-258-1440
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I don't know if Richard Amrozowicz was part of that at

that time

Q

get: later

I think we have the spelling somewhere we can

8 of the banks at Wells Fargo.

Any other signers

And Eric Reinhard was probably a signer at one

And our controller

9 Josephine, at one point was a signer.

D-I-Z-O-N. was our controller

Josephine Dizon

10

11 Do you have access to Shadow Beverages ' bank

accounts. debit cards. and electronic transfers?

We never had debit cards And electric

16

transfers and wires were all done by Josephine, our

controller, and another person Kathy Reiser, who was our

director of administration And those two had to have

17

18

19

20

21

both sign, signatures to be able to do a wire transfer

or anything else

Q Did anyone else have access to do electronic

transfers even if they didn't actually ever do so

I probably, listed as a statutory agent and

signer on the bank cards, probably had the right to do

it I didn't know how to do oneI never did one

it always required two people to do it

Who has done any accounting for Shadow

Coach & Coach. Inc 602-258-1440
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1 Beverages and Snacks?

2 A. who has done the accounting work Well, we

3

4

5 who was a n owner in CKS

have had, in the course depending on what time frame, so

at one point in time our accounting CFO was Bob Korte,

Investments Securities up in

6 Scottsdale Bob was with us a

7 And for health reasons he let t.

for little over a year.

And when he let t, prior

8

9 Josephine

to him leaving, he hired for Shadow, the company,

And Josephine had been a controller and

10 And then our tax

11

accountant all her career of 30 years.

filings and that work was handled by Henry & Horne in

12

13

Tempe, Jeremy Smith.

And in 2014, I am sorry, '13 we had reviewed

14 So they were not

15

financials by Darlene Accounting.

audited but they were reviewed. S o w e have a statement

16 of reviewed financials

17

18

19

And, quite frankly, the only

reason that we didn't get to the auditing side was cost

basis, so a $45,000 bill to have financials completely

So we had a review done, which is kind ofaudited .

20

21

halfway in the middle, just adding some comfort to

everybody we were dealing with that financials were

22

23

under control and being reviewed.

Has anyone else done any accounting work for

24

25 I would have

Q.

Shadow Beverages and Snacks?

Not to the best of my knowledge.

602-258-1440Coach & Coach, Inc.
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1

2

3 Weissmueller was a member of Shadow.

4

5

to go back. If you are talking in the early stages of

Shadow, when we first formed the company, Ryan

And he was , by

trade, a CPA and accountant and helped set up some of

the things that we were doing. Then, through the

transition of kind of call it March or late February to6 I

7

8

April, until the transaction was done, Chris Larson, who

was a CFO of Mix 1 and CPA, helped do some review of the

9

10

11

12

13 And that was closed

14 when we closed.

15

books as also part of their process of due diligence

that they were going through at the time.

Where do you hold your personal bank accounts?

My personal is Bank of America and Platte

Valley Bank in Torrington, Wyoming.

It was really -- it is not a -- well, I

guess the answer to your question, personal bank

accounts would be Bank America.16 Our L&L partnership in

But that was17 Wyoming was held at Platte valley Wyoming

18 never a personal account. It was a partnership account

And that was closed when the business, we closed that19

20 business down.

21 Q Where does GSRC Capital Partners hold its bank

22 account ?

23 We don't have a bank account.

24 How was Shadow Beverages and Snacks started?

You know, it was started25 A. How was it started?

Coach & Coach, Inc. 602-258-1440
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1

2

by Sam Jones and I and a guy who, it was four of us, Joe

Dunnigan, Ryan Weissmueller. Joe was kind of a local

3 Sam and I both came

4

5

6

entrepreneur that we had run into.

from the Pepsi world.

The last five years of my career I managed the

Cost co business for the Us. And in that role, again, I

7 don' t know if you know this not but there are 80or ,
8 And

9

10 one price for distribution in the Pepsi world.

some independent Pepsi bottlers across the country.

I was working with Cost co. Cost co wanted a one plan,

So kind

11

12

13

14 plan .

of my work, I would say what my major accomplishment in

that last role at Pepsi co was I was the person that

developed the 36 pack, that packaging and that pricing

And then my job was to, at Cost co -- once Cost co

15 agreed to do, Cost co said we will do this across the

16

17

18

19

20

21 And

22

23

country only if every building serviced by Pepsi persons

sells that product to us.

So I spent about a year, year and a half

working with all the independent bottlers across the

country, getting them to align with the program so that

we could have a national program with Cost co.

through that, I built relationships with independent

bottlers.

24 And in their struggles, if you know the

25 industry, the struggles are, you know, Coke and Pepsi

Coast & Coast, Inc. 602-258-1440
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1 continue to decline. Consumers aren't looking for what

2 we refer to as the indulgent beverages They are

3 And we always had

4 discussions

5

6

7

looking for better-for-you beverages.

I always had discussions with principals

of those bottlers that the mother ship of PepsiCo was

way behind the times of bringing them brands that fit

this better for you. Indra Nooyi at the time was the

8 CFO, still.

9

10

So through that discussion, we all felt there

was an opportunity to go out and help them find new

And at the same time the No Fear brand,11 brands . I

12

13

14

15

16 Star rights.

17

Pepsi co had just did a deal with Rock Star nationally.

They used to distribute No Fear and Amp. And they did a

deal with Rock Star. And the gap in that was only

72 percent of the country or the bottlers got the Rock

The other 28 percent were left with

nothing, because Rock Star held that for its original

distributors.18

19 So these guys wanted to do No Fear.

20

21

22

23

PepsiCo

had the license agreement. They all kind -- we all got

together and said if we can form a company to get that

license, we will be the one distributing, and we can

start looking at other products to bring to us, new

24 ideas .

25 So we agreed to start the company.

Coach & Coach, Inc. 602-258-1440
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1

2

3 And

4

5

6

7

8

9

10

11

12

13

bottlers agreed to put together a fund to help us fund

the company and look for different ideas . And that fund

that they put together was called Spyglass Capital.

Spyglass Capital was a fund of a little over $8 million.

And it was really designed to go after three different

sectors of the beverage industry.

One was manus acturing, where they invested into

an air compressor, compressed air technology that had

just started to form; vending equipment that had

technology to be able to, kind of like Blue Tooth

technology, where you could access all the inventory out

of a vending machine from a computer; and Shadow

Beverages looking for new brands, now that we had No

14 Fear .

15 And we also had a relationship with Tom Dowd at

16

17

18

19 Phenom .

20

GNC really

And

21 So the

22

GNC, which Tom had a great relationship with Pepsi co.

And Pepsi co at the time was producing a coconut water

under a joint venture with GNC. And it was named

The product wasn't doing very well.

wanted to produce beverages with their name on it.

Pepsi, of course, didn't want to do that.

bottler said George, you Sam,

23

24

25

if we form our group, and

and Sam was an equal partner at the time, you come

together with us and we will distribute No Fear for you

so you will have a base business, then you guys go help

602_258_1440Coach & Coach, Inc.

I'll



l I

*Y * r

LUCIO GEORGE MARTINEZ VOL , I 10/15/2015 34

1 develop some o f these other brands.

2

3

4

And I don't have my dates exactly right.

2012 we signed an agreement with GNC to take the license

of their brands and launch out into the marketplace.

And we had, I would5 And we did that in 2012 and '13.

6

7

describe it as, good to great success because we

launched, we had GNC beverages into Kroger, into

We had Kalil here in town8

9

10

Safeway, into Albertsons.

distributing the product. We had Polar Beverages on the

We had a ton of people very excited about

and the two categories that we were

East Coast .

11 the GNC brand

12

13

14

participating in.

And then, as anything else, the leadership at

Tom Dowd, who was their chief operating

Their retail business was15

16

17

GNC changed.

officer, let t the company.

struggling dramatically. And they basically told us

they could not fund the marketing side of the brand we

And it all had to be put back on18

19

were trying to build.

our shoulders to build the brand. And there was just

20 to do that . W e were a

21

22

23

24

25

a company our size was not funded

very slow moving, you know, kind of breakeven cash flow

company really waiting with exit plane on every brand,

exit meaning we could build GNC up get good distribution

of it and GNC would buy that development with us.

And that's what the bottlers agreed to.

602-258-1440
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1

2

3

4

is when the Pepsi bottlers, who absolutely loved the

concept of GNC, that ' s when they made their investment

on the equity side and they made their investment on a

loan side.

5

6

And they were our largest investor

throughout the time frame that we were an operating

And then whenThey made those investments

7

8

9

10

11

company.

GNC had their own stock price issue, issues were very

prevalent, they were declining, their retail business

was struggling, they started closing some stores, and

they just wanted nothing to do with continuing to build

their brand outside of their four walls. Their retail

12

13

14 hit •
15 And we took a

16

17

18

stopping almost

we couldn't market distributors
I

19 other way.

20

business was, is the majority of what they do.

So at that point the company took a really big

We were supposed to be operating in positive

operating profit the next two years.

major list -- major hit with, you know, GNC completely

on a dime with us . We had product that

that started to go the

Nevada Beverages, one of them, they launched

But without anyit in Vegas. They were excited about

21 marketing dollars or way to build a brand, it just

22 doesn't work.

23 MR. MILLECAM: When did GNC

24

Quick question.

What was the time?

25

pull the marketing funds?

THE WITNESS : It would have been kind of the

Coach & Coach, Inc. 602-258-1440
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1 f all of '13. And I don't have those exact dates.

2

3

would have to go back, go through e-mails and when Tom

Dowd left his position with GNC.

BY MR. KITCHIN:4

5

6 another 1

7

8 A.

9

10

11

And you mentioned one company investing in

Was that referring to, Pepsi investing in

Shadow or Spyglass investing in Shadow?

Spyglass invested in Shadow.

And Spyglass was a group, and I don' t know the

exact number, but it is probably about 23 independent

Pepsi bottlers and beverage executives, or not all Pepsi

bottlers but all that built this first, this fund. And12 I

13 It was an $8 million fund. And it

14

15

16

17

18

it had a cap on it.

was only to be used for beverage companies or beverage

businesses, so, again, compressed air, vending, and

Shadows, where they put the majority of their money in

to help us with the GNC build, inventory, the

development work that we went along with, as well as

19 they were customers Right?

That was one other.20

21

They were buying the No

Fear Energy brand from us to put in distribution. S o

22

23

24

25

they were a real strategic investor because they

actually wanted to. And we presented the GNC brand to

people like Al Carey and Indra Nooyi, you know, at

Pepsi co. Those are their key executives at Pepsi co and

Coash & Coach, Inc. 602-258-1440
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1 And they loved the brand.

2 the And then

3

4

5

6

7

8

Frito-Lay. They wanted us to

build brand for another year and a half.

they wanted to get involved with GNC nationally around

Pepsi co. But we never got that f ar. We got to about

the 40 yard line and then GNC pulled the plug on

marketing dollars and did' t want to have anything to do

with the beverage anymore.

Who else was involved with the start of ShadowQ

9 Beverages beyond the four people you mentioned so f Ar,

10

11

if anyone?

A . Those were the founding partners And then a

12 little bit later Richard Scherer was introduced to it,

13 And Richard

14

who is the owner of The Pelican Group.

became an owner of it because he could -- he has the

15

16 time.

17

18

network of vending operators that buy product all the

And we were actually going to help use his

network to sell those people our product, those

So Richard Scherer was also one of the early

19

operators.

founding members

20

21

Q .

A .

How was Shadow Beverages funded?

What point in time?

22 Q.

At any time?

Over time.

23 A . How was it funded? You know, in the early

24

25

stages, it was funded, you know, in just the early work

that we did, it was by the four or five of us, so, you

Coast & Coast, Inc. 602-258-1440
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1

2 So I think it depended on what

3 It was somewhere between 8,000

4

know, f fairly minimal because we were very small and we

were not getting paid.

portion somebody owned.

and 32, 000 what somebody owned. And we were able to

5 start there.

6

7 And

8

Then we went out and started looking for

capital investors to help us with different brands.

our first brand was Ironclad Energy & Hydration with the

9

10

11

Ironclad apparel company out of southern California.

And we got a couple investors to come in, help us with

And we got started there. And then the nextthat .

12 major investor was Spyglass, if you look at it from kind

of investors.13

14 So then it was also kind of a circle of f Emily

15 and friends and folks that I knew that knew our

16 business what we were doing.I
I had a brother that

17 invested.

18 invested.

I had, you know, some neighbors that

Everybody that was working at Shadow all had

19 investments into it.

20 And when we first started, there was only one

And that was kind of our office21

22 person .

23 ex-pepsico person.

24

person getting paid.

That was Kathy Reuser, who was also an

She was on salary, but she also made

an investment into Shadow, her and her husband

25 personally. So everybody was kind of required, you had

Coach & Coach, Inc. 602-258-1440
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1 to be an investor and had to

2 Q.

you have skin in the game.

The friends and f Emily investors you mentioned,

3 what form did their investment take?

4 The first one was the PPM that we did at the

5 very early rounds

6

7

That changed a couple different

times, but that was the form of investment that we put

together.

8 Q. What was the -- what was -- when was the PPM

9 issued?

10

11

12

13

14

15 months

16

Well, it would have to have been early 2009.

And, you know, to the best of my knowledge right now, I

would have to go back and pull all that, but we started

in 2008, November of, when we opened our first office.

And the strategy worked, probably lasted three to four

And then the PPM, you know, the operating

agreement was put in place and then we started the PPM

17 work .

18 Q Was that, the PPM, for LLC units or promissory

19 notes or something different?

20

21

22

No, it was primarily all, it was all equity.

So it was all membership shares.

How many employees or independent contractors

23

Q.

did Shadow have?

24

25

Well, I would say, you know, at its peak when

we were doing GNC and we had distribution, you know, in

Coach & Coach, Inc. 602-258-1440
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1

2

the northeast and across the country, we were

probably -- employees meaning people that were getting

3 paid?

4 Not necessarily getting paid, but who were

5

Q.

acting as employees.

A .6 We were probably, to the best of my knowledge,

7

8

and I would have, again, to go back and get exact

figures, but we were probably as high as 23 at one time.

And that included the four or five executives that were9

10

11

not getting paid.

Q. What sources of revenue has Shadow beverages

12 had?

13 The sources o f revenue I

14

It is 100 percent

selling product until the fourth quarter of last year

15 where we started to outsource some of our other

16

17 anything else.

services, kind of from our selling services more than

And those would be, you know, under

18 agreements we did with Rumble.

19

20

21

So we brought three other brands that our

people were out selling and our manus acturing people

were helping coordinating. And we were getting paid for

that work. And that was kind of another effort to help22

23

24

25

drive some revenue into the company.

So we outsourced some of our employees that --

you know, our No Fear brand, when we lost GNC, we let go

Coach & Coach, Inc. 602 -258-1440
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1

2

3

4

They were in the marketplace

When we lost distribution, we

But an example would be we

5 And their

6

7

probably four or five different folks that we refer to

as territory folks.

helping with the brand.

really let those folks go.

had three still national sales guys or gals.

workload was probably, you know, about 80 to 85 until we

had acquired another brand, developed another brand of

8 some source I

9 So we went out and subcontracted some of these

10

11

12

other brands through Rumble that we could go out and

And we were paid for that on a monthly basis,

kind of contract work.

13 What investment offerings did Shadow Beverages

14 make other than the PPM you mentioned?

15 You know, the investment office, there is

16

17

18

19

20

21

22

23

24 And that would have been the last of any

25

probably three PPMS that went out in the early round of

f Emily and friends when there was a valuation of, you

know, a million dollars and there was a concept idea.

Family and friends invested. When we had our first

product built, which was Ironclad Energy & Hydration, it

jumped up to 5 million. And we had another PPM done.

And then we made some adjustments to that PPM kind of

early 2011 until we sold all those shares that were

outstanding.

of the PPMs that we did.

A .

Q.

Coach & Coach, Inc. 602-258-1440
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1 What were the time frames of those three PPMS?

2 A . I think the last one ended all the way into the

So it would have been '9 to '133 first quarter of 2013.

4 is when, you know, we were actually selling shares I

5

6

7

membership shares, units.

Do you remember approximately when in that time

frame the second and third PPMs were issued?

8 A .

9 First f Emily

And10

11

I don't right off the top of -- I mean it was

sequential to the work that was going on.

and friends, we got our first product out with GNC.

then -- I am sorry, with Ironclad, and then when we

12 secured the license for GNC with, again, somewhat

13 sequential.

14 We brought, you

15

16

17

18

The valuation of the company went from

a million bucks, everybody was diluted.

know, Ironclad in and we brought some more money in, and

everybody was diluted. And then we brought the Spyglass

people in for GNC, and everybody was diluted again

equally across all members to allow those folks to come

19 So the value of

20

in. But the valuation kept going up.

each unit that every member held continued to improve in

21 total n

22

23

And that last one would have been, again, 2013.

But it was, it is sequential to each one of those events

24 that had happened.

25

It kind of helped raise the value of

the company and, you know, how people were being

Coach & Coach, Inc. 602-258-1440

Q.

Q.



' n ,A

LUCIO GEORGE MARTINEZ VOL. I 10/15/2015 43

1 diluted •

2 MR. KITCI-IIN: Let's take a break for about five

3 minutes

4 (An off-the-record discussion ensued.)

5 BY MR. KITCHIN:

6 Q. In that case, how did the company search for

7 investors for the LLC units?

8 A I

9 And

10 We did

11

12

13 Korte and Dennis there in Scottsdale.

You know, we tried a couple different options,

you know, at first, you know, f Emily and friends.

then, you know, when we went to the GNC option.

a couple different things. One, we worked with CKS in

Scottsdale. And that's kind of how we got to know Bob

So we were under

14

15

an engagement letter for them to go out and raise some

capital for us under their process.

16

17

18

19

20

And at that time, they didn't have the right

reach within the beverage industry. So that's kind of

why Bob was kind of going through some things, I think

both professionally and personally with the health, and

he left CKS and came to join Shadow. And at that time

21 It is Marks,

22

then, we hired a company out of New York.

Carl Marks investment, a company out of New York . W e

23 hired them.

24

25

They flew in Peter Shafer, who was a guy that

had done a lot of work with the beverage industry and

602-258-1440Coach & Coach, Inc.
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1

2 So we

3

4 diligence.

5

start-up companies and brands. And, again, we were

raising capital on account of the GNC product.

had hired Carl Marks . They came and did all the due

They put together the, you know, sales

presentation or the PPM to go out and market it against

That lasted about three6

7

everybody, or to everybody.

months. We did that work with those guys and really got

8 nothing in return.

9 At the time there was three key principals

And Peter10 there .

11

12

13

14

15

16

17

Peter was the lead beverage guy.

ended up leaving the firm of Carl Marks, a New York

based company. Again, they were leading the work until

peter let t. And that basically diluted their beverage

contacts to zero, to nobody that they really knew. And

what you really need in the industry is you need folks

that understand beverage builds and distribution and

multiples and how that works. And with all those guys

18 gone, we cancelled that agreement with Carl Marks

19

20

So, you know, we used those companies,

specifically had an arrangement with Carl Marks and CKS

in Scottsdale.21

22

23 mentioned,

Q. For the friends and family investors that you

for how many of those did the company know

what their financial status was in terms of net worth24

25 and income?

Coach & Coach, Inc. 602 -258 -1440
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1 A .

2

3

4

5

I don't know specifically if we knew what

everybody' s net worth or income was, but based on the

PPM and the investor questionnaire, they were required

to sign that they were qualified investors . And they

don't think we did any othersigned those documents. I

6

7

8

9

10

11

12

13

14

research to say give us proof of qualified investors.

They knew what they were signing and they had to sign

that line, that they were a qualified investor and

understood the risk. And that was just part of the PPM

and the process. But I don' t think we knew, you know,

everybody's financial status or position at the time.

Q. And for the friends and f Emily investors, for

how many did the company know their level of investment

experience before they were given a PPM?

15 I don't know if I could answer that

16

17 I don't know if

18

specifically thinking through all the different ones

that either I spoke to or Sam spoke to.

I could answer their level of sophistication around

19 investments

20 Was it not known at the time or do you just not

21

Q 1

remember for new?

22 A .

23 asked those questions

To the best of my knowledge I don' t know if we

And I wasn't the one that did

24

25

every single one of those investments.

Sam Jones, Ryan -- I am sorry, not Ryan.

Coast & Coast, Inc. 602-258-1440
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1 had a couple folks that he was talking to that we showed

2 our business model to. We showed them what we were

3 trying to do. We showed them the GNC brand.

4

5

6

Quite frankly, the GNC brand itself and that

project was probably the catalyst. I mean, you know,

anybody that kind of follows beverages or health and

wellness walks into a GNC store, man, if you can just7

8

9

get a bottle that says GNC and we could own a part of

that, that's a great opportunity. And it truly was, you

10 know .

11

12

13

As anything else, it was built to be a very big

opportunity until the GNC, the GNC business, not the GNC

beverage business, their business started to struggle on

the retail side.14

15

16

17

And then we, as anything else, we lost

our, I guess, our coach and supporter within the GNC

brand when Tom Dowd ended up exiting the company.

And besides you and Mr. Jones andQ

18 Mr.

19

Dunnigan -- is that the name?

Dunnigan.

20 Dunnigan? Besides the three of you, did anyone

else at Shadow introduce the LLC units to friends and

Q.

21

22 f Emily investors?

23 A. Yeah . You

24 Richard

25

I would say Richard Scherer did.

know, give you an example of how that worked.

Scherer knows a group of guys in Palm Springs.

Coach & Coach, Inc. 602-258-1440
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1 Richard

2

3 We went out and played.

4 What do

5 We tell them. How do

6

7

were all members of the Hideaway Country Club.

and I were there one weekend reviewing some business.

It was a country club

atmosphere, five or six of us around the table:

you do, what are you working on?

I get in? We said we actually have this many shares

left to sell.

8

9 experience. And those would

10

11

Richard new these guys from his country club

They were all new to me.

be people like Al Flee nor, Tom Grifferty, guys that were

all at the country club that said I would like to be a

12 part of this. We said we could forward you the investor

13

14

15

16

17

18

19

20

questionnaire and the PPMS and we can forward you all

the information on the company.

We sent them, you know, company presentations,

brand presentations, what we are trying to do with GNC.

And we probably had, and I am guessing a little bit,

using round numbers again, probably four or five guys

from that group in California, you know, in the range of

half a million dollars, 700,000 that they, over one

21

22

23

24

weekend, get in that atmosphere. We were all playing

golf . And they were always looking for investments.

And they all opted to put in, from one guy gave 25 grand

in, one member maybe 200.

25 Q And to

Coach & Coach, Inc. 602-258-1440
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1 A .

2

So Richard, to answer your question

specifically, so Richard was also one that kind of

3 assisted because those were his investment buddies.

4

5

6 A .

7

8

9

10

They all had other investments together.

Q. Anyone else besides Mr. Scherer?

Not to the best of my knowledge at this time

thinking back on how that kind of all happened when you

are talking about shares and investments.

The company then kind of shifted a little bit

to, you know, kind of exiting what we were selling as

shares. And at11 We started to look at debt options.

12

13

that point, we ran into another ex-pepsico executive.

And his name is Rick Peterson. And he was brought to us

14 by -- it was kind of a funny world. I don't necessarily

15

16

17 And I would

18 have to research his name.

remember the name of the investment company, but it is a

f Emily office in north Scottsdale that Bob Korte had

introduced the investment opportunity to.

I think it is Barry. He had

19

20

a great interest in Shadow.

office with his beverage consultant.

And he shows up to the

And his beverage

And Rick didn't know that21 consultant was Rick Peterson.

22 it was myself, Richard Amrozowicz, who at one time was

23 kind of our COO, Richard and him used to work in the

24 That was kind of an

25

same office together in Dallas.

interesting -- he walked in as a consultant to the

Coach & Coach, Inc. 602-258-1440
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investor and knew all of us.

2

3

4

So at the time Rick was going through some

f Emily issues, dad struggling through life. Rick lived

in Dallas. His dad was living here in Phoenix. H e

5 wanted to make a move o He came in and said, you know, I

6

7

8

9

can maybe help with this capital side.

He had left the beverage industry and then

moved over to the financial capital investment world and

And he had been just doing thattaken some classes •

10 k i n d  o f work the last three or four years.for H e  h a d

11

12

13

14

financed a vodka company that he showed us how he went

and got that money from a vodka company, that he was a

part of what they were doing there.

The investor that he came in with initially

15

16

opted not to participate because he thought it was an

It was in the $3 millionamount that was too much.

17 range, and his f Emily office didn't want to make

18 investments that size.

19 So Rick then came back, again, because of this,

20

21

he knew, he knew the other three guys at Shadow better

I was I knew who he was when wet h a n  h e  k n e w  m e .

22 both worked at Pepsi. And then Rick decided to come.

23 H e was

24

25

He had no employment opportunities at the time.

still working his capital business and his vodka

But he needed to move to Phoenix for hiscompany.

Coach & Coach, Inc. 602 -258-1440
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1 f Emily issues

2 He needed an

3 And

4

5

6

7

8

9

10

So we basically made a deal, if you can

help us, we will give you an office space.

office space to conduct kind of his vodka company.

so we brought him along as kind of a capital advisor.

And he was out not only talking to people about

Shadow but about the vodka company and probably two or

other deals that he had pending. And he ended up

bringing, again, without going through the math, he

probably did $1.2 million that he brought in under kind

of loan agreements and warrants, not necessarily equity

So we -- because we were not doing a PPM at11 shares o

12 that time. So he wasn't out pitching a PPM. H e was out

13

14

15

16

17

pitching an investment that could convert into equity

and different components on how anybody who wanted to

put an investment into the company -- more from a loan

standpoint versus buying membership shares.

So that' s how Rick then came into the company

Rick18

19

as an executive, worked along the side of us.

never really worked on brand strategy or brand

20 development. That was our work.

21 You know, I was, again, running the operating

Richard Amrozowicz and Sam22

23

24 flavor house, ingredients

25

side of the salespeople.

were running the development work around packaging,

And Rick was working

specifically on, you know, finding capital to help us

Coast & Coast, Inc. 602-258-1440
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1

2

3

4

5

6

you know, produce products.

We were off trying to close an agreement with

Sys co Foods, as an example. And Rick was trying to find

the capital for us to produce that product to go to

Sys co Foods . And Rick was part of the four or five

members that were not, you know, four or five executives

7 We did literally

8

9

10 So every quarter he was

11

12

13

14

15

16 shares 1

17

that were not drawing paychecks.

everything we could to be sure everybody could be

reimbursed for expenses at the time. And Rick was

compensated with shares.

getting shares of the company.

And because Sam and I agreed all board members

and Rick, as kind of a consultant at the time, not

necessarily employee, those we did, we did help him with

a, with health insurance. Then we were giving him

And the shares we were not diluting from the

Sam and I were diluting

18

rest of the membership.

ourselves every year for board members and we would kind

19 of define as consultants

20 Bob Shafer, He

21

So we had another gentleman,

an ex-pepsico guy that kind of helped.

All those shares to

22

23

came over and did consulting work.

those folks were just given to them under an agreement

out of our shares of the company. So other members, my

24 point is, other members were not diluted for consulting

25 work o r board members.

Coach & Coach, Inc.
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1 Sam .

2 Q.

3

Backing up to the LLC units, who drafted the

three PPMS for those that you mentioned?

4 A. The first one was probably drafted here in

And it was that kind of work was led by Joe5 town . I

6 Dunnigan • I would have to go back and get the

I want to say it was7

8

attorney's name here in town.

Brian, but I am not sure it was. And then really, after

9

10

about a year, we hired Richard Walters out of

Springfield, Missouri. And Richard Walters was one of

11 our members, attorney, guy that he knew.

And Richard was kind of in the M&A work and had done

We met him.

12

13 this work for clients before. And he was with -- God, I

14 don' t know .

15 firms .

16

My mind went blank on these attorneys'

He was with a large firm and then recently, then

about two years later moved over to a different firm.

17

18

And I can get you all that information on what firms he

But Richard Walters was the guy that drafted

all that work for us and did that and became our kind of

was with.

19

20 attorney a

21

22

And it was all based on everybody in Phoenix

was $450 an hour, and Richard was, Springfield,

And we were like,23

24

25

Missouri, he was 325, $325 an hour.

we were going to take the guy on that side of the fence

because it is just the kind of company -- we weren't

Coast & Coast, Inc. 602-258-1440
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1 You know, expenses were tight. W e were

2

3

paying people.

really trying to build revenue and investing all of our

money into field people and marketing components to

4

5

support the company.

Q. Were commissions ever offered for sale of the

6 LLC units?

7 A . Were commissions for the sale of the LLC units

8

9

No, I mean nobody that ever sold the LLC units ever

received commissions or cash or shares for doing that

10 work . Nobody ever did that.

Q

12

13

14

Were there any agreements that anyone was

supposed to receive commissions for that but didn't

ultimately?

Again, the answer to your questionA.

15 and theI

16

specifically, you are referring to shares

answer would be no.

17

18

19

When we are talking about bringing in some

capital and loans, and we did do that with Rick, we made

those agreements under a little bit of the pretense that

20

21

22

23

24

25

he was a licensed broker, because he was in the capital

world way before be came to us and that ' s where he had

been spending that work. So we agreed that, as kind of

a licensed broker and going out and raising capital for

the company, that he was entitled to either, three

components of either shares, warrants, or compensation

602-258-1440Coach & Coach, Inc.
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1

2

when the company got up and running, but we were not,

and, also, you know, kind of that we were not taking an

3

4

5

6

7

investor's money. If an investor gave us ten bucks, we

weren't taking ten of it, putting it into the business,

and giving him two. The commission would be based,

would be once the company started to be profitable and

there was, there was money to pay those kind of things.

And then we sooner - - later found out that Rick8

9 was never a licensed broker So we couldn't even adhere

10 to what we kind of agreed because he did' t have a

11 license to do that.

12 Q Has he told you that he had a license to do

13 that?

14 A .

15 with,

Yes, in the early stages when he was there

and again the advisor role that he had, that he

So that's how we understood16 was a licensed advisor.

17 that .

18 Q And what specific licensing did he say that he

19 had?

20 A . I think it was just that general, is a licensed

And I don't think we asked for a copy of his21 advisor u

22

23

24

license or broker agreements . Again, maybe we made some

bad assumption when he walked in with a f fairly large

f Emily office in Scottsdale and he introduced them as

25 his consultant and advisor in the beverage category, in

602-258-1440Coach & Coach, Inc.
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1 So that's kind of what we kind of

2

the beverage space.

took at f ace value.

3

4

Q. And when did you determine that he didn't

actually have such a license?

5 We determined that, it would have been, you

6

7

8

9

10

11

12

know, kind of late last year when Rick became

disgruntled, not happy with the situation, said, you

know, I am going, I am going to have to sue you for my

commissions. And the first thing our attorney said is

you are going to have to ask him to show you his broker

license and advisor license if he is going to sue us.

And that's when we asked him for his license. And he

13 said I don't have one. I t was like, well, how are you

14 going to go about this then.

15 And then we just let his attorney push through

16 that work, and we were just like, you know, not much we

17

18

were going to do then, we will let the court decide what

is owed to him based on what the legal law allows us to

19 do with him or what he could claim.

20

21

22

23 when Our attorney

24

25 And he

.gt

But when we asked -- when he threatened, I

don' t know threatened is the right word, but when he

advised us that he would be getting legal counsel to sue

us, that's we asked him for the copy.

said you need to ask him for a copy of his license,

validate that he does have that. Right?

602-258-1440
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1 couldn't produce that So he didn't. And so that

2

3

doesn't necessarily even mean today that I am aware if

I am aware that he could not producehe is or isn't.

4 them. So I don't know and haven't done that research.

5 I am not aware.

6 Q. For the LLC units, approximately how much in

total was raised for the sale of the LLC units to the7

8

9

friends and f Emily investors?

To friends and f Emily investorsA. And I know

10 So you can go

11

12

you have a copy of the balance sheet.

down to retained earnings, and, again, I am giving you

rough numbers, but that number is probably in that

4.8 million. Friends and f amities, round, would have13

14 been maybe a million, in that neighborhood. Again, I am

15 I don't have I can pull up

16

17

18

giving you round numbers.

spreadsheets and give you every investor, all the

documents or all the percentages and at what level they

But that is my rough kind of recollectioncame in at.

19 of those breakouts

20

21 A.

22

Do you have access to such spreadsheets?

Absolutely. The last kind of primary document

that we used, and I don't know if it was submitted, but

23 your requested documents was that one that we really

have used with Mix 1. In our kind of settlement of our24

25 transaction of selling this brand for 12.2 million, we

Coast & Coast, Inc. 602-258-1440
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1

2

have all shares, money, and everything into every

investor and creditor allocated to where that money

3 goes .

4

5

And, again, I will say money.

our currency as stock as well.

where all that goes.

We are referencing

So we have a spreadsheet

That ' s the document that

6

7

8

9 money back .

10

11 W e

12 And

13

14

15

16

settlement agreements were being worked off of.

So, again, we worked to get the document

completed as a whole so we knew that everybody got the

In that document, I represented 12, and I

am again rough numbers, 12 and a half percent equity of

the company. Sam Jones is also kind of right there.

were probably, we are the two largest shareholders.

Sam was in the 11 to 12 range.

In our spreadsheet and as we neared, you know,

this issue that we knew we were going to be f aced with,

and we did the transaction agreement, both Sam and I

17

18 paid .

19

20

pulled our shares out of the pool of how to get people

And we basically agreed to, Sam not so much as I,

and Sam is still f fairly angry that he gets nothing, but

we agreed to, no matter -- the transaction which you saw

21 comes in three pieces.

22 There was one component of a loan transfer from

23 Spyglass to Mix 1.

24

25

There was one $1.5 million in what

we refer to as No Fear parables, which those were -- a

lot of the notes payable meant anything that we used for

Coach & Coash, Inc. 602-258-1440
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1

2 We could not use

3

4

production in No Fear. Any employee that worked on No

Fear, those were No Fear parables.

that money to go pay off a GNC debt, so to speak.

That's why it was defined that with Mix l. And

5

Right?

the rest of it was then in the 1.2 million shares.

6 Out of all those three components, we dl :Led

7 And in

8

that up against our parables and our investors.

order to be sure that we got everybody paid off the I use

9 round numbers , 23 percent of the company that Sam and I

10

11

12

owned jointly, we pulled our percentages off the table

and said priority is we are going to pay these people

first because we took their money and we put -- and,

some of the documents where we13

14

again, you can see all,

put some of our own cash in, couple hundred thousand

15 But w e were

16 I

17

18

each, and five years of sweat equity.

willing to let that go to the garbage can, if you will

so to speak so we could take care of all of the early

obligations to investors and creditors.

19 And that 's on the spreadsheet And I don't

20 know if that was submitted as one of your documents but

21 it could be submitted easily. That ' s a working,

22 breathing document that we are using today.

23 Is that a Shadow Beverages document or a Mix 1

24

Q.

Life document or both?

25 It is a Shadow document, because they are our

602-258-1440
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1

2

3

obligations. But it was absolutely shared with Mix 1.

That's how we agreed to how we could get to the selling

price of 12.2 million.

4 MR. KITCHIN: Is now a good time to take a

5 break?

6 THE WITNESS : Yeah, now would be great if you

7

8

guys are okay with that.

(A recess ensued from 10:30 a.m. to 11:26 a.m.)

9 BY MR. KITCI-IIN:

10 Q.

11

12

13

Let's go back on the record.

For Shadow Beverages ' promissory notes, how did

the company search for investors for those notes?

There wasn't a process of -- it was all

14 internal folks that we knew of or somebody that knew of

15 somebody that wanted to.

16

17 and, quite

18

19

20

You know, so the work, I mentioned earlier, a

gentleman named Peterson, that he started

frankly, it was a little bit of our network of, you

know, corporate America folks, a lot of people that we

had worked with at Pepsi. If you kind of followed the

21

22

23

24

Pepsi career path, you were normally there 15 to 20

years. And then you are in another f fairly good sized

job and you have done well and you understand the

business

25

A .

And you understand, you know, some big bets.

Everybody has always heard the stories of, we

Coast & Coast, Inc. 602 -258-1440
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1

2

were all around the day, you know, SoBe sold for, you

know, whatever that crazy number was, you know, 800,000

and Vitaminwater for 4.2 billion. And we all worked on

I

3

4 And who made all that money? So

5

those brands early.

the corporations, the companies did.

6

7

8

9

So everybody knew that, I would say we used the

analogy that, you know, you have to pop 100 balloons to

get the prize. And in beverage, this development

process of what Shadow was around, incubator and

10

11

accelerator brands, that it was a little bit of popping

And when we landed the GNC, we kind

12

13

14

15

16

17

the right balloons.

of felt, wow, we popped three balloons and the prize

just fell out. It is GNC, the biggest brand name in

health and wellness and better for you that you can

apply to a beverage. If we could only get the formulas

right and get distribution right, we could get marketing

at a low cost because we had a marketing partner that we

18 were doing revenue share with, meaning we were paying

19 royalties n

20

21

22

23

24

25

So that's just a bit of the process of the

investment group or community, where it wash't

advertising; it was I know somebody looking for an

investment, I heard about you, I am drinking No Fear

Energy, I tried the GNC product.

When we started doing some other work like with

Coach & Coach, Inc. 602 -258 -1440
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1 Mix 1 on the contract side, Mix 1 was a contract

2 And Rumble was the advisors They built

3 A

4

agreement.

the -- Mix 1 was a shell company, public company.

group of small investors bought the formula and the

5 research from Hershey Foods, who, you know, the same

6

7

8

story happened there.

In 2012, one day new management at Hershey's

said our confectionery business is absolutely, you know,

9 declining, no one is eating chocolate and sugar products

10 anymore I we have got to focus on that, and we don't want

11

12

13

14

15

16 They can do

17 that .

18

19

to get a new business, which they already put in

25 million into this brand called Mix 1. They purchased

Then they invested and built the team of 124

people. They had an investment of about 25 million.

And one day at a boardroom, they decided count that out,

we have got to spend money somewhere else.

That 's rounding errors for those guys.

And this group put it in a public shell with no

They just knew they had an asset
I

20

21

22

23 So that ' s

24

25

beverage experience.

that they felt it was an asset that hedge funds and

other brokerage houses are looking to invest in that

sector of health and wellness. Everybody says I need

3 percent of my fund in health and wellness.

why Mix 1 felt they could really accelerate the process.

But they had no beverage experience.

Coash & Coash, Inc. 602-258-1440
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1

2

3

4 then

5

6

So through Rumble as the kind of consulting

group, Rumble built a full executionable plan, which

what you have to go do, here is the people you need,

here is the money, here is how you spend it, and

hired Shadow to start that process, which we were the

we were the ones delivering it here in

7

ones out selling,

We had a meeting with Kroger to get it into

And that's how we

Phoenix .

8 Fry's. You have seen it in Fry's.

9

10

11

12

started that process.

So it was never any advertisement for funds.

It was just through the people we knew or through -- you

know, Rick Peterson was probably, again, leading that

So outside of that circle, there were a lot of13

14

15

group.

folks I did' t know that he would bring to the table and

said this guy wants to hear about the business.

would show him our business this is what we would like

We

16 I

17 to do. That' s how we kind of moved forward with each

18 one of them.

19 Did the company provide note investors with any

20

Q.

offering documents?

21 A. No.

22

I would say if you were to look at the

documents, you would see there is probably not, for lack

23 of a better word, consistency, because everybody would

come to the table with kind of their own I will lend you24

25 money but here is what I like to use, here is my own

602-258-1440Coach & Coach, Inc.
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1 S o

2

promissory document, here is my own note agreement.

while we had one we would use, we would say this is how

3

4

5

6

7 and kind of

8

9

10

we -- no, no, we want to bring our own or my accountant

will send you those. So you would see in the files of

creditors, you see that there is different looking

documents because everybody wanted, you know, their own

felt if it was my money and I want to do a

deal with you, I want my document I felt comfortable

with or maybe I have used in the past, legal counsel may

I< n % } m m v U w o

11

have given that direction.

Q. What kind of documents about the company were

12

13

14

You know, it was really

So it was an

15

16

17

18

19

20 described it, functional expertise.

note investors given?

Were investors given?

what we called an executive summary.

executive summary that gave them a little bit about the

industry update, so talking about what beverage

categories were growing.

We had bias of who we were and why we felt that

we had a team of folks to be able to provide, as we

We didn't have a

21 We didn't have a

22 We had

23

24

sales guy trying to be an accountant.

manus acturing guy trying to be a legal guy.

everybody kind of in the right place. Sc we shared that

with them.

25 We shared brands that we had in place and where

602-258-1440Coach & Coach, Inc.
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1

2

3

our distribution agreements were, with primarily with

the Spyglass or Pepsi guys that were also our

distribution partners, and products that we were working

4 on.

5

6

And then we would either provide, you know, a

pro forma of some forecast that this is where we think

7

8

we can go if we can go do this -- forecasts primarily in

that scenario included our agreement with Sys co, because

9

10

11

12

13

14

15

we had an agreement with Sys co to put product in

17 warehouses, to get 30 percent of their 285,000

accounts that they sell to on a weekly basis, that they

service on a weekly basis that carry energy products,

that they would be carrying our products.

And, again, the, for lack of better words, the

demise was their merger with US Foods, them halting the

16

17

centralization of procurement into Houston. And, again,

I use the example of three of those other companies have

18 And

19 And we are,

20

completely gone under and two are still alive.

Boylan has completely changed their model.

we were in the process of changing ours before we went

21 to Mix 1.

22 Q .

mentioned?

Who drafted the executive summaries that you

23

24

25 all of us.

That would have been the compilation of kind of

Kathy Reiter, director of administration,

Coach & Coach, Inc. 602-258 -1440
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1

2 did.

3

4

5

kind of had bias and industry research done that she

And that was through industry research being

through organizations that we were part of, BevNET,

Beverage & Food Magazine, the network of folks that we

had where she would compile that data on business

6 trends I what categories are growing, what categories are

7 Biog are kind of

8 The brand work

9

declining, where consumers are moving.

clip and paste from what we had done.

and distribution work would be, brand work would be a

10 Distribution would be

11 me C

little bit by Richard and/or Sam.

I was kind of the key guy and president of

12 distribution work.

13

14 years I

And then Sam was a part of this for quite a few

And then it would have been in 2013, I believe,

15

16

17 Newton shootings

and we could look this up, but Sam lives in Newton,

Connecticut, and he was here in Phoenix that day of the

And he hadHe was in the office

18 two kids in that school.

19

So you can imagine what that

And his wife is a senior vice president

20

21

day was like.

of HR for Hubbell corporation.

And he went home that day.

22 know,

And I think, you

of course as the story goes, that month him and

23

24

25

his wife and f Emily went to eight funerals for eight

kids that had been to his house for birthday parties.

And it absolutely just changed his perspective on life

Crash & Crash, Inc. 602-258-1440
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1

2

3

4

And we gave him probably four or five months of a break

and said, you know, you just got to worry about the

f Emily and kids and your wife.

And they made the decision at that time that

5

6

they weren't going to raise their f Emily that way.

Because Andrea was in Virginia on a private plane to

Sam was in Phoenix at the office . And a nanny7 Hubbell •

8

9

10

11

12

13

was in charge of the kids . And then when they went to

try to get the kids, they wouldn't release them to the

nanny. There needed to be a parent present . So through

all that they decided and Sam decided I am out, I cannot

keep doing this, I am not going to travel, I am going to

be Mr. Mom. And his life changed.

14 And it had quite an impact on our business, o f

15 H e led a lot

16

17 GNC ¢

18

19

20

course, because he was a founding partner.

of the development work with the flavor houses and the

He actually was the one, I would say,

quarterbacking, you know, the project at American

Outdoorsman that went south, and a lot of it because he

had a personal situation that I think all of us together

He had two little21

22

23

24 Q.

25

would say he did the right thing.

boys and they are being raised now by their dad instead

of a nanny. And I think it is the right reason.

Who prepared the financial projections that

were given to investors?

Coach & Coach, Inc. 602-258-1440
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1 I would say that would have been a combination

2 between Josephine, our controller, Richard, who was our

3

4

manus acturing guy.

So Richard had to have forecasts to be able to

5 meet demand.

6 meeting .

So we typically had every Tuesday a

It was the controller, it was three

7

8

salespeople from outside the country, or outside the

state, the one key salesperson that managed our Sys co

9 business and broker system, and myself. And we would

10

11

put together forecasts to determine what are we going to

have manufactured.

12 That would be the basis on what it would take

13 to build forecasts to show people that here is what we

14

15

16

17

are selling, here is what we are told we are going to

sell based on distribution, here is what we call

That's what is being sold consistently to

He is

18

19

throughputs.

a bottler in Eugene, Oregon on a monthly basis.

buying 18 pallets a month, so next month should buy

another 18 pallets. Or if there was a promotional

20

21

22

program, we would allow $2 off a case so they can take

it out to the marketplace for two for three pricing,

then we would do that.

23

24

But it was a compilation of everybody' s input

on the forecast where the business was going based on

25 those business metrics.

A.
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1 Q What were the funds from the promissory notes

2 supposed to be used for?

A .3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

It was 100 percent all operating business, I

mean from manus acturing to making payroll to paying rent

to paying transport to buying ears . They were all

100 percent operating. And everybody knew the operating

costs primarily were driven by we had to produce more

product, especially in that window of time where we bad

the Sys co agreement. And we pushed product to, you

know, 17,000 -- or 17 warehouses, freight bill alone was

$80,000 to push product to those, and then produce the

product and have the salespeople ready to go.

And then we -- when I say operating, it also

means, you know, marketing pieces, from table tents to

barrels, that we had to provide the salespeople to be

able to go out and sell to a convenience store in New

Jersey. They carry No Fear Energy and they needed POS

and Signage . And we produced probably a couple hundred

thousand dollars of that product to suppliers and then

ship it out to Sys co f facilities so salespeople would

21 have it .

22

23

24

25

And, quite frankly, it was all that that I

would say enticed, or is what Mix 1 saw the value in

what we had. And that ' s how they came to an agreement

as a public company going the value is $12 .2 million of

Coach & Coash, Inc. 602-258-1440
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2

3

4

5

what you have : the operating company, it is the

distribution agreements, it is the No Fear brand because

that ' s the only thing we really sold them from the brand

perspective, and it is your industry knowledge, or we

You can call the Pepsi guyrefer to as industry access

6

7

and say, hey, we want to extend this agreement next

That 's what Mix 1 looked at and said, hey, you

8

year.

have got 12.1 million.

9

10

And we started, again, in that range, again, we

started in the range of valuing the No Fear brand of

11 around $18 million And that was our first kind of

12 And 12.2 was really in

13

14

And then we negotiated.

their range of what they could offer without doing

If it was over the 20 percent thresholdsomething else

15

16 membership vote

17

of the market cap, then they would have to go out get a

And they had the authority to be able

to acquire an asset under that 20 percent, or however

18 that works .

19

20

21

22

23

24

25

Again, I am not by any means a securities

expert. They were the buyer. I was the seller, and

working with them kind of hand in hand. And when we

kind of got to that point, we felt we had a deal done at

$12.2 million and that was going to satisfy everybody

that we had, which we have settlement agreements as

early as June to even creditors today that have pushed

602-258-1440Coach & Coach, Inc.
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1

2

3 those .

4

us, you know, to voluntary.

And, you know, it is not like we hide from

I speak to Jim Mueller and those folks f fairly

I don't blame you. We sold an assetof ten . Right '?

You filed an 8-K.5 April 1.

did the work.

It is public.

6

Everybody

It is now 160 days later and I don't have

7 So if I

8 You sold

9

10

that money yet to pay you, to pay everybody.

was a creditor, I would be a little upset.

something, and you don' t have that money yet.

And that's a little bit of what tomorrow and

11 You know, we

12

13

I mentioned to you, this is not a secret.

responded -- well, if you follow the track record, a

petition was filed I think three times, because the

first two times we were never served, because we were14

15

16

17

18

still negotiating with them on a settlement agreement.

And Mix 1 was doing some things that they had to get

done to be able to get the funds completed. We had

settlement agreements.

19

20

21 I am not sure

22

So even those creditors, you know, said, well,

you know, we filed a petition, they didn't serve it so

the petition expired after Io to 12 days.

how that works but whatever that time frame was. And
I

23 then we would have another discussion.

24

25

And they were

like the stock price is still diving, we are still going

They filed again.

Coach & Coach, Inc.
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1 And the third time we basically called them.

2 We said let's don't do this third time, you want

3

4 us.

5 And we

6

7

8

file, we want to consent, so let's just agree you served

So we literally did it that way. It was not

anything we were hiding from or running from.

did file to -- you know, we kind of -- to consent to

move to Chapter 11 and to expedite.

Those were kind of our three responses that we

9

10

11

12

filed back -- that we thought were important for us so

that we could go back to 11, so that we not

necessarily -- that we have an operating business that

we are running today.

13

We are not necessarily running or

Today

14

collecting every revenue

Shadow is a shell.

We have no employees.

But we have receivables on our

15 balance sheet, you know, of, you know, the remainder,

16

17

18

19

20

21

the $1.5 million to pay off creditors and people that we

used money to produce product with. We have stock in

the neighborhood, in that, what we collected of

$8 million in stock that, in today's world of what has

happened, is, that dollar amount is probably $2 million.

And we have sat down with Mix 1 and said this has to be

22 corrected, we did a deal.

23 You know, there is some discussions on

24 rescinding.

25

And that ' s why we are going to the court

tomorrow and we are asking for another 90 days to

Coach & Coach, Inc. 602-258-1440
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1

2

3

restructure, not necessarily the company, but to

restructure our receivables so back to Mix 1 and say I

have 1.2 million shares and today that value is X and it

4 needs to be Y because that's what we agreed to, so

5

6

either you give us more shares or more cash.

And even though -- I mentioned earlier that I

7 resigned August 12th because of this conflict that had

8 become very obvious I am on the Shadow side and, also,

9 And that conflict didn't

10

11

trying to run their business.

work anymore. I had plenty of discussions with Mix 1

They know what is coming.folks 9 They know Shadow is

12

13

going to demand that they improve the value of what

there is today versus what we agreed to and/or

14

15

16

17

18

19

20 And Mix 1 strategy work

So that's what is in -- filed21

potentially a rescindment deal.

And they are working diligently on completing

their financing and their funding so they can get that

done through a group of Northland Securities, who I also

went and met with and pitched them the business based on

the executive summary that we have, we use that ' s very

identical, except it has Mix 1.

was all done by Rumble.

22 publicly.

23 And we have to be able to correct the situation

24 at Mix 1, and that could be a little bit of an issue for

25 We are somewhat concerned that it could get a

602-258-1440Coach & Coach, Inc.
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little nasty how f Ar we press them

worth $12.2 million and that met all of our obligations

But with

But we had an asset

now, that is an issue for us

to everybody we made, or to everybody we have

this issue of them not having that value there right

And we have to get that

6

8

9

corrected so that we can meet the obligations

So tomorrow we are asking the judge to give us

another 90 days to move to 12 or to 11 so we can

And it is a restructure of ourrestructure

10 And it also allows

11 Right

He knows

14

receivables, nothing more than that.

us to do this the right way.

You know, Tom Salerno, who is an expert in this

field, knows what he is doing you know

has the best interest of the creditors and debtors, and

15 The call that I had today was

16

17

18 done

19

20

21

22

that's important to us

when that money is coming so we get Tom on board and he

is going to be representing us and go get that work

And hopefully the judge, who knows Tom and has

been in and out of her courtroom, says, you know, I

trust you are going to do what is right for all of these

people represented here today, the creditors and

debtors. And that 's the work we are going to go do

23

24

my own kind of

we live off of

25

And that has caused, you know

personal situation is my wife has a job;

her income We live in Chandler, Arizona Our kids are

Coach & Coach. Inc 602-258-1440
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older so it is now payback.

And lam

I have refused

7

9

10

11

12

13

14

15

They support Dad and Mom

They got to buy dinner every now and then.

my main goal is to work through this in the next 90

days I have had a couple job offers

to do that because I am not going to leave until we

finish what we started, what we got to get done to the

people that trusted us with their money and the people

that, you know, we made commitments to to go deliver on

that and knowing that, you know, like everything else

there was some sort of risk But the majority of these

people are people I know. They are my f Emily members

They are business people that I will also do business

with down the road. And we are going to do everything

we can to ensure that Mix l pays the value of what we

sold them. because we built that off of our sweat and

16 We built something worth

17

off of people's investments

$12.2 million

20 application and was

21

22

23

24

25

We just need to collect it now

And that's, again, that's a little bit of our

We would have hoped in June when Mix 1 had an

and part of what drove us to

accepting the Mix 1 transaction, knowing that they

needed financing, was they presented to us a document

that was from NASDAQ, that NASDAQ did approving their

uplifting. And I don't know if it was a supervisor or

their approval committee had been reviewing the

602-258-1440Coach & Coach. Inc
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1

2

3

application for the NASDAQ uplifting since November.

And I had been part of getting that approval committee

information on Mix 1, the brand, what we were going to

4

5

6

7

8

9

10

do, all those things.

The committee came back with an approval stamp,

said you are approved to be uplifted in NASDAQ in the

May or June timing. And then it got to the supervisor

and the head of NASDAQ who then came back and spoke with

the Mix 1 group and myself. I was on one part of that

conference call when he asked a question that he was not

11 happy with.

12

13

And the question was simply on your application

it asked if you have ever been investigated by FINRA at

14 Mix 1, and we checked no. There was never a n

15 In the file itself, there was a FINRA

16

investigation.

review from six months later that FINRA did a review.

17 And when the supervisor and the head of NASDAQ asked

18

19

20

21

that question, our attorney at that time, Lou Zofles

from San Diego, responded in a very unprofessional way

and said you must not understand the English language;

one says investigation and one says review, two

22

23

24

25

different things, so let me help you understand the

English language. And that right there, the supervisor

at NASDAQ just said you guys can go pound sand, I don't

need people like you on my board.

Coash & Coash, Inc. 602 -258 -1440
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1 And the result was -- FINRA does random audits

2 of 75 I

3 chosen a s one .

or whatever the numbers of company, and we were

And that started early February. And we

4 They

W e felt we5

complied with all of their review requirements

sent a report that said there was no issues.

6

7

were all good to go. But, again, the supervisor said

you checked the box no and in the back of the file I see

8 a review, those things don't match.

9

10

I go, well, they

weren't supposed to match, you asked if an investigation

ever has been done. But there was a review. W e were

11 randomly reviewed.

12

13

And I think our attorney, that ' s someone I am

He just, he took, I think he

14 There is no

15

not really f adorable of.

took all of us down by just a response.

need to ask the guy if he understands the English

16

17

18 uplifted .

language and just a need to explain it.

And today Mix 1 is on the pending list to be

He is the boss.They are still pending. H e

19 gets to tell us I want three more months of actuals, I

20

21

22

want another quarter of performance and I want this

before I put you on the board, where the approval

committee had already gone through the performance

We had done23 approval.

24

We met our projections.

everything and we were ready to be approved.

That's when the demise on their financing25
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1

2 They had come in

3

4

5

company. They had secured with the McQueary Group out

of New York that we were working with.

and sat down and done all the due diligence with them.

And then McQueary said you are not being uplifted, and

that's what we have been selling because we had the

6

7

approval from the committee, so we are going to go a

different direction. And Northland Security now stepped

8

9

10

11

12

in to do a security deal on the stock.

And we had, again, in June and July, we

probably had two term sheets ready to go. Again, they

were buying stock at S3. It was trading at 5.50. They

have the retail and the broker side. They were going to

13

14

15

play the Mix 1 stock into their portfolio, and we were

going to -- it was going to raise between 12 to

$15 million before the end of the year. And it was

16

17

18 And of

19

20

21

22

declining 20 percent a week.

and they had a term sheet for 3 bucks.

do a deal.

going to satisfy, again, their transaction to Shadow and

we were going to be good.

And then the stock issue happened.

course Northland wash' t going to buy stock when it was

And then it got to 3.50

They would never

And then we redid a term sheet to S2, and

23 then two weeks later the stock was at 80 cents And

24

25

that just never worked that way.

Q. The FINRA review was of Mix 1?

Coach & Coach, Inc. 602-258-1440
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1 A .

2

3

Yes, it was Mix 1. And I apologize if I am

overlapping the two companies because I know we are here

to discuss Shadow. But the overlap into how Shadow

4

5

became part of Mix 1 and that transaction is very key to

understanding where we stand today and why tomorrow's

6

7

hearing is pretty critical.

Were any commissions offered or paid to anyone

other than Rick Peterson for the sale of Shadow

Q

8

9 Beverages' note?

10

11

12

Not to my knowledge, not that I am -- I don't

know who we would have done anything like that with.

About how many note investors were there?Q

13 How many?

14 Q. Note investors that you know of.

15 A . Note investors.

16 Q. Promissory notes

17 A . I am going to have to say

18

19 And I can supply

20

21

Again, there is one page that I

I can pull that up

And I think it was22

23

Promissory notes?

there is probably eight to ten, but I would have to go

look and pull all that information up.

that with you.

mentioned that everybody is listed.

We track that on a monthly basis.

part of our balance sheet, investor things that we

24 submitted. But they are completely there But it is in

25 that range .

A .

A .
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1 Q Who is Rick Peterson's boss?

2 A . Who was his boss?

3 Q. Yes .

4 It was me directly. He reported to me We had

5 listed on that work chart as business development And

6

7

under that org chart he reported directly to me.

But, again, he was, I don't know, he wasn't a

8

9

contract employee. He was part of the organization but

it was probably 40 percent of his time was working with

10

11 Part of the deal
I

12

we were going to give him an

He didn't pay rent. He,

13

14

office space. We paid rent.

again, had this vodka business he was running, and he

had three or four other clients that he was helping on

15 the capital side And we allowed him to do that. We

16

17

18

19

said you can do that and we will give you office space

because we can' t pay you, the only way we can pay you is

we can pay you with shares, membership units of Shadow.

And that would come from me directly.

20

21

22

And if you go through our cap table, year after

year you can see that ' 13 there was no other shares sold

because the cap table remained the same, other than

23 myself and Sam, where our shares were reduced for two

24 consultants, which at that time were identified as Rick

25 and Bob, and then the three board members that were

Coach & Coach, Inc. 602-258-1440
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1 And that was out of our allotment versus

2

3

given shares.

diluting everybody. That happened in ' 13 and ' 14 where

there were no other units sold. And then Rick's

4

5

6

compensation was share units.

Q. While Peterson was looking for investors for

Shadow, how much did he know about the condition of

7 Shadow's business?

8 I think he knew, he was well aware. He sat in

9 H e

10

11

the office right next to -- everybody was there.

knew at times that we struggled to make payroll and that

we couldn't make payroll on the 15th. And we informed

12

13

14

15

16

17

everybody in the company that we had to make payroll on

the 16th, or, you know, heck, it might have been a

couple times we had to inform everybody that their

paychecks would be ready on the 18th. So he was very

well aware that -- he was part of all those discussions

on when we could pay people. There was nothing to tell

18

19

20

21

22

23

24

25

him that the company was any different, that we were

struggling month to month to meet cash, operating cash

to keep the company going . He knew that none of the

executives, him, myself, Richard, Sam, he knew that none

of us were taking paychecks.

And through the course of five years, for the

record, there might have been three to four months, when

we first took the capital in from Spyglass and we had

Coash & Coash, Inc. 602-258-1440
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1

2

3

GNC ready to go and we started distributing and our P&L

was looking like we could support everything that we

had, all the executives, we agreed that the max an

4 So for, it

5

6

7

8

executive could make at Shadow was 80 grand.

might be, again, you have payroll records, but there

might have been four or five months where we had kind of

the engine running a little bit, that the executives

And it was at that rate of we were nevertook pay

9

10

11 while

12

13

going to, nobody could ever make 80 grand.

So we did get some paychecks for a little

And then when we heard the news of GNC,

executives stopped getting paid. Nobody could get paid,

And that's kind of where Rick fell,

14

15

only employees.

Rick was always in that group of executives.

How was Peterson instructed to find potentialQ

16 investors for Shadow?

17 A. I don't -- he didn't have necessarily

18

19 So we weren't instructing

20 It was just

21

instructions, other than, you know, what we were all

doing is using our networks.

him to put ads out or go to Linked In.

through your networks of folks.

22

23 That's how he has always been.

And Rick was a real bulldog kind of sales guy.

And he would talk to a

24

25 Rick's

guy and the guy would say I am not in a position to make

an investment right now, things are different.
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1 They go

2

3

4

5

6

next question was do you know anybody who was.

yeah, I was talking to Jerry two days ago and he is

looking for something. Can I call Jerry? Yep.

So Rick would always have two or three, you

know, maybe arm' s lengths away kind of relationships

that he would be talking to, but never instructed by me

7

8

9 And we would review it. Again,

Richard10

or anybody else. Again, he would sit down and bring in,

you know, kind of on a biweekly basis here is my list of

folks I am talking to.

I had a list of folks that I was working with.

We were all working on kind of the11 had a list of folks.

12

13

14

same thing.

Q. Did you ever give Peterson any limits on how he

was allowed to seek investors for Shadow?

15 A . I am not sure what that question means.

Limits on the structure of the

Could

16

17

you be more specific?

deal, the amounts of the deal, how do you find a deal?

Were there any18 For where to find people.

constraints on how he could find investors that you gave

Q

19

20 him?

21 A . None, no constraints on how he could find an

22 investor, no.

23 Q

24

25 Q.

What did you tell Peterson about Shadow?

Personally or part of the executive meetings?

Personally, which may include you talking at

602-258-1440Coach & Coach, Inc.
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1 one of the meetings.

2 A.

3

Well, one of the things that we did was every

Friday we had a conference call with all members of

4 Shadow . T h e r e

5

6

So Rick was always part of those calls.

were people from across the country and there could have

been 18, sometimes 25 folks.

7 And my j ob was to give everybody a status of

8 And sometimes towards the end

9

where the company was.

there was a lot of times it was bad news:

10

11 We have

12

13 in.

14

15

16

payroll is on

Monday, you are not going to get paid until Thursday,

that's what we are dealing with right now.

inventory X we need to sell, and the sales guys get that

The accounting people would say our receivables are

coming in on Wednesday of next week, we should be able

to clear payroll, or we f actor ed a large order with

Pepsi at First Community, we will get that money on

17 Tuesday 1

18

19

20

21

22

23

24

25

You know, so everybody, everybody in the

company knew that we were working towards finding --

once we lost GNC, our bet, you know.

If you step back what we did over five years,

we built the company to place, and lack of better words,

and again some of this is just my terminology, a bet

that the license would be secured with GNC was going to

And we had tobe something that could really grow f est
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1 all work hard.

2

3

4

5 standard .

6

7

8

9

10

11

12

13

14 It was open discussion

15 in the office.

16

You could look, anybody on our payroll , you

look at the payroll records, everybody that worked for

Shadow was probably paid at 80 percent of the industry

Anybody could have, our sales guy in

San Diego or in Charlotte, any one of those folks could

have gone and earned 20 percent more at another company

for doing the same thing, for selling beverages into

their network or retail world. But they were all with

Shadow for a reason, because they all believed what they

were doing, that some day we could hit with either this

GNC, the distribution agreement with Sys co, there was

going to be returns for somebody, for all of us.

Rick knew exactly that.

Again, I had, I won't say a corner

office, but I had a small office towards the back. Rick

17 was in the main office space where we refer to it as the

18 sales bullpen, where the sales guys would come in at

And there was two executive offices off the side19

20

night.

And Rick was there. Rick had full access to

21 He knew exactly what was going on

22

everybody we knew

with the company.

23

24

25 meeting?

Personally did I have any discussion with him

that was different than any discussion I had at a

Not to my knowledge that I would have made any

Coash & Coash, Inc. 602-258-1440
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1

2

statement other than what we were already talking about,

I think you

3

where the risk points are with the company.

can see the board notes from board calls that we had

4

5

that we outlined in the agenda, and you see some of

The company is at

6

those board meetings very clear.

We need to have funding.

7 funding, you know,

8 other very drastic decisions

If we don't get the

we are going to have to make some

Again, that's all on the

9 board notes.

10 Minutes were taken.

11

12 notes I

Kathy Reiser, director of

administration, was part of every board meeting taking

A lot of those are recorded. I don't know

13

14 what we discussed and what the agendas were

exactly which ones but the minutes themselves speak for

Rick was

15 not on the board so he didn't participate in the board

16 meetings

17

18 We all

19

But I wouldn't say there is anything different

that Rick knew that everybody else didn't know.

knew that we were working, that our lifeline was __ we

20

21

22 They were

23

would have exposed it -- our lifeline was getting short

And Mix 1, that's kind of why we agreed __ we had

another group, Tommy Middleton, ex-no Fear.

interested in buying the brand.

24

25

We knew we had to either get financing in or

exit the brand because we were getting to the tipping

602-258-1440Coach & Coach, Inc.
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1 point where assets and liabilities were getting too f Ar

off base that we couldn't do it. And Rick knew that, I2

3 mean to the point of that's why Rick, at one point for

That ' s why4 production purposes, he made an investment.

I did.5 That's why, you know, Sam did.

6 all did.

7

8

That ' s why we

We were putting our money in even knowing we

weren't getting paid. And we were putting money either

to production or to pay our own people, the sales staff,

9 the office staff.

10 MR. KITCHIN:

11 lunch?

12

Is now a good time to break for

I know we broke recently, but I don' t want to

run anyone past when they would naturally be hungry

13

14

necessarily.

THE WITNESS: I don't look like I need a lot of

15 lunch . Trust me, I am okay. But I am open to whatever

16 the group wants to do.

17 (An off-the-record discussion ensued.)

18 MR. KITCHIN: Let's maybe aim for 12:30 I

19 another 25 minutes.

20 THE WITNESS : Yes .

21 BY MR. KITCHIN:

22 Did you authorize Peterson to offer

investors -- let me start that over.

Q.

23

24 What terms did you authorize Peterson to offer

to investors for the notes?25

Coach & Coach, Inc. 602 -258-1440
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1

2

Well, our standard terms were, you know,

Rick came back with a couple

3

4

5

6

7

8

9

12 percent interest rates.

people that -- you know, there is, as always, you know,

risk versus return comes into play. And Rick would come

back and say I got a guy that might be interested but he

wants 20 percent, that's the only way he wants to get

in, he doesn't do anything over 20, or I got a guy that

he wants doubles and he wants warrants . And I spoke to,

and once Rick had somebody that wanted to talk, I would

10 go talk to them.

11 And there was, I could name a couple folks here

12 in town that are referred to in the world as hard money

13

14

chop

But

15

lenders that say I will give you 50 and, you know,

your leg off on Thursday if you don't give me 100.

we had all kinds of those discussions.

16

17

18

19

20

21

22

So Rick knew that our basic offering was

12 percent. And if somebody wanted something different,

we had to go talk to them, and they could tell us why,

and they understood the risk point, and they were trying

to accomplish something with their portfolio that was

different than our need, we would see if we could come

There was plenty of times that we couldtogether.

23 Somebody said I want

24

25

never, we could never agree.

25 percent, I have to be fiscally responsible to the

company and we can't afford 25 percent return, we have

Coach & Coach, Inc. 602 -258 -1440
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1

2

3

4

5

6

7

got to figure something else out.

And some of it was, there was, you know, in

desperation mode days when we knew payroll was due, and

payroll taxes and health insurance at $32,000, on

Thursday, and, you know, a guy willing to say I will

give you 100 grand for six months but it is going to

cost this would say can't do it. It is just, just, we

8 didn't work.

9 So the answer to your question specifically, we

10 had a template and kind of a range, but we were also

flexible if Rick came back, this is what I need, and11

12 kind of measuring the situation at the time.

Was Peterson authorized to offer warrants?13 Q

14 A.

15 yes .

He was authorized to offer warrants if needed,

There was a warrant opportunity if somebody needed

16 warrants to go with it.

17

18

19

Because we weren't doing

equity. If somebody believed and said I want a bigger

return and I want this warrant, so yes, there was a

warrant component that he could offer.

Was Peterson authorized to offer LLC units,20 Q.

21 shares?

22 A. Huh-uh . There was none available

23 Was he, was Peterson authorized to offer

24

25

Q-

royalties of any kind?

We didn't -- royalties were all toNo .A.

Coach & Coach, Inc. 602-258-1440
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1 So there could be no royalties

2

licensing companies.

Was Peterson authorized to offer a personal

3

4 A .

5

6

guarantee by you or Sam Jones?

Yeah, well, he wasn't authorized to do that,

but when I would speak to somebody, if that was a

component needed and Sam and I elected that that met and

7

8

9

10

11 value of We would

12 talk about that.

13 no and times we said yes.

stayed within the confines of what we were

collateralizing that with, so, you know, guys that

either had a UCC filed and that included, you know,

inventory, receivables, and raw goods, and kind of the

the company, then we would say yes.

But there is plenty of times we said

But it was always measured in

14 the f act of, you know, what collateral do we have to

15 make that .

16

17

18

19

And, again, the three, I am sorry, the four

components were always what we had in receivables, so we

would pull out a balance sheet; what we had in raw

materials, we call them raws because it would be

20

21

22

ingredients and cans scattered across the

we had in full goods,

had value of the company, which was

country; what

what was produced and ready to go;

and what we in value

23 of that license.

24 that license,

And on that comparison we always used

if we had to ever fire sale the license,

25 that it was worth $5 million.
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1 looked at how we were going to collateralize a

2

3 Q

4

5

commitment to somebody.

And for any investor who was given a personal

guarantee from you or Sam Jones, does that mean that

you, that whomever had given the guarantee had discussed

that with the investor before they invested?6

7 A. Yeah.

8

9

10

Nobody invested any money without

talking to me or Sam, or I would say me and Sam.

Because nobody would just give Rick a check and he would

bring to the office. We would never do that.

11

12

13

14 W e went

15

They took product with them

through all of that.

16

If it was an investor, somebody going to make a

commitment, they would come into the office. We sat

down, talked to them, showed them what they were doing.

They tried it.

But never did anybody just make an

investment by just giving us a check based off a

discussion with Rick.17

18 Did you or the company give Peterson any limits

about what he was allowed to tell potential investors

Q

19

20

21 A. No .

22 could share.

23 He had the executive summary, the

24

25

about the company?

There was never any limits of what he

Again, he had all the information just

like employees did.

same thing we were using to talk to people about the

opportunities. I don't recall any limits on what he

Coach & Coach, Inc. 602 -258-1440
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1 could say.

2 I mean he was one of us. It was kind of he was

3 in the trenches with us. He was doing everything we

4

5

were doing. We were all doing it together.

What documents was Peterson allowed to give toQ

6 potential investors?

7

8

started with the executive summary,

because that's kind of what was the meat and potatoes.

9 If an investor came and said I want to see a current

10 balance sheet, the accountant, Josephine, would ask for

11 I would give an

12

permission to show a balance sheet.

okay.

13 S o I

14 couldn't II

15

16

I am not a QuickBooks accounting person.

don't even know, sad to say, but I don't

have the ability even yet today to be able to go to

QuickBooks and print, because I don't know how to use

17 that software

18 But if an investor came and said I want to see

19

20

a cap table, Josephine was able to show them a cap

table.

21

I f I want to see, I don't know what other

document an investor would have wanted from a balance

22

23

24

sheet, notes, balance sheet, they said I want to see

this more detailed on notes payable, she had a notes

payable sheet that she could share.

25 Again, it wasn't just an open book; it required
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1 my approval

investor.2

I would have to verify that it is a true

It is somebody that's really needing just

some information to make a decision, then I would say3

4 But it was always the same stuff, because I

5

absolutely.

wasn't the gatekeeper of the information.

accountant had that stuff.

The

6

7

8

It is in QuickBooks.

Q. Did you ever tell Peterson when you thought

Shadow would be profitable?

9

10

Absolutely, kind of in the sense of, you know,

there is probably four or five different forecasts and

11

12

13

pro forms that we use that measured, you know,

breakeven, cash flow positive, profitability based on

the different situations.

14

15

We had, when we were hand in hand and just off

the top of my head, built forthe pro forma that we the

And based on kind of we looked at16

17

18

Spyglass investment.

worst case revenue, you know, 2013, we were supposed to

And we have the distribution.make $3 million. We have

19 the revenue. We were on track to head in that direction

20 And that didn't go

21

until we got the stop from GNC.

So then the following year, Rick probably saw

That's all changed.

well.

22 projection on that one, too.

23 I forget .

24

We made a big production to IBML as

another key investor and buyer of the No Fear brand.

IBML owned the trademark of No Fear.25 And they licensed
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1

2 stickers .

3 owned .

4

5

that trademark out to apparel companies, skateboard

And then beverage we have the rights to or

So we made a lot of projections and business

assumptions to No Fear, or IBML, which included other

countries, taking the brand international to Mexico,

6 Canada .

7 H e

8

So, you know, did I tell him, did he see?

saw all kinds of different projections.

9 fluid, very moving

It was very

We were working on a deal, if IBML

10 takes this, we can go to these five countries and this

11

12 Q

13

is what we project.

Apart from projections that he saw, did you

ever yourself ever discuss projected profitability with

14 him?

15

16

17

I would say I probably discussed the P&Ls with

him so that he was, or the pro forms, so that he was

versed on how to have those discussions So did I

18 discuss those with him?

19

20 a pro forma.

21

I probably did. Again, I don't

recall a very specific situation of him and I looking at

But he needed company data to go out and

And they all started

22

23

have a discussion with people.

with executive summary and, then again, any other

documentation that an investor came -- if he came and

24

25

said I need to see your three-year pro forma, we could

show him that; I want to see a five-year pro forma, we

602-258-1440
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1 would show that; I want to see a current balance sheet I

2

3

we will show you that. But it wasn't in a packet of

stuff that we just take to everybody or mailings looking

4 for investors. It was kind of I it was a relationship

5 working, see what people want to know about our

6 business •

7 Q.

8

Was Peterson authorized to give potential

investors your personal financial statement?

9 He wash' t authorized to give anybody my

But I did use it with a10 personal financial statement

11 And

12

13 e-mail. It would be no

14

15

16

17

18

19

couple of folks that he brought to the table, so...

I do not recall him ever having it in his hands or on

I don't recall that happening.

need for him to see it personally. But I have always

had a financial statement built that was part of, you

know, discussions if people wanted to know, well, what I

was doing, where I had been, you know, a little bit of

the gap in my career. It never got to that point.

I let t Pepsi co in 2006.

20

I told you I did a

little consulting work that we started in 2008. And in

21 2006 I as I mentioned earlier, I lost a child, 26 years

22 old. And I lost a mother. So I actually was born and

23

24

I was in Wyoming for six months or

I was dealing with those

So there were25

raised in Wyoming.

so when my f Emily was here.

things for that little bit of a gap

A .
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1

2

3

4

times when people would go, like any, you know, resume

or employment, and people trying to invest with you or

seeing where you were going, what did you do here, did

you f all off the f ace of the earth. That was always

5 part of my discussion. Rick knew that.

6 Q

7

Which Shadow Beverages ' personnel invested in

notes themselves during 2014?

8 A u

9

10

11 A n d  I

12

Shadow Beverages personnel themselves.

would have been, right off the top of my head, and again

I have to go through the notes, Richard Amrozowicz,

George Martinez. It would be Rick Peterson.

don't know if Sam was right in that timeline or not.

1 3 think Sam might have been before that.

14 Q

15

Do you know approximately when Sam Jones was?

Well, Sam would have probably been in 2012
I

16 could have been early '13.

17

I am trying to remember when

I think that was

18

19

the Newton shootings happened.

April time frame of '13. So it was just prior to that.

And approximately when did you and RichardQ.

20 Amrozowicz invest in Shadow Beverages notes?

21 A . In that time frame or

22 Q Yes . In 2004, when approximately in 2004, I am

23

24

sorry, 2014?

A .

25

Well, 2014 specifically Richard would have been

in the third and fourth quarter.

Coach & Coach, Inc.
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1 freight l So we were moving product around to all these

2 Sys co warehouses

number was 0

I mean, again, I don't know what that

3

4 In '14 mine probably would have been in earlier

5 And I put in 50 and then

6 And then

7

April on the production side.

another 25 maybe in the middle of the summer.

Richard's would kind of be in that f all. And Rick's was

8 also in that f all.

9 Q And did any company personnel invest in Shadow

10 Beverages

11 Oh, I am sorry.

12

Kathy Reiter, our director of

administration, she also invested at that, in that time

13 frame.

14 Q.

15

And did any personnel invest in Shadow

Beverages' notes in 2013?

16 A. Personnel

17 Jones and myself.

150 000 was in 2012.

'13 would have been potentially Sam

Richard was in, Richard's initial

So it wouldn't have been in '13,18 I

19 So other than Sam and myself, I don't think there was

20

21

any other direct personnel, because Rick didn't in 2013,

as I recall he didn't make an investment until the end,I

22 which was always a little bit of a

23 H e was everybody else at Shadow as an

And Rick came in, and he24

25

executive all had money in.

was, again, our EVP of business development.

602-258-1440
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1

2

no investment into Shadow for the first year and a half

And then he made his last investmentthat he was there.

3

4 cash investment. There were

5

6

7

8

So he was the only executive without a

And I say only executive.

a couple other folks, like I mentioned, Kathy Reiter

who, as a director, also invested early in the company

and then made another investment in ' 14, personal

But she was a little bit different becauseinvestments.

9 She was on payroll. She was not

10

she was getting paid.

classified as an executive.

11 Q

12

Did you or Sam Jones ever personally make any

payments on any the notes that you had personally

13 guaranteed?

14 A. Did I personally or Sam Jones? I would say not

15 That I took my own money or

16 I am not sure.

17

18

that I recall on anything.

Shadow pays a portion of?

Q. Any, any personal payment from you or Jones

based on one of your personal guarantees?

19 No.

20 Q What is Greentech Mining, Incorporated?

21 What is or who is it?

22 Q What and who?

23 What and who.

24 It was an

25

Green tech Mining is a, it is a

company that started, I believe, in 2012.

ex-BLM person out of San Francisco that, when he

A.

A.

A.

Coach & Coach, Inc. 602-258 -1440
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1

2

retired, he knew where there was some open mining rights

across the country.

3

4 surf ace mining for gold.

folks to invest in that mine.5

And there was a mine specifically in Utah,

And he put together a group of

That same group of folks

6

7 There

8

were probably -- I mentioned earlier this group from

Hideaway, the golf club guys that all invested.

was probably five or six of them that all invested into

9 Greentech Mining.

10

11

12

They probably made an investment, I

don't know, this is strictly guesstimates because I am

not that close to it, but they probably raised about

They had investmentsfour and a half million dollars. I

13

14

15

16

17

18

19

20

kind of pieces of $100,000 each.

A group of guys invested in that and they went

and started mining operations, surf ace mining. They

really wanted to see if the gold was there. The

operation was probably about ten months to a year in

And what they were able to find and pull the

gold out of the ground was validated that there was ten

x the gold in the mine.

21

22

23

And that 's all that the investment was for, it

was to go in and validate that the gold was there to do

surf ace mining. So it was never to build a gold mining

That would have cost hundreds of millions of24 operation 4

dollars .25 But it was to validate that the money was

602-258-1440Coach & Coach, Inc.
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1 there .

2 And, again,

3

4

5

6

A group of us all invested in it.

so Richard Scherer, Kevin Seen, myself, Sam Jones,

Richard Amrozowicz, you know, Allen Fleer or, I could

probably go on, there is probably about eight of us that

And Greentech validated.

7

8

put some money into Green tech.

And then they started the process of trying to

And some of it was collateralized, thesell the mine.

9 But it was

10

11

12

mine, and, again, not a road that I know of.

MTN transactions where they were collateralizing what

was supposedly being $6 billion worth of gold, if you

could get to it that was there.

13 And over the course

14

of time, because the group

of us had both investments _- Greentech had a couple

15

16

17

18 times.

19

20

21

22

deals on the table that we all thought were going to

close and get secured, that it was going to bring

everybody back, you know, in the range of eight, ten

It was kind of a high risk, very high reward.

And Greentech, again because investors on both

sides, had agreed that they were going to bring capital

in, get investors paid off, they were going to keep some

capital to continue to go out and research some other

23 mines that they, this guy that, again, a federal land

24

25

bureau guy knew where some open mining rights were, that

we would go investigate that, and they were going to

602-258-1440Coach & Coach, Inc.
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1

2

invest another portion of that money into other

companies . So it was trying to be an investment group,

continue to build and work.3

4

5 So

6 We

7

O f course, they, we all knew that Shadow needed

some operating cash to keep moving forward.

Greentech a couple times made a couple commitments.

were funding the end of August . And at the end of

8

9

10

11

12 Five

13

14

15

16

August we are going to invest, the numbers varied

depending on what the deal size was, 3 to $5 million

into Shadow, if we get our funding, that's what we are

going to do . And that meant they would sell the mine

for, again I am using rough numbers, $20 million.

of it could stay in the company for other development, 3

to 5 would be invested into other companies, and

10 million would be paid back to investors.

That's what Greentech was. I wasn't, I am not

17

18 guys

a managing member. It was all ran by a couple other

I was a five arm's lengths away investor. But; a s

19

20

21

we worked to secure financing, they were always an

option. If they were able to get this done, they were

going to help us finance the company that they also were

invested in.22

23 Q When did GSRC first make its investment in

24 Greentech Mining?

25 That would have been, I would say, 2013 when

602-258-1440
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1 And that was just a couple of us

2

3

4

5

6

7

8

they first started.

knowing that they had to, you know, they were only

taking units of 100,000. None of us having 100,000,

four of us that all liked the group that invested with

us, we said, you know, we can do smaller increments.

That way you have to do that under all one umbrella.

And we formed GSRC, George, Sam, Richard, and Corey.

That's all it is, three of us -- four of us.

9 Q

10

11

12

13

14 A.

15

16

Who is Corey?

Corey Waterburg is a neighbor friend, no other

investments into Shadow or anything else to do with it.

Q. Do you remember approximately when in 2013

GSRC' s investment in Greentech Mining was?

I don't have that off the top of my head.

can pull those documents and get those to you, but I

don' t have that exact month or date off the top of my

17 head .

18 Did GSRC receive its returns and its principal

19

Q.

back on the Greentech Mining investment?

20 A. No .

21

22

Q

A.

When were you supposed to have been paid?

At GRC, from Greentech?

23 Q Yes .

24

25

It has probably happened the CEO probably put

out five or six different documents stating dates that

602-258-1440

A.

A.

Coach & Coach, Inc.



*1

LUCIO GEORGE MARTINEZ VOL . I 10/15/2015 102

1 investments will be paid once this sale or transaction

2

3

has happened. And as of today, there has not been one

transaction happened at Greentech of any revenue or

And all of us are still left with our4 income at all.

5 investment in Greentech and wondering if that is ever

6

7

going to pan out.

An announcement came out two weeks ago that

8

9

10 And, again, I don't know

11

12

13

they had a buyer and working through trying to get a

deal sold by the end of October. It was different than

what they had been working on.

the right terminology. I call it papering. And they

were collateralizing the mine against a loan or funds so

somebody else could use that money.

14

And that has just

gone on and on cyclical with never anything ever being

15 accomplished.

16

17 I believe it is the

18

19 We are all still

20

21

22

So now they are looking at selling those

mineral rights that Greentech has.

20-year mineral agreement with the federal land bureau.

So now they are looking at selling it.

in hope that that investment return will some day pay to

everybody.

Q 1

23

What was the first date by which Greentech was

supposed to have paid back the investment?

I would have said the f all of 2013 the f all of24 A . I

25 2013 because weI at the time we made the investment I

Coach & Coach, Inc. 602-258-1440
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there was kind of two tranches of investments made, the

2 And

3

4

5

6

7

8 So they

9 And it had to be

10

lease of equipment and they were up and running.

again, it is in Utah. It is surf ace mining. Snow fell.

That's kind of pretty hard to mine for gold when, you

know, you get too much ice and too much snow. So it

stopped, operations stopped, but they hadn't really

validated. The smolder that they were using to collect

the nuggets and put together had to be funded.

thought they had it done in 2013.

extended into '14 because of snowfall And we didn't

11 have all the proper documents of what the value of gold

12 was inside.

13

14

15

And, again, my, my association with all the

documents and what I am telling you is very five arm's

I don't have all those documents. I was

16

lengths away.

just on conference calls as an investor.

17 we, the GSRC, we were the smallest group there.

And, again,

There

18

19

is, you know, all the other guys were tranches of half

a million to $2 million in the people that are involved

20 there •
21 MR. KITCHIN: Let's take that lunch break now,

22 come back at 1:30.

23 THE WITNESS : Okay.

24 MR. KITCHIN: Does that work?

25 THE WITNESS : Yeah .

Coach & Coach, Inc. 602-258-1440
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1

2 MR. KITCHIN:

3 MR. MILLECAIVI:

4

5

6

7

(A recess ensued from 12:33 p.m. to 1:38 p.m.)

Do you want to launch right in?

If you don't mind, because I am

going to be pulled to something else. I am probably

going to ask a few questions, 15, 20 minutes, and then

they have got other things they need me to answer for.

THE WITNESS: And I think, I apologize, we were

8

9

also going to reschedule because we are not sure we can

get through all of it today.

can do that at a later date.

So if I miss something, we

10

11 MR. MILLECAM: Okay. Are we back on the

12 record?

13

14 EXAMI NATI ON

15 BY MR. IVIILLECAM:

16

17

Q |

Commission.

18

19

I am Ryan Mille cam with the Corporation

I am going to ask a few questions.

I am going to hand you what looks like we have

marked as Exhibit 1, Mr. Martinez.

20

Would you go ahead

and take a look at that and see if you recognize that.

21 Yes I do.I

22 Can you just describe briefly what it is

23

Q. Okay.

for the record.

24 A.

25

A .

Q. Okay.

Coach & Coach, Inc.

It is our amended operating agreement.

Go ahead and look at the first page
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1

2

3

And I will tell you the first page of the actual

document, the second page, see down at the bottom, see

Do you see that?SHADOW 5739?

4

5

6

7

8

Okay, yes.

And up at the top it says that this Amended

Restated Operating Agreement of Shadow Beverages and

Snacks, LLC is made and entered into this 17th day of

And that's defined as the effective date,

9

August 2011.

is that correct?

10 Correct e

Q

12

Okay. Was there an operating agreement in

place before this was executed?

13 A . Yes .

14 Q.

15

16

So this one is one that is governed since the

effective date, the August 17th date, is that correct?

I would submit that there were twoA . Yes .

17

18 And then the second was an

19

previous operating agreements when we started the

company in the basic form.

amended operating agreement where we had another

Allen Hall came in and we amended the20 investor.

21 operating agreement for his inclusion.

amended and restated one was for the inclusion of

And then this

22

23

24

25

Spyglass.

Q. Okay. So from what you just said, as f Ar as

you know, this is the third iteration of the operating

602-258-1440
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1 agreement?

2 A . That is correct.

3 And the previous one was amended to add

4

Q.

an investor?

5

6

Okay.

Am I reading this right, that this

amendment was also brought about because you were adding

an investor, looks like Spyglass Capital Partners, is

7 that correct?

8 Ul'1-huh .

9 Q Okay .

10

I am going to ask you just a few

questions about this document.

11

If you could, go ahead

Actually it is page 12 of

12

and flip several pages in.

And the Bates No. on this isthe document.

13 SHADOW005750 • Do you have that in front of you?

14 A. Correct |

15 Okay . The article I want to look at is this

16

17

Section 5.1 says:

The business and off airs of the

18

19

Q.

Article V, says Management.

Management.

company shall be managed by a Board of Managers which

initially shall consist of five managers.

20 Do you see that section?

21 Yes .

22 The next section says Election of Board

23 of Managers.

Okay.

And then it names five persons, George

24 Martinez, Samuel Jones Richard Amrozowicz BillI I

25 Robinson, and Brian Charneski. Is that correct?

A .

A.

Q.

Coach & Coach, Inc. 602 -258-1440



)
I 4*

LUCIO GEORGE MARTINEZ VOL . I 10/15/2015

1 Correct

2

3

It says it

Has that ever

4

First let's go back to 5.1

originally consists of five managers

changed to be more or less than five?

5 It did change to become four in 2000 end of

6 2013

7 How did that amendment come about?

8

9

10 And they asked him that

11

Okay

Brian Charneski at the end of 2013 resigned his

position because he was in a conflict with the bank that

his f Emily owns in Washington.

he could not be a part of the bank was financing the

12 And

13

production f ability with Pepsi that we were using.

they told him that was a conflict of interest for him to

14 be on our board and represent the financing for the, our

15

16 So there

17

bottling company

So Brian let t, resigned his position

And based on kind of the calendar yearwere four of us

18 of voting in new members, because these members were not

19 the current ones of 2004. as we voted in new members

20 which you can see in the minutes

21 Q

22

I think you mean to say 2014, correct?

14, I am sorry, yeah, 2014 I apologize

23

24

25 new vote t o come out

No problem

We elected to keep the four until there was a

And then in early '14, early '15

602-258-1440Coach & Coach, Inc
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I am sorry, then we elected to sell the brand

was no need for a board of five again

So there

Does that mean from the time that this was

5 managers?

signed until Charneski resigned there were four

Is that correct?

That means that there was five

Charneski, I

8 guess

9

Five, okay. And who replaced Mr.

well, maybe I should back up

We have this initial list George Martinez I

10

11

that's you, correct?

Uh-huh

Samuel Jones, Richard, Bill, Brian

13, w e

16

Maybe you can just describe how

So then we did, in 2014, I am sorry

did a vote of election of new board members to the

17 And elected new to the board were

18

membership group.

Eric Reinhard, Kevin Seen, and Doug Iannarino

19 You said Kevin Seen Is that S-E-N-N?

Uh - huh

22

Okay Now, when you say there was a vote, who

voted for this board of managers when it changed?

23

24

The membership

Everyone that owned an LLC membership

Uh-huh

Coach & Coach, Inc 602-258-1440
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1 Was it all members?

2

3

4

5

Q. Do you recall how many

members voted, what was the percentage?

I, if I recall, to the best of my knowledge

right now, we were in the 95 percent range of people

that submitted their vote back and the new members were

6 elected .

7

8

Was this at a meeting of the members?

It was on a membership call. So we sent out

9

10 And

11

the voting process prior to the membership, annual call.

And everybody voted. And then the call happened.

we announced the results of the ballots.

12 Q

13

14

15

while we are on that topic, can you flip to

page 17. I want you to look at section 5.18, Meetings

of Members; Place of Meetings. This section says that

there will be an annual meeting of members, first

16 Did those meetings

17

Tuesday in April of each year.

occur?

18 A.

19

Yes. And they were primarily conference calls

with a conference room and meeting area set up for those

But all documents were and the20 that wanted to attend.

21 And

22

agenda was sent out via e-mail to all members.

members could either get on the conference call or

23 attend .

24

25

I would say there are very few attendees other

than the, you know, folks there at the office that were

Coach & Coach, Inc.
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1

2

3 were also members.

a part of the membership, because, again, we had a lot

of the executives and folks working in the company that

So they attend the -- we probably

4

5

had two or three outsiders, outside of employees,

members that would come and sit in the meeting, but

6 primarily it was all driven off the conference call.

7

8

9

Q. Okay. So those people that you were

describing, they would be people that own shares but

weren't executives or employees?

10 Correct .

11 Q

12

13

And your recollection is typically there were

only two or three of those?

A. Correct •

14 Q. Do you

15

Did they participate in the meetings?

have any recollection of that?

16

17

18

19

20

21

22

23

24

25

Yeah, they were participants and listened,

maybe asked questions . Again, the agenda was sent out

for the meetings. Everybody had a copy of it.

finished with the Q and A and the status update, where

the company was going and what the priorities were, what

we were trying to accomplish.

Let me go ahead and have you flip back to

page 14. Page 14 of the document, section 5.11, says

Designation of Officers. It says that there will be

two, spells out that there will be two or more, Chief

Coach & Coach, Inc. 602 -258-1440
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1 Executive Officer, President, and it also says coo. And

2 then it lists three, Richard Amrozowicz, George

3 Martinez, and Samuel Jones. Do you see that section?

4 Correct 1

5 Q. Okay . Can you just confirm that this was

6 accurate, that these three persons were elected as

7 officers?

8 A . Confirmed.

9 Q. Okay . How long did each person serve in the

10 position designated?

11 A . It was, I would say, a minimum of two years for

12 each one of those, for all of us. And then Richard is

13

14

the only one that kind of stepped away after two years,

stepped away as the CEO. And we brought in another CEO.

15 I remained president until Sam had his personal

16 situation and then I became president, chief operating

17

18 Q. What were the, let's start with the CEO, what

19 were the duties of the CEO?

20 You know, I think it is f fairly consistent to

21

22 business .

duties of any CEO.

That was me, the president.

He wasn't in the day-to-day

He was kind of

23 overseeing the strategy and our partnerships with

24 distributors and our partnerships with our licensing

25 brands and, also, looking for new business, kind of the

Coach & Coach, Inc. 602-258-1440
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1 role of promoting our operating structure to where new

2

3 Q.

4

business might come in.

And you can talk about presidents; that was

How was that different? You just said day-to-day

5

you .

stuff .

6 A .

7

8

That was the day-to-day, you know, managing the

sales guys, managing the operations folks, kind of

overseeing the, or director of administration, Kathy,

who handled kind of the finance side or HR side our9

10

11

employee benefits, insurance, those kinds of things.

Q. And then maybe just talk briefly, COO, what did

12 that do?

13 Yeah . So Sam in the chief operating officer

14 role was more ~- the title wasn't as specific. H e was

15 more o n the development side or business development.

16

17

18

19

20

21

22

23

24

Q •

section 5.14.

25

But so he spent most of his time on form letter

development, working with all our formulators, wild, and

all the national companies that are formulators, and

working with the packaging companies, making the

determination if we were going into a can or bottle and

what the label might look. So from that standpoint,

that's what he was operating, kind of the product lines.

If you flip the page, page 15, take a look at

It says Salaries and Compensation.

says here that the Board of Managers shall establish a

Coach & Coach, Inc. 602-258-1440
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1

2

3 says :

4

5

6

compensation and bonus structure for all elected

officers to the company. Skipping to the next section

The Board of Managers shall engage an independent

compensation consultant with experience in developing

executive compensation programs to identify applicable

industry standards.

7 Can you talk about whether the provisions,

8 whether the instructions in this provision were ever put

9 into effect?

10 W e a t one

11

12

They were never put into effect.

time started working towards putting a bonus structure

And it started a little bit with the, what we

13

14

15

16

together.

referred to as the field people first, and then moving

up the ladder to the executives . And we never got to

the point of instituting getting that work.

We had one time on the agenda to vote in a

17

18 work .

committee, a board compensation committee to do that

So it wasn't the entire board. But we never got

19

20

to the point of establishing any guidelines or paying

any compensation bonus structures to anyone.

21

22

Q. So you never received any compensation as

president or an officer, is that correct?

23 No, that's not correct. You missed the earlier

24 conversation that we had.

25

A.

Q

A.

Okay. I am sorry about that.

Coach & Coach, Inc.
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1

2

3

4 Yes .

5

wasn't put in place, but you did eventually receive some

compensation. And can you just -- I am sorry if this is

duplicative. Maybe explain to me what it was based on.

If you want me to repeat that, I will.

When business was moving forward with the GNC

6 brand and we were going, we had voted in that all

7 officers of the company, executives could only make a

That was the threshold. So we were8 maximum of $80,000.

9

10

11

not about paying executive salaries of -- you know, the

salaries we let t at Pepsi co were in the 3- to 400 range.

And we knew that that ' s not what this company was about.

12 So we elected 80 too was the number.I

13 There was a period of time that' s documented

14

15

16

within the payroll records that it might have been, and

again to the best of my knowledge, I am guessing a

little bit, it is in the records, but four to six months

17

18 rate .

that executives were receiving compensation at that

And then we had this situation with GNC and went

19 in a different direction. So we cancelled all

20 compensation for executives.

21

22 I

23

24

So during the time frame at Shadow there had

been, you know, a total, you know, less than 12 months

I would say, where any executives got any monthly

compensation. And it was never higher than 80, 000 a

25 year . The rest of the time there was no compensation or

602-258-1440Coach & Coach, Inc.
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1

2 Q

3

Okay.

next section there.

4

5

bonus structure for anybody.

Let's go ahead and take a look at the

5.15 talks about appointing a

strategic advisor. Looks like, if you look at section

(b) of that, the advisor is going to consult with the

6 CEO o Did that ever happen?

7 Yes .

8 Okay .

9

10

Who was that strategic advisor?

Strategic, the strategic advisor from Spyglass

was Eric Reinhard. So he started exactly when this

11 became effective in 2011. And he was our advisor

12

13

working with the different bottlers and Richard

Amrozowicz at the time.

14 Q

15

16

17

Okay. I will have you just flip to what is

going to be the second to last page of that exhibit.

is the signature page.

Second to last.

18 Q. There should be a second to last.

19 are printed on both sides.

I think you

But it would be SHADOW 5777.

20 A . Got it •

21

22

Okay.

Q. I just want to confirm, it says accepted,

Shadow Beverages and Snack, is that your signature

23 there?

24

25 Q Go ahead .

A .

A .

A .

A .

Q.

I am going to take that exhibit from

Coach & Coach, Inc. 602-258-1440
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1 you . We are done with that for now.

2

3

4

As president you were involved with some hiring

and firing, is that correct?

In some, yes.A .

5 Q. Some, okay.

6 Feel free t o

7

Let me hand you what I have marked

as, what we have here marked as Exhibit 2.

take a look at that, see if you recognize that.

8

9 I was going to give

10 you a chance to look at it.

So what is your question?

I haven't asked you yet.

If you are done...

A . Okay .

12 Q.

13 Uh-huh .

First off, do you recognize this?

It has been a long time since I have

14

15 Q

16

seen this but it is 2012, yeah.

Up at the top, Letter of Resignation; date,

June 14th, 2012. Down at the bottom it is printed Bob

17 Korie 4

18 Correct •

19 And I believe you said earlier that he was your

20

Q .

CFO for awhile?

21 A . Uh- huh .

22 And he says that in this letter, is that

23 correct? Let me go ahead and let's look at the second

24 paragraph of this. It says :

25 Nine months have elapsed since I joined the

602-258-1440
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A.

Q.

A.

Q.
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Shadow team.

2

When I joined Shadow I did not expect that

its financial stresses would increase to the extent they

3 have continue for a s long a s they have . I consider

4

5

6

, or

Shadow a financially distressed company, with negative

equity, negative working capital, and ongoing cash burn,

and I did not join Shadow to be the CFO of a financially

7

8

9

distressed company.

Now, this is obviously what he is saying in

Do you know why he would say these thingsthis letter.

10 about Shadow?

11 A . Yeah . He was our CFO, so he knew at the time

12

13

14

that our GNC business had issues with their agreement to

support the marketing. So it was just shortly after a

review of kind of a new forecast that we showed him.

15 And the board was in town. And it showed that we had

16 issues because we were not going to get the revenue

17 base .

18

19 which he comments here:

20 the competent hands of Carl Marks Advisory.

where he came from.

And we were working towards debt souring,

I leave the debt souring in

That's

21

22 So we had recruited Carl Marks.

23

24

And, again,

this is a little repeat when you weren't here earlier

As we were looking for capital, Carl

And Bob was

this morning.

25 Marks was one o f our capital companies.

Coach & Coach, Inc. 602-258-1440
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1 there with them.

2

And we were just getting the rollout

And Bob saw a huge

3

4

5

6

7

of the GNC brand positioned.

opportunity, thought the company would also have a huge

opportunity. And he joined Shadow, again, kind of as

our CFO and executive with kind of no pay, no

compensation but some shares that were given to him.

And then when Shadow and GNC business did't

8

9

10

11

12

13

14

15

completely turn out to be the way we thought it was

going to be and we hadn't found a solution yet, this is

his opinion based on how he feels a company should look.

So he wrote his opinion why he was leaving, which really

is kind of highlighted that Bob was just a real uptight

kind of guy, and the stress without having the answers,

you know, in a start-up company was something he had't

done before . And we knew that . We knew that was a

16 risk .

17 I mean there are -- start-up companies have a

18

19 role .

20

21 He

22 And we all

23

different approach than a corporate company and a CFO

And that stress of where we are going to do this,

how are we going to do, we had not solved that yet . And

it was causing his health, you know, to deteriorate.

was spending hours and hours at the office.

felt that this was the very best for him.

24 And he makes a comment even there in the third

25 or fifth paragraph that says him and I spoke, and I told

Coach & Coach, Inc. 602-258-1440
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1

2

him you need to watch your health, everybody in this

We had a

3 We were

4

5

6

7

company is replaceable, myself, anybody.

business model. That's all we were doing.

following the opportunities. And, you know, I don't

know, it kind of reads like he maybe took that negative.

But he said you are right, I am replaceable, you can go

find another CFO, I will leave the financial statements.

8 And, again, we discussed this earlier. Bob

9

10

hired these accountants and controller, put them in

So he thought the business was in very good

11

place s

hands . He mentions clarification on the expense of

12

13

14

15

16

17

Okay.

Sam, and Richard.

18

promotional cost to GNC, which is our issue -- that's

what GNC was walking away from -- and the promotional

marketing aspect, again which we referred to a couple

different times in our opening discussions.

At the top it says this is to George,

Do you know if George, Sam, and

Richard received this letter of resignation?

19 A . I wouldn't

20 Q

21

If you don't know, you don't know.

Yeah, I don't know. I mean.

22 Q

23

Do you know if anyone else received this letter

of resignation?

24 A .

25

I would say that it was, to the best of my

knowledge, it had to have been discussed at the board,

Coach & Coach, Inc. 602-258-1440
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1 at a board call.

2 Q With

3

4

5

That was going to be my next question.

whom did you discuss the concerns raised in this letter,

if anyone?

A. Primarily Spyglass, Eric Reinhard, who was kind

6 investor •

7

of the biggest, again,

kind of through this,

8

9

10

11

And that is why it is

and again not having it solved

yet, why there was another investment made by Spyglass

Capital II. If you go through the records, there is

Spyglass and Spyglass Capital II to bring more of

exactly what he was talking about, the debt souring to

12

13

14 success ¢

15

16

17

the company.

Carl Marks Advisory, Carl Marks was having no

Spyglass reviewed the finances and everything

that we were doing. And Spyglass said when they made

their first kind of equity fund, an investment group --

When Eric Reinhard, who was our

18

19

20

21

22

it was called Spyglass.

advisor, went back to Spyglass and says, look, this GNC

issue is causing financial stress and we are going to

have to have another source of financing, a part of the

group, the original Spyglass group, said let's all just

ante up some more, put some more money into Shadow. And

23

24

25

there was a portion of the group that said, you know, I

only committed to X, I wanted to participate but that's

all I am going to commit to. So they formed Spyglass

Coach & Coach, Inc. 602-258-1440
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1

2

3

4

Capital II, which a group of the same members came over

and said we are going to put in another investment to

kind of address a little bit what Bob was speaking to in

So that's how that was handled.this letter.

5 So without speaking to the specifics of who all

6 knew and discussions I

7

8

the you know, from three years

ago, it was addressed, because Spyglass Capital II was

formed and they made another investment.

9 Were Mr. -- were Bob's concerns shared

10

11

12

Q. Okay.

with any investors that lent money to the company, to

Shadow Beverages?

Yeah.A. I think, you know, the negative working

13

14

15 That was a

16 concern » That's literally why the

17

capital and cash burn were always a concern, what we

were investing, the cash burn, into the marketing side

of GNC when they walked away from us.

Everybody knew that.

brand was discontinued and we got out of it, because

18 that cash burn couldn't go on.

19

20

21

22

23

The negative equity was always a little bit of

a debate between the group, because there is this bucket

of intangible assets that CFOs of all sorts, of all

walks of life would give you different ways to quantify

And, you know, that's

24

25

what intangible assets are.

validated by you can go online to public companies and

one public company has intangible assets of 20 million,

Coast & Coast, Inc. 602 -258 -1440
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1 the other has the same assets which is customer listI

2

3

4

5

6

and distribution and, you know, a patent or a formula or

a bottle type or a bottle mold, and their, you know,

intangible listing might be 5 million bucks.

So when we discussed this with Bob, and quite

frankly for the first, during 2012, it was the debate

7

8

9

going on with Henry & Horne, our accounting and tax

guys, on how, what to quantify as intangible assets on

And you see in our balance sheet atour balance sheet.

10 But

11

12

that point we didn't even have intangible assets.

the intangibles were the bottle molds, the licenses that

we held, the distribution agreements that we bad with

13 There were assets there. Bob never

14

Spyglass Bottlers.

really kind of believed that. So it was a negative

15 equity position for him.

16

17 Q.

18

19 Q-

So sorry to go on and on.

It is okay.

Just trying to give you the full perspective.

No problem. Take that from you and hand you

Take a look at that20 what w e have marked a s Exhibit 4 . I

21 see if you recognize that And there are two sides on

22 that .

23 Yes .

24 Q

25 A .

Do you recognize Exhibit 4?

Yeah, I recognize it as a balance sheet from

Coach & Coach, Inc. 602 -258-1440
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1 Shadow Beverages

2 Q.

3

Okay. Do you know who would have prepared that

balance sheet for 2013?

4 A . Our controller.

5 Q. And who was that again?

6 Josephine

7 Q

8

9

Okay. I believe earlier you said that these

were not audited, they were reviewed, is that correct?

In 2013 they were reviewed.A. Yes .

10 Q

11

12

But you said this one would have been prepared

by your controller. So is this more an internal

document at that point?

13 A .

14 Q

Yes, I would say internal document, absolutely.

The second page of that talks about

15 I t shows a net income

16

17

Okay.

retained earnings and net income.

of negative 3.3 million, is that correct?

A. That's what it shows

18 Okay . Do you have a sense whether that was

19 accurate?

20

21 believe that is accurate.

Based on my knowledge as of today, I would

This is what we submitted to.

22 This would be accurate. And it was printed on 6/11 so

23 that would have been in the system, yep.

24 Q Was this, were these statements, this balance

25 sheet, was it ever shared with any investors in Shadow

A.

A.

Coach & Coach, Inc. 602-258-1440
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1 Beverages?

2 It would be shared with the membership group,

3 yep

4 Q. What about persons that

5

6

7

8

Membership group.

were' t members that lent money to Shadow Beverages?

As we discussed earlier when you weren't here,

that there were a couple of investors that asked for a

balance sheet or different documents. So we never had a

9

10

11

12

13

14

15

16

packet of, you know, information we were out pitching to

everybody. We had an executive summary, which spoke

really about to the strategy, the brands, the industry,

what we were doing and potentially a pro forma.

It depended which one you were looking at.

an investor came back to us and said, you know, I would

like to see a balance sheet, a cap table, whatever else

it might have been that they wanted to see, we would

17 produce those documents as needed.

18 You can

19

20

21

Okay. We will hand you Exhibit 3.

just go on to it. Similar questions, do you recognize

what is marked as Exhibit 3? At the top it says Shadow

Beverages and Snacks balance sheet as of December 31st,

22 2014 •

23 Uh- huh.

24 And down at the bottom of the page is SHADOW

25

Q

5483. Go ahead and look at the second page of that.

602-258-1440Coach & Coach, Inc.
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1

2

3 4.9 million.

4

5

6 A .

7

8

Again, sort of looking at retained earnings and net, in

this case it shows a net in this case negative

Again, I'm wondering if this net income,

this negative income was disclosed to investors of

Shadow Beverages.

Again, it would be, to the best of my

knowledge, anybody that asked for one, they were given

one, but it wasn't necessarily a document that we had in

9 a packet to speak to investors

10 Q So it is f air to say it wasn't

11

Okay.

volunteered to people that lent money or invested in

12 Shadow?

13 A .

14 Q.

15

16

17

No, it was not part of the packet.

Only if they asked and requested it?

Yeah, yeah.

Q. So there could have been people that invested

or lent money Shadow that didn't know about this balance

18 statement? Sorry, this balance sheet.

19

20

21

22

23

I misspoke.

I don' t believe that anybody would have lent

money without knowing the prior year history, so

depending when they might have invested money.

But everybody knew that Shadow was not at a

breakeven and that we were still at a cash burn and that

24

25

we were either looking for money or financing to build

onto the projects or to the distribution agreements we

Coast & Coast, Inc. 602-258-1440
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1 But there would be nobody that lent money

2

3 company.

4

just signed.

that thought differently that Shadow was a profitable

Everybody knew that we were start-up, that we

were not cash flow positive yet, that we had lost money

5 the previous three years.

6 Some

7 But the statement would

8

9

10

11

Did they get this exact document?

probably didn't and some did.

be f air to say that everybody knew we were a start-up

company and that we were not cash flow positive.

Everybody knew that.

Q . That was disclosed to them?

12 Yes .

13 MR. IVIILLECAM:

14 exhibits from you.

Let me go ahead and take those

I have no further questions.

15

16 EXAMINATION CONTINUED

17 BY MR. KITCI-IIN:

18 Q Who were the -- what functions did the board

19

20

perform at Shadow Beverages?

What functions did the board perform?

21 Q. What did the board do?

22 A.

23

24 made .

25

Well, we had, you know, quarterly calls and

calls, you know, monthly if a decision needed to be

Pretty much everybody was an active board member

or kind of a working member, even Brian Charneski, not

A.

A.

Coach & Coach, Inc. 602 -258-1440
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1 an executive of Shadow but he was a distributor. So he

2

3

4

5

owns a bottling company that buys product from Shadow.

The only one that probably was not, you know,

kind of active was in those last ones, was Doug

And Doug was a VP of finance from Pepsi coIannarino u

6 that retired that would assist us and Josephine on

7 We have

8

9

10

11 to board meetings. We

12

accounting principles, the balance sheet.

this -- he was investigating intangible assets for us.

He was doing those kind of things.

So we would open up a board call, just similar

And the agenda was prepared.

We talked about andtalked about current business. I

13

14

15

16

again, documents, you have seen the board agendas,

f fairly, you know, open-ended talking about where we were

going to go, who was doing what, where the risks were.

Votes happened as needed if we were going to bring a new

17 member on, or look at a new project. We were always

18

19

20

the operating system we had.

of discussion around new brands.

looking at new brands to bring in to leverage against

So there was always lots

Does this make sense?

21

22

What does the P&L look like, you know, how was it

accretive to what we were doing, what is the risk point

23 to what we brought in.

24 Q. How was the board involved in the fundraising

25 process?

Coach & Coach, Inc. 602 -258 -1440
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1

2

In the fundraising process, I would say of

course they knew, the board approved kind of what we

3 Right?

4 I

So up to this last equity

we knew we were selling equity.

We5

were going of tar.

tranche from Spyglass

That's what we had. The board approved that.

6 brought in Spyglass.

7

Everybody was diluted as such.

Moving forward, the board knew that the equity

And the folks8

9

position was going to be very difficult.

like Carl Marks and CKS advisory gave us direction to go

So the board knew that's10

11 what we were doing.

secure debt versus equity.

They knew a gentleman, Rick

12 Peterson, was doing that work for us, because I &gain, he

13 came a n

14 So we

15

into the company as a consultant and advisor for

equity firm, a f Emily office up in Scottsdale.

had his expertise around trying to help us find the

16 debt .

17

18

19

Q. And did the board approve the debt, including

promissory notes, to individual investors as opposed to

just institutional investors?

20 Yes .

21

22

23 fundraising was always part of

24

25

How did the board monitor fundraising progress?

I think, again, if you go through the minutes,

you can go through

the, or financing for the company was always part of the

They had listed who we were talking to, in

Coash & Coach, Inc. 602-258-1440
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1

2 Q

3

what form, either institutional or private lenders

Did the board set any guidelines for what the

company could and could' t do in terms of finding

4 investors?

5 Not to the best of my knowledge. Guidelines II

6 would say no.

7 Q

8

9 Again

10

11

For example, any guidelines about what kind of

networking was allowed to find investors?

There was no guidelines on networking.

the principal folks looking for investors was Rick

Peterson; myself; Kevin, a board member; Eric Reinhard

12

13

14 Q

15

16

who was representing Spyglass and how he funded Spyglass

So there was no guidelines around the network

For Rick Peterson, did you tell him at any

point that you were an officer of Greentech Mining

No. I would haveA . I was never an officer.

17 never made that comment .

18 Q Next I am going to hand you

19

20 so he would have known.

21 Never, he knew who the officers were.

Rick Peterson spoke to a couple of the officers

I mean directly the CFO Matt

He spoke to them

22

23

24

personally.

Q. Next I am going to hand you what has been

marked as Exhibit 76 which is a, looks like a tableI

25 No. SHADOW 7186. What is that?

Coach & Coach, Inc. 602-258-1440
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This is a combined investor equity holder

investment sheet and contact information.

Do you know up to what point this is, was

current information?

6

I mean it had to have been pretty current.

Looking at kind of the last list of investors it has to
I

8

be current, end of or fourth quarter 2014, fourth

quarter thereof, somewhere around there.

10

Do you know approximately when this would have

been prepared?

It was kind of

14

It wasn't necessarily prepared.

an ongoing document. If you go to the very front of it,

it is investments made by the initial group back in 2008

And you can take the list

15

when we formed the company.

It almost looks to be sequential.down I don't know

16

17

21

if it was sorted that way, but anytime money came into

the company, it was logged in this kind of format.

And as f at as you know, is this a comprehensive

list of every investor in the company?

To the best of my knowledge, it would have to

But I don't believe that it would be

22

be everybody.

anything different that would match the balance sheet.

So it would have to match the balance sheet
I unless

there was somebody missing.

I have no knowledge if there is one missing or if it is

Crash & Coach, Inc. 602-258-1440
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1 But it looks to be.

2

100 percent accurate.

Q •

3

4

Next I am going to hand you what has been

marked as Exhibit 77, Shadow Beverages and Snacks

What is that?Offering Summary, SHADOW 7582 .

5

6

7 we did.

8

9

This would have been at the very early stages

in 2009, or 2008 and '9, was one of the first offerings

I think this was the offering for Allen Hall

where units were being sold at 70 cents -- at a dollar

and then we made an adjustment to this offering and they

10

11

were being sold at 76 cents, because we added more, we

added additional shares. So the document was one used

12

13

14

15

in the early offerings of the company.

Q. The 76 cent shares, would that have been a

second PPM or just an amended version of this?

It is an amended version of this.

16 And was this ever fully subscribed for the

17 500 000 units?/

18 Yes .

19 Q How did the subsequent PPMS differ from this

20 one?

21

22 no, we didn't review

23

Spyglass o

that .

24

25

Well, you have a document of the one for

We just reviewed

We just looked at the operating agreement that

included that. So it is very similar but more specific

So the units andto what we were trying to accomplish.

Coach & Coach, Inc.
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A.
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1 price would have changed dramatically and they became

2 more comprehensive s

3 You can see this was a, when we started, a

4 smaller version.

5

6

7

And you look at the Spyglass amended

or final amended operating agreement, and the offering

that they -- that we presented to them is a lot more

detailed than this.

8 Q When you mentioned the three PPMS, was one of

9 those three the one you are mentioning that's specific

10 to Spyglass?

A . Yes.

12 Q. I see. So for other investors beyond Spyglass,

13 there were only two PPMS over the time?

14 Correct .

15 Q. Next

16 A. T o the best o f m y knowledge . There was two,

17 but there might have been an amendment, but the point is

18 correct |

19

20

21

Q. Next I am going to hand you what has been

marked as Exhibit 78, an employment agreement,

And this is Rick Peterson's employmentSHADOW 4555 »
22 agreement, correct?

23

24 Q I :L t

25

It looks to be, correct, yes.

On the first page, under the section Duties

says the employee shall serve as the EVP of business

Coast & Coast, Inc.
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A .
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1 What were his duties and responsibilities

2

development.

as the EVP of business development?

3

4

5

6

7

Pepsi co .

channel .

Well, Rick's background, as I mentioned earlier

to you, was he was a PepsiCo employee and then went to

Sara Lee with a couple of the other executives of

He primarily worked in the convenience and gas

That's what he did for Pepsi and that's what

8 he did with Sara Lee. So he had a vast network of

9

10

11

12 of the channel that we

relationships in the convenience and gas channel, you

know, 7-Eleven, Mobils, those kinds of customers. His

role was to help us develop business within that context

refer to as convenience and gas

13 and the context of his network.

14 Q Go ahead, sir.

15 As we listed here and spoke earlier, Rick also

16 had at least two other businesses that we know of that,

17

18

you know, were openly spoke about, which was the vodka

company that I think he sold, he had kind of a real

19

20 And

21

22

23

24

25 ACC 438 • O26 u

estate venture group that he was working with, and then

he was raising capital for other companies as well.

we listed that in there, he may devote a portion of his

energies to other businesses and interests.

Q. Next I am going to hand you what has been

marked as Exhibit 79, a finder's fee agreement,

Do you know what that is?

Coast & Coast, Inc.
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A.

602 -258 -1440



LUCIO GEORGE MARTINEZ VOL I I 10/15/2015 134

1 Yeah .

2

3

This is what is again earlier, in our

earlier discussion, where we got Rick from, or how he

entered into our office as a financial advisor. We

4 And we

5

6

7 That | S

8

9

interpreted that he was a licensed broker.

agreed, as a licensed broker, like we would with other

licensed brokers, Carl Marks or anybody else, that there

would be a finder's fee for bringing in capital.

pretty normal if you are a licensed broker.

He brought this and said to me, and said, hey,

10

11

you know, we never talked about my fee agreement, we

And I am a little surprised it

12

13 I forget; the

14

15

need to get this signed.

is not -- yeah, it is dated 7/12 when he first came on.

So he introduced him -- and I apologize.

name of the f Emily office in Scottsdale, but he came in

as their financial advisor. So we believed that he was

16 a broker . And we never asked for a license. I didn't:

17 ask for a license. I didn't ask for documentation. But

18

19

as any, again, as any other broker, we would agree there

would be a finder's fee as a part of it.

20

21

22

When he then asked, more recently, when he

pressed for I haven't got paid and I should get paid

this amount, we said, okay, in order to do that, you

23

24 And that was

25

need to bring us your license, your broker license so

that we can be sure we are on top of it.

brought to our attention, I believe, during a board

Coach & Coach, Inc. 602-258-1440
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1

2

3

4

5

meeting and one board member that said, you know,

we need his license to be filed with any commission that

we are going to pay him. And at that point we were

notified by Rick that he didn't have a license and he

was not a licensed broker to take those fees. And

6

7

8

9

10

11

that's when we agreed if you are not licensed it is

illegal for us to pay you.

Q. Turning back to Exhibit 78 for a moment, the

first line of that says that the employment agreement is

dated July let, 2012, which is the same date as the

finder's fee agreement.

12

13

14

why would they -- why are these separate

documents if they were executed on the same dates? why

isn't the finder's fee agreement part of the employment

15 agreement?

16

17

18

Well, this employment agreement, as you can

tell, has Shadow's logo on this. This was our document

that we sit down to discuss.

19 t o us.

20

21 We don't:

22

23

24

He brought this document

This is not a Shadow document of any sort, which

would be probably normal in the context of a broker is

going to bring his own agreement to you.

supply broker agreements in the file and say here, use

this one. So he brought this broker agreement to us.

Was it Peterson who initially requested that he

25

Q •

be eligible for commissions?

A .

Coach & Coach, Inc. 602-258-1440
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1 A .

2

To the best of my knowledge, that's how the

He wanted additional payment

3

4

5

6

7

8

conversation went, yeah.

because, again, you know, we had a, at this time, a very

low base pay for anybody working there.

Q. And just to clarify, the commissions weren't

something that the company offered on its own initiative

but something that he requested?

Uh- huh nA .

9

10

11 SHADOW 6405 l

12 Yeah .

13

Q. Next I am going to hand you what has been

marked as Exhibit 80, finder's fee agreement, No.

Do you know what that is?

This would be -- I mean Troy is a broker

that Rick brought to us and somebody that he knows in

14

15 H e

16

17

his broker agreements that was -- again, this was all

under Riel' s umbrella that, work that he was doing.

went out and said I have a guy that Troy - - I probably

He came to the office. We

18 H e is,

19

20

21

met Troy two or three times.

presented our business model, executive summary.

at least represented himself as, a financial advisor to

a high wealth or high net worth individuals that were

looking to place investments, and that he would do a

22 broker agreement between him and Shadow. So typical

23

24

broker agreement, and we agreed to it.

Do you know if he ever sought out anyQ.

25 investors?

A.

Coach & Coach, Inc. 602-258-1440
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1 A . He did. He did make a couple presentations on

2 our behalf . He did bring a couple guys to the office

3 that we presented to.

4

5

I went to his office to present to a couple

folks that he had that were in the natural gas business

6 for vehicles.

7

8

9

10

11

And they were trying to get our

distribution network of Pepsi bottlers to convert.

So what they really wanted from us, they would

make an investment in Shadow if we got all their

bottlers to convert to their natural gas truck

And we couldn't make a deal there becauseinvestment.

12 we don't, I mean they are investors of ours but we don't

13 invest -- we don't go tell them what to do with their

14 businesses. So we couldn't do that.

15

16

17

But Troy is an individual around town that has

a huge network of folks that he is in the investment

world.

18 Q

19

20

Do you know if he offered or brought the

investment to people beyond his own circle of clients?

I wouldn't know that.A . I don't know what his

21 list of clients looked like. He wouldn't share that

22 with me for obvious broker reasons. He wouldn't want us

23 to go direct. So I have no idea who he would have

24 presented to

25 Q. Did the company impose any requirements on him

Coach & Coach, Inc. 602-258-1440
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1 that he limit his presentation to his own clients?

2 No .

3 MR. MILLECAM: I am going to step out here.

4 BY MR. KITCHIN:

5 Q

6 that .

7

8

Next I am going to hand you -- we will skip

I am going to hand you what has been marked as

Exhibit 82, a General Nutrition Corporation versus

Shadow Beverages and Snacks judgment, ACC 464. What i s

9 that?

10

12 And it even

13

14

This is when Tom Dowd, you know, our partner at

GNC, let t his position. They agreed they couldn't

support the marketing side of it anymore.

got to the point they were' t going to carry the product

in their stores.

15 We cancelled.

16

17

18

19

20

We owed them roughly through

that quarter, and then extending on to product we had in

the marketplace, probably a bill somewhere, whatever the

balance sheet is, $200,000, and I am using rough numbers

again, not specifics, to pay off. And they wanted the

claim, similar to American Outdoorsman and some of these

21

22 So

23

licensing agreements, that they wanted the full

royalties of the license for the time period we had.

we had seven years. They wanted all seven years royalty

24 payments made.

25

A.

A.

We filed against them again through court of

Coach & Coach, Inc. 602-258-1440
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1

2

Pennsylvania that they took away the license, the

agreement was cancelled, we owed them the money that we

3

4

owed them and we weren't going to pay the 1.4, which

would have been the remaining seven years of the

5

6

agreement . And we got into, you know, legal attorneys

back and forth, back and forth.

7

8

9

10

And this was very similar to American

Outdoorsman, where the judge didn't like having this in

her court and she placed, I don't know the right term,

a -- it is not a def aunt judgment, but a something

11 And this is one, another one that in

12

13

against us.

June we had a settlement agreement with GNC and their

legal counsel for $200,000.

14 Q. June of 2015?

15 Uh-huh u

16 Q.

17

18

Does this appear to be an accurate copy of the

judgment from this case? I am not sure if you have seen

it before.

19 I wouldn't know. I mean I know the document we

20 have . I don't know if this is an accurate copy

21 looks to be accurate but I don't know that for sure.

22 Q

23

The $1.4 million sum, is that consistent with

what was involved in the case?

24 That was their seven-year royalty earnings if

25 correct othe program would have stayed in place,

Coach & Coach, Inc.
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1 Q And the second half of the first line, well, I

2 Defendant Shadow Beverages

3

guess the whole line says:

and Snacks, LLC, having f ailed to plead or otherwise

4 defend in this action...

5

6

7

why didn't the company defend the action or

file any pleadings in this case?

It was all a matter of funds. We didn't have

8 the attorney funds . And our attorney, even listed on

9 our balance sheet today, we still owe professional fees

And we didn't have the cash flow or the10

11

of attorneys.

resources to be able to go to Pennsylvania court and

12 hire an attorney in Pennsylvania court to go fight this

13 for us n

14

15

Q. Next I am going to hand you what has been

marked as Exhibit 83, a Shadow Beverages and Snacks

16 Do you

17

Business Model Opportunity Assessment, ACC 47.

know what that is?

18 A. Yeah .

19

20

21

It would be, you know, an exhibit that

we highlighted our strategy and what we were trying to

accomplish at Shadow.

Q •

22

23

Is this an example of what you described as an

executive summary earlier?

Uh-huh.

24 This is what -- this is the form that an

25 executive summary would take?

Coach & Coach, Inc.
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1 A . Our executive summary did, yes.

2 Q And

3 A . This form.

4 Q And browsing through it, does this appear to be

5

6

7

a legitimate Shadow Beverages document?

A. Yeah, I mean Shadow headlines, highlights what

Our brands of GNC, No

8

9

10

11

12

13

14

we were doing with the brands.

Fear, WheyUp, and Mar, those are our brands . Hungry

McGee and Faveo, at the time we had agreements with

every one of those as stated, joint venture agreement,

joint venture agreement, a JV, acquired trademark, a

ten-year licensing agreement, and then currently under

discussion with GNC continued agreement. So that would

be accurate all those listed there are accurateI

15 comments o n those brands

16

17

Q. So this is, the cover page is dated March 2014.

And then on page 3, which is ACC 50, the first, under

18 Current Ly

19

20

21

22

GNC Beverages, the first bullet point says:

under discussion with GNC to continue agreement.

Was there, was GNC entertaining or discussing

continuing the agreement even after they had sued you at

this point?

A .23 Yes . I

24 and a couple different reasons.

They actually were discussing with us

One, the bottle mold

25 that you see there, which is a, it is kind of like the

Coach & Coach, Inc. 602-258-1440



/"*

LUCIO GEORGE MARTINEZ VOL 0 I 10/15/2015 142

1 Cadillac of bottles.

2

It is not a regular bottle that

And what you don't see

And it is a mold that3

you would see in a marketplace.

there, it has GNC embossed in it.

4 we have, we had. So we were in discussions with GNC,

5

6

still even after the judgment, of them taking that

bottle mold from us, us helping them fill it with

7

8

different product.

So we had some assets still that we felt from

9

10

11

12 W e were

13

14

15

16 Where are you going

17

18

19

20

GNC that, one, we could agree to and their counsel was

very agreeable. He was like, look, you guys aren't

defending this, we filed, you owe us 250,000, let's

figure out how we are going to make this work.

like you can have the bottle mold, we will give you

200,000 as late as, again, this year in June.

We had a settlement agreement with their legal

counsel that says, you know, 1.7.

to get 1.7 or 1.4? We will agree to X and we can give

you the bottle mold and they can try and figure out if

they are still going to move forward with it.

So there is, there has been ongoing

21 discussions current discussions.I It was happening in

22 June of 2015.

23 The discussion you mentioned at the time was

24

25

basically a settlement agreement, but which they would

buy back the mold.

Q.

Were they still entertaining a

Coach & Coach, Inc. 602-258-1440
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1

2 A . Keep in mind at GNC there

3

4

licensing agreement?

Yeah, I would say.

was always, there were two groups that we were always

discussing with. One was business content with business

folks on how to continue to build their brand name and5

6 And the other

7

8

9

offer different beverages and products.

group was the legal counsel, right, those guys that said

you owe, and they -- so we were having discussions on

both sides of the fence, on the business side how could

10

11

12

13

14

15

16

17

18

we continue to help them.

They had a couple other product formulations

that they wanted to put in the marketplace. They

absolutely loved the GNC proprietary bottle mold

were having discussions on do we help them with that

Meanwhile, on the legal side, we are having discussions

on you know what, will you settle for how about if we

give you the bottle mold, if the business group, you

know, decides that they want that, and what is the value

19 of that, and then how can we help you with development

20 or contract manus acturing.

21

22

So discussions were happening on both sides

with the legal side -- it started to end on the business

23

24

25 And then it started to

side, again, when GNC continued to say we are not going

to do beverages, we are going to focus on our retail

business and getting that right.

Coast & Coast, Inc. 602-258-1440
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3

6

8

move more towards just the legal group, and those

discussions being as simple as, look, here is what we

have, we will give you 100,000 in cash and we will give

or 100,000 in stock. And those guys go, okay,

we will settle for that, what else are we going to do.

Those were the discussions being had at that time.

And can you turn to ACC 55, which is the eighth

page but doesn't have an 8 on it.

Yeah .

11

And under the management team summaries, under

Finance and Administration Team, it says Rick Peterson,

Does that mean seniorslash, SVP Capital Acquisition.

vice president and capital acquisition?

Uh-huh •

16

Why would he, why would he have that title as

opposed to the Executive VP of Business Development

title from before?

19 and was balancing.

It was a title that he actually had requested

Because when he went to talk to his

20

21

network of this convenience group of guys, his business

card needed to say he was a business development guy.

When he went to talk to a finance group, he didn't want

to show that, you know, business development because

Rick did have that multidimensional: I was in beverages

for, whatever the number is, 25 years, and I moved into

Coach & Coach, Inc. 602-258-1440

l l l



LUCIO GEORGE MARTINEZ VOL o I 10/15/2015

3 world

4

7

9 SHADOW 5150

10

the finance room for the past three years, and I have

raised capital and I know what I am doing in the capital

So he actually wanted his title to be capital

have something to do with capital or finance . And that

was kind of the title we came up with

Next I am going to hand you what has been

marked as Exhibit 84, another Shadow Beverages and

Snacks Business Model Opportunity Assessment

Can you turn to the last page, which is

page 10, SHADOW 5160

11 Okay

And then, so this one is, from the first page

13 December 2014 Can you also then pull out the

14 March 2014 version on the final page, page 9

15 Okay

So there is a table of three-year financial

17

18

projections And the revenue and net profit figures

historical for 2013 are different between the two

19 different versions of this document and 2014 why wool d

20 those have changed?

21 They would have changed, you see COGS were the

same, expense was the same, and our revenue was

different

Q Right It appears to be 4,923 versus 5,923

So the reason those changed is, we had a little

Coach & Coach, Inc 602-258-1440
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1 bit, through our discussions with Henry & Horne and then

our accountant that did the review, in our accounting

4

5

6

system, in our invoice system, it is very typical to

what Pepsi and Coke do Beeause we know that we have a

wholesale price and then we have either a discount price

And then you had

8 All

9

dependent on what tier group you are

either promotional spending or whatever marketing funds

And then you got to kind of a gross revenue number.

And what we were doing in our system, we were

10 So we were not

11

right?

only putting in our gross revenue

putting in wholesale revenue

12 So when we started to look at the business and

15

16

17 what is your net revenue

18

19

20

21

through this accounting, and some of it was, quite

frankly, again, driven by Bob Korte not coming from the

beverage business, we were from the beverage business

our bottlers looked at what is your wholesale price and

That's how we get to

what is your gross revenue And wholesale always had

this gap between what tier you were at because it

accounted for some of the intangible marketing expenses

or how to get product to market that we were always

so we kind of had two gross And that ' s why only the

revenue number is different

25 Right? That's fixed.

Our cost of goods, that wouldn't have changed

And then our expenses, that was

602-258-1440Coach & Coach. Inc
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1 fixed o So what we

2

There was never anything different.

were projecting in this three-year projection on

3 whatever document you gave me, the second one, was our

4 gross revenues u We went back and did some research and

5

6

we looked at Pepsi co, we looked at Monster, we looked at

Rock Star, and we looked at new companies like Kona Red,

7

8

9 were not 1

10

11

which was a start-up company. And everybody else was

using the metric of gross revenue or wholesale, and we

We were using a number below it.

So at that point we opted that, in order to be

consistent with what everybody else is seeing, we should

12 be using a wholesale price.

13

14

15

If you were to go back and look at some of the

documents in 2009 and '10, we had wholesale pricing

And that was really predicated to -- I requiredthere 4

16

17

18

that, because my experience, again, with Pepsi co and

leading businesses like Cost co or a general manager of

one of the f facilities, we were always based off of

19

20

wholesale pricing. That's what our revenue was designed

And then the discounts and allowance fed offaround .

21 that . So this was absolutely just a change in how we

22

23

24

25

were going to account for gross revenue.

Q. And the change in accounting would have raised

or lowered the apparent revenue figure?

It would have raised the revenue figure because

602-258-1440
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1

2

we were going back to wholesale.

But comparing these, it looks like the

3

4

5

Q.

March 2014 version has the higher revenue figure and it

is the December one that has the lower figure.

So that's where we were battling betweenA. Yeah .

6

7 t o account for.

8

those two at this point in time, of what we were going

And we hadn't really gotten a ruling.

Because there is implications on that, too, the ruling

9 from Henry & Horne, our accountant and tax position, on

So we kind of had10

11

what we were going to be recording.

two different revenue projections. One was gross. And,

12 you know,

13

we tried to speak to that whenever anybody

But everybody

14

15

16

17

18

19

said exactly what is your revenue number.

kind of focused on what is your net profit and where

were you going with this profit and what are you

forecasting. And we were saying here is what business

we have projected, here is our pro forma.

This is right in the middle of the Sys co

debacle that we talked about 2014.I And we launched,

20 produced, and did all those things. And that's why the

21

22

23

24

25

numbers changed dramatically from we thought we were

going to lose 1.5 and we ended up losing 2.5.

Q. Why is it that the change in the figures is

exactly 1 million? It is still, you know, 923 in the

hundreds place.

Coach & Coach, Inc. 602-258-1440
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1

2

What is your question again?

Between 5,923 000 and 4 923 000l it is weirdI I I

3 that the difference is exactly 1 million.

4 that; be?

5 A .

Why would

Is that just a strange coincidence?

I am not sure. I am not sure what that means,

6

7

8

9

why that would be that way, if it is a strange

coincidence or if something was affecting it.

You know, it -- clearly we were speaking to

We were not claiming

10 In this it was aI

11

this as financial projections.

that they were actuals or, you know.

discussion point of where we were going.

12

Producing

balance sheets and financial statements would have been

13 the next step. If somebody said I like this I see
I

14 these trends, I want to see the detail, we would provide

15

16 Q But in these cases, these are the 2013 figures.

17

18

These are actually historical, not projections, correct?

Well, in March I believe it was still aA .

19

20

projection because we hadn't finalized and closed the

books and filed taxes yet. So it was still a

21 projection.

22 MR. KITCI-IIN: All right . Well, let's go off

23 the record.

24 (The examination under oath was recessed at

25 2:48 p.m_)

Coach & Coach, Inc. 602 -258 -1440
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1 STATE OF ARIZONA
COUNTY OF IVIARICOPA

)
)

2

3

4

5

BE IT KNOWN that the foregoing proceedings were
taken before me; that the witness before testifying was
duly sworn by me to testify to the whole truth; that the
foregoing pages are a full, true, and accurate record of
the proceedings all done to the best of my skill and
ability; that the proceedings were taken down by me in
shorthand and thereafter reduced to print under my
direction.6

7

8
I CERTIFY that I am in no way related to any of

the parties hereto nor am I in any way interested in the
outcome hereof.

9

10
[ ]
1]
[X]

Review and signature was requested.
Review and signature was waived.
Review and signature was not required.

11

12

13

I CERTIFY that I have complied with the ethical
obligations set forth in ACJA 7-206(F) (3) and ACJA 7-206
(J) (1)(9)(1) and (2). Dated at Phoenix, Arizona,
this 20th day of October, 2015.

14

@,@,,,@.8
15

16 Colette E. Ross
Certified Reporter

Arizona CR No. 5065817

18

19

I CERTIFY that Coach & Coach, Inc. , has
complied with the ethical obligations set forth in ACJA
7-206 (J)(1)(9)(1) through (6).

20

21

22

23

24 COASH & E:oAsH, INC •
Registered Reporting Firm
Arizona RRF No. Rl03625

Coach & Coach, Inc. 602 -258 -1440
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7
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10

11
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12

13
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November 24, 2015
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Court Reporting, Video & Videoconferencing
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24
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1 EXAMINATION UNDER QATH OF LUCIO GEORGE MARTINEZ

2 was taken on November 24, 2015, commencing at 9:00 a.m

3 at the Arizona Corporation Commission, Securities

4 Division, 1300 West Washington Street, Phoenix, Arizona

5 before COLETTE E. ROSS, Certified Reporter No . 50658 in

6 and for the County of Maricopa, State of Arizona

7

8 APPEARANCES :

9
For the Securities Division:

10

11
I Third Floor

12

Mr. Paul Kit chin
Enforcement Attorney
1300 West Washington Street
Phoenix, Arizona 85007

13

14

15
ALSO PRESENT :

16
Special Investigator, Securities

17
Mr. Mike Brokaw,
Division

18

19

20

21

22

23

24

25
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LUCIO GEORGE MARTINEZ I

3

4

called as a witness herein, having been first duly sworn

by the Certified Reporter to speak the truth and nothing

but the truth, was further examined and testified as

5 follows

EXAMINATION CONTINUED

8 BY MR. KITCHIN

10

Q T h i s  i s  p a r t  o f  a n  i n q u i r y  b y  t h e  S e c u r i t i e s

D i v i s i o n  o f  t h e  A r i z o n a  C o r p o r a t i o n  C o m m i s s i o n  i n  t h e

11 matter of Shadow Beverages and Snacks, LLC and Lucio

12

14

George Martinez to determine if there has been full

compliance with the Securities Act of the State of

Arizona

15

The information obtained today may reveal

violations of statutes outside the Securit ies Act .

M r .  M a r t i n e z ,  y o u  h a v e  t h e  r i g h t  t o  r e f u s e  t o

a n s w e r  a n y  q u e s t i o n s  i f  y o u  t h i n k  t h e  a n s w e r  m a y  t e n d  t o

incriminate you

19

20

You have the right to refuse to produce

private papers you feel may incriminate you. You do not

have the right to refuse to produce corporate papers based

on any claim of self-inorimination.

23

Do you understand you sti l l have a right to be

represented by counsel?

24

And you would like to go forward without an

COASH & COASH, INC •
www .  coashandcoash.  com

602-258-1440
Phoenix, AZ
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1 attorney for now?

2 I do.

3

4

Q.

right to counsel.

5

We will assume for now that you are waiving your

If at any time you feel you need legal

counsel, tell me immediately and we will stop and allow

6 you to get counsel.

7 Okay.

8 Q

9 direction.

The reporter will go off the record at my

If you would like to go off the record, tell

10

11

12

13

14

15

16

17

18

19

20

21

me, and I will try to accommodate you.

Since your testimony is being recorded by a

reporter, please respond verbally as opposed to nodding or

shaking your head. Also please let me finish asking a

question before you answer so there will not be two people

speaking at once. If you don't hear a question or don't

understand the question, say so, and the reporter will

repeat it or I will explain the question further.

And you are under oath, so any f else statements

you make may be criminally prosecuted as perjury.

Do you understand what I have explained so f at?

I do.

22

23

24

25

Q. Do you have today any medication or physical

condition that would prevent you from hearing or

understanding my questions?

I do not.A .

I

cAsH & COASH, INC 9
www. coashandcoash o com

A.

A.

A.

602-258-1440
Phoenix, AZ
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1

2

3 D o  y o u

4

Q . First I am going to hand you what has been

previously marked as Exhibit 5, a promissory note to

George Karat, SHADOW -- Bates No. SHADOW 6873 .

know what this is?

5 Yeah, yeah.

6 Q. And on the second page, this is a note that you

7

8

signed, correct?

A . That's my signature .

Who communicated with Mr. Karat about this

Correct.

9

10

Q .

promissory note?

That would have been me.1 1

12

13

Anyone else?

Yeah. That would have been other members of the

1 4 board or directors at the time. This is back in 2009

15

16

17

and prior to George Karat passing away.

Q. Do you recall in par titular who would have spoken

with him?

18 A.

19

At: the t ime I  don't  recall exactly who was at

the table when George came in to discuss the matter.

20 Q. But there was a meeting with multiple people?

2 1 Yes.

22

23

Were any Shadow documents given to Mr. Karat?

I don't recall exactly which documents, business

24

25

documents of what we were doing or what the business

model was, but George absolutely knew what we were doing

A.

A.

A.

Q.

A.

A.

Q.

cAsH & COASH, INC Q
www. coashandcoash. com

602-258-1440
Phoenix, AZ
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1

2

3

4

5

6

7 S o

8 And

9

10 accounts •

11

from a business standpoint -- this was the early stages

of Shadow, 2009 -- of a couple different plans that we

were developing.

And at the time, George Karas was employed by

Pelican Communications, or the Pelican Group. And the

Pelican Group represents a group of, you would all

them, third-party operators across the country.

Pelican Group contracts national vending accounts.

George Kamas was a regional director of those national

And Shadow Beverages was producing products

like Ironclad and No Fear and we were contracting those

12 beverages with national accounts.

13

14

15

So I will give you an example, would be Cost co.

Pelican had the contract for Cost co vending and the

And Ironclad

16

class would have been vending accounts.

was one of those products that Shadow developed that

17 belonged in every one of the Cost co vending accounts .

18 George was the regional director that managed all of

19

20

those third-party operators that then were required to

follow the sets, the schematics as he referred to them,

21

22

to carry Ironclad and sell Ironclad in all those

accounts. So George was very well f familiar with the

23 business model, because he was part of the business and

24

25

the everyday business model.

So what documents, to answer your question

cAsH & COASH, INC »
www . coashandcoash. com

602-258-1440
Phoenix, AZ

I

l ll l l H H III llllllll\l\ l l I u ill II III I |-|'||||1|-



1

L
1

I

I

LUCIO GEORGE MARTINEZ VOL  .  I I 11/24/2015 162

specifically, I don't know exactly what documents he

2 received regarding Shadow but George was intimately

involved in Shadow because he was kind of a business

4 partner representing the Pelican Group.

Next I am going to hand you what has been marked

7

as Exhibit 6, an amendment to a promissory note, dated

March 19th, 2012, Bates No. SHADOW 6872. Do you know what

8 this is?

Yeah . I t looks like -.- I don't have the dates

10 So it

12

So George did pass

So he did

13 pass .

exactly, I am not sure when George passed away.

was signed by the estate of George .

whi le he was an employee battl ing cancer.

And we extended the note through his estate

14

15

17

group, whi ch i s  h i s  chi l dren, Stacey and a couple sons .

But i t was just an extension of his agreement .

And under Recital  No. 3, i t  says  no pr i nc ipa l  has

been paid on the note and the entire 50,000 remains

18 outstanding.

Uh-huh.

Was that correct at the time?

And this is your signature on the amendment?

What were the full names of his surviving

23 children?

25 Arizona.

Well,  Stacey is the daughter that lived here in

And he had two sons that lived in Colorado .

CQASH & COASH, INC I
www. coashandcoash. com

602-258-1440
Phoenix, AZ
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1

2

And I don't remember, I would have t:o look at their

I don't remember their names .names c

3

4

Q. Do you know if you have any of the contact

information for any of them?

5

6

Oh, yeah, we definitely have the contact

information in all the records, yeah. I attended the

7 I just don't recal l

8

9

funeral, so I know the chi ldren.

r ight off the top of my head.

Q.

10 SHADOW 6870 1 D o

11

Next I am going to hand you what has been marked

as Exhibi t 7, a payment record, Bates No.

you know what this is?

12 A . Yeah . It looks like that was in March, and then

13 We made

14

15

this looks like that would have been in August .

the payment to that, of that promissory note to help

them close their estate that they were trying to close

16 for the kids.

17 And does the August 15th date of the payment

18

Q.

sound correct?

19 A. I don't have that .

20

To the best of my knowledge .

But I know we worked hard because the kids came to us

21

22

23

24

and said they were trying to close the estate and divide

up what they had let t of George's estate and property.

And this was a key component of their -- what they were

So we did everything possible to help

25

trying to close.

them close that estate.

COASH & COASH, INC.
www.coashandcoash.com

602-258-1440
Phoenix, AZ
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1 One of the sums is $4,583.33. Do you know if

2

3

that represented a full amount: of the interest that was

due at this time?

4 A .

5

Yeah, I would imagine. To the best of my

knowledge that looks l ike that was the entirety of the

6 agreement that we had with those guys

7 Q.

8

9

10 Yeah .

11

Next I am going to hand you what has been marked

as Exhibit 8, senior secured promissory note, Matthew J.

Murphy, Bates No. SHADOW 6976 . Do you know what this is?

A. Matt Murphy is a lender out of Buckeye .

Looks like it was signed by Sam Jones and I . Sam is a

12

13 Q.

1 4

C E O  a n d  p a r t n e r .

A n d  o n  t h e  f i r s t  p a g e ,  t h e  f i f t h  p a r a g r a p h , t h e

s e c o n d  l i n e  s a y s  t h a t  $ 5 0 , 0 0 0  w i l l  b e  u s e d  f o r  p u r c h a s i n g

1 5 r a w  m a t e r i a l s  n e c e s s a r y  t o  p r o d u c e  I r o n c l a d  b e v e r a g e

W h a t  d o e s  t h a t  r e f e r  t o ?16 products.

17 What does that refer to? We were borrowing the

18

19 S o  I r o n c l a d  i s  a  b r a n d . But

20

money for production purposes of the -- Ironclad was an

energy hydration product .

i t is just a beverage. We were borrowing money to

21

22

23

produce product, for production needs .

And then two paragraphs further, in the second

l i n e  i t says customer purchase orders will materialize

24

25 6 0  d a y s .

into approximately 80,000 of cash revenue within the next;

Do you know if that happened as planned?

COASH & COASH, INC •
www.coashandcoash.com

602-258-1440
Phoenix, AZ
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1 A. This is 2010. I would -- I don't have -- I

2

3

4 that time frame. I mean we

5

6

would imagine it did but I would have to go back to the

records and pull the purchase orders for those days, for

But I would imagine it did.

were really only producing product for orders that we

And this kind of time frame coincides

7

8

9

10

11

had coming in.

with the dates of when we had the agreement with

third-party operators to produce product to ship to

distributors. And these third-party operators were the

Cost co program that we had in place.

Who communicated with Mr.Q

12

13

14

15

Murphy about this note?

Well, it looks like both Sam and I were present.

We both signed. So we sat down with, both, Matt for the

purposes of this agreement.

Q. And do you know if anyone else talked with him

16 about the note a s well?

17 This, you know, would have

18

19

20

21

Not specifically.

probably been another kind of -- we didn't personally

know Matt Murphy. Ron Barrett, who was a kind of

friend, local guy here that knows Matt Murphy, and Matt

is Ron Barrett's financial advisor, Ron brought Matt to

22

23

24

us and said he was looking at investing some money and

putting some money to work. So Matt came to us, sat

down and listened to what we were doing, made the

25 decision .

COASH & COASH, INC.
www. coashandcoash. com

602-258-1440
Phoenix, AZ
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1

2

3

We did' t know Matt from anybody any

differently, no relationship with Matt personally or

professionally.

4 Do you know what documents

were sent to Mr.

I what Shadow documents

5

6 A. It would have

7

8

Murphy before he received the note?

I  don' t of f the top of my head.

been some of the documents that you were forwarded that

would have been, you know, the descriptors of what

9 Shadow was all about and who was par ticipating in

10 Shadow, what the backgrounds were I what our business

11

12

13

strategy was all about, producing, developing new

products, taking them out into the marketplace and the

strategy to exit those plans. It was all pretty simple

It modified over time when we carried different brands,14

15

16

17

but the strategy of the company was always the same.

But the brand names kind of changed as they came and

That was always the strategy, incubate and. buildwent; .

18 new brands

19

20

Was Mr. Murphy told whether Shadow had def vaulted

on any previous notes?

21

22 not: .

I don't recollect if that discussion happened or

I don't know if the question came up or if .-- I

23 don't: recollect at the time.

24

25

Do you know if there are any documents that would

help you remember that one way or the other?

Q.

A.

Q.

Q.

cAsH & COASH, INC •
www. coashandcoash » com

602-258-1440
Phoenix, AZ
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If there are any

2

I don't recall that right now

documents at this time that we discussed?

3

4

5

Or do you know if there is anything that would be

able to jog your memory about whether or not he was told

about any previous Shadow note def adults?

I do not know that right now at this time

Was Mr. Murphy told about any judgments against

8 Shadow?

Yeah, I believe he was aware of that Because

11

12 And he was the

13 He

14

at the time we had a situation going on with a gentleman

that had put some money in, I don' t quite remember his

name, that we ended up settling with.

guy that owned the Ticket stub company here in town

And Matt knew about

15

16

was brought to us by Joe Dunnigan.

that guy because he brought that to our attention

because it was on the file You could look that up and

17

19

see that he had filed against us

Do you know if there were any other judgments

that he was told about?

20 I don't recall I don't think there was any

21

22

23

24

other judgments at the time or any other legal action

against the company at the time

Next I am going to hand you what has been marked

as Exhibit 9, first amendment to loan documents, Bates No

25 SHADOW 6988 Do you know what this is

COASH & CCDASH, INC
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It is an amendment to Matt Murphy

And under the second reci tal I it says whereas the

3 principal amount of the senior secured loan is unpaid D o

4 you know if that was correct at; the time?

Under what section?

Under recitals, on the f irst page, the second

7 the second reci tal

8 That would have been correct at the time

9 And on the fifth page, were those yours and

10 Mr. Jones' signatures

1 1 It looks like we both all initial each

12 And this appears to be a document that Matt

13

14

page .

Murphy brought to us Again, Matt: Murphy is a financial

advisor So if this is the document that he brought to

15 us, those are our signatures, correct

Q

in the past

And have you seen Mr. Jones' signature frequently

Correct

19 So you would be likely to recognize it?

Correct

23

Next I am going to hand you what has been marked

as Exhibit 10, a payment record, Bates No. SHADOW 6974

Do you know what this is?

24

25

Well, it looks like we made a payment to Matt

early in that year for the short;-term loan without the

COASH & COASH, INC
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1 interest .

2 Q Do you know why the interest wash' t paid at the

3 time?

4

5

Without going through the records, he might have

agreed to carry the interest over into shares of the

6 company c There is a conversion option. Yeah, there is

7

8

a conversion option within the agreement.

And turning back to Exhibit 9 for a second, onQ

9 the first page under the heading agreement and the

10

11

12

13

paragraph maturity date, on the second and third l ines, i t

says that the maturity date is extended until June 28th,

2010. But on Exhibit 10, the payment to Mr. Murphy is in

Do you know why it was paid late?January of 2011.

14 Yeah . We actually, when we were we had the

15

16

17

18

19

20

21

22

23

24

25

agreement completed, but it was, if you go back through

the records, you see that in August of 2011 is when the

largest capital raise through Spyglass, the largest

investment which came into, which was a group of Pepsi

bottlers, that was when that came in, which was through

August. And it took us a couple, 60 days or so to get

all the documents in place and ensure that Spyglass was

comfortable with what notes we were paying off and who

we were paying off and who was getting equity converted

and what loans were being paid off.

So we just agreed with Matt that it was going to

COASH & COASH, INC.
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1 'So we

2

3

4 Q.

5

6

be the first of the year and he agreed to that.

had the money and he knew the loan was being paid off

and he knew what we were doing.

On the second page of Exhibit 10, which is SHADOW

6975, there is a payment record to Murphy Capital Advisors

for $500 for finder's fee. Do you know what that refers

7 to?

8 A . Yeah . H e is a, again, a

9 capital advisor.

That was his charge .

He brought two other investors, equity

And he is a broker and10

11

12 that he

13

14

investors into the company.

licensed to charge that. So he brought two other folks

in at $25,000 each. And that was his fee

charged for that.

Q. Do you recall which two investors those were?

15 A . I would have to get a cap sheet . But;

16

17 clients .

Burnsy.

it is Burnsy. They are his, they are his current

He is the advisor. And his clients DavidI

18

19

20 advises their capital for.

21 he is the advisor.

22

23

24 *C O

25

Burnsy and Richard, I can't quite remember his last

name, but two of his clients, both from Chicago, he

And then he is, he, again,

So he brought those two guys in and

they both invested 25,000 into Shadow.

Q. Next I am going to hand you what has been marked

as Exhibit 11, a production line promissory note Brent

Do you know what this is?Tun fell, Bates No. SHADOW 7280.
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1 A . Yeah . This is Brent.

2
I

3

Brent was the guy that

had the -- when you mentioned earlier about the lawsuit

at the time was with Brent . And this was part of it.

4

5

6

Brent made a couple different 'loans to the company in

early 2009 and '10. And they were all paid off.

Q. Who communicated with Mr. Tun fell about this

7

8 A . And Joe was an

9 I personally or Sam

10 Brent was a personal

11

12

13

promissory note?

This was primarily Joe Dunnigan.

officer of the company at the time.

personally did not know Brent.

friend of Joe Dunnigan and a business partner.

I guess they had been in the, again, ticket

He owned Ticket stub or one of the ticketbusiness |

14 He had sold the ticket business

15

16

17

18

19

20

21

companies here in town.

f fairly recently and had some money he was trying to

invest, and, again, friends with Joe Dunnigan, who was

an officer of the company at the time and, as you can

see through the summary, he was one of the early

officers of the company.

And Joe brought Brent to the company, who made a

And then his sale to thecouple different loans.

22

23

24

company went south and he did not collect his money, and

then he wanted his money back immediately. So that's

what kind of caused a little bit of ruckus between us

25 and Brent . He filed a lawsuit asking for his money

COASH & COASH, INC.
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1 back .

2

And then we were able to make that payment with

the equity that we sold into Spyglass and all these

3

4 Again

5

notes were paid.

But Joe Dunnigan brought Brent Tunnels.

I don't even know Brent Tunnels personally.

6 Q.

7

when you say the sale to the company wenl; south,

what does that refer to?

8 A. That is, that, again, that is a -.- that :is the

9 ticket company that Brent Tunnels owned. He made a sale

10

11 And

12

13

14

15

to the company that brought him some cash and there was

another payment coming from the ticket company.

when that did' t come, he got the company back but then

needed his cash back to get the company running again.

And, again, I personally don't know Brent, never

He was a friend of Joe Dunnigan who wasdid know Brent.

16

17

18

an officer of the company at the time .

Do you know what documents were sent to

Mr. Tunnels before he received this promissory note?

19 A. Documents of?

20 Q. About Shadow.

21 A. They again would have been, they would have been

22 the early documents, would have been the executive

23

24

25

summary and the PPM that was built from Joe Dunnigan and

Ryan Weissmueller and myself and Sam. We were the four

originating partners of the company.

Q.

COASH & COASH, INC |
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1 those documents to Brent when we first started.

2 Again, I am sure I sat in the meetings. I was

3 the beverage guy. Brent -- I am sorry. Joe and Ryan

4

5

6

were not necessarily the beverage guys but they were

kind of the operating guys that were helping us get

started in Arizona. So I sat in on the meetings, I am

7

8

and we discussed the strategy with the company,

the we built. And I am sure

9

10

sure,

with executive summary that

we presented them the PPM, which was kind of Ryan's

official document I

11 Q

12 Tonne ll

13

14

15

16 to accomplish

17 Those

18

of bringing money into the company.

Did the company give Mr. Dunnigan any guidelines

on what he was allowed to or required to tell Mr.

about Shadow before he received the promissory note?

I think, as four officers of the company, we all

discussed what we were accomplishing or, you know, out

I don't recall that there was guidelines

or principles set that he could speak to or of.

were all kind of written on the documents that we were

19

20

21

22

using. The executive summary was the primary document

that we were speaking to, again, which gave the basic

principles of  who was involved, our experience, our

contacts, and what we were trying to accompl ish with the

23

24

company.

Q. Was Mr. Tun fell told about any of, any previous

25 note def adults by Shadow before he received his note?

COASH & COASH, INC ,
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1 But: based on my memory, I

would bel ieve that there were none, because Brent was

None that I recall.

2

3 one of the earliest kind of note guys that we had. We

4 really didn't have the use or the need for notes or

5

6

money up to that point.

money in.

We had all kind of put our own

We put some of our own money in and we were

7 Because Brent's money

8

just  gett ing started at  the t ime .

was for  our f i rs t  two brands,  ca l l ed R i pe  and I ronc l ad.

Was Mr. Tunnels told about any judgments against9 Q.

Shadow before he received this note?10

11 None that I recal l but I do not believeI

12 There were no

13

again,  I  wou ld have to re fer the records.

judgments against us.

wi th Brent i f  I  r e c a l l .

The only one I think we had was

14 I

1 5

16 A .

On the second page, paragraph

Are  you  s t i l l  on  11?

17 Q. yes.

1 8

19

Second page of 11, paragraph 8, entitled

Issuance of Membership Interest, i t says as partial

consideration for the delivery of funds by holder to maker

in connection with this note, maker hereby issues,20

21 transfers and conveys 52, 610 of the outstanding membership

interests of  maker to holder.22

23 why were membership interests included as a part

of the deal?24

25 A . It was, it was just kind of the bonuses, if you
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1 It was a way of providing warrants in a different

2 f ashia to a loan.

3

4

And, again, at this time, these documents were

really driven by Joe and Ryan, who were -- we could go

5

6

7

8

back and reference who the attorney was by this document

number down below, who the attorney was that was

This was not necessarily my personal

this reference down on the

handling this.

documents. These were

9 left-hand corner would tell us what attorney was

10 handling this at the time .

11 Including membership interests in the deal, do

12

13

you know if that was a request by Mr. Tun fell or something

that Shadow offered on its own initiative?

14 A . I would believe it was -- well, I am not sure if

15

16 sure »

17 was 1

it was a request or a sweetener. So I am not quite

I couldn't answer that directly of which way it

It was probably just a negotiation between the

18 two .

19 Did Mr . Tun fell ever have any management role in

20

Q I

Shadow?

21 Did Mr. Tun fell?

22 Q

23

Absolutely not, no.

On page 4, under the maker's signature, that's

Sam Jones' signature, correct?

I believe so.24

25 Q. Next I am going to hand you what has been marked

A.

A.

Q.
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www.coashandcoash.com

602-258-1440
Phoenix, AZ



4
I

u

LUCIO GEORGE MARTINEZ VOL  ,  I I 11/24/2015 176

1

2

as Exhibit -- I am sorry.

I will state that, you know, there was -- SamA .

3 was an officer here.

4 Connecticut.

And, you know, he lived in

So he did have an electronic

5 And, actually, I

6

Right?

signature avai lable at the off ice.

take that back.

7 Back in 2006 or '7, whenever we star Ted, I am

8 I

9

10

not sure if electronic signatures were always available

but there was stamped signatures. So even by just

looking at these two signatures I can tell that the

11

12

13

14

bottom signature is actually one of his personal

signatures, and the top looks like it might have been a

stamped signature . And the stamped signature was always

held by our director of administration, which was Kathy

15 Raiser, who was the only one who had authorization to

16 use his stamped signature . That was always held under

17 lock and key.

18

19

So that was just kind of our protocol within the

If a document, as the CEO, and the office being

20 here, i f she needed to use i t , she could use i t  w i th  h i s

21 authorization.

22 b i t  d i f ferent .

But those two signatures look a l ittle

And I would venture to guess that had

23 something to do with a stamp or some form of electronic

24

25

signature

Q. When Mr. Jones eventually used an electronic

COASH & COASH, INC •
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1

2

3

signature, do you know who had access to the electronic

signature?

A.

4 Q.

5

6 ACC 337 •
7

8 And I don't recall

9

It would only have been Kathy and him.

Next I am going to hand you what has been marked

as Exhibit 12, a guaranty to Brent Tun fell, Bates No.

Do you know what this is?

well, this was part of Brent's total deal.

Brent was getting his total money.

his total investment or loan into Shadow. But he did it

10 in a couple different installments as he was getting his

11 money from the sale of his company and how he was moving

12 it over into Shadow.

13

14

So this looks like another, you know, was a

The other one looks like it was

15

16

17 different .

18

production loan.

just -- well, they were both production lines of credit.

I am not even quite sure why the documents would be

They do not look the same.

Do you know if this appears to be an accurateQ

19

20

copy of the guaranty to Mr. Tun fell at the time?

A . I am sorry.

21 Q

22

Does this appear to be an accurate copy of the

guaranty document to Mr. Tunnels at this time?

23 Yeah . I would -- it came from our files. We

24 So it came from my office. So

25

provided this to you.

from Kathy's files, we provided this to you. S o I

A.

A.

cAsH & COASH, INC »
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1 would seems it would be accurate, absolutely.

2 Q.

3 your files.

4

In this case, this one might not have come from

I am not sure if it is directly from the

Without assuming that it is from the company,

5

company.

does the document itself seem f familiar as something you

6

7

signed at the time?

A. Well, that is my signature. And it is the same

8 date .

9 Q.

10

And it is for the same purpose .

And do you recall there being a personal guaranty

to Mr. Tun fell at the time?

11 I do recall that we made the deal and then in

12 kind of the 12th hour Mr. Tunnels came back and wanted a

13 personal guaranty. And there iS

14

15 Kay

16

And we agreed to that .

personal guarantees on both sides .

Q. And on the fifth page, the signature for Lisa

Martinez, that is her signature, correct?

17 A. Correct .

18 Q

19

And that's your wife?

That's my wife.

20

21

Did you ever personally make any payment to

Mr. Tunnels based on the guaranty?

22 I personally?

23 Q. Yes .

24 A. No .

25 Q. Next I am going to hand you what has been marked

A.

A.

A.

cAsH & COASH, INC •
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1

2 ACC 342 »

3

as Exhibit 13, another guaranty to Mr. Tun fell, Bates No.

Do you know what this is?

Well, it looks like the same document that isA.

4

5

6 Q

7

separated between Sam and Andrea and I and Lisa, versus

the first one, that: was combined.

And do you recall Sam Jones signing a guaranty

for Mr. Tunnels at this time?

8 A . That is his signature and would be Andrea's

9

10

signature, his wife.

What does seem a little odd is the numbers down

11 here below. I don't know where those come from. This

12 would have been a number that would come from our files,

13

14

our attorney files. These, this number, I am not sure

what D804 and where those numbers came from. I  w o u l d

15 have to research that.

16

1 7

18

These numbers look like our attorney numbers and

where they come from, and naturally listed that it came

from the f ax machine from Shadow. I know these are

19 Shadow documents this one .I

20

21

22

If they, if they asked us

to split these up independently and they sent those over

to us and we agreed to do it, because it looks l ike the

same, we might have done that . But these numbers

23

24

came -- I  wo u l d  h a v e  t o  g o  b a c k  t o  o u r  f i l e s  t o  s e e  i f

t;hat 's where they came from.

25 Q. A t  t h e  t i m e  w h e n  M r . Tunnels requested the
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1

2

3

personal guaranties as you described, did he request a

personal guaranty from Mr. Jones, too?

Uh-huh.A. He wanted them from the two of us,

4

5

because we had the majority of the company.

Next: I am going to hand you what has been markedQ.

6

7 No. SHADOW 7294 »

as Exhibit 14, a promissory note to Brent Tunnels, Bates

What is this?

8 Well this would have been the rest of his note.I

9

10

11

12

And, again, there was -- you know, his note would have

been 250,000, if I recall completely what the amount

was, coming in different amounts based on how he was

selling his business. The first amount was at a

13

14

different rate because we needed it right away for

And then it looks like he had the rest of

15

production.

it all come in, the other 200,000, in March. So he had

16

17

a February amount come in and then in March he brought

the other 200 000 in.I And it looks like all the

18

19

20

21

22

23

24 A.

25

officers of the company signed for that note, and,

again, guaranteed by Sam and George, who had the

majority of the company.

Q. And the first page on the top right corner says

March, blank, 2010. Do you happen to recall approximately

when in March 2010 this was signed?

It would have been the early part of March,

sometime between the 7th and the lath based on the best

A .
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1 But I don't have the exact date

2

3

4

5

6 A .

7

of my knowledge.

Q. Backing up to Exhibit 13 for a moment, the

guaranty from Sam Jones to Brent Tun fell, do you know if

Sam Jones ever made, personally made any payment to Brent

Tun fell based on that guaranty

I do not, but I would, I would guess that he did

I would know if he did and I do not know thatnot .

8

9

10 Q

11 Tunnel l

12 dated, I am sorry, Bates No.

what this is?

I would say no, unless he did it without me knowing, but

the best: of my knowledge, he did not

Next; I am going to hand you what has been marked

as Exhibit 15, a term loan agreement with Mr.

SHADOW 7306 Do you know

13

14 A . Looks like it is a document of the same $200,000

15 that we borrowed in March.

16

17

Q. And on page 11, are those the signatures of all

the Shadow officers?

18 A t the time those were the five officers

19 Q

20

21

22

23

24

25

And on the first page, the paragraph under the

Agreements heading, paragraph 1.1, starting on the third

line, the sentence the loan shall be used by borrower for

the sole purpose of paying borrower' s suppliers for

production of Ironclad Energy Plus Hydration and/or Ripe

Simply Natural Vitamin Enhanced Water, do you know if in

f act these funds were used just for those purposes

COASH & COASH, INC 1
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2

I would say Ryan was the CEO and had full

control of the bank account .

4

5

So I was not the guy

signing checks or writing, you know, or paying bills.

That wasn't my role. That was only Ryan. Ryan was the

only one authorized at that time to sign paychecks or

6 manage bank accounts .

So that was the plan. As an officer of the

8 To the extent if

9 But

10

11 Ryan's role

12 Q

14 No. ACC 320

15

17

18

company, that's what we agreed to.

every dollar was used that way, I do not know that.

that ' s what we made the agreement for and that was

Ryan was the, again, the CEO at the time.

Next I am going to hand you what has been marked

as Exhibit 16, a Maricopa Superior Court judgment, Bates

Do you know what this is?

Yep. This was the judgment from Brent.

And do you know if this appears to be an accurate

copy of that judgment?

Yeah, based on what it looks like, yes.

19

20

22

24

25

imagine it isn't yes, but I don't believe this is

what we agreed upon settling, but yes.

What do you mean by that you don' t think this is

what we agreed upon settling?

I don't agree. I think this is what he filed,

the judgment, and then I believe we agreed to a

different amount and we settled on a different amount.

cAsH & COASH, INC.
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1

2 from August 1st .

3 for something di fferent

He was claiming this 35 percent annual interest

And I agree -- I believe we settled

But I don't have that.

4 believe it was a different amount. I am not for

5 certain, but that looks a little high.

6 Q Next I am going to hand you what has been marked

7 as Exhibit 17, a covenant not to execute, Bates No.

8 SHADOW 72 99 9

9 Yeah .

Do you know what this is?

This is the settlement consideration,

10 Sowhich I just said I thought 386 was a little high.

it looks like the settlement consideration, Tun fell

12

13

14

15 him 300 000 in interest.I

16

agreed to accept 300,000 in settled funds as ful l  and

complete satisfaction of the judgment on al l  loans made.

So he loaned us 250,000 and we agreed to give

And we gave him 10,000 upon

execution of this agreement and 290 August 1st, 2011,

17

18

the final payment.

What was the reason for __ so this isQ

19 A .

20

21

22

23

And he agreed to also return al l  equi ty

membership ownership rights to the company. I t  was  a l l

cancel led. He basically agreed that: he wanted to go

focus on his business and we were going to go focus on

So in  that l ast paragraph on page 1, that's whatours 1

24

25

he agreed to do

Q. In the f i rst paragraph, i t: gives a date of

COASH & COASH, INC 1
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1

2

16 May, 2011. Do you know why the second part of the

payment to him for 290,000 wasn't due until August let,

2011?3

4

5

6

Why? We had just: made the agreement with

Spyglass on their participation into Shadow for whatever

the number was, 2 million bucks . And we sold them

7 equity.

8

9

10

11 the bottlers wanted that brand.

12

13

14

And we had just -- the main reason was we just

acquired the No Fear brand, that licensing agreement,

which was a brand that the bottlers were carrying, and

So Spyglass was then

formed by the Pepsi bottlers because they wanted to

carry that brand.

brand, invest in Shadow.

And they wanted to invest in that

So we were in the process of

15 doing that.

16

17

18

19

20

21

22

They made a commitment that by July, whatever

that was, 15th, they would have their equity, and I

don't know whatever the dates were, but by that date,

they would have their equity funded so we could make the

agreement that we could fund and make the final payment

by August let. So it was all based on what we just

agreed to with the Spyglass folks.

23 And then we went back to Brent and said this is

24

25

what we have completed, we can give you 10, 000 and we

will be able to do this on August let. And he agreed to

602-258-1440
Phoenix, AZ
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1 that .

2

Because we also wanted his interest rights to be

able to, or his ownership rights to be able to move over

3

4

t o  S p y g l a s s  f o l k s .

Q.

5

Next I am going to hand you what has been marked

as Exhibit 18, a notice of wire transfer, Bates No.

6 SHADOW 73 17 o Is this, does this wire transfer reflect the

7

8

payment: to Brent Tunnels referenced in Exhibit 17?

A.

9 8/11

I would imagine that is exactly it .

or 8/1, to Morris I-Iecker, which would have been

10 Stinson Morris Hacker, yes, Stinson Morris Hacker, their

1 1 So I guess that

12

attorney, into their escrow account.

would be it . And it came from Shadow.

13 Next I am going to hand you what has been marked

1 4

1 5 SHADOW 6829 .

16 A . Yep .

17 another person that I do not know.

as Exhibit 19, a promissory note to Joe Joyce, Bates No.

Do you know what this is?

It was a note that we -- Joe Joyce is

It was -- Joe Joyce

1 8 is an ex-pepsi guy that, his son, Mike Joyce, was

19

20

21

working for us, was working for Sam Jones on the

marketing side.

Sam knew Joe and Mike and brought them to this

22 A n d  w e

23

24

25

discussion around looking to invest some money.

did a promissory note with Joe. Again, Joe I have never

met, do not know. He really was a person that Sam knew.

And, again, his son was employed by us for about a year

l

1

COASH & COASH, INC .
w w w .  c o a s h a n d c o a s h .  c o m
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1 and a half. Both Joe and

2 Mike live in Connecticut.

He was a marketing person.

But it was a promissory note

3 from Joe for the business .

4 Q.

Shadow?

Did Mr . Joyce ever have any management role at

5

6 A. None at all .

7 Do you know what documents were sent; to Mr. Joyce

8

Q.

before he received this note?

9 A. No . Like I said,

10

11

Again, I never met with Joe .

potentially it could have been on a conference call with

Joe. But it was mostly Mike .

12 But

13

14

15

Again, he was not an

of f i ce r , just; an employee, a marketing guy.

primarily it would have been Sam Jones that spoke with

Joe and what we were doing and, again, would have

reviewed the same documents that everybody was looking

16 at, our executive summary, what we were trying to

17 accomplish and how we were building brands

18

19

20 Knowing that I did

21

22

23

Q. Was Mr. Joyce told about any previous note

def adults by Shadow before he received this note?

Again, that I do not know.

not meet with Joe personally, I do not know exactly what

discussions happened with Joe.

So who was it who had spoken with Joe?Q. I forget

24 the name.

25 A. Who ? Sam .

A.

COASH & COASH, INC •
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1 Q Sam .

2

3

4 A .

5

Do you know if the company gave Sam Jones

any guidance about anything he was allowed or required to

tell Mr. Joyce about Shadow Beverages?

Other than reviewing our executive summary, that

would have been what we were all using to discuss what

6

7

8

the company was about and direction we were going.

don't know if -- what other direction or parameters we

would have set for any officer, especially our CEO at

9 the time.

10

11

Q. Was Mr. Joyce told about any judgments against

Shadow before he received this note?

12 A . I do not know if he was or was not .

13 Q And on the third page, are those Mr. Jones' and

14 your signatures?

15 A . Yes.

16

17

18 Trust, Bates No.

Next I am going to hand you what has been marked

as Exhibit 20, a promissory note to the Janus Family

SHADOW 6755 C Do you know what this is?

19 Yes.

20 And what is it?

21

22

23

24

25

Scott Janus was the CEO of a public company

called -- I am sorry. Scott Jarus is the CFO, chief

financial officer, of a public company called Ironclad

Industrial Apparel . And we had a license agreement with

Ironclad Industrial Apparel to produce the brand called

A .

A .

cAsH & COASH, INC u
www.coashandcoash.com

Q.

Q.

602-258-1440
Phoenix, AZ



|

.a 4

LUCIO GEORGE IVIARTINEZ VOL 0 I I 11/24/2015 188

1

2

Ironclad Energy and Hydration .

So Scott was a business partner in that sense.

3

4 that license.

5

6

We were licensing their name and producing product under

He was working to refinance the company.

And, actually, at the time they were just in the process

And he liked the business model andof a pipe

7 became -- he lives in California. He flew over one time

8 to meet with us looked at our business model .I Sam and

9

10

11

12

I actually took him through our executive summary, told

him we were looking for some -- that our biggest issue

was finding capital to run the company and for

And he had interest in making a

13

production purposes.

personal investment. And it was out of his f Emily

14

15 Q.

16

17

18

19

20

21

22

When you said something about restructuring the

company or something about the company, was that referring

to Mr. Janus doing something with Ironclad company?

Yeah, Ironclad, the public company. They were

just restructuring themselves and they were -- and,

again, the terminology is, I am not a, you know,

securities guy or, but they were in the process of a

And he was, he is a CFO and had done -- he was

23

pipe .

f fairly new to Ironclad and had come in to do that .

24

25

Ed Jaeger was the CEO and the guy we had worked

with who came to us to license the brand Ironclad and

COASH & COASH, INC •
www. coashandcoash. com
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1 And Scott Janus came

3

the guy that we were working with.

in to understand what we were doing with the license and

And t:hat;'s how we got:

4

how we were building the brand.

I met Scott maybe twice, once here andto know Scott

5 once in LA He lives in LA

Q

Shadow?

Did Mr. Janus ever have any management role at

None at all

Page 4, are those your signatures and Mr. Jones

10 signature

11 Correct, yes, they would be

What documents were sent to Mr . Janus about

13 Shadow before he received this note?

14 He, again, he was at the office and reviewed our

15 executive summary and our plan for the license of

17

Ironclad, which was the same kind of plan that we had

reviewed in what was the same plan that they were a

18

19

part of in building, you know, from the logo graphics

communication to consumers on what the trademarks meant

20

21 distribution.

22

23

24

the brand meant, and where we were going to

That was all the same business plan that

Scott saw that his team, Ed Jaeger, who at the time was

CEO, and he was the CFO, on what we were doing with the

brand

25 Q Was Mr. Janus told about any previous def adults by

COASH & COASH. INC
www.coashandcoash.com

602-258-1440
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Shadow on notes before Mr. Janus received this note?

I do not know that I don't know if that

3 discussion happened at the time or not

Do you know who would know?

I don't know if Scott would recall that

6 I remember that it

I don't know

8

9 He asked us if we were in def aunt

discussion happening at the time

was Sam and I were in a meeting together

if Sam would recall if that discussion came up or not

He. as a CFO, he did

10 review our balance sheet So he did know the financial

situation of Shadow.

12

13

Again, he is the CFO of a

financial company, so a balance sheet and an income

statement were documents that he wanted to look at; He

14 was not a

15 company He wanted to see the financials

you know, I mean he was a CFO of a public

So he saw

16

17

18 Jones at:

19

20

those and definitely knew where we stood

If anyone had told him about any previous note

def adults by Shadow, would it have been you or Mr.

that meeting you described?

It would have been, yeah I would imagine it

21 would have been one of us

22

23

Was Mr. Janus told about; any judgments against:

Shadow before he received this note?

24 I don't: believe so, but I don't know if

25 the judgment been filed by then?

COASH & COASH, INC
www. coashandcoash. com
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1 Q. I am not sure .

2 A. And his

3

4

5

6

The judgment was filed on May 17, 2011.

promissory note came in on 2010.

Q. Do you recall if there were any previous

judgments before September let, 2010 that he would have

been told about?

7 A. None that I recall . But I don't think the

8

9

Tun fell judgment was even -- yeah, it wasn't even a

def aunt yet because the term of the agreement was the

10 17th -- and his loan started the let .

11

12

13

So the judgment

wash' t: the best of my knowledge that was the only

judgment that Shadow had at the time .

Q. Before Mr. Jarls received this note, was he told

14

15

16

17 Q

18

19

20 NO. SHADOW 6771.

21

about any personal guaranty that you or Sam Jones had not

paid on in the past?

No, I don't believe that discussion happened.

Next I am going to hand you what has been marked

as Exhibit 21, a payment and performance guaranty to

Mr. Jarus, or, rather, to the Jarus Family Trust, Bates

Do you know what this is?

It looks like it coincides with hisA. Yeah .

22

23

promissory note.

On page 8, are those signatures of you andQ

24 Mr. Jones?

25 Yes .

COASH & COASH, INC.
www. coashandcoash. com
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1 Q. Did you or Mr.

2

Jones ever personally make any

Jarls or the Jarls Family Trust based on

3

4

payment to Mr.

this guaranty?

I did not and I am not aware that Sam did.

5 would believe that Sam did not: or I would have been

6

7 Q.

8

Next I am going to hand you what has been marked

as Exhibit 22, a payment record, Bates No. SHADOW 6754 .

9

10

11

12 Yep.

13

14 So it

15

16

17

18

19

This reflects a payment to Scott Jarus of $75,000 on

August 23rd, 2011. Does that August 23rd, 2011 payment

date sound correct to you?

That coincides when the equity that we

sold of the company to the Spyglass folks had come in.

And we were paying off the loans that we owed.

coincided with when we made the payment to the Tun fell

judgment and against other loans that we had

outstanding.

Q. Was the Spyglass investment, were those funds

needed to be able to make the payment to Jarus and to

20 Mr. Tunnels at the time?

21 A. Yeah .

22

23

24

25

I think, yeah. I think, you know, the

strategy had been, you know, up to that point we knew we

had to sell a piece of the company to meet our

obligations. So I would say that it is very, in 2011,

it is very similar to what we did in 2015 with our exit

A .

A .

COASH & COASH, INC I
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1

2

3

4

5

of selling No Fear to the Mix 1 company. We got to a

point: where the obligations had to be met and we were

past due. And we ended up selling the company to meet

those obligations, or selling assets of the company.

And at this time in 2011, the asset we sold was to the

6

7

8

Spyglass group of investors that were also customers .

They were the Pepsi independent bottling group

that liked what we were doing, saw our business model I

9 that we had met before and wanted to own a piece of the

10

11

12

13

company. So we sold them a piece of the company and we

were in a position in 2011 to start repaying the debts

that we had and the obligations we had. And as you can

see by here, in August, when we -- whatever the exact

14

15

16

date was of the payment for the equity, the investment

that Shadow or that Spyglass made into Shadow, we

started paying off the obligations that were outstanding

17

18

from the company.

Next I am going to hand you what has been marked

19

20

as Exhibit 23, a promissory note to Ashford Insurance,

Bates No. SHADOW 6605.

21 Yeah .

22 ring a bell, but yeah.

Do you know what this is?

The name Ashford Insurance didn't quite

Dr. Frank isIt is Dr. Frank.

23

24

25 That | S

a, is the f other-in-law of Ed Jaeger, who is the CEO of

Ironclad, and Scott Jarls' kind of business partner.

Frank brought Scott Jarls, the CFO, intoDr.

COASI-I & COASH, INC.
www. coashandcoash. com
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1 Ironclad .

2 Dr. Frank owns a horse vitamin mineral company.

He does a lot of3

4

You have probably seen them on Tv.

stuff like that. Ed Jaeger brought Dr. Frank. I have

5 never met Dr. Frank.

6

7

8

9

10

11 So

12

Dr. Frank, actually, I just spoke to his wife,

Judy, not too long ago. He is very ill and

hospitalized. He probably won't make it another 30 to

60 days . But he also had an insurance company that he

lent the company some money during this time frame where

the company was looking for operating capital.

that's who Dr. and this is aFrank is . H e i s

13 document under kind of those same terms . We made an

14 I, again, never met him.

15

16

agreement with Dr. Frank.

Sam, who had the relationship with Ed Jaeger, was out in

LA, met Ed, and then went out and met Dr. Frank. And

17 Dr. Frank put some money into the company under this

18 agreement

19 Did Dr. Frank or Ashford Insurance ever have any

20

21

management role in Shadow?

A. None at all .

22 Q.

23

On the first page, the second paragraph refers to

a maturity date of December 31st, 2010. Do you know if

24

25

the note was fully paid by that date?

No, it would not; have been.A.

COASI-I & COASH, INC |
www. coashandcoash | com
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1 Q Do you know when it was fully paid or if it has

2 been?

3 A. I would say the records would show that it has

4

5

6

been paid, but it would have been paid back in ' 11 once

we got caught up with this sale of equity to Spyglass.

And on page 4, are those signatures of you andQ

7 Mr. Jones?

8 A . That would be correct .

9 What documents were sent to Dr. Frank before

10

Q.

Ashford Insurance received this note?

11 Again, I never met Dr. Frank. So Sam and Ed

12

13

14

15

16

would have met: with Dr. Frank and spoke to our executive

summary and what we were doing with Ironclad and the

business strategy with Ironclad, helping the brand.

Dr. Frank was a, I believe, a majority shareholder in

Ironclad, the public company, and was a key investor in

17 And they were all investing

18

the pipe that was going on.

in Ironclad to -.- in Shadow to ensure that we were

19

20

helping build that trademark through the beverage side

So Ironclad, if you have seen Ironclad, they

21

22

were an industrial glove company.

seen their gloves at Cost co or Home Depot.

You probably have

That's what

23

24

they do .

side of the company,

So we were kind of their secondary marketing

if you will, because we were taking

25 trademark and putting it on beverages .

A.

cAsH & COASH, INC •
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1

2

And who was the second person you said along with

Sam Jones who met: with Dr. Frank?

3 A . Ed Jaeger.

4 Q. Ed Jaeger?

5

6 Did Shadow give Mr .

7

Who was the CFO of Ironclad, the public company.

Jones any guidelines on what

Frank about Shadow?

8 A.

9

10

he was a l l owed or  requ i red to te l l  Dr.

None other than, you know, again, the executive

summary and, you know, Sam was the CEO of running of the

company at the time . So they reviewed our executive

11

12

13

summary and our strategy around Ironclad, the brand

i t s e l f . And Dr. Frank, being a big shareholder and

i nvestor  i n  I ronc l ad, the brand, he saw what we were

14

15

trying to support that brand with.

Q. Was Dr. Frank told about any previous note

16

17

def adults by Shadow?

Not: being present at the meeting,A. none that I am

18 aware of.

19

20

Q. Do you know if he was told about any judgments

against Shadow at the time?

21 A .

22

23

Again, based on the date of the note, 2010, I

don't believe there was any judgments at the time, but I

do not know if those discussions were had because I was

24 not there.

25 Do you know if Dr. Frank was told about; any

A.

Q.

COASH & COASH, INC •
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1

2

personal guaranty that you or Sam Jones had not paid on in

the past?

A.3 I do not know that.

4

5

6

Next; I am going to hand you what has been marked

as Exhibit 24 , a payment and performance guaranty to

Ashford Insurance Bates No. SHADOW 6620.I

7

8

Do you know if you or Sam Jones ever personally

made any payments to Ashford Insurance or Dr. Frank based

9

10

on this guaranty?

I know I did not.A . And I would imagine that Sam

1 1 did not without my knowledge . And I have no knowledge

12 that he did.

13 Page 8, the signatures are of you and Mr. Jones,

1 4 correct?

15 That is correct.

16 Q.

17

18 No. SHADOW 6374 •

Next I am going to hand you what has been marked

as Exhibit 25, a promissory note to Ronald Barrett, Bates

On the third page, is that your

19

20

signature?

A. That is correct.

21 Q And Mr. Jones' signature line is blank. Do you

22

23 A.

24

25

know i f  he didn't  ever s ign i t?

Yeah, there would be a final copy with

everybody's signature on it that he did sign.

Q. And did Ronald Barrett ever have any management

A.

COASH & COASH, INC.
www . coashandcoash. com

Q.

Q.
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1 role in Shadow Beverages?

2 A . None at all.

3

4

5

6

And in the second paragraph it mentions a

maturity date of March 1st, 2011. Do you know if the note

was fully paid by that date?

No, it was not .A.

7

8 A .

9

10

Do you know when it was fully paid?

I believe this one was paid also in August,

September based on, again, the investment that came in

We would have to research to see if this

11

12

13 But, yeah,

14

from Spyglass.

was paid off, but based on the dates, I believe we got

to a point where all, by September, mid September of

2011, all outstanding obligations were paid.

this was another outstanding loan that was, promissory

15 note that was made.

16 And who is Ronald Barrett?

17 A. Ron Barrett is a personal friend of mine from

18 He is a

19

20

Albuquerque that recently moved to Buckeye .

general contractor, has nothing to do with the beverage

business, but is a general contractor here in the valley

21 now |

22 Q

23

Did anyone besides you communicate with

Mr. Barrett about this note?

24 A. Yeah, Sam would have also . He knew Sam very

25 well and, as I say, a personal friend of mine and a

COASH & COASH, INC
www. coashandcoash . com

Q.

Q.

Q.
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1 friend of Sam's. He knows Sam and Andrea .

2 I would say the three of us met in Albuquerque

3 So Ron knew

4 And Ron's

5

when we were all neighbors ten years ago.

Sam and I when we both worked for Pepsi .

wife, Lisa, worked for Pepsi as well. That's how we all

6 kind of know each other.

7 What documents were sent to Mr. Barrett before he

8 received this note? Documents about Shadow that is.

9 A. I would say Ron was at the office a few times

10

11

and received the standard executive summary and strategy

of Shadow and direction where we were going with brands

12 and our strategy to acquire the No Fear brand at this

13 time .

14

15

16

Was Mr. Barrett told about any previous note

def adults by Shadow before he received this note?

Not that I recall.

17 Was Mr. Barrett told about any judgments against

18 Shadow at the time?

19

20

21

Not that I recall, but based on the dates, I

don't believe there was a judgment again at this time .

Was Mr. Barrett told about any personalQ

22 guaranty -- actually, never mind.

23 A. Okay .

24 Q Next I am going to hand you what has been marked

25 as Exhibit 26 I a promissory note to Stacey Gervasi, Bates

COASH & COASH, INC.
www.coashandcoash.com
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1 No. SHADOW 6340. Do you know what this is?

2 Yes.

3

4 Karat' daughter.

So Stacey, you will see this will change a

little bit over time, Stacey is Ron, I am sorry, George

We spoke of George Karat earlier. And

5

6

you will see that this changes.

Stacey and another friend wanted to make an

investment back into Shadow.7 And you will see the name

8 change into something like Four Paws . I t was an LLC

9 that they started.

10

But when they had the money, they

They wanted to make

11

12

hadn't really set up their company.

a couple investments . And they made a promissory note

loan to Shadow under Stacey' s name at this time . But it;

13 will change into Four Paws.

lender to Shadow.

And Four Paws became a

14

15

16

17

18

And Stacey, again, being George's daughter, knew

of Shadow from a long time ago and the role that George

played with the Pelican Group and Shadow.

Q. Did Ms . Gervasi ever have any management role?

19 A . Did who?

20 Q.

21 Stacey did not. She was

22

Did Ms. Stacey Gervase?

Stacey is a female.

the daughter of George Karat.

23 Q.

24

25

And the second paragraph mentions a maturity date

of December 31st, 2011. Do you know if as of this date it

was fully paid by that time?

COASH Sc COASH, INC »
www. coashandcoash. com
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1 I

2

3

4

I don't know if this was completely paid.

believe there was an agreement to extend, but I would

have to go back to the files .

On the third page, those signatures, are those ofQ

5 you and Mr. Jones?

6 A . Correct

7 Who communicated with Ms . Gervasi about this

8 note?

9

10 and I .

11

About the note personally would have been Sam

About the company would have been her dad prior

to his passing, myself and Sam.

12 What documents / what Shadow documents were sent

13 to Ms. Gervasi before she received this note?

14 She was

15

I don't think anything was sent to her.

at the office and was -- you know, saw and discussed our

16 executive summary and our strategy on Shadow, what we

17

18

19

20

were trying to accomplish.

Q. Was Ms. Gervasi told about any previous note

def adults by Shadow before she received this note?

Not that I  recall.A .

21

22

Q. Was she told about any judgments against Shadow

at the time before she received this note?

23 A . Not that I recall .

24

25

And again,  at th i s  t ime, I

do>n't believe there was a judgment against Shadow, based

on the date of the document

cAsH & COASH, INC.
www. coashandcoash. com
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1

2 I

3 Bates No. ACC 439.

4

Next I am going to hand you what has been marked

as Exhibit 27, a Maricopa Superior Court def aunt judgment

Do you know what this is?

This is against an account called The Pantry,A.

5 who no longer exists, out of Florida. We were doing

6 some business with Ironclad and we were in kind of

7 This basically was referred to as a

8

9

disagreement with.

slotting fee that we did not agree to. We shipped them

free product. They returned the product and filed a

10 And we settled

11

12

13

14

judgment against us for a cash amount.

and paid that amount.

Q. Does this appear to be an accurate copy of the

def aunt judgment in that case?

I do believe so.A. It looks to be accurate.

15 Why did the well I why did ' t: the company

16

17 A .

18

19

20

21

Q.

defend against the claim?

We were dealing with a buyer that we thought

was -- we had a different agreement with. And the buyer

told us that she had talked to the attorneys. And then

we -- and it was really all -- I was handling the sales

And my sales guy was talking to the buyer that

said that she had talked to their attorneys. And we

side .

22

23

24

were working through the free product that we had sent;

them versus the amount that the company was claiming

And then a judgment was sent25 against us for slotting.

Q.

cAsH & COASH, INC I
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1

2

3

to us and they pulled the money out of our bank account .

Do you remember when the judgment was fully paid?

It would have been in December of 2011 aroundI

4 that time frame, as I recal l.

5 M R .  K I T C H I N : Let's take a break for about ten

6 minutes.

7 (A recess ensued from 10:20 a.m. to 10:34 a.m.)

8 MR. KITCI-IIN: Let's go back on the record.

9 BY MR .  KITCI- I IN:

10 Q

11

12

Next I am going to hand you what has been marked

as Exhibit 28, a promissory note, Spyglass Capital

Partners, Bates No. SHADOW 7642. You have mentioned this

13 Do you know when this note was repaid,

1 4

e a r l i e r , I  t h i n k .

i f  i t  h a s  b e e n ?

15 Well, I would say it

16

17

It has not been repaid.

i s , it is currently not an obligation of Shadow's

It has been transferred.

18

anymore •

Q . Transferred to Mix 1?

19 Yes .

20 When was that transfer done?

21 A.

22 Q.

Apr i l  l e t .

And what were the terms of that transfer?

23 I think we submitted the transaction agreement,

24

25

but the, all the note owed to Spyglass I and Spyglass

II, because there were two, were all converted over to

COASH & COASH, INC.
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1

2

the responsibility of Mix 1 as part the $12.2 million

transaction agreement, so, which included a mutually

So this3 agreed to interest rate for the time frame.

4

5

note currently, which needed to be to free up the rights

to the license and all of those things, so this

6

7

promissory note has been converted to the responsibility

Mix , thiso f 1 one and then there are a couple other

8 ones 1

9

10

Q. Was Spyglass Capital Partners told about; any

previous note def adults by Shadow before they received this

11 note?

12 Yes .

13

14 of their

15

16

Yes, they were, absolutely. Spyglass made

their equity investment prior to this. And it was part

part of the deal was they were going to make

an equity investment to help us with the obligations

that were out there And ofI

17 course they saw our financials.

18 diligence.

19

20

which were judgments.

They did their due

So they knew everything that was out there.

And then the second part of the agreement from

them was, they gave to make a capital investment on the

and then a debt investment which was --21 I

22

23 Q

24

equity side,

this is part of it.

Was Spyglass Capital Par tiers told about any

other security interests on any Shadow assets before they

25 received this note?

A.

COASH & COASH, INC •
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1 Absolutely.

2 Q.

3

And do you know what security interests those

were at the time?

4

5

Well, they, again, had done all of their due

So any UCC filings or any interest in any of

6

7 They had

8

9

diligence.

the brands, any promissory notes, anything that was

outstanding, Spyglass had all access to that.

an advisor that was intimately involved in the

They had a board member.transaction. So, yeah, they

10

11

12

13

14

had full transparency to everything that was going on.

Next I am going to hand you what has been marked

as Exhibit 29, a loan agreement with Spyglass Capital

Partners, Bates No. SHADOW 7635. Was this agreement part

of the same transaction as the note, that Exhibit 28?

15 Correct

16 Q

17

18

19

20 lender .

21

22

On the first page in paragraph 6, Negative

Covenants, it says the borrower agrees that, so long as

the loan remains unpaid, the borrower shall not take the

following actions without the prior written consent of the

And on page 2, subsection (a) is create, assume

or suffer to exist any encumbrance, lien or charge of any

kind upon any of its assets, except liens provided for in

23 this agreement.

24

25

Did Shadow seek Spyglass Capital Partners '

written consent whenever it had any future security

cAsH & COASH, INC |
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1

2 Yes.

3

4

5

6

agreements to create liens on any of its assets?

I mean they were always part of -- again,

because we had an advisor sitting on the board, and

review of the balance sheet and knowing exactly where we

stood, they had, they had full knowledge of what liens

and where the debt was coming from and where the --

7 based on the asset value, you know, all the way from

8 whatever assets there were, from receivables to the

9

10

11

license to intangible assets to all those, they had full

knowledge of, you know, what encumbrances or liens were

going against that, that value.

12

13

14

That ' s why we got to the point where when, with

Spyglass, we got to that point where we felt that we

could not continue to take either. It was either sell

15 That ' s why

16

more equity in the company or sell an asset .

we sold the asset of the No Fear brand. And we needed

17 which was we needed Spyglass' approval,

18

19

their approval,

which actually took a lot of, I guess, influencing them

to be sure that we were doing the right thing, to be

20

21

22

23

sure that they agreed to give No Fear the license,

which, or give Mix 1 the license, which meant they had

to agree to all their promissory notes and transfer them

over to Mix 1, which was a pretty big deal, because that

24 Because

25

was their only, their real asset that they had.

at Mix 1 they were going to lose that asset . They were

A.

COASH & COASH, INC •
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1

2

3

4

5

6

going to lose that kind of security. They were just

going to transfer that debt over to them to be paid in

quarterly installments and whatever the terms of the

agreement are, which are a part of the sale.

So it was a big deal to be sure that ~- Spyglass

was the first hurdle to be sure that we could sell the

7

8

asset, you know, in that combination of cash, this debt

that got moved over to Mix 1, and the stock and the

9 value of stock to be able to take care of all the

10 obligations

11

12

13

14

And, again, these notes, which there are, I

think there is probably three or four of them between

Spyglass I and Spyglass II, that all got converted over

to Mix 1 to clear that debt of somewhere around

15

16

3 million, again I am using rough numbers, that all got

converted over to Mix 1 debt .

17

18

19

Q. So next I am going to hand you what has been

marked as Exhibit 30, a trademark collateral assignment

This is

20

and security agreement, Bates No. SHADOW 7650.

the security agreement connected to the same transaction

21 as the loan agreement, Exhibit 29, and the note in

22 Exhibit 28?

23 Uh-huh, yeah. I am sorry. This is what I was

24

25

just speaking to, yeah.

And the paragraph 2 mentions a security interestQ

COASH & COASH, INC.
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1 and all the assets listed in Exhibit A. And those are the

2 WheyUp trademark and the trademark for the Original

3 Protein Drink with Energy?

4 A. Uh-huh.

5 Q.

6

Did Spyglass still have a security interest in

those trademarks up until the point when they made the

transaction with Mix 1?7

8 A.

9 Q.

I am sorry. Ask me that question again.

Did Spyglass Capital Partners still have the

10

11

security interest in those trademarks up until the point

when you described their transaction with Mix 1?

12 I am sorry. They do, they do still have

and Shadow still owns this trademark.

Yeah . I

13

14 Does it?

15 And this trademark in particular had nothing to

do with the transaction with Mix 1. The transaction to16

17 Mix 1 had only to do with the No Fear license agreement

18 So this assignment went away because it all got

19 transferred to Mix 1.

20

21

So Spyglass Capital Partners currently has a

security interest :Lm these two trademarks?

22 A. No .

23 in this brand.

They relinquished their security agreement

I am sorry if I didn't say that right .

still owns this trademark. Right?24 We Shadow,I

25 Q. Uh-huh.

A.

A .

Q.

Q.

COASH & COASH I INC »
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1

2

And the brand itself is kind of shelved, if you

We still own

3

We are not doing anything with it.

the trademark but the collateral was released from

4

5

Spyglass because it was all secured by Mix 1 in the

transaction with No Fear. So I am sorry if I did not

6 make that clear.

7 Q

8

That's all right.

And when was it that they released the -- when

9

10

was it that Spyglass released its security interest in

these two trademarks?

11 I think the release is dated somewhere around

12

13

March 15th, but the transaction was closed April 1 of

Officially the transaction closed April 1, where2015 •

14

15

16

everything got moved to Mix 1, of 2015.

Q. Do you know if Spyglass Capital Partners ever

recorded the security interest mentioned in this

17 agreement ?

18

19 Q

20

21 James, Bates No. SHADOW 7632.

I do not know one way or another if they did.

Next I am going to hand you what has been marked

as Exhibit 31, a convertible promissory note to Bradie

What is this?

22 A . This would be a, just a note from Brodie in

23 2012 9

24 I don't:

25

Again, I have never met with Bradie .

know Bradie. This was done by Rick Peterson, who at: the

COASH & COASI-I, INC u
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1 time had just come on with Shadow.

2

3

And last time you

and I met we spoke about Rick Peterson in depth of his

role with Shadow. And his role was, at this time, was

4

5

helping Shadow secure capital either through equity or

through debt . And Rick met: Brodie through a contact he

6 had .

7 Rick came from Dallas. Bradie James is a

8 And I don't

9

10

professional, was a professional athlete.

know if he was playing for the Dallas Cowboys or the

But Rick met him as a professionalHouston Texans .

11 athlete . And Bradie was a consumer or user of Wl'1eyUp,

12 And Rick met him. And Bradie was

13 And Rick went; down

14

the protein energy.

looking at investing some capital.

to Texas, I don't know exactly where, and met with

15 Brodie .

16

17

18

19

20

21

22

Again, I personally did not meet with Bradie.

didn't present to Bradie. Rick went down, presented our

executive summary, our business, our brand strategy

around WheyUp -- it was really what Bradie was

interested in, was the WheyUp brand -- and came back and

said Bradie was interested in making an investment in

We wanted him to do an equity investment.

Bradie wanted to, but through his

Shadow .

23 Brodie did not.

24 financial advisor, which again I was not a part of I

25 was really Rick Peterson, we made this agreement with

COASH & COASH I INC .
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1 Brodie .

2 Q.

3 Do you know if this

4

5

6

Paragraph number 2 on the first page mentions a

maturity date of February 9th, 2014 .

note was fully paid by that date?

No, this note has not been paid.

Did Mr. James ever have any management role inQ

7 Shadow?

8 A . None at all.

9

10

11

In paragraph 5, section 5.1 refers to a

conversion option. Do you know if this was ever converted

to membership interests?

12 A, No . While I mentioned I never spoke to

13 Bradie -- I am sorry.

14 to him on the phone.

I never met Brodie; I have spoken

And as we got closer to the due

15 date, I spoke to Brodie on an extension and explained to

16

17

18 the word

19

20

21

22 And that

23

24

25

him what we were trying to accomplish with the selling

of an asset to be able to pay, or the conversion __ at

the time Bradie had been, I don't know what is,

retired or cut and he was no longer playing professional

football -- and got his financial advisor on the phone

and said that they did not want any, did not want to

convert and they wanted the note paid on time.

was the only discussion they wanted to have.

And my point with them was we were not in a

position to be able to pay, that we did need an

COASH & COASH, INC •
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1 extension. You

2

We were working on a couple options .

can see that it was due the 15th. I explained a couple

This No Fear sale to Mix 13 n o t e , t h i s

4

5

6

of the options.

was in discussion, and we talked about how long that

would take but that we were going to work towards that

And Bradie, Bradie 's  f inanc ia l  of f icer  did

7

agreement.

not  l i ke  that . B u t  t l ' 1 a t  '  s  t h e  d i s c u s s i o n  I  o n c e  h a d

8 w i t h  B r o d i e .

9 Q.

10 for Shadow Beverages.

On the f inal page there is a blank signature l ine

Do you know if it ever was signed

1 1 b y  a n y o n e ?

12 A . Yeah . T h i s  h a d  t o  h a v e  b e e n  s i g n e d  b y  m y s e l f  .

13

14

There was a -- I would have signed this. I know, when

Rick brought this back to me, I would have signed it .

15

16

don' t; know why there was not: a signed copy executed by

both par t ies in the f i le.

17 Q. What Shadow documents were sent t:o Mr. James

18 before he received this note?

19 A. Nothing was sent: to him. It was Rick went down

20 And

21

22

specifically for a meeting and met with Bradie .

specif ical ly I know that we, again, presented our

executive summary and our WheyUp brand strategy.

that was the interest of Bradie. He was a believer in

A g a i n ,

23

24

25

the use of protein and was drinking three or four of

them on a workout that was providing, you know, an extra

COASH & COASH, INC .
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1

2

3

80 to 100 grams of protein for him in his regular diet,

were providing the energy to go work out . That is what

this brand is. It is a fitness brand. So I know we

4

5

presented the executive summary and the brand strategy.

Before he received the note, was Mr. James toldQ.

6

7

about any previous note def adults by Shadow?

That I am not aware of .A .

8 At the time was Rick Peterson aware of any

9

10 A . Rick

11

12

13 Tunnel l .

14

15

previous note def adults by Shadow?

This was, you know, in the middle of 2012.

Peterson was aware that, you know, we had a judgment.

He was aware that we paid the judgment off with Brent

You know, he was aware that we had that period

of time, which would have been, you know, '10 and '11,

where we were late on notes that we made a sale of theI

16

17

18

company, we had an investment of Spyglass, that we

cleared the notes up, and that we were now taking it to

So to what extent that discussion

19

20

a different stage.

happened, I don' t know what extent Rick had, but Rick

had the knowledge of the history of the company,

21 correct 9

22 Q.

23

Was Mr. Peterson given any instructions to tell

Mr . James about any of the, any of that background you

24 just mentioned?

25 He was not given any instructions either toA.

COASH & COASH, INC.
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1 discuss or not discuss. There were no discussions on

2 that .

3 Before he received this note, was Mr. James told

4 about any existing security interests on any Shadow

5 assets?

6 A . I don't

7

On security interest of Shadow assets.

know exactly the discussion that Rick and Bradie had.

8 And I was not the

9

And I was not part of that meeting.

one raising or involved in that piece . S o I am not

10 aware l

11 Q. Did the company give Mr.

12 instructions on what on telling Mr.

13

14

Peterson any

James about any

security interests that existed on any Shadow assets?

I mean in total the board hadYeah . I

15

16

discussions around what assets we had, right, again, as

we scaled them from receivables to what we called

17

18

inventory, so raw materials and full goods, and then to

the assets, which included our license assets, our

19

20

trademarks and our intangibles.

So we had that list of knowing what our asset

21 value was.

22

And we knew that whatever promissory notes

or what we were going out to could never exceed what our

23 asset value was. So we knew as a board that if we were

24 borrowing any money, that we could never exceed a

25 percentage of our asset value. And I think we were

A.

coAs1-1 & COASH, INC n
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1

2

3

4 range u And

5

6

always given direction by board members like Doug

Iannarino, who was a vice president of finance for

PepsiCo, that we could never exceed the 60 percent

And that was just kind of a rule of thumb.

because that rule of thumb was always really kind of

governed by, you know, that financial, I don' t know what

7 you

8

9 asset value

10

12

13 what is that real value.

14

15

We always had this argument about intangible

Right? And we always used all these

different measurements, from public companies to private

companies, what is an intangible customer list,

distribution value, all of those different values going,

And we always tried to play

that, well, 60 percent is probably the most we could

ever be out there, because we need to have real value to

16 what w e have .

17 measured that

18

And I think, if you look at how we

up and to the final point: to what we sold Mix 1 to, we

19 were always in that range. And what we did for a value

20 to what our obligations were to what we sold one asset

21 for, we were always in that range and had the value to

22 cover that

23

24

25

So did Rick and did the board and did myself,

did we always know what we were doing with kind of

promissory notes and what the value of what we had

COASH & COASH, INC »
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1 versus what we were borrowing? A b s o l u t e l y  . I think we

2 always had those discussions openly with understanding a

balance sheet and this is what our assets look l ike and3

4 this is the amount of money we could borrow.

5 Q. Peterson

6 James about

7

8

What instructions, i f  any, did Mr.

receive about what he was required to tel l  Mr .

any existing security interests on Shadow assets?

A. He didn't have any instructions to, one way or

9 t h e  o t h e r t o  h a v e  t h a t  d i s c u s s i o n .I

10 Q.

11

Next; I am going to hand you what has been marked

as Exhibit 32, a l imited security agreement with Bradie

On the final  page, i s  tha t12 J a m e s ,  B a t e s  N o .  S H A D O W  6 7 2 4  .

13 your signature?

1 4 Correct.

1 5 So these two would go hand in hand with my

16

17

1 8

previous comments of, you know, the security agreements

of what we knew based on, you know, our balance sheet,

what collateral we had to borrow money with based on the

1 9 items I previously mentioned, so documents from a

20 promissory note to a security agreement based on the

loan amount on a balance sheet of what col lateral we21

22

23

truly had in the company to ensure that we had

col lateral  to borrow money against in the nontraditional

But we had col lateral based on the assets24

25

banking ways .

that the company owned.

COASH & COASH, INC .
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1

2

3 No. Shadow 7508.

Next I am going to hand you what has been marked

as Exhibit 33, a promissory note to Pelican Group, Bates

What is this?

4 A .

5 earlier documents.

Well, the Pelican Group is demonstrated in the

Richard Scherer was a founding, as

6

7

8

9

we would say, a founding member and early officer, then

stepped away to run his own business with the Pelican

Group, who is a management company and provides products

to operators, as we discussed earlier. H e also made a

10

11

12

loan to the company, so very intimately involved in

Shadow, was an early equity member and owner of

membership shares in Shadow. And at this time thatI

13

14

Shadow was in need of capital, and he understood what we

were trying to accomplish, he made a loan to the

15

16 Can you remind me, when was it that he left

17

company.

Q.

Shadow?

18 H e was

19

20

21

22

23

24 business to be a board member

25

Well, he never necessarily let t Shadow.

just kind of a founding officer and, as we continued to

bring people into the company, his role kind of stayed,

kind of separated to just being a member and not

necessarily a day-to-day member, at one point was going

to be a board member but was too busy with his own

But he was a very close.

He is an -- advisor is probably not a good word, but he

COASH & COASI-I, INC c
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1 was a member that is in the industry and in the

2

3 Q.

4 A.

5

6

7

business, so stayed pretty close to what we were doing.

When did he stop being an officer of the company?

As we brought in officers that were more

beverage, with more beverage expertise, is when he

stopped.

Q.

8

9

10 Do you know if the

11

12

Do you recall approximately when that was?

That would have been, you know, early 2009.

The second paragraph of the Exhibit 33 mentions a

maturity date of September let, 2013.

note was fully paid by that date?

I do not believe this note has been paid by

13 2013 o This is still a debt owed to Pelican.

14 Who communicated with Mr. Scherer about making or

15

Q.

receiving this note?

Sam and I would have both had this discussion16 A.

17 with Richard .

18

19

20

21

You know, part; of the history is, again, Sam,

well, again, if you go back to the history, was once an

employee of Pepsi co. And then Sam was once an employee

of the Pelican Group, once worked for Richard before he

22 started with Shadow. Him and I started Shadow. So the

23

24 Because

25

three of us have a long history of working together.

We -- again, he was a business par tier.

a lot of products that we were producing and building
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1

2

were being used in the business management side of what

Pelican does. So Sam and I would have had this

3 discussion with Richard.

4 Before Mr. Scherer received this note, was he

5

6 A .

7

8 on Q

Q.

told about any previous note def adults by Shadow?

Not that I recall specifically, but I am f fairly

certain Richard would have been aware of what was going

He was notHe was, again, involved :Lm the company.

9

10

11

12

13 service Cost co.

14

15

16

necessarily, you know, at a distance.

Richard knew what was going on with Shadow and

knew about the Pepsi involvement and Cost co involvement.

And we were working with the Pepsi bottlers to help us

And, again, there was a network of, you

know, beverage and distribution and retailers that all

combined together, from Richard to the Pepsi bottlers to

what Shadow was doing. It was an intimate relationship

17

18

from all parties.

Before Mr. Scherer received this note, was heQ.

19

20

told about any judgments against Shadow?

Yeah. He was aware of the Tunnels judgment . He

21 was aware of The Pantry judgment . H e was aware o f

22 those . I don't know, again,

23

24

25

specifically the discussion

happened during this agreement, but he was aware.

Q . Next I am going to hand you what has been marked

as Exhibit 34, another promissory note to the Pelican

A.

COASH & COASH, INC
www.coashandcoash.com

602-258-1440
Phoenix, AZ



A

LUCIO GEORGE MARTINEZ VOL | II 11/24/2015 220

1

2

3

Group, Bates No. SHADOW 7506 . The second paragraph

mentions that this note had a maturity date of

Do you know if this note was fullyOctober let 2013.I

4 paid by that time?

5 A . No . I know that he is still owed 350. I t was

6 two different notes .

7 Q.

is for 100 000.

And the Exhibit 33 is for 250 000 and Exhibit 34I

8 I So the 350 he is owed is the sum of these

9 two?

10 Uh-huh, uh-huh.

11

12

13 ACC 1079 4

Next I am going to hand you what has been marked

as Exhibit 35, a UCC Financing Statement, Bates No.

Do you know what this is?

14 A. Well, this is with First Community, which at one

15

16

17

18

19

20

point was doing invoice financing. So they were -- God,

I can' t remember his name at the bank that was doing

invoice financing for us for a period of time, maybe

about a year, year and a half . So when they were doing

that, of course they had the first right to the invoice

that came, and then it went into our bank.

21

So they

filed the UCC to collect the money first and then it

22 went into the bank, and then we since it was a

23 So

24 that's what that was .

25

nor term f factoring invoice, f factoring agreement .

So when they do a f factoring

agreement, they put the UCC that they get first .

A.
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1 Because they would loan us that money, or they would put

2

3

4

5

6

7

that money in the bank, and then the --

And it was really designed for the Pepsi

business, because the Pepsi business was an ACH payment

on Pepsi corporate business. So Pepsi corporate, the

way we would make a delivery, they would put it in a

portal where First Community would see what date it was

8 going to get paid and they would wire whatever that

9 agreement was, 87 percent of that money, to our bank.

10

11

Q. Were you aware that First Community Financial had

or intended to file this document?

12 A . I believe it was in the agreement that they

13 So

14

15

16

signed with First Fidelity, which was our bank.

First Fidelity was our banker, who originally we looked

to them to help us with this, you know, form of

And they came back and said we don't dof actcring .

17

18

19

20

21

22

23

24 us.

25

f factoring but our partner, First Community Financial,

does and we are going to have them set that up . And we

did it, not necessarily through First Fidelity, but it

was through their partner, First Community.

So we never really kind of saw the financing.

It just went straight to First Fidelity through our

bank. So it wasn't like First Community doing through

So we had an agreement with First Fidelity who was

using First Community.

COASI-I & COASH, INC |
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1 Q.

2

Does this document appear to be consistent with a

UCC-1 form that First Community Financial would have

3 filed?

4

5

6 And

7

8

9

10 So we didn't need that

11

It looks to me like it would have been, you

know, consistent for what they were funding, their

87 percent of a document that was going to Pepsi co.

we were just, all we were doing was we were f factoring

only Pepsi co invoices. Because in our agreement with

Spyglass bottlers, we had ten-day terms of what we were

delivering to Spyglass bottlers.

But with our agreement with Pepsi co, we had

So we wanted that cash financed or

financed .

12 30-day terms .

13 f factored .

14

15

So this was just an agreement to f actor

Pepsi co because we didn't really need the Spyglass for

bottler world f actors.

16 I don't know.

17

18

19 Q.

20

21

22

I am not sure if any of it

actually happened that way, but that' s kind of the

banking agreement. That looks to be right.

Next I am going to hand you what has been marked

as Exhibit 36, a f factoring agreement, Bates No. ACC 834.

Does this appear to be consistent with the f factoring

agreement that Shadow Beverages had with First Community

Financial?23

24 A . Factoring limit of a million bucks seems a

25 little high, but...

COASH & COASH, INC •
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1 This would have

2

Yep, it was signed by me .

been -- it is my signature so that would have been

3

4

right •

Q.

5

6 Who are the people

7

Next I am going to hand you what has been marked

as Exhibit 37, a promissory note to Canis Major

Development, Bates No. SHADOW 7360.

behind Canis Major Development?

8 A.

9

This would be a gentleman by the name of Dave

This would be one of Rick

10

12

13

Kelly from Minneapolis.

Kelly -- Rick Peterson's, if you kind of remember the

Rick Peterson story and his position on bringing in

a million dollars of capital, this would be his other

half a million from Bradie James.

14

15 I do remember

16

17

I don't remember exactly how he ran into -- oh,

And I can't remember the GoDaddy guy' s

name, but the person who owns GoDaddy we met with two or

three times to make an investment into Shadow. And we

18

19

were going to produce a product for him and Danica for

And kind of the 12th hour, and Rickthe race car.

20

21

Peterson was the guy doing most of that: work, and at the

12th hour GoDaddy opted not to do that . And in return,

22

23

24 Dave

25

they gave us a guy named Dave Kelly that was looking at

investing some capital. And he opted to do this.

This was, again, Rick Pet;erson's guy,

Kelly came to Shadow. I met him for the first time. We

COASH & COASH, INC n
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1

2

3

4

5

presented the executive summary, kind of our business

strategy, what we were doing, the same thing that we had

presented to the GoDaddy folks. And Dave Kelly made an

investment under his company name Canis Major

And that' s how we got to know Dave Kelly.

When he visited Shadow, did he meet with anyone

Development .

6

7

8

Q.

in addition to you?

It was Rick and I and Sam.A . I believe Sam came

9

10

in for that because we were presenting, again, this

GoDaddy strategy a couple different times .

11

12

The second paragraph mentions a maturity date of

Do you know if this note was fully paid by

13

May 6, 2013.

that date?

14

15

No, I know this note has not been paid.

And on the second page, that's your signature?

16 A. Yes .

17 What documents were sent to Mr. Kelly about

18

Q.

Shadow before this note was made?

19 A. N o documents sent . I

20

21

22

23

24

Again, he was at the office

saw the executive summary and the company strategy, what

we were trying to accomplish and how, you know, we had

the flexibility of building different brands for

different folks, example of GoDaddy and the Danica race

car energy product that we were looking to produce for

25 her .

COASH & COASH, INC .
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2

Was Mr. Kelly told about any judgments against

Shadow before this note was made?

3 I don't: recall that discussion happening with

4 Dave

Was he told about any judgments against Shadow

6 before this note was made?

I  don' t  recal l  that I do recall, again, that

8 And h e

1 0

11

12

13

14

Dave f fairly well.

relationship with Mix 1

15

the GoDaddy folks had done their due diligence.

was tied to the GoDaddy folks So he had pretty much

you know, pretty good due diligence on Shadow based on

the GoDaddy folks

And I do know, since then I have got to know

And he got f fairly involved into our

And a year later he invested

he invested another half a million into Mix 1another I

16 knowing that Mix 1 was going to acquire the No Fear

1 7 brand

18

19

20

21

22

So in, give you a close range, October of 2014

somewhere, knowing that we were negotiating for this

sale of No Fear to Mix 1 to make Mix 1 a public company

with a couple different beverages, he bought 200

bought half a million shares of Mix 1 and is an active

member23

24 I met with Dave Kelly a couple weeks ago, just

to give him an update what was going on with Shadow and

cAsH & COASH, INC
www. coashandcoash. com
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1 Mix 1 But at this

2

So I do know Dave now f fairly well

point I did not know Dave when he did this promissory

3

4 Before this note was made, was Mr. Kelly told

5

6

about any personal guaranties that you or Sam Jones had

not paid on in the past

None that I recal l

9

Was Mr. Kelly told about any other, any security

interests that existed on any Shadow assets before this

10 note was made?

1 1 None that I recall

14 On the final

15

16

Next I am going to hand you what has been marked

as Exhibit 38, a limited security agreement with Canis

Major Development, Bates No. SHADOW 7362

page, is that your signature

Correct

1 7 And this agreement; was made in connection

With the promissory note

The note, Exhibit 37?

Correct

23

Next I am going to hand you what has been marked

as Exhibit 39, a payment and performance guaranty to Canis

Major Development, Bates No. SHADOW 7353 Was this

24

25

guaranty also made in connection with the note in

Exhibit 37?

COASH & COASH. INC
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i t was

3

And on page 7, are those your signature and Sam

Jones' signature?

Yes, they are

6

7

And did you or Sam Jones ever make any, ever

personally make any payment to Mr. Kelly or Canis Major

Development based on this guaranty

And to the best of my knowledgeI have not

9 neither has Sam

10 Next I am going to hand you what has been marked

as Exhibit 40, a settlement agreement with Dave Kelly

Q

12 Bates No . SHADOW 7344

13

On page 4 there is a blank

signature line for Shadow Beverages Do you know if this

was ever signed?

This was not executed

Why is that?

Well, this would be, aS you can see the date in

18 So as the recitals

19

May, so, you know, the asset

clearly state, on April 1 we sold the No Fear asset to

20 Mix 1

21

22

And now the par ties are looking to settle the

promissory note and the documents you just presented and

pursuant to the agreement responsible for issuing

23 payment to lenders

24 So what we were looking to do across the

25 settlement agreement is to offer them the shares of

COASH & COASH. INC
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1 Mix 1 Life and full transfer. Tl*1at's 16 000 sharesI

2 A n d  w e  o f f e r e d  t h a t  t o  t h e m  a n d  p r o p o s e d  t h i s  t o  t h e i r

A n d  w e  h a v e  o t h e r s  l i k e  t h i s  t h a t  w e3

4

attorneys.

proposed

Because, again, in the settlement agreement

there was three components It was cash It was

7 debt transfer And it was stock. And we were going t:o

And until weuse the stock to settle these agreements.

9 had agreements settled with everybody, we were not going

to disburse the stock.10 Right

So as it stands today, we sti l l  have our stock

12

13

14

certificate under lock and key, and we have not;

disbursed one share to any board member, any owners, any

investors until we have fully got acceptance from all

15

16

17

18

creditors on all obligations

So we presented probably, I am going to guess it

is probably seven or eight settlement agreements to

folks. And we had most of these agreed to A n d  w e  h a v e

19

20

a couple that we did not get agreements to that felt

they wanted more cash or they wanted cash instead of

stock21

22 A n d  t h e n  a s where we ran into real issues was

24

25

in the June, July time frame As you can see, this was

a May kind of document . And in, I am going to use the

end of June, early July, as the records go, you can see

cAsH & COASH, INC 602-258-1440
www.coashandcoash.com Phoenix, AZ
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1

2

3

4

5

6

the stock price at this time frame was in the $6 range,

and in July the stock price started to dip in the $3

range. So the value of what people were going to be

getting was going to be a lot less. And as it stands

today, the stock price is probably going to be around 75

That is really where the issues lie today incents o

7

8

9

10

11

12 that They say

13

14

And, you

We

15

16

what we are trying to accomplish.

Mix 1, as a company, has an SEC filing with a

couple of brokers on short selling issues and illegal

activity, that they claim is illegal activity. There is

some public records that you can go onto, press releases

have broke. met with Mix 1 a week ago.

there are filings on that that have happened.

know, they look at DTC reports on a weekly basis.

know that stock price should be going back up.

You know, our transaction agreement, as you see
I

17

18

19

has no guaranty on stock price. We are having some

discussions with them kind of on a legal standpoint of

And if there is any

20

21

22

23

where the stock price should be.

changes to our transaction agreements so we can get

these settlement agreements back in place, that has

caused other creditors to file the involuntary, which we

all know is in place, or in play, we are dealing with

24 that .

25 But these settlement agreements were all written

COASH & coAs1-1, INC.
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1

2

3

4

5

6

7 I

8

9

10 to Shadow.

11

12

13

14

15

in prior in getting all these documents, again, why the

transaction occurred, how we were prepared to get all

the obligations handled based on all the promissory

notes that we have looked at, all the obligations the

company had, and then kind of the struggles that Mix 1

has had, both from raising capital --

So the story is that on the cash component side

there is probably another, I am going to use round

numbers, another $700,000 that Mix 1 is responsible for

And then there is the stock component that

is an issue at Shadow, for Shadow, which is in that

range of about $8 million. And once those get kind of

settled, and it will either be through the trustee or

through the courts, then we can address all these

settlement agreements to either, you know, lenders or

our creditors in some form or f ashia.16

17 But this is one example of, you know, there was

18

19

20

21

22

23 So

24

25

probably eight of those, nine of those that were written

to all kinds of examples of the promissory notes that we

have, we have reviewed in just this f ashia, recitals

based everything that has happened, and the settlement

agreement, knowing that the stock originally had a

six-month hold on it. And that was as of April 1.

the stock in today's world, based on what the

transaction agreement said, is actually live and

cAsH & COASH, INC .
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1

2 until the rest of it is gone through.

transferrable cash today, but it is under lock and key

And as it: stands

3

4

5 Q

6

7

today, we are not under court order to do anything with

it until we are -- until we figure this out.

Next I am going to hand you -_

Sorry for the long story.

That's fine.

8 A .

9

But my story can go on forever, but I hate to

bore you with all of it.

10 Q

11 A .

12

13

14

That's all right.

I think it is important to give you a little bit

of the background because we are talking about where the

documents, I guess, came from. And it is kind of

important to know the sequence of where the documents

15

16

are going to end. And, you know, I think it is

important to have that background so you know where we

17 are going with that

18

19

20

21

22

23

And we are, as you and I have spoke quite a few

different times, knowing that we are right in the middle

of this, and I know we have talked and you have been

more than generous and kind of postponing and giving us

some time to -- because you know that we are dealing

with all this other stuff. And that is allRight?

24 coming well, I won't; say coming to an end, but: it is

25 in process. Right?
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1

2 A n d  w e

3

4

So, you know, Judge Brenda mar tin is the one

with our case, and she will be handling that: .

are working through that . And we do have this whole

other side of wel l have a transaction; i f  i t  was asI

5

, we

simple as we had all that in our hands, we could take

6 care of  a l l  the issues.

7 l ook on  the  f l i p  s ide  o f  i t .

A n d ,  y o u  k n o w ,  y o u  h a v e  g o t  t o

Y o u  k n o w ,  y o u  c a n ' t  b l a m e

8

9

10

11

all the creditors for, you know, raising red flags and

going what are you guys doing, you did a deal April l

and here you are Thanksgiving and you haven ' t done

anything with it.

12

13

1 4 And

15

16

But it has all been under lock and key, and

nobody has gotten paid, not one dollar spent until we

get to the bottom of where we can do what is right .

we are going to take the advice of the court to be sure

we are doing what is right and f air to everybody.

And --17 Q.

18 S o , a g a i n , s o r r y  f o r  t h e  c o m m e n t a r y .

19 T h a t  '  s  f i n e  .

20 A . Y o u  a r e  p r o b a b l y  l i k e  s h u t  u p  a n d  l e t ' s  g e t  t h i s

2 1 over with.

22 You are welcome to have whatever commentary you

23

Q.

th ink is  usefu l . T h a t ' s  f i n e .

24 Next I am going to hand you what has been marked

25 as Exhibit 41, a promissory note to Rick Andersen, Bates

A .

Q.
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1 No. Shadow 6358. On the second page it is your signature,

2 correct?

3 Correct •

4

5

6

7

And the second paragraph, on the first page the

second paragraph mentions maturity date of April 5, 2014.

Was this note paid by that date?

And you will see this converts over to RickN o .

8

9

10

Andersen, to Legacy Insurance Company.

Rick Andersen is actually a cousin of mine from

And Rick was one that has been out to Phoenix,Omaha.

11

12

13

14 H e i s a

15 And his

16

again, a relative, so he knows about Shadow through me,

knows nothing about beverages, got a very small glimpse

of Shadow through the executive summary, but did a

promissory note and investment into Shadow.

creditor based on our personal relationship.

note is still outstanding.

17 Q. Did

18 A . And there was actually two of them. So you will

19 see that there is another one.

20 Q

21

Did anyone else communicate with Mr. Andersen

about this note?

22 A.

23 Q

No, just me personally.

What Shadow documents did Mr. Andersen receive

24 before this note was made?

25 Just a very brief discussion on the executive

COASH & COASH, INC.
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1 S Emma Ry •

2 Was Mr. Andersen told about: any previous Shadow

note def adults before this note was made?3

4 A. Not that I recall .

5 Q. Was he told about any judgments against Shadow

6 before this note was made?

7 A . Not that I recall .

8 Q. Was he told about any other security interests

9 that existed on Sl'1adow ' s assets before this note was made?

10 A. Not that I recall .

11 Q.

12

Next I am going to hand you what has been marked

as Exhibit 42, a limited security agreement with

Mr. Andersen Bates no. SHADOW 6360.13

14

This agreement was

made in connection with the note that we just looked at?

15 That is correct.

16 And the final page, that is your signature I

17 correct?

18 A. That is correct. And this is half of -- well,

19 there is another document that Rick or Legacy Insurance

20 has half a million dollars .

21 I think we will get into it in here. I don't;

22

Q.

remember when it happens .

23 A . I'm sorry.

That ' s fine .24

25 Next I am going to hand you what has been marked
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1

2

3

as Exhibit 43 , a Maricopa County Superior Court def aunt

judgment, Bates No. ACC 456. Do you know what this is?

A. Nevada Beverage is a distributor that was a

4

5

6

distributor of some brands of Shadow back in 2012 maybe .

And they had some product that they destroyed, 50,000,

$60,000. And we did not fight it because we do owe them

7

8

60 grand.

Q. Does this document

9 I am not sure.

10

11

Yeah, 68 grand.

Does this document appear to be consistent with

what the def aunt judgment in this case looked like?

12 A . Uh-huh .

13 Q. Sorry 1 Just so she can write it down, that was a

1 4 y e s ?

15 Yes . Sorry about that.

16 That's f ine.

17 Has this judgment been paid yet?

18 A . No, it has not .

19 Q Next I am going to hand you what has been marked

20

21 No. SHADOW 6568.

as Exhibit 44, a promissory note to Bradly Fagan, Bates

Who is Mr. Fagan?

22 A . Bradly is a personal acquaintance in Gilbert,

23 Arizona.

24

25

And in the second paragraph, there is a maturity

date mentioned of October 31st, 2015. Was this note paid

A .

COASH & COASH, INC.
www. coashandcoash. com

A .

Q.

Q.

Q.

602-258-1440
Phoenix, AZ



4

LUCIO GEORGE IVIARTINEZ VOL 0 II 11/24/2015 236

1 by that date?

2 No . This amount was still owed. Bradly, he has

3 a couple other notes.

4

5

And he is doing some time in

prison for eight years and just prior to this received

his insurance benefit and made a decision to loan the

6 And these are still

7

8

company the money and invest.

outstanding. And we have not been able to talk to him

for a little bit. But he is still owed some money. And

9 he has two or three of these.

10 Q.

11 payments of 9 percent.

The third paragraph mentions quarterly interest

Did the company make those

12 payments to him on time?

A .13

14

15

16 And we

17

18

We did make some quarterly interest payments

when he first got his first payment and was going

through his court process and needed some cash for some

court fees. So we borrowed some money from him.

did make some quarterly cash payments to him that are on

record to the bank account that we did. And the

19

20

21

agreement, as his insurance company money came in, he

was putting it into Shadow before he knew he was going

to be gone for awhile.

22

23

When was the first quarterly interest payment

that Shadow didn't make on time?

24

25 2015 I

It would have been maybe the first quarter of

when he was sent away and did ' t need the money.

A.
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1 Q. And is this second page your signature?

2 Correct I

3 Q. What documents about Shadow were sent: to

4 Mr. Fagan before the note was made?

5 A .

6

7

8

He was shown our executive summary and what we

were doing with Shadow and the long-term strategy with

Shadow and was intimately aware of the potential

acquisition between Mix 1. And his interest was really

9

10

in securing stock into Mix 1 for a long-term investment .

Who communicated with him about the note beforeQ.

11 it was made?

12

13 Q.

Me personally.

Anyone else?

14 No, I don't: think so.

15

16

17

Q. Was Mr. Fagan told about any previous note

def adults by Shadow before this note was made?

Yeah.A . He and I talked about the position of the

18

19

20

21

22

company and the strategy of Mix 1 and why we were doing

what we were doing. So, yeah, he was aware of kind of

the financial situation of the company.

I don't know specifically of how many of the

judgments and who and the def adults, but he knew the

23 And his money was invested to

24

company was at its max.

really be converted into Mix 1 stock. H e  h a d  a  p e r s o n a l

25 situation that I a g a i n , it was insurance money from the

COASH & COASH, INC.
www.coashandcoash.com

602-258-1440
Phoenix, AZ

I

A .

A .

A .

4



1 4

LUCIO GEORGE MARTINEZ VOL s I I 11/24/2015 238

1

2

3

4

5 We reviewed balance sheets,

6

death of his wife that he wanted to put somewhere.

And beyond the financial state of the company

generally, was he told about any particular notes that the

company hadn't yet paid on time?

A. Not specifically.

so he saw the debt of the company. He had balance

7 sheets, income statements .

8

9

So he actually was a financial guy from one of

the banks from Chase Bank. So he was the finance

10 And he knew how to read balance sheets and

11

person.

income statements and what he was doing there .

12 Do the balance sheets or income statements

13

14

Q.

include the due dates for any amounts owed?

Typically a balance sheet wouldn't: have dueNo .

15 dates |

16 Q.

17

Before the note was made, was Mr. Fagan told

about any other security interests that existed on any

18 Shadow assets?

19 A. Not: that I recall .

20 Q. Before the note was made, was he told about the

21

22

loss of marketing funding from GNC?

He knew about the GNC situation.A . Uh-huh, yep

23

24

25

Q. Next: I am going to hand you what has been marked

as Exhibit 45, a limited security agreement with

Mr. This agreement was madeFagan, Bates No. SHADOW 6583 •

A.

COASH & COASH, INC |
www.coashandcoash.com

Q.
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1 in connection with the note of Exhibit 44, correct?

2 That i s correct

3 Q And that ' s your signature on the fourth page

4 That i s correct

5

6

7

8

Next I am going to hand you what has been marked

as Exhibit 46, another promissory note to Mr. Fagan

Bradly Fagan, Bates No. SHADOW 6574

It is a month laterA .

9

10 Was this note paid

11

So the second paragraph of this note mentions a

maturity date of January 15th, 2014

by that date?

12 A .

13 Q

No, it was not

And on the second page, is that your signature

14 Correct. it is

15 Q

16 Mr.

And before this par titular note was made, was

Fagan told about any Shadow notes that had not yet

17 been paid on time?

18 No . He had the same information from the same

19 month before that he had made the first one If; was

20 he was making his investments as the insurance money was

21 coming in.

22 Q

23

24 Bates No. SHADOW 6564

Next I am going to hand you what has been marked

as Exhibit 47, a settlement agreement with Bradly Fagan

Was this settlement agreement ever

25 executed?

COASH & COASH. INC
www.coashandcoash.com

602-258-1440
Phoenix. A Z
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2

3

5

6

7

8

This is another one, similar to what we

reviewed with Mr. Dave Kelly as of May, as you can see.

So those are recitals of what we were trying to do with

the stock payments, as you can see, whatever the stock

amount was with So this was just actually agreeing to

give him some of his stock and the interest that we

already paid

But this had not been executed. This i s similar

9

10

11

to Dave Kelly's, again, dated May, where we were trying

to get all his loans together and with stock payments

and some of the cash that we had already paid him, get

12

13

his obligation met

Next; I am going to hand you what has been markedQ

as Exhibit 48 I

15 Bates No. ACC 4488

16 Yeah .

a Maricopa Superior Court final judgment,

Do you know what this is?

This is Portland Bottling. This is a

17

18 It was a,

19

21

22

bottler that produced No Fear bottling product for us.

So this was, you know, for product produced.

what we refer to as a payable for around 30 grand.

In our agreement with Mix 1, if you recall,

there is, part of our agreement was 1.5, up to

$1.5 million in No Fear parables. So their

23 responsibility was to cover our debt that had anything

to do with No Fear And this was one of them. And a

25 part of that tied to their, them raising their money,

COASH & COASH, INC .
www. coashandcoash. com

602-258-1440
Phoenix, AZ
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1

2

3

which was due in end of May, first of June when they

were getting uplifted to NASDAQ.

So I think we had that discussion last time I

4 was here o

5

6

And that was really the principle of the

agreement that we did with them, that it was an

April transaction. We moved the asset over. They were

7

8

9

10

getting uplifted to NASDAQ. They had 15 million coming

in. 1.5 million was coming in to cover No Fear

parables, as written in the agreement, which was this

and some of these production promissory notes that we

11 had taken .

12 1

13 money I

14

Mix has not  been abl e  to ra i se  any of  that

so, because thei r NASDAQ upl i f t ing did not

So they have st i l l  s t ruggled and they are

15 And that's where that 700 000
I

16

happen.

working to raise money.

And when that comes in, thesestil l comes in.

17 obligations will be covered.

18

19

20

But that's -- we have -- we didn't fight this

This is not us going

We know

2 1

22 Q

23

because we know we owe this money.

to them and arguing that we owe them $30,000.

we owe them $30,000.

And this one is still waiting to be paid?

It is on our payable list with theUh-huh »

24 court I

25 Does this document appear to be consistent with

cAsH & COASH, INC •
www. coashandcoash . com

602-258-1440
Phoen i x , AZ
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1

2

the final judgment in this case?

It does . I believe so, 30 grand. And I think

3 that's what this is.

4

5

6

Next I am going to hand you what has been marked

as Exhibit 49, a loan agreement with Brown Bottling Group,

Incorporated, Bates No. Shadow 7338. What is this?

7 A. This was a -- so Brown Bottling is, it is a

8 They did a

9

10

11 paid.

12

13

Spyglass bottler, so a member of Spyglass.

promissory note for 40 grand.

This note has not been paid. It is partially

I think, if you see some of the documents, that

we have paid part of it. We put together -- there is a

settlement agreement for a part of this to be paid in

14 stock | We, again, have an agreement

15 And at; one point in all these, and I don't know

16 of

17

18

if you have the document that has a list every

creditor and every debt that we have, how it is going to

be paid off with the cash and the stock from the Mix 1

19

20

transaction, but it is same loan agreement from Brown

Bottling through -- from Shadow. This is ...- again, the

21 documents are a little bit different because each, each

22 creditor.

23 (Electrical difficulties ensued.)

24 THE WITNESS : What was that?

25 BY MR. KITCHIN:

<:oAsH & COASH, INC •
www. coashandcoash. com

602-258-1440
Phoenix, AZ
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1 Q. The motion sensor in here is unreliable.

2 A . This is a loan document with Brown Bottling.

3 Q

4

Why did Brown Bottling loan the money?

Why? And you can see

5

For production purposes.

this one is structured different.

6

7 deal .

8

This is a very typical bottler kind of thing,

They really didn't want the money based on

You can see they wanted it based on a per

9

10

11 extra dollar a case.

12

percentage.

case basis so they know, if you borrow $40,000, you can

make X amount of cases based on $5 . And they wanted an

So that's exactly how this one,

and one to Walton Beverage, where we borrowed the money

13

14

15

to produce product, this would be another example of, as

we describe the No Fear parables on our transaction

agreement with Mix 1, that is paid from that cash

16

17

payment owed to us .

Q. We S

18 A .

19 Q.

20

21 No, no. So

22

23

That will be paid by those guys.

Was this, I am sorry, was this product that Brown

Bottling was going to produce?

We were producing it through PNB.

PNB is a co-op for the Pepsi bottlers.

Pepsi Northwest Beverages?Q

24 Yes.

25 Q What involvement would Brown Bottling have had

A .

A .

A .

COASH & COASH, INC.
www.coashandcoash.com

602-258-1440
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1

2

with the product that was produced with these funds?

What involvement would they have?

3 Q.

4

Right ¢

They would buy the product .

5 Q. I see. So

6 A.

7

Okay.

They would be a distributor .

Right •

8

9

10 i t , so we would sel l  i t back to them.

So they loaned us the money to borrow to produce

They would place an order, because they distribute

And then they

11

12

would pay for the product to go distr ibute in the

marketplace .

1 3

1 4 A .

In paragraph 5 --

Does that make sense?

15 It does, yeah.

16

17

18

And, yeah, i t  i s  so r t  o f  wha t  I

was trying to get: at but wasn't sure how to describe it .

Just to  be c lear, they were financing the production of

product that they would then be sel l ing?

19 A. Uh-huh.

20 Was that a yes?

21 Yes .

22

23

24

25

Thank you.

Sorry about that .

When did Shadow first f all behind on the payments

that were due to Brown Bottl ing with this agreement?

A .

A .

A.

COASH & COASH, INC.
www. coashandcoash. com

Q.

A .

A .

Q.

Q.

Q.

Q.

Q.
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1

2

Almost immediately.

started to live up to that .

I mean we never really

And they were kind of okay

3 with that Q Because we knew what we were trying to

4

5

6

7

accomplish in this bigger sale.

It was kind of almost immediately we set this

We had this distribution agreement going on with

So this was kind of

8

9

up.

Sys co that they were a part of.

their finance guy that put this together, said let's do

We agreed.it this way. And then it really didn't work

10 out that way.

11 We can skip this one

12

13

14

15

16

17

Next I am going to hand you what has been marked

as Exhibit 51, the loan agreement with Walton Beverage

Company, Bates No. SHADOW 7895. Was this financing of

product that Walton Beverage was going to sell similar to

the loan agreement we saw?

That's exactly.A. Walton Beverage is a bottler in

18 They

19

20

Burlington, Washington, part of the same Spyglass.

are part of PNB, the co-op. It is exactly the same as

Walton Beverage is in Burlington,Brown Bottling.

21 Washington.

22 Did Shadow ever f all behind on the payments to

23

Q.

Walton Beverage under this agreement?

24 A. Yes . We did the same as we did with these guys

25 We did make a couple payments .

coAs1-1 & COASH, INC.
www. coashandcoash. com
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1

2

3

If you go on record and if you look at the

settlement agreements that we had put together for these

guys, we can show that there is a payment that -- there

4 was a payment due .

5

6

7

8

So if you can -- a good example, so

if you see in the recitals, as of March, 26,000 payments

against principle and interest were made. So as of

April 15th, the outstanding balance was 22 out of the 40

that was borrowed out of the 48 due . So that was the

9

10

settlement agreement of 4500 shares out of the

1.5 million shares that we own.

11 When did Shadow first f all behind on payments to

12

Q.

Walton?

13 A. The cash

14

15 talked last time.

16

I would say it was almost: immediately.

flow we were using to build the Sys co business that we

In this same time frame we had just

So we were directing all

17

18

19

20

secured the Sys co business.

funds into trying to build that Sys co business.

And for both Brown Bottling company and Walton

Beverage Company, when you say that Shadow fell behind

almost immediately, does that mean within a month of the

21 agreement date or more than that, less than that?

22 A. Yeah, I would say 30 to 60 days, to the best of

23

24 Q.

25

my knowledge.

Next I am going to hand you what has been marked

as Exhibit 53 , a loan agreement with Catherine Leven and

Q.

COASH Sc cAsH, INC a

WWW | coashandcoash. com
602-258-1440
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1 What is this?

2

Don Johnson, Bates No. SHADOW 6897.

Catherine is a, she is a broker, financialA »

3

4

broker that, I guess, through 2014 and '15 was looking

at broke ring some products that Shadow had to India, so

5

6

works for a company,

really believe, mid Set India.

represents a company called, I

Anyway, they broker

7 products to India.

8 So she had come into Shadow and had seen some

9 GNC products and looked at being a broker for Shadow to

10 But

11

12

13

get products to India. It never really worked out .

she was very f familiar with the Shadow business, had seen

the executive summary, had seen very close, then in this

December 13th understood what we were doing with the

14

15

Sys co business, the discussions that were going on with

Mix 1.

16

17

18

19

20

21

She would come in, was, again, looking at

products, what products we had to broker, very f familiar

with Shadow, and agreed to do -- she had, again, some

funds that she was looking at investing. And she and

her -- I don't know if Don is her husband or significant

other, but between the two of them, they loaned the

22

23

company $25,000.

Q. And --

24 A. This is still an outstanding note. I spoke to

25 her a couple weeks ago.

COASH & COASH, INC.
www.coashandcoash.com

602-258-1440
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1 Q.

2

3

Did they make the loan for the purpose of making

a profit on the repayment or for any other purpose?

A. Yeah, just for an investment to make money off

of their investment.4

5 Did Catherine Leven and Don Johnson ever have any

6

7

management role at Shadow Beverages?

A. They had their own -- theyNone at Shadow, no .

8 were a broker, trying to broker products

9

10

internationally.

When did Shadow first f all behind on payments due

11

Q.

to them based on this loan?

12 A . Immediately.

13

14

15

We never made a payment based on

the agreement here. We had very -- again, once th i s

loan became -- or when we did not get to this payment

date, i t was due to what we were doing at Sys co and this

16 discussion with Mix 1.

17

So we all, every one of these

folks we had discussions with, this is what we are

18

19

20

21

22

23

doing, the notes are going to have to be extended, we

are not going to be making payments, but we will be able

to do, you know, payments will be coming in shares

and/or cash, so... And every one of these folks I have

spoke to within the last 30 to 60 days. So everybody is

kind of aware of why we have not and what we are trying

24

25

to accomplish.

In section 3, under Loan Consideration, it says

Q.

Q.

COASH & COASH, INC .
www. coashandcoash 1 com

602-258-1440
Phoenix, A Z
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1 that the lender will receive $1 for each case that Shadow

2

3

When, after that agreement on December 6, when was

the first time that Shadow sold any cases that would have

4

5 It was on a weekly

6 basis. I mean w e never

7

8

9

10

11

triggered a payment obligation?

A. Well, sales were ongoing.

We were selling product.

stopped selling product, if that answers your question.

Q. How long, once they lent this money, how long

would it typically take for those funds to be turned into

new product? Is it right away or does it take a few days?

A. It would take somewhere between 60 toOh, no.

12

13

90 days.

question.

14 material I

I am sorry. I didn't understand your

It would take 60 to 90 days to buy raw

schedule production, then to make the

15

16

inventory and then get it out on the marketplace.

Who communicated with Ms. Leven or Mr. JohnsonQ

17 about this loan before it was made?

18 Communicated what? The company, about the

19

20

21

company?

Q.

A.

22 two years 0

23 Sam.

Anything about --

Well, she had been working with the company for

So it would have been either Rick, myself,

She brought

24

25

She was looking at all our product.

us product ideas, things that she would like to see us

formulate, adult nutrition products. She had some

COASH & COASH, INC.
www.coashandcoash.com

602-258-1440
Phoenix, AZ
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1 healthcare history.

2

I mean so she was very involved in

looking at different formulas, different ingredients,

3 distribution to India. So she knew of our company very

4 thoroughly, what we did and what our capabilities were

5

6 Mr.

Before this agreement was made, were Ms. Leven or

Johnson told about any previous notes or loans that

7 Shadow had def vaulted on?

8 A .

9 him .

Mr. Johnson, no, because, again, I had never met

He was just part; of the document, because the

10 money must have come from both of them, or accounts from

But Catherine she was aware of the company.them. But11 I

12

13

not that I recall specifically any, anything very

specific on any of those issues .

14 Q.

15

Before the agreement was made, were either of

them told about any judgments against Shadow?

Not that I recall, if it was specific on16 A.

17 But, again, Catherine is very well aware of

18 She was a pretty

19

20 Q-

21

judgments.

what was going on with the company.

intimate broker involved with the company.

Before the agreement was made, were either of

them told about the loss of GNC marketing funding?

she was involved on22 A. Yeah . Yeah, Catherine was I

23 the GNC side.

24

Again, with her kind of little bit of

healthcare background, she had a lot of involvement into

25 what products we were producing with GNC And then when

COASH & COASH, INC 0
www. coashandcoash • com

602-258-1440
Phoenix, AZ
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1

2

3

4

Tom Dowd and GNC ended, the reason why, and  t h e i r

market ing poo ls , she was as disappo inted as anybody why

GNC  o p t ed  t o  go  a  d i f f e r en t  d i r e c t i o n .

On the second page, i s  t h i s  y o u r  s i g n a t u r e ?

5 Correct

6 MR. KITCHIN:

7

Let's go off the record now.

(An off-the-record discussion ensued.)

8 M R .  K I T C H I N :

9

10

Let's go back on the record.

And so we will agree to continue to another date

that we will schedule afterward, and we will finish for

1 1 t h e  d a y  h e r e

12 THE WITNESS Yes .

13 MR. KITCHIN: Thanks .

1 4 THE WITNESS :

1 5 r e s t  o f  t h e  y e a r .

I am f fairly flexible through the

I am not really traveling for the

16

17

h o l i d a y s  o r  a n y t h i n g .

M R .  K I T C H I N : Me t o o .I

18 W e  c a n  g o  o f f  t h e  r e c o r d .

19

20

(The examinat ion under oath was recessed at

12:02 p.m.)

2 1

22

23

24

25

COASH & COASH, INC 1
www. coashandcoash . com
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Q.
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1 STATE OF ARIZONA
COUNTY OF IVIARICOPA

)
)

2

3

4

5

BE IT KNOWN that the foregoing proceedings were
taken before me; that the witness before testifying was
duly sworn by me to testify to the whole truth; that the
foregoing pages are a full, true, and accurate record of
the proceedings all done to the best of my skill and
ability; that the proceedings were taken down by me in
shorthand and thereafter reduced to print under my
direction.6

7

8
I CERTIFY that I am in no way related to any of

the parties hereto nor am I in any way interested in the
outcome hereof.

9

10
[ ] Review and signature was
[ ] Review and signature was waived.

requested.

[X] Review and signature was not required.
11

12
CERTIFY that I have complied with the ethical

forth in ACJA 7-206(F) (3) and ACJA 7-206
Dated at Phoenix, Arizona,

13

obligations set
(J) (1) (g) (1) and (2) .
this 30th day of November, 2015.

14 8%
15

16 Colette E. Ross
Certified Reporter

Arizona CR No. 5065817

18

19

I CERTIFY that Coach & Coach, Inc. , has complied
with the ethical obligations set forth in ACJA 7-206
(J) (1) (9) (1) through (6) .

20

21

22

23

24 - c-oAs?1 & k:oAsH,' INC...
Registered Reporting Firm

Arizona RRF No. Rl03625

COASH & COASH, INC .
www. coashandcoash. com

602-258-1440
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7
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8
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)

9

10
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12

13
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14

15
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December

Arizona
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17

18

19

20

21

COASH & COASH, INC.
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22

23

24
Prepared By:
Colette E. Ross, CR
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25
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1 EXAMINATION UNDER OATH OF LUCIO GEORGE MARTINEZ

2

3

4

was r e c o n v e n e d  o n  D e c e m b e r  9 , 2 0 1 5 , c o m m e n c i n g  a t 9 : 0 1

a.m. , a t t h e  A r i z o n a  C o r p o r a t i o n  C o m m i s s i o n , S e c u r i t i e s
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5 before COLETTE E. ROSS, Certified Reporter No. 50658 in

6 a n d  f o r  t h e  C o u n t y  o f  M a r i c o p a , S t a t e  o f  A r i z o n a .

7

8 APPEARANCES :

9
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10

11
Th i r d  F l o o r

12

Mr. Paul Kit chin
Enforcement Attorney
1300 West Washington Street,
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13

14

15
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16
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17
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18

AVi Belial,
Division
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19

20
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25
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1 LUCIO GEORGE MARTINEZ I

2

3

4

called as a witness herein, having been first duly sworn

by the Certified Reporter to speak the truth and nothing

but the truth, was further examined and testified as

5 follows :

6

7 EXAMINATION CONTINUED

8 BY MR. KITCHIN:

9

10

Q. This is part of an inquiry by the Securities

Division of the Arizona Corporation Commission in the

11 matter of Shadow Beverages and Snacks, LLC and Lucio

12

13

14

George Martinez to determine if there has been full

compliance with the Securities Act of the State of

Arizona.

15

The information obtained today may reveal

violations of statutes outside the Securities Act .

16

17

Mr. Martinez, you have the right to refuse to

answer any questions if you think the answer may tend to

18 incriminate you.

19

20 you .

21

22

23

You have the right to refuse to produce

any private papers which you feel may tend to incriminate

You do not have the right to refuse to produce

corporate papers based on any claim of self-incrimination.

Do you understand that you have the right to be

represented by counsel?

A .24 I do.

25 Q Would you like to go forward without an attorney?

COASH & COASH, INC n
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1 I do.

I

3

4

Q. If at; any time you feel you need legal counsel

tell me immediately and we will stop the proceeding to

allow you to obtain counsel .

5 A . Okay .

6 Q.

7 direction.

8

9

10

11

12

13

The reporter will go off the report at my

If you would like to go off the record, tell

me and I will try to accommodate you.

Since your testimony is being recorded by a

reporter, please respond verbally as opposed to nodding or

shaking your head. Also please let me finish asking a

question before you answer so there will not be two people

If you don't hear a question or don't

14

15

16

17

18

speaking at once.

understand the question, say so and the reporter will

repeat it or I will explain the question further.

And you are under oath so any f else statements

you make may be criminally prosecuted as perjury.

Do you understand what I have explained to you so

19 f at?

20 I do.

21

22

23

24

Q. Are you taking any medication or do you have any

physical problem that would prevent you from hearing or

understanding my questions?

I am not.

25 MR. KITCHIN: Can we go off the record for a

2

A.

A.

cAsH & COASH, INC I
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1 moment

(An off-the-record discussion ensued.)

MR. KITCHIN Let's go on the record

4 BY M R .  K I T C H I N

Has Mix 1 Life ever traded on any public stock

6

Q

exchange

I  w o u l d  b e l i e v e  s o

8

T h e y  a r e  a  p u b l i c l y  t r a d e d

c o m p a n y  s o  y o u  c a n  s e e  t h e  s t o c k  t r a d e d  d a i l y  a n d  t h e

a m o u n t  o f  s h a r e s9 So the answer would be yes

10 Q

12 t h a t  b o a r d .

13

Do you happen to know what exchange they are on

Yeah, just the OTB, over the counter, kind of on

The symbol, trading symbol is IVIIXX

What is Sam Jones' contact information?

1 4 What is his contact information? I could send

15 you his cell phone number and home address

1 6 Okay

if needed, yeah

Do you know his wife's full name

Andrea Frowning

Did Mr. Jones ever stop serving on the Shadow

21 board managers

22

When was that?

And I would have

25

It would have been early 2014

to go back and look at the calendar

COASH & COASH. INC
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Sam and Andrea live in Newton. Connecticut

2

3

A n d  t h e y  h a d  a  c o u p l e  c h i l d r e n  i n  t h e  s c h o o l s  w h e n  t h a t

t r a g e d y  h a p p e n e d .

that were traveling.

5

They were both business professionals

They were both out of the city

Sam was actually here in Arizona working on

6

traveling

Shadow business when that occurred.

8

9

A n d  t h e y  h a d

t r o u b l e  g e t t i n g  t h e  k i d s  o u t  o f  t h e  s c h o o l , t h o u g h

n o t h i n g  h a p p e n e d  t o  t h e i r  k i d s . A n d  S a m  t o o k  t h r e e  t o

f o u r  m o n t h s  o f f  o f  t e e  t h a t  t o  d e a l  w i t h ,  y o u  k n o w

10 f u n e r a l s  o f  f r i e n d s  t h a t  h a v e  l o s t ;  k i d s ,  a n d  t h e n  a f t e r

12

13

that just wasn't ready to continue the travel and the

work at Shadow, and he resigned his position

Do you know how long after the tragedy he

1 4

Q

resigned?

15 I t  i s  g o i n g  t o  b e  s o m e w h e r e  s i x  t o  t e n  m o n t h s

I  w o u l d  h a v e  t o  g o  b a c k  a n d  l o o k  a t  t h e  r e c o r d s I t was

18

a little bit of a slow process We gave him some time

to kind of deal with the personal situation and then

19

20

21

22

23

tried to get him back engaged into his portion of the

business, which was kind of running the formula and

handling suppliers and those kind of things, and then

opted not to come back and become a stay-at-home dad, as

his wife works for Hubbell corporation and is a senior

24 vice president of human resources S o  s h e  s t a y e d  t h e r e

25 Turning back to Shadow's promissory notes, for
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1

2

3

any of the Shadow promissory notes, did anyone at Shadow

ever specifically ask any of the note purchasers whether

they were buying the notes for their own account as

4

5

opposed to on someone else's behalf?

A. Not: that: I recall . I would not have an example

6 of when that might have happened.

7

8

9

10

11

Q. And for any Shadow note purchasers, whoever

received LLC units or warrants to buy the LLC units, were

they ever specifically asked if they had any intention of

reselling those units?

Not that I recall. It was never done for

12

13

14

reselling those units in an LLC, because the operating

agreement has some specific language around how the

units can be transferred. And I don't believe that

15

16

17

18

discussion ever happened. But everybody had an, if you

were an equity holder and bought membership shares, you

had an operating agreement that outlined transfers of

shares and who had the first right to bid on them or

19 sell them.

20

21

Next I am going to hand you what has been marked

as Exhibit 54, Bates No. SHADOW 6579. What is this?

22 It was a term loan made to Shadow from Bradly

23

24

Fagan •

Q • And on the second page, is that your signature?

25 A .

cAsH & COASH, INC 1
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1 Q. Who communicated with Mr. Fagan about making this

2 note?

3 It would have been myself .

4 Q. Anyone else?

Yeah.5 A . I think there were a couple different

6

7

individuals in the office, maybe Richard Amrozowicz and

When we had anybody coming

8

potentially Rick Peterson.

in that wanted to know about the company,

9

10

11

we brought the

company executives in to talk about the company and what

the plans were.

Q. What Shadow documents were sent to Mr. Fagan

12 before the note was made?

13 I don't; believe anything was sent; to Brad. He

14 came in and we presented our executive summary and the

15 company strategy, what we were trying to accomplish,

which was similar documents or the same documents that16

17

18

got updated that you have record of that we referred to

as the executive summary.

19 Q. Before this note was made I was Mr.

20

Fagan told

about any Shadow def adults on previous notes or loans?

Not that I recall that discussion.21 A .

22 Before the note was made, was Mr. Fagan told

23 about the loss of the GNC marketing funding?

At this time frame in 201424 A. I would believe so. I

25 we knew we were already out of GNC . So yes, he would

COASH & COASH, INC.
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1 have been notified that GNC was not in the plan moving

2 forward Q

3 Q. Next I am going to hand you what has been marked

4 as Exhibit 55. What is this?

5 I t i s Bates No. ACC 464.

6 We worked with GNC since

7

8 We had another

9

Oh, I am sorry.

This is a judgment.

2013 on kind of coming to an agreement on the resolution

of our licensing agreement with them.

two years where there was an amount owed to them that

10 was a guaranteed.

11

12 We did

13

And, again, when they cancelled the

agreement, the guaranty kind of came off .

They filed against us in Pennsylvania.

not have an attorney in Pennsylvania to defend it . W e

14 went t o

15

worked with their counsel specifically on

And that settlement

16

negotiating a settlement.

included -- we had specific bottle molds that said GNC

17 on it. They were assets of the company that we were

18

19

20

21

trying to get them to settle the agreement for.

At one point in time I think there was some

records and e-mails that they agreed to settle for

$200,000, which was kind of really the amount owed, not

22

23

necessarily for the life of the agreement but for

product that we actually had sold.

24

And we were working

And they filed

25

on the settlement agreement with them.

and were awarded this judgment for the full note. Even

COASH & COASH, INC .
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1

2

3

4

as late as June of this year we had discussions with

their legal folks on settling for $200,000, which was

kind of the proper amount .

Has that judgment been paid yet?

5 None .

6 Q.

7

8

And this par titular document wasn't provided by

the company itself, but does this appear to be consistent

with the judgment document in that case?

Yeah.9 A . Yeah, I would believe so.

10 Q.

11

Next I am going to hand you what has been marked

as Exhibit 56, a promissory note to Jimmy Stephenson,

Bates No. SHADOW 7258. What is this?12

13

14 i nStephenson was I

15

16

17

18

It was another term loan from a -- Jimmy

I guess, a spokesperson, if you will

those terms, for Shadow. Over the past four or five

years he was, he is, I say race car driver, he is a --

if you know the LOORS off-road racing circuit, Jimmy has

a truck. He was branded No Fear for the last three or

19 four years.

20

21

22

23

24

He was paid a specific amount for that

sponsorship, marketing and spokesmanship purposes.

He quit driving about a year and a half ago so

he is no longer in that sport, and was, again, a partner

of Shadow at one point in time. And as we were looking

for finance or some funds to get, I believe at this time

25 frame this was kind of the same time we were looking at
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1

2

production dollars, Jimmy made a loan to the company for

$30,000.

3 Q. The note mentions a maturity date of April 13th,

4 2014 •
5

Has this note been paid yet?

This has not been paid.

6 And on the second page, t:l'1at's your signature,

7 correct?

8

9 Q Who communicated with Mr. Stephenson about making

10 the note?

11

12

13

It; would have been myself, and probably more

likely that I don't: recall the discussion with Jimmy in

Sam was closer to Jimmy

14

15

our conference room, Sam Jones.

and managed the marketing side when Jimmy was a sponsor

for Shadow.

16 Q What: Shadow documents were provided to

17 Mr. Stzephensen before this note was made?

18 It would have been our executive summary, same

19 documents 1

20

21

22

Q- Was Mr. Stephensen told about any previous

judgments or judgments against Shadow before this note was

made?

23 A .

24

Not: that I recall any specific discussion.

Jimmy did know about GNC and where we were with GNC

25 because he was ..- at one time we thought about
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1

2

converting his truck over to a GNC sponsorship, and he

knew that that deal did not work anymore or was, was

3 closed.

4

5

6

Q. Did he know about the judgment that was,

specifically about the judgment that's at Exhibit 55

before the note was made?

7 A . Not that I recall if he knew specifically about

I don't recall that .8

9

10

11

12 Q.

13

14

the judgment or not.

Q. Was Mr. Stephenson told about any previous Shadow

def adults on any notes or loans before this note was made?

Not that I recall that discussion specifically.

Next I am going to hand you what has been marked

as Exhibit 57, a promissory note to Jason and Robbyn

Salganick, Bates No. SHADOW 7179.

A. This would have been a term loan.

What is this?

15

16 I don't know. I have never met Jason, but they

17

18

were, Jason and Robbyn are neighbors -- I did meet:

Robbyn one time. She came to the office t:o see -- pick

19

20

21

22

23 I

24

up some product samples . But Jason and Robbyn were

neighbors to Rick Peterson, who, as we have already

recorded, that Rick during this time frame was working

with the company on helping finding capital resources.

So they are neighbors of Rick's, or were neighbors.

don't know if they are today or not.

25 The note mentions a maturity date of July 15 I

A .

Q.
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1 2014 1 But has this note ever been paid?

2

3 Q.

This has not been paid.

And is that your signature at the second page?

4 A . Correct

5

6

Q. Did anyone other than Mr. Peterson communicate

with the Salganicks before this note was made?

7 A . No, none.

8

9

Q. Was there any, did the company have any problem

with Rick Peterson finding neighbors to be lenders?

10 A . No .

11 part of his network.

12 never met either one of them.

13

I mean they were, they were, you know, just

I don't know if -- again, I had

It was all handled by

Rick Peterson, other than Robbyn I did meet when she

14 came into the office.

15

16

17

What Shadow documents were provided to the

Salganicks before this note was made?

A. would have been our executive summary that

18

19

Rick Peterson took them through, showed them where our

company was at and what the strategy was with the

20

21

22

company and what we were trying to accomplish.

Q. Were the Salganicks told about any previous

Shadow def adults on any notes or loans before this note to

23 them was made?

24 A . Not that I am aware of.

25 Q Were the Salganicks told about any judgments
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1 against Shadow before this note was made?

2 A . Not; that I am aware of .

3

4

Were they told about any personal guaranties that

you or Mr. Jones hadn't paid on in the past before this

5 note was made?

6 Not that I am aware of .

7 Q.

8

Were the Salganicks told about the loss of the

GNC marketing funding before this note was made?

9 A. Yes. They would have known that the GNC product

10 That was part of the

11

was no longer being pursued.

executive summary at that time.

12 Q.

13

1 4

Next I am going to hand you what has been marked

as Exhibit 58, a personal guaranty, Bates no. SHADOW 7182 .

Was this guaranty made in connection with the note that i s

Exhibit 57?15

16 Yeah .

17 Robbyn. I don't; know which one .

18

19

This document came directly from Jason or

But once they had

made, agreed to make the term loan through part of their

legal counsel, they sent this to us and said we needed

20 to execute this document to them as well for the

21 funding .

22

And we agreed to.

Were the Salganicks given a copy of your personal

financial statement before the note was made?23

24 Not that I am aware o f  o r  no t  d i re c t l y  by  me ,

25 but potentially through Rick Peterson.
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1 Q Did Mr. Peterson already have a copy of that

2 personal financial statement?

3 Yes he did.I

4 Was he authorized to share it with people?

5 Yes, he was.

6

7

8

Next I am going to hand you what has been marked

as Exhibit 59, a promissory note to Richard Peterson,

Bates No. ACC 8782 I Do you know what this is?

9 A . Yep .

10

11

It; was in this same time frame, early

first quarter 2014, where we were looking for production

And Rick had sold a house in Dallas .funding .

12

Again,

on record last time, we spoke about Rick's situation

13 And he

14

moving from Dallas to Phoenix for f Emily issues .

had sold a house and had some funds that he was willing

15 to put into this program, this, as a term loan to the

16

17

company.

Q. Has this note been paid yet?

18 It has not.

19 Q

20

21

22

And in the third paragraph it mentions residual

payment of 50 cents per case for sales of No Fear Energy

drink capped at $12,500. Was that residual payment a form

of interest for the note?

23 Yes, it was.

24

25 It is similar to the same way that Pepsi

A.

A.

A .

A.

A.
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1 bottlers -- or in this industry folks look at, you know,

2

3

4

a different way to get a return on their dollars, doing

it on a per case basis as we saw in a couple other

documents.

5 Q. On the second page, is that your signature?

6 Yes it is.I

7 Q.

8 consistent

9

And this document wash' t provided by the company

itself, but do you know if this appears to be

with the note that Rick Peterson had?

10 Uh-huh.

Q. Is that a yes?

12 Yes.

13 Okay. Who communicated with Mr. Peterson about:

14

15

Q.

making this note?

I did.

16

17

As he was working through, you know,

finding the funding, he brought this to me as an option

because he had just sold a house in Dallas, that he had

18 So it was me that he came to .

19

an option to participate .

Q. Did anyone else speak with him about making the

20 note?

21 NO a It was just me.

22 Q. Was Mr. Peterson told about any previous def adults

23 on Shadow notes or loans before this note was made?

24 I don't recall specifically a discussion but:

25 Rick had all the information on the companies . S o I

A.

A.

COASH & COASH, INC |
www. coashandcoash. com

A.

A.

A.

A.
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1

2 H e was

3

would be certain he was aware of, you know, the

liabilities, past judgments, the GNC contract.

very involved in the business so he knew exactly what

4

5

was going on.

Q. Do you know if he was aware of the GNC judgment

6

7

we saw a few exhibits ago?

Yes .A . Was h e aware?

8 Was Mr. Peterson aware of any past personal

9 Jones had not paid on before

10

guaranties that you or Mr.

this note was made?

11 A .

12

I would say yes, because most of those were Rick

kind of helped bring those to the table. So yes, he was

13 aware •

14 Q

15

16 No. ACC 8787.

17 A.

18 And a s Dave

19

20 Looks like it was retyped.

Next I am going to hand you what has been marked

as Exhibit 60, a personal guaranty to Rick Peterson, Bates

Do you know what this is?

It looks to be a copy of what his neighbors

brought to him, brought to them, to us.

felt this was important, he brought the same document.

But it is the same document

21

22

23

24

that whatever legal counsel for Robbyn and Jason

brought, he wanted the same thing signed.

Q. Was this guaranty made in connection with the

note to Peterson, Exhibit 59?

25 A . This was.

COASH Sc COASH, INC ,
www.coashandcoash.com

Q.
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1 I

2

Q- And this wasn't provided by the company itself

but does this appear to be consistent with the guaranty

3 document that Mr. Peterson had?

4 A . Yeah. I believe it is identical to Exhibit 58

5 that we just looked at .

Next --6 Q.

7 A .

8

9

10 No. SHADOW 6710.

Next I am going to hand you what has been marked

as Exhibit 61, a promissory note to Reed I-Iatkoff, Bates

Do you know what this is?

11 A . Again, I have never met Reed.

12

13

Yep, a term note.

This was a Rick Peterson contact that he brought to the

Rick spoke to Reed and presented the shadow

business to Reed.

table .

14

15

16 A.

17 Q.

18

19

20

21

Has this note been paid yet?

A portion of it has been paid.

How much has been paid so f at?

I would have to go look through the records but

I believe it is right at 60- to 65,000 have been paid.

Approximately when was that paid?

It would have been paid early 2014. Well, no, I

22 am sorry.

23

24

25

Early 2015, when we first collected a portion of

our Mix 1 collectibles, we paid those dollars. If you

go back to the transaction agreement with Mix 1, they

cAsH & COASH, INC n
www. coashandcoash . com
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1

2

were to pay $1.5 million in cash against No Fear

And this was a No Fear payable . T h e s e

3

4

parables .

dollars were used for production as paying _._ most of

these other ones that we reviewed were also No Fear

5

6

production parables dollars that we borrowed to pay, or

to execute production.

7

8

And when we got our first

payment, we paid a portion. We paid this one and maybe

a labeling company, and we started to pay those notes

9 down .

10 Q.

11

Do you know approximately how many payments that

amount was paid in?

12 Just one. We made one wire transfer from our

13

14

15

attorney, who was negotiating the kind of settlement

agreements with everybody as we were bringing the money

in from Mix 1.

16

17

18

19 Mix 1 wasn't until 2015 .

Q. I think you mentioned earlier that the payment

would have been made in early 2014. Did you mean 2015?

Yeah, I mean '15, yes, because the deal with

So thanks for correcting me

20 there .

21 Q

22

23

24

No problem.

Under Article 1, paragraph (d) , labeled Security

Instruments, there is a mention of a security agreement .

Do you know what that collateral for that security

25 agreement was?

COASH & COASH, INC.
www.coashandcoash.com

602-258-1440
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1 A. Yeah . It was under kind of three buckets whichI

2 was a total to be secured under AR inventory and assets .

3

4 A.

5

6

And AR inventory --

Assets being the licensing agreements, both

tangible and intangible assets.

Q. And the AR refers to accounts receivable?

7 Uh-huh •

8 I am sorry. That's a yes?

9 A. Sorry about that.

Under Article 2 there is mention of a calculation

Yes.

10 Q.

11

12

13

for royalty payments. Is that a type of interest for the

note, similar to the Peterson note that you described?

yes, on a per case basis, correct .A .

14 Q. On page 5,

It is.

is that your signature?

15 A.

16 And is that Sam Jones' signature below it?

17 A.

18

19

20 And, again, I

I want to believe it21

22 So this

23

24

Why would he sign as a former manager?

This was, you know, early '14, which was that

time that he was taking some time off.

don' t remember the Newton thing.

was June of ' 13 when the shooting occurred.

was, you know, eight to ten months and Sam was trying to

decide exactly what he was going to be doing.

So he was still --25 Q.

COASH & COASH, INC Q
www. coashandcoash. com

602-258-1440
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1 A .

2

And I think Reed had already been presented as

And then we made the

3

4

5

Sam had been, was a manager.

decision that he was going to not participate as a

manager for the reasons discussed. But Reed still

wanted him to be a part of it because that's what he saw

6

7

in the original presentation.

Who communicated with Mr. Hatkoff about making

8

Q.

this note?

9 That would be all Rick Peterson.

10 Q No one else?

11 I have never met Reed.

12

13

What Shadow documents were provided to

Mr. Hatkoff before this note was made?

14 The executive summary.

15

16 A .

Anything else?

Huh-uh.

17 Was, before the note was made, was Mr. Hatkoff

18

Q.

told about any previous Shadow def adults on any notes or

19 loans?

20 A . Not that I am aware.

21 Before the note was made, was Mr. Hatkoff told

22

23

about any judgments against Shadow?

Not that I am aware of .A .

24

25

But, and just to

clarify, you are asking me the questions that were they

told, which I take that as you are asking me if I have

COASH & COASH, INC •
www. coashandcoash. com
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A.
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1

2

3

4

5

6

7

8

told them or anybody from Shadow told them specifically.

As anything else, most of these investors did

their own form of whatever you might -- how deep they

went of due diligence. Now, there were a couple times

where they would come back and say, hey, we found this.

Because it was public record; it was nothing that nobody

was hiding. So anybody that was going to make a loan or

participate in our program or understand Shadow would do

9 some level of their own due diligence process And we

10 did have a couple times where somebody came back, said

11

12

13

explain this. Brent Tun fell, as an example, the

judgment that was against us that we paid, we explained

what happened and how that worked. Somebody might have

14 come to us and said could you explain GNC, and we would

15 explain GNC.

16 When you are

17

18

19

20

21

22 They would

23

So I am answering your question.

asking did we specifically, that's to say I did not

specifically mention it to them, but I know we answered

a lot of questions when people would come back with due

diligence questions, which is only responsible of them

in making any kind of, you know, loan or investment

opportunity, if that's how they viewed it.

conduct, again, whatever level of due diligence, but

24

25

most of it on, as all of that that: we are referring to,

public record that they could f fairly easily access and

COASH & COASI-I, INC •
www. coashandcoash. com
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1 seen those documents.

2

3

Just: to c lar i fy,  going forward what I am talking

about, were they told so and so, what I mean is: Did

4

5

6

7

anyone at Shadow that you know of tell them either on your

own initiative or in response to a question from them?

I mean we, again, we responded to anybody that

came to us with, hey, this is what we saw or what we

8 f fund . We did not present that in any of our executive

9 summary information.

10 Before the note was made, was Mr. Hatkoff told

11

12

about any existing securi ty interests on any Shadow

Beverages assets?

1 3 Yeah . He would have also looked at the UCC

1 4

15

16

1 7

filings and seen who and what amount and, you know, how

that measured up against our balance sheet from AR to

inventory to, you know, assets.

Do you know if anyone at Shadow told them about

18

19

any ex i s t i ng secur i ty  i nteres ts apart from what he may

have found on his own?

20 Not: that: I recall .

2 1 Before the note was made, was Mr. I-Iatkoff told by

22

23

anyone at Shadow about the loss of the GNC marketing

funding?

24 A. Not: that I recall since I did not speak to him

25 spec i f ica l ly . My assumption would be he saw that in the

A.

A.

A.

COASH & COASH, INC.
www.coashandcoash.com

Q.

Q.
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1 executive summary GNC was already moving on t;o a

2 different stage.

3 Oh, at: what point did the marketing summary start

4

5

Q.

reflecting that?

It would have been in late 2013 when we hadA.

6

7

already stopped our deal with those guys .

And how did the executive summary describe thatQ.

8

9

change?

A •

10

11 But i t

12

13

14 Q

15

16

It referred to it as, the GNC product, as an

example of our strategy and skill sets of being able to

take a brand and bring it into a new category.

had nothing to do with the forecast of where the volume

was coming from and where distribution was.

Next I am going to hand you what has been marked

as Exhibit 62, a security agreement with Reed Hatkoff,

Do you know what this is?Bates No. ACC 8984 .

17 Yep, a security agreement assignment of

18 interest.

19 Q. Was this made in connection with the Reed Hatkoff

20 note at Exhibit 61?

21 A. Uh-huh, and it identifies here what I have

22 referred to as AR and inventory as part of security.

23 And

24 A.

25

Yep, for his filing of a UCC, correct.

And on page 7, is this your signature and

A.

COASH & COASH, INC .
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1

2

Mr. Jones' signatures?

It is, correct, they are.A .

3 Q.

4

5

And this document wash' t produced by Shadow, but

does this appear to be consistent with the security

agreement that Shadow had with Mr. Hatkoff?

6 A . Yes.

7 Next I am going to hand you what has been marked

8 as Exhibit 63 I

9 Services, Incorporated, Bates No.

a promissory note to Legacy Insurance

Shadow 7502. Do you

10 know what this is?

11 Yeah . This is another term loan from a cousin

12 of mine in Omaha, so Rick Peterson, which his company is

13

14

Legacy insurance companies.

Q. You mean Rick Andersen?

15 Rick Andersen. Did I say Peterson?

16 Q. Yes .

17 I meant Andersen.

18 Q. Has this note been paid yet?

19 N o i t has not .I

20 And last time I think we saw a previous note to

21

Q .

Rick Andersen .

22 For the same amount 250 .I

23

24

25

Q. why would he have been paid for another note with

Shadow if he hadn't been paid on the first note yet?

Why would we make another term note when hisA.

A .

A .

A.

A.

A.

COASH & COASH, INC .
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1 first one wasn't?

2

3

I would say, you know, Rick was kind

of a believer in what we were doing, in our strategy and

the outcome and had some excess funds that he wasI

4 dealing with out of his insurance business and was

5

6

7

8 And that' s why he made

9

looking for a place. Specifically we had this

discussion. He was putting a lot of capital into gold,

buying gold, and was looking to diverse himself a little

b i t , higher risk, higher return.

this investment in Shadow twice .

10 And is the signature on the second page yours?

11 A. Correct.

12 Who communicated with Rick Andersen about making

13

Q.

this note?

1 4 A. I t would have been me .

15

16

And anyone else?

I don't believe so. Rick had never been to our

17 office . We discussed this at a f Emily function in Omaha

18 And we did

19

and he called and agreed to par ticipate .

documents over e-mail and f axing.

20 Q.

21

What Shadow documents were provided to

Mr. Andersen before this note was made?

22 The executive summary.

23 Q. Any others?

24 No .

25 Q. Before the note was made, was Mr. Andersen told

A.

A.

A.

COASH & COASH, INC »
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1

2

about any previous Shadow def adults on notes or loans other

than on his own previous note?

3

4

Specifically not that I am aware of.

Before the note was made, was Mr. Andersen told

5

6

about any judgments against Shadow?

Not that I am aware of .

7 Q.

8

Next: I am going to hand you what has been marked

as Exhibit 64, a Utah legal notice, Bates No. ACC 618 . D o

9 you know what this is?

10 Yeah .

11

12

That was a, this was an investment made

by myself and a couple other investors into Shadow that

invested into a company called Green tech. I think we

13 spoke about this on record last time .

14 And

15

16

17

Greentech Mining is a surface mine in Utah.

we invested some capital to go do the initial testing

and digging of what gold was actually there on in the

surf ace mine. And we did ' t have enough funds to keep a

18

19

20

21

22

real mining operation running, so we started to look at

selling the investment, or, as they say in this term,

kind of selling the paper of the mineral rights of gold.

And the operation itself was closed and was seized by

the sheriff under this document here for public notice

23 of sale.

24 Q. When did you become aware of this public notice?

25 I, you know, at an arm' s length but not

COASH & COASH, INC e

www.coashandcoash.com
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1

2

3

following this investment, was aware, you know, probably

late April that this was going on.

And it is late April of 2014?Q.

4

5 Q

6

7

8

9

10

11

Uh-huh, correct.

Was, of tar this notice, was there still any

expectation that Greentech would be able to invest in

Shadow Beverages?

Absolutely. After they sold, or this happened,

the sale of all the assets, you know, the asset that

Greentech had was the mineral rights, which were the

And that asset they wererights to go surf ace mine .

12

13

14

15

16

17

18

continuing to look at a sale of, or to, in the world of

financing, they were looking at, you know, kind of

collateralizing that unmaned gold into a different note.

And they still had a couple different options, which is

documented on numerous hedge funds and folks they were

working with on bringing funding into Green tech, which

with Shadow to produce somehad an alliance I again,

19 funding .

20

21

22

Next I am going to hand you what has been marked

as Exhibit 65, a promissory note to Raven steed

Enterprises, LLC, Bates No. SHADOW 6891. What is this?

23 A. This is a term loan with a, kind of a business

24 I think we reviewed her note last time I

25

partner .

Catherine and Don Johnson . Leven is the last name . And

COASH & COASH, INC e
WWW . coashandcoash o com
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1 this comes from their f Emily money.

2

3

4

to $100,000.

f ash ions .

S o  t h e y  m a d e  t h e i n v e s t m e n t , t r y i n g  t o  t o t a l  u p

A n d  t h e y  d i d  i t i n  a  c o u p l e  d i f f e r e n t

S o  y o u  w o u l d  s e e  a  c o u p l e  n o t e s  a t  2 5  a n d

5 then this one at 50.

6

7

8

9

But, again, Catherine had been working with

Shadow for three or four years, helping us look at

distribution in India on a couple brands and finding

some other distributors, so intimately involved in the

10

11

business for a few years.

Has this note been paid yet?

12 N o it has not .I

13 Q

14 Does shares in this

15

The sixth paragraph mentioned warrants for 24,000

shares at a price of $4.20 per share .

context refer to units in Shadow Beverages and Snacks,

16 LLC?

17 A . Yes it does.I

18 Q. And is that your signature on the second page?

19 A . Yes it is.I

20 W h o  c o m m u n i c a t e d  w i t h  e i t h e r  C a t h e r i n e  L e v e n  o r

21

22

23

Don Johnson about making this note?

It would have been both myself and Rick

Catherine and -- we will probably reviewPeterson •

24 Catherine and Daryl

25

another document by Daryl DeMillo.

Demillo are partners at Market India, a company that

A .

C O A S H  &  c A s H , INC .
www. coashandcoash. com
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1

2 also, distributors here.

t h e y  h a v e  t h a t  l o o k s  a t  p r o d u c t s  g o i n g  t o  I n d i a a n d ,

D a r y l  a n d  C a t h e r i n e  w e r e

3 A n d ,

4

5

brought to Shadow by Rick Peterson originally.

again, if you refer back to what Rick has communicated

on commissions due, these are some of the notes that he

6 T h e s e  w e r e  h i s  c o n t a c t s .

7 Q

8

is referring to.

What Shadow documents were provided to Catherine

Leven or Don Johnson before this note was made?

9 A . A n d ,

10

11

12

13

It would have been the executive summary.

again, over the course of the couple years that they

were involved with the company, they had probably seen

two or three different renditions of brands coming and

going and different brands that we were looking at and

1 4

15 W e r e  e i t h e r  M s .  L e v e n  o r  M r .  J o h n s o n  a w a r e  o f  a n y

16

17 A .

18

companies we were working with.

Q.

previous Shadow def adults on past notes or loans?

Specifically not that I am aware of.

Do you know if anyone at Shadow told them aboutQ.

19 t h o s e ?

20

21

22

23

Not specifically that I am aware of .

Q. Did anyone at Shadow tell them about any

judgments against Shadow before the note was made?

A. Not that I am aware of in full detail, no.

24 Q. Did anyone at: Shadow tell them about any personal

25 guaranties that you or Mr. J o n e s  h a d  n o t ;  p a i d  o n  i n  t h e

A .

COASH & COASH, INC •
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1 past?

2

3 Q

Not that I am aware of specifically.

You mentioned Darren DeMillo.

4 A .

5 Did he also make a loan to Shadow

6

Daryl.

Daryl Demillo.

Beverages similar to Catherine Leven?

7 Uh-huh .

8 Q Do you know if it was also documented with a

9

10 A .

11

promissory note?

I would imagine they were the same, yes.

What was the amount of his loan?Q.

12 A . I believe there was a couple different loans .

13

14

15

know one was he had sold some property in India and we

waited on a couple different times as he brought the

somewhere in thefunds over. But a couple different

16 total of 125 or so.

17 Q

18

19

Do you know when those loans were made

approximately?

A. In this same first, early second quarter of

20 2013 u

21 Q. Did Mr. DeIvIillo have any management roles in

22

23

Shadow Beverages?

Not at all.

24 Q.

25

And did he also, was he also to receive an

interest payment for his loan?

A.

A.

COASH & COASH, INC.
www. coashandcoash. com
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1 Yes .

2

3

Next I am going to hand you what; has been marked

as Exhibit 66, a personal guaranty -- actually, let me

4 skip that for a moment .

A .5 This is identical to the document you just

6 reviewed.

7

8

9

Q. Let me also hand you what has been marked as

Exhibit 67, 67 being a promissory note, Bates No.

What is Exhibit 67?SHADOW 7089 |

10 So

11

This was the second note by Rick Peterson.

you see there are two notes documented, one on

12 February and then another one in June, from Rick

13 Peterson, one for 5 7 and one for 100.

14

15 A .

16 Q.

Has this note been paid yet?

No, they have not been paid.

Is this signature on the second page yours?

17

18 Q.

19

20

And Exhibit 66, which is a personal guaranty,

Bates No. 7091, was the guaranty in Exhibit 66 made in

connection with the note in Exhibit 67?

21 67, yes, it was.

22

23

24

Q. And on the second page of Exhibit 66, the date at

the bottom, is that supposed to read 6/14/2014?

If I recall to the best ofA . I believe it was. I

25 m y memory, is Rick came back and said, you know, what I

A.

A.

A.

A.

COASH & COASH, INC »
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1

2

never did get from you was the promissory note, the

personal guaranty that goes with the promissory note.

So for whatever reason that document was not attached.3

4 So we executed the document on 11/14 .

5 Q So this is November 14 2014?I

6 Yep.

7

8 A .

Next: I am going to hand you .--

But that doesn't make sense, does it?

9 b e 11.

10 Q

11 A.

why is that?

Yeah, it can. Yeah, it can. Never mind .

12 Q. Next -- I am sorry. Go ahead.

13

14 Q.

15

That is 11, yeah. That was my bad penmanship.

Next I am going to hand you what is marked as

Exhibit 68, a promissory note to Michael Crane, Bates No.

What is this?16 SHADOW 6427 I

17 A. Another term loan. And Michael Crane I don'tl

18 He is a contact of

19

really know who this -- who he is.

Rick Peterson's. So this was during the same time frame

20 And Rick

21 And I have

22

that we were looking for production capital.

brought one of his contacts in, Michael.

never met Michael, or I don't believe I ever spoke to

23

24

Michael personally.

Has this note been paid yet?

25 A. It has not.

A.

A.

Q.

COASH Sc COASH, INC I
www. coashandcoash. com

Q.

602-258-1440
Phoenix, AZ
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1 Are

2

The sixth paragraph refers to warrants.

those warrants for units of Shadow Beverages and Snacks
I

3 LLC?

4 A. Correct, correct.

5 Is the signature on the second page yours?

6 A. Correct .

7

8

Q. Did anyone other than Mr. Peterson communicate

with Mr. Crane about making this note?

9 A . Not that I am aware of . It; would have only been

10 Rick .

11 What Shadow documents were provided to Mr. Crane

12 before making this note?

13 A. The

14 Executive summary?

15 Executive summary, correct.

16

17 A.

Anything else?

No not that I am aware of.I

18

19

Q. Before the note was made, did anyone at Shadow

tell Mr. Crane about any previous Shadow def adults on notes

20 or loans?

21 Not that I am aware .

22

23

Q. Before the note was made, did anyone at: Shadow

tell Mr. Crane about any judgments against Shadow?

24 A. Not that I am aware of .

25 Q. And before the note was made, did anyone at;

COASH & COASH, INC I
www.coashandcoash.eom

602-258-144.0
Phoenix, AZ
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1

2

Shadow tell Mr. Crane about any personal guaranties that

you or Mr. Jones had not paid on in the past?

3 Not that I am aware of .

4

5

6 No. ACC 85.

7 Yes.

8

9

10

Next I am going to hand you what has been marked

as Exhibit 69, a personal guaranty to Mr. Crane, Bates

Do you know what this is?

This would go with Exhibit 68.

And if you can review for a moment , this document

wash' t provided by the company, but does this appear to be

consistent with the personal guaranty that Mr. Crane had?

11 Uh-huh.

12 Is that a yes?

13

Q.

A. Yes.

14 Q

15

16 Moore Bates No. SHADOW 694.2 .

All right . Next I am going to hand you what has

been marked as Exhibit 70, a promissory note to Kurt

What is this?I

17 Kurt Moore is another investor that I do not

18 know . This was another one of Rick Peterson's. S o I

19 have never spoken to Kurt Moore. I don't know who he

20 It was part of Rick's network. Between Kurt and

21

22

23

24

Michael Crane, Robbyn and Jason and Reed Hatkoff were

all folks that Rick presented the company to and

presented our executive summary and brought them to the

table.

25 Has this note been paid yet?

cAsH & COASH, INC.
www. coashandcoash. com

Q.

A.

A.

A.

Q.

A.

Q.
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1 A . It has not.

2 Q. In the sixth paragraph, the warrants referred to

3 there, are those again warrants for Shadow units?

4 Correct |

5 Q. And is that your signature on the second page?

6 A . Correct.

7 Q. Did anyone other Mr. Peterson communicate with

8

9 A. I know I did not.

10

Mr. Moore about making this note?

No, not that I am aware of .

What documents were provided to Mr. Moore before

11

Q.

this note was made Shadow documents?I

12 A . The executive summary, which was the document

13 Rick was presenting t;o everyone .

And that's all?14 Q.

15 A . Uh-huh.

16 Q Was, before the note was made, was Mr. Moore told

17 about any previous Shadow def adults on any notes or loans?

Not that I am aware of .18

19 Before it was made, was he told about any

20

Q.

judgments against Shadow?

A.21 Not that I am aware of .

22 And before it was made, was Mr. Moore told about

23 Jones had not paid

24

any personal guaranties that you or Mr.

on in the past?

25 A. Not being a part of the conversation, I am not

A.

A.

COASH & COASH, INC•
www.coashandcoash . com

Q.

602-258-1440
Phoenix, AZ
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1 aware of any.

2 Q.

3

4 No. SHADOW 6944

Next I am going to hand you what has been marked

as Exhibit 71, a personal guaranty with Kurt Moore, Bates

What is this?

5

6

7

This would go with the Exhibit 70, the

promissory note to Kurt Moore.

And is this your signature on the second page?Q.

8 Correct

9 Next I am going to hand you what has been marked

10

11

as Exhibit 72, a promissory note to Viole Property

Investments, LLC, Bates No. SHADOW 7939. What is this?

12

13

14 members »

15

16

A promissory note from Tim Viole out of

California that was brought to us by one of the board

Viole Property Investments is a construction

company in California.

Q. Who was it that brought Viole Property

17 Investments to Shadow?

18 A board member, Kevin Seen .

19 Did Viole Property

20

The note is for $1,050,000.

actually invest that much in cash?

21 A .

22 Q.

No, they did not .

What does the note reflect; then?

23 The note reflects an investment of $350,000.

24

25

Well, the note, I am sorry, the note does not reflect

The note reflects that based onthat . Yeah, it does.

COASH & COASH, INC.
www.coashandcoash.com

A.

A.

Q.

A.

A.

A.

Q.
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1

2

3 Q.

4

5

6

7

page 4 . And the suppliers that they are funding went

directly to for production.

So this list of figures represents how the cash

was going to be allocated, or how it was going to be used?

A. This represents how they paid.

How Viole Property paid?

They made these payments to theseYeah .

8 creditors

9 Q. I see.

10

11 Q.

12

13 And when a

14

-- on behalf of Shadow Beverages .

why is the note amount for 1,050,000?

That: was the agreed to kind of rate based on, I

believe, Viole also being par t of Greentech.

Green tech -- at that point, we had a deal on the table

15 And

16

17

18

from Greentech getting funded around $20 million.

if Tim executed this document and paying his suppliers

d irect ly, they were going to have the right to this

one mill ion fifty at three times from the Greentech

19

20 Q.

21

22

23 And attached to them are all

24

funds coming in.

The f act that the promissory note amount was

higher than what they had paid, does that reflect like an

interest payment?

Interest, yeah.

the wiring instructions of where the money went to, to

Exhibit 72.25 This follows the listing on page 4.

A .

A.

A.

Q.

A.

COASH & COASH, INC •

www. coashandcoash. com
602-258-1440
Phoenix, A Z
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1 Q. What was the connection between Viole Property

2 Investments and Greentech Mining?

3 A.

4

I think the only connection is there is

investors that are in both sides, in Greentech and

5 Shadow.

6

7

Q. Okay. But the Viole Property Investments, LLC

entity isn't otherwise connected to Green tech Mining?

8 No, not that I am aware of .

9 Q Not: that I am aware of either.

10 All these, where Tim resides and where Greentech

11 and six other Shadow investors all live in the NorCal

12 area I So you -- from down into LA.

13 connected 1

So they are all

I don't know connected in investments or

14 just personal relationships

15 Connected in terms of personal relationships,

16 too?

17 Yeah, yeah. So I don't know to what extent they

18

4

19

might all have

Q. I see.

20

21

investments into different companies

But they are pursuing relationships that look

22

23

together.

at investing into common places.

And who is Tim?Q

24 A. Tim is the president and owner of Viole

25 Properties. I have only met: him once . He flew over to

COASH & cAsH, INC .
www. coashandcoash. com

602-258-1440
Phoenix, AZ
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1 meet with us and see our business .

2

3

4

And I personally

presented to Tim our executive summary of what the

company strategy was and what we were trying to

accomplish in Shadow.

5

6

And the personal relationships you referred to,

does that mean that Timothy Viole had a personal

7 relationship with Kevin Senn?

with either Kevin or one of the other investors8

9 at Green tech.

10 Before the note was made, what Shadow documents

12 A.

13

were provided to Viole property investments?

I just stated that I presented the executive

summary to Tim on his one visit to Phoenix.

14 Anything other than the executive summary?

15 Not that I recall .

16 Q. Before the note was made -- sorry.

We did review our17 A. I would make a correction.

18 And it is why we

19

20

21

balance sheet and our parables.

structured the deal the way we did, and him agreeing to

pay directly to the suppliers versus just into Shadow.

Q. And before the note was made, were Viole Property

22 Investments or Timothy Viole told about any previous

23 Shadow def adults on any notes or loans?

24 Not that; I am aware .

25 Before the note was made, were they told about

COASH & COASH, INC •
www. coashandcoash . com

602-258-1440
Phoenix, A Z
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1

2

any judgments against Shadow?

A. Not; that I am aware of .

3 Q And before the note was made

4 A . I do take that back. I do recall with Tim and

5

6

7

8

9

his attorney on the phone, a guy by the name of Mike

Joyce, who is -- they did their due diligence, did ask

the questions regarding the GNC judgment, potentially

the litigation going on with Ao, and the settlement

agreement that we had had with Tun fell, because those,

10 And

11

12

13

14

15

again, were f fairly accessible public documents.

Mike chose, Mike, the gentleman by the name of Mike

Joyce that I remember is his attorney, was doing the due

diligence, as anyone would.

Q. Did Viole property Investments have any business

other than being a vehicle for investments by Timothy

16 Viole?

17 Could you state that question again? I am not

18

19 MR. KITCHIN:

20

sure what you are asking.

Can you read that back.

(The record was read by the reporter as

21 requested as follows:

22 Question:

23

Did Viole Property Investments

have any business other than being a vehicle for

24

25

investments by Timothy Viole?)

THE WITNESS : Not that I am aware of . Any

A.

COASH & COASH, INC.
www. coashandcoash. com

602-258-1440
Phoenix, AZ
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1 investments into businesses that I am associated with?

2 BY MR. KITCI-IIN:

3 No .

4

5

6

I am just trying to figure out if Viole

Property Investments is just a pseudonym under which

Timothy Viole lent money or if it is a company that

actually does business apart from just his own

7 investments.

8 A. No, I am not aware of that, no.

9

10

Q. Next I am going to hand you what is marked as

Exhibit 73, a notice of judgment, Bates No. ACC 468. D o

11 you know what; this is?

12 Brook & Whittle

13

14 Q.

15

16

17

This was a supplier of label.

is an East Coast supplier of ours, of Shadow's.

And this document wash' t provided by Shadow

Beverages, but does this appear to be consistent with the

notice of judgment from that ease?

It was.A . And this particular creditor was

18

19

20

21

settled, has been paid.

As I mentioned earlier, in early 2015, when we

got a first payment from Mix 1 out of the 1.5 million,

we got a check for about 200,000. I am sure it is

22 close o But the bank records will show that that was

23 transferred over to our escrow account with an attorney.

24

25

And we settled this judgment for, I want to believe,

And we agreed to settle with, as a par rial$75, 000 .

A.

cAsH & COASH, INC.
www. coashandcoash. com

Q.

602-258-1440
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settlement, not settle, Reed Hatkoff for 62 A n d  t h e n

2 the rest: of the funds were used for some of the other

3 vendors and suppliers that we were paying off with part

4 of the deal from Mix 1

5 Q Do you remember in approximately what month in

6 2015 this was paid?

It would have been like in March, I mean when

8

9

10

the first payments, March and April, when the first

payments from Mix 1 and the transactions started to

become real and close

11 Next I am going to hand you what has been marked

as Exhibit 74. a mutual release. Bates No. ACC 973

i s  t h i s ?

We mentioned earlier that, you know, w e were

15

16

17 for us and we

18

19 unusua l

banking at First Fidelity and First Community Financial

was a f actor. And they were f factoring PepsiCo invoices

And we weren't meeting quite their

had a non term f factoring agreement, which was a little

Most of these f factoring agreements would have

20 We had a nor term agreement with Matt

21

a specific term

at this bank. And at this time, our numbers were not

22

23

24

25

meeting their expectations on how much they would be

doing, so we agreed mutually just to close the account

And this document wash' t provided by Shadow

Beverages, but does this appear to be consistent with the

COASH & COASH. INC
www.coashandcoash.com
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5

r e l e a s e  t h a t  y o u  s i g n e d , t h a t  S h a d o w  s i g n e d ?

w i t h  M a t t ,  y e p

N e x t  I  a m  g o i n g  t o  h a n d  y o u  w h a t  h a s  b e e n  m a r k e d

a s  E x h i b i t  7 5 ,  a  c o n v e r t i b l e  p r o m i s s o r y  n o t e  t o  A n t h o n y

a n d  T e r r i  B o u c h a r d ,  B a t e s  N o .  S H A D O W  6 4 1 3 W h a t  i s  t h i s ?

6 I am not sure who Anthony and Terri Bouchard

7

8

9

1 0

1 1

are, unless they came through as a different name in the

company documents I would have to go back to the

company documents to that appears to be my signature

on the document, but I am not sure who Anthony and Terri

And I would have to go back to our investor fi les

12 and see if there is a document on this

1 3 March

1 4

I t  i s  e a r l y

To grant 3,000 shares of Mix 1 Life, we didn't

even have shares as of March 3rd

1 5

16

17

18

So paragraph 4 mentions that will grant 3,000

shares which the maker acquires in its sale to Mix 1

Does that offer any insight on what this is?

We didn't have a deal with Mix 1 unti l  later

19 t h a t  m o n t h I mean there was an 8-K on our discussions

20 of a deal, but we didn't have a deal S o I am not; sure

21 how

22

A n t h o n y  a n d  T e r r i  B o u c h a r d , I  a m  a  l i t t l e  s t u n n e d

t h a t  I  d o  n o t  k n o w  w h o  t h e s e  f o l k s  a r e

23

24

Q

M a r c h  3 r d , 2 0 1 5

25

S o  t h e  t o p  r i g h t  c o r n e r  m e n t i o n s  a  d a t e  o f

A n d  t h e n  p a r a g r a p h  2  s a y s  t h e  m a t u r i t y

d a t e  o f  t e n  d a y s  l a t e r  o n  M a r c h  1 3 t h ,  2 0 1 5 D o e s  t h a t

COASH & COASH, INC
w w w .  c o a s h a n d c o a s h .  c o m

602-258-1440
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1 ten-day time frame suggest anything about what this would

2 be?

3 A . Huh-uh. I wi l l  have to investigate that and

4 provide further clarif ication on this document.

5 Q.

6

Next I am going to hand you what has been marked

as Exhibit 81, a personal financial statement Bates No.
I

7 ACC 403 1 What is this?

8

9 Q

Looks l ike i t is a PFS for myself.

Was this the personal financial statement that

10

11

Rick Peterson was given to give to potential lenders?

Dated 2013 December.A . I I would believe so.

12 Q. And does this appear to be consistent with a

13

14

personal financial statement that you prepared in

December 2013, or prepared to reflect December 2013?

15 A . I would -- yes.

16 Lenders are l isted.

I t i s -.- our personal property

Correct •
17 Q And the signature on the third page, is  that

18 yours ?

1 9 Correct »

20 Q And the initials on each page are your initials?

21 Correct I

22 Q

23 l i s t  o f  l i a b i l i t i e s .

So on the first page on section 3, there is a

Why don' t  the l iab i l i t ies l i s ted

24 include the personal guaranties on any outstanding Shadow

25 notes that you had guarantied?

COASH & COASH, INC.
www.coashandcoash.com

A.

A.

A.

602-258-1440
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1 I don't believe as of December '13 that, from

2 We had already

3

4 Tunnell .

this specific date, that there were any.

cleared up the, in 2012, the personal guaranty to

As of 2013, I don't know exactly or recall

5

6

which documents we had that had personal guaranties

Do you know who all received this personal

financial statement?

Q.

7

8 The only one I do know for sure would be Reed

9

10

11

Hatkoff, because as you look at his security agreement,

what he secured against was a securities agreement at

And he would have got that off of thisAmeritrade.

12 document.

13 Q.

14

Next I am going to hand you what has been marked

as Exhibit 85, a meeting agenda for Shadow Beverages,

What is this?15 Bates No. SHADOW 5886.

16 A. It looks like it was a quarterly board agenda

17 for the board.

18 Q. Under the heading of 9:15 a.m., there is a line

19 And under that there are three

20

21

22 The

23

24

25

for Capital Raise Update.

bullet points. What does the PLA update refer to?

If you look at one of the Spyglass loans -- if

you would know, there are two loans from Spyglass.

second one was coming from Spyglass II, is done through

a personal, a PLA through Morgan Stanley, where the

investors of Spyglass had securities and they borrowed

A.

A.

A.

COASH & COASH, INC »
www. coashandcoash. com

602-258-1440
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1

2

3

against those securities and loaned the money to Shadow

under a PLA agreement .

And what does that PLA agreement mean in this

4 context ?

5

6

We were considering -- Eric Reinhard was a board

member and a member of Spyglass, was reviewing the

7

8

9

10 And that ' s

11

option for a PLA update, so paid from this Spyglass

Capital Partners operating committee review. So their

operating committee looked at the proposal of a PLA

being put in place to loan Shadow money.

what those discussion points were all about.

12 What is PLA an acronym for here?

13 Personal loans, personal loan on assets is what

14 that means.

15

16

The third bullet point says other equity updates,

What would that refer to?

17

parentheses, Rick Peterson.

That would mean that Rick Peterson gave the

18

19

20

board an update at that time on this conference call on

who he was having capital discussions with.

And does that include any of the, any individual

21 i n v e s t o r s  w h o s e  n o t e s  w e  h a v e  s e e n  t o d a y , o r  y e s t e r d a y , o r

22

23

the previous time?

A.

24

25

It would have included probably a wide list of

his both working on equity -- at the time we were

working with, I forget his name, we spoke about this

COASH & COASH, INC 1

www. coashandcoash. com
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A .

Q.

Q.

A.
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6 0 2 - 2 5 8 - 1 4 4 0
Phoenix, AZ



1 1

LUCIO GEORGE MARTINEZ VOL • I I I 12/09/2015 304

1 last time, at GoDaddy, whatever his name is, w e were

2

3 investment.

4

working with that group in presenting an equity

And we were also looking at financials in

kind of the first six months of capital need and how

5 And Rick was,

6

7 Q.

8

that might come in in debt or in equity.

again, leading that, so he was part of that discussion.

Next I am going to hand you what has been marked

as Exhibit 86, Shadow board of director meeting minutes

On the second9

10

11

for February 2013, Bates No. SHADOW 5887.

page at the top there is a heading for Capital Raise

Update.

12

13

What does "George provided and reviewed funding

handout" mean, or what does it refer to?

14 A. I am sorry. I am not following what letter you

15 mean •

16 Q. Oh, I am sorry. On the second page

17 A .

18

I am sorry, second page .

Capital Raise, the second sentence, what does

19 that refer to?

20 A. Eric reviewed the PLA. So Eric

21

22

Right?

Reinhard, who is a board member and part of Spyglass and

he is on the present here at this meeting, he reviewed

the structure of the PLA and how that would work.23

24

25

"George provided and reviewed funding handout

Continues the search for" -- I, on this date, I would

COASH & COASH, INC 9
www. coashandcoash. com

602-258-1440
Phoenix, A Z
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1 have provided a handout of some sort that spoke to who

2 So

3

we were working with on equity and funding.

somewhere in these minutes there is -- that document has

4 to be in the fi le of what we discussed. Again, it was

5 just a review

6 Q. A n d  G e o r g e  h e r e  r e f e r r e d  t o  y o u ?

7 Yes .

8

9

10

Next I am going to hand you what has been marked

as Exhibit 87, Shadow board of directors meeting minutes

Under Oldfor March 2013, Bates No. Shadow 6010.

11 Business, the second bulleted section is Capital Funding

12 U p d a t e  1

13 A .

Do you see that?

Uh-huh.

14 Q

15

The second sentence says George and Rick

Peterson's daily work is focused on capital raise What

16 does that refer to?

17

1 8

1 9

20

That we were having discussions with, you know,

numerous equity groups, f Emily offices on an equity

investment or if we were going to move to a term loan.

that was the work, and we were

21
I what we were trying to

22

So we were just --

talking about the capital raise

accomplish.

23 "Discussions are f adorable to close in next 30

24 to 60 days, " which we knew we had a production line

25 c o m i n g .

cAsH & coAs1-1, INC.
www.coashandcoash.com

602-258-1440
Phoenix, AZ
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1
ll

2

3

4

5

6 I don't know

7

"New investor Dave Kelly referred contacts,

which were some of the folks that -- Dave Kelly is

another contact that Rick Peterson brought to the table

So Dave Kelly could have referred a couple of these

other folks that Rick brought on. I don't know if Dave

Kelly knows Jason or Mike, Michael Crane.

if they know each other or not.

8

9

10

And the next point, lead that has beverage

experience investing, and that was the Bear f Emily,

which Behr paint; had contacted us in looking for an

11 investment .

12

13

Next I am going to hand you what has been marked

as Exhibit 88, Shadow board meeting minutes for May 2013,

Under old business the first14 Bates No. SHADOW 6024 n

15 heading is Funding Updates What do the four bullet

16 points refer to?

17 A .

18 having.

Michael is his name.19

20 for 10 million.

21

22

23

Those were all equity discussions that we were

So Pointe Financial is a local company here.

But they had an equity interest

Celtic Capital and SunChase Financial

were equity companies that Rick Peterson was working.

I was working specifically with Pointe Financial.

Summit Beverage, Tom Carsons, he came into the

24 office . He is an ex-Dr.

25 own kind of beverage group .

Pepper/Cadbury guy that has his

And then, you know, William
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1

2

3

4

5

Blair was, they needed audited financials, so this was

just an update to the board on what we were working on

as it refers to the capital need, which clearly in the

board minutes prior, on Exhibit 87, we communicated to

the board as of March. And then the next board meeting

6 was May. But the last comments under production review

7

8

9 cash flow.

Production reviewed weekly based on forecast and

March 31st and weeks after are big weeks .

10

11

The need for 1.1 to keep production running.

That was the work that the board, Rick Peterson,

12 We had orders and

13

14

15

16

17 Q

18

19

20

myself, we were all working on.

business with Sys co that we were trying to keep

production running. So it was clearly communicated to

the board and we were providing the board on updates on

what the financial funding discussions were going on.

I am going to skip Exhibits 89, 90, and 91.

Next I am going to hand you what has been marked

as Exhibit 92, Shadow board of directors meeting minutes

On the second

21

22

23

24 company?

25

for January 2014, Bates No. SHADOW 6157.

page, the first, the first heading is Implications, and

there is a bullet point there: If no additional capital

in next 60 days, tough decisions will be made (Restructure

Chapter 11/7 filing? Spyglass to call?)

What does that refer to?

COASH & COASH, INC 1
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1 A . Specifically the whole line, what does that

2 refer to?

3 Q. Yeah .

4 Well, it shows that, you know, we were getting

into crunch time . We know we had orders that we had to5

6 And as defined

7

8

9

10

11

12

find the working capital for production.

by the agenda, I took the company, I took the board, as

you can see present, one, two, three, four, five of us

on the board, six with Kathy Reuser, we took them

through funding options.

We talked about two long-term and two short-term

bridges, again the call-out for immediate need of

1 million.13

14

We were working with Berta and we were in

the underwriter process, PRO, Diamond Ventures out of

Tucson we were in full discussions with, and then15

16 Greentech.

17 And we basically stated to the board, Rick

18

19

20

Peterson, everybody knew where the company was headed,

that i t  was, the impl i cat i ons in the next 60 days would

be, i f  we cou ld not f ind funding, that we would have to

21

22

23

24

25

restructure the company, meaning lett ing people go or

lett ing some business go, or Chapter 7 or 11 f i l i n g , and

then Spyglass t o  c a l l , which was, again, they are the

l argest equi ty  i nvestors and the note holders of  over

two and a ha l f  mi l l i on . So it was ..-.. we needed to have
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a call with Spyglass to let them know what the status

was and the implications of the funding not coming into

3

4 Q

5 that says Other Business

the company

Toward the bottom of the page, there is a heading

Do you see that?

8

And the first bullet point starts with close

capital solution and ends in the last, the third sentence

9 What is the new road map there

10

says work on new road map U

referred to?

11

12

13

15

The new road map referred to, again, at this

point and up to, as the records show, in '13, we had not

taken any equity partners in So the new road map was

to look at bringing some debt into the company and

selling off a brand or an asset to cover liabilities

17

18

19

20

21 at; the time

So that new road map that we started, or that I

started working on with the board, was showing them a

debt solution to get us to the end of the year and

having discussions with a couple folks on the purchase

of the asset, which was, our biggest asset was No Fear

And in the meantime, the work on the new

22

23

road map was bringing on some new business that we would

be in more of consulting role to help offset some of the

That was the new road map that Iinfrastructure cost

25 presented to the board

COASH & COASI-I, INC
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1 Q.

2

Next I am going to hand you what has been marked

as Exhibit 93, Shadow board meeting minutes for

3 March 2014 Bates No.I SHADOW 6170 1 And then under old

4

5

Business and then Funding, the second sentence under

Funding says Shadow continues to bootstrap.

that refer to?

What does

6

7 A . Bootstrap was just referring to that we were I

8 Money would come

9

you know, using cash on a daily basis.

So bootstrap, I apologize I

10 Being from Wyoming,

11 We weren't: paying

12 executives.

13

14

15

in and money would go out.

is a little bit of a Wyoming term.

we were bootstrapping them.

Myself or anybody else was not getting

paid. We were trying to keep the infrastructure there.

The value program that we had instituted from prior

minutes was having success. And the number one goal was

to refinance current debt: and, second, to f facilitate16

17 growth .

18 So we knew we were working on -- we had notes

19 And we

20

21

22 And, again, this

23

24 this point. We

25

due by March 12th, 2014, some short-term notes.

listed all the different continued discussions going on

with capital options, you know, from Berta Capital being

a debt f ability to some equity folks.

is where Rick and I were spending most of our time at

We were not looking for new business.

were trying to maintain the business we had because we
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1

2

could not keep up with production with the new business,

or with current business, not new business.

3 MR. KITCHIN: Let's take a break for about five

4 minutes now.

5 THE WITNESS

6

Okay.

(A recess ensued from 10:31 a.m. to 10:43 a.m.)

7 MR. KITCI-IIN: Let's go back on the record.

8 BY IVIR.  KITCHIN:

9 Next let;'s turn back to Exhibi t 72 which is the/

10

11

12 Q

13 So

14

Q.

Viole Property Investments note.

Okay.

And you mentioned that Viole had provided 350,000

in cash and they were going to be repaid 1,050,000.

their return was going to be $700,000, correct?

15 A.

16 Q

1 7

18

19 And it was

20

Yep.

why did that make business sense for Shadow to

pay that much in interest for $350,000?

Well, what we were really getting, this was a

critical juncture for our Syseo business.

really kind of predicated that the investment would be

2 1 So now that that

22

23 You know, we have a

24

25

coming from Green tech. Right?

investment has not happened, of course we worked with

all, primarily all creditors.

settlement agreement for this promissory note that is in

the range of 8 percent interest versus this three times
I
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1 So that's

2

3 Q .

4

5

because the other funding did not come .

really what it was predicated on.

But even if the Greentech Mining was anticipated

soon, why spend so much of the Greentech money to get this

350 000?I

6 A .

7 And

8

9

1 0

1 1

Again, it was at a critical time and we had

agreed on a valuation with Green tech at 52 million.

they were going to be an equity investor. So, you know,

we had already kind of upped the stake a little bit in

what our valuation was at 52 million for the company.

And we would sell them equity at that rate and be able

12

13

to -.- i t  wou ld  s t i l l  be  a , you know, a survival method

As you can see, as '14for Shadow at; this point .

14 started to close out, it became more and more desperate

15

16 Q.

17 So why so much

18

how we were going to handle things .

But even $100,000 interest would have been a

pretty good rate for $350,000 for 60 days.

more?

19

20

21

22

23

At the time, again, it  was just a l i t t le  b it

under the pressure point of having to deliver a

production inventory to Sys co to keep the contract alive

or we were going to lose that contract. And tying it to

the Greentech availability and based on the valuation we

24

25

had already agreed upon, we felt that it was the right

thing for the company to do to save everybody else that

602-258-1440
Phoenix, AZ
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1

2

we already had tied into it .

MR. KITCHIN: Any other questions on this one in

3 If you want to look at it and come back

4

particular?

later...

5 MR. BELIAK: Yeah, if I could take a look at it.

6 MR. KITCI-IIN: Sure .

7 BY MR. KITCI-IIN:

8 Q

9

Next I am going to hand you what has been marked

as Exhibit 95, an April 14, 2014 letter from Kevin Senn,

10 Bates No. ACC 8815. What is this?

11

12

13

This was just a document clarifying my personal

ownership of the 500,000 shares of Greentech.

What did you provide in exchange for the 500,000Q

14 shares?

15 When we

16

17

18

19

20

21

22

23 So it

24

25

I provided some operational consulting.

put the mining, kind of what we referred to as kind of

the test mining up at surf ace mining, again, that's a

little bit of what I do on the operations side, so I

helped them review the capital equipment needed that we

were going to need, you know, kind of the rate of how

much dirt we could move, what kind of personnel it was

going to take, help them a little bit with easement

rights that had to be secured through property.

was just more of a consulting agreement.

And then there is also the piece of a personal
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1

2

investment of $50,000 that I made in 2012 into the mine

But this was kind of validating on my financial

statement that I did own shares of Greentech.3

4 Q.

5

Next I am going to hand you what has been marked

as Exhibit 96, a promissory note to Pelican Group, Bates

What is this?6 No. SHADOW 7506.

7 Well Pelican, this is a note -- I think weI

8 This was in 2012 that

9

spoke to one like this last time .

Pelican helped fund Shadow. Pelican is owned by Richard

10 Scherer, as you can see, which is an early manager in

11

12

the company, one of the founding kind of managers, if

you will. And he had two notes, one at; 300, or 250 and

13 one at; 100, where he helped support the company with

14

15

operating capital.

When did he cease to be a manager?

16 A .

17

18

Oh, early in 2010, when we restructured the

company and he became just a member .

Q. Has this note been paid?

19 A. No .

20 Q. Who communicated with Mr. Scherer about making

21 this note?

22 A . I did and Sam primarily, but, again, Richard was

23 very tied to the business . Some of his customers we

24 were distributing product to. He has been a key member

25 of the organization for quite awhile, from startup, from
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1

2

inception.

Q.

3

4

At the time this note was made, was Mr. Scherer

aware of any previous notes or loans that Shadow had

def vaulted on?

5 Yeah .

6 And

7 And

8

9

He was aware of, as an example, the

Tunnels judgment and those issues in 2011 and '12.

he helped negotiate the Spyglass entry and funding.

he knew that that funding was clearing those judgments

So he was aware at the time of this

10

against companies

note.

11 Q.

12

13

Next I am going to hand you what has been marked

as Exhibit 97, a document captioned Promissory Notes Term

SHADOW 7510. What is this?Loans I and Bates No.

14 A . This is just an agreement between Richard and I.

15

16

Again, in some consulting work that I do, well, both in

sales and operations, I consult for The Pelican Group

17

18

19

20

21

and brought them in some business, which was structured

a little bit on a commissions basis, and agreed to with

Richard on my promissory note that he could hold those

funds due me against this note.

So the sales commissions __Q

22 A . And on the balance sheet, all that we have done

23

24

25

is basically taking the $100,000 that is owed me and put

that into my name and reduced his note due him.

And the sales commissions here referred to your
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1 commissions for sales you created for Pelican Group?

2 A . Yeah .

3 business.

4 Group last time.

business.5

6

So the example is the Family Dollar

I mean I think we spoke about The Pelican

They are in the vending management

But I had a personal relationship with the

Family Dollar executives, and I took Richard that

7

8 Q.

9

business for the entire country.

Next I am going to hand you what has been marked

as Exhibit 98, a page from a bank account statement, Bates

10 No. ACC 271. Do you know what account, which account this

11 is?

12

13 not be .

14 I would have to check.

15

16

17

It looks like First Fidelity, but -- no, might

This might be on -- it could be either First

Fidelity or wells Fargo.

surprised it is not labeled at the top.

Q. The bottom of the page, the last transaction

listed, there is a June 20th wire transfer debit to Seen

18 What is that transaction?

19 A. I into

20

Law PC IOLTA for $40,000.

That ' s where we were moving money into his

an escrow account to -- he was settling debts with

21 creditors that we had. So it could have been a couple

22 There should have been one

23

24

of trucking companies.

before -- one right after this for the $200,000 that we

spoke about earlier, the 200,000 where we paid Reed

Hatkoff and Brook & Whittle.25 The money was being

A.
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1 transferred to the escrow account. It was -- he was

2

3

representing the settlement agreements for us .

Is the transaction related at all to any of RickQ.

4 Peterson's investments in Shadow?

5 A . none that I am aware of . I would have to go

6

7

8

back to the detail of the QuickBooks entry, which we

would have exactly what that was for. This is just how

The entry in QuickBooks would providethe money moved.

9 that for us.

10 Q

11

Next I am going to hand you what has been marked

as Exhibit 99, a letter from Novus Aurum Trust, June 19 /

12 2014, Bates No. SHADOW 7087. What is this?

13 A . Well, this would be an investment that Rick made

14 into Greentech, which is Novus Trust . And for that they

15 transferred 100,000 shares into Greentech.

16

17 A . I, as a member

18

19

Why would Shadow Beverages have this document?

It was all in just Rick's file.

of Greentech, presented Green tech to Rick.

to Matthew Neher, who is the CEO of Greentech.

Rick spoke

And

20

21

apparently it came over to me or f axed over to me and it

was kept in his file.

22 Q. The investment that Rick Peterson made in

23

24

Greentech Mining, is that separate from the money he

invested in Shadow Beverages?

25 Correct •A.
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1 MR. 8ELIAK : May I ask a question?

Sure.2 MR. KITCHIN:

3 MR. BELIAK: I

4 please.

Bates No.5

If we could, go back to Exhibit 72

If you could, please look, I am looking at

SHADOW 7951, and it is at the top. It; is on

6 Seen Law letterhead.

7 THE WITNESS : Uh-huh.

8 Okay. If you could, please, read

the sentence below Dear Mr. Mar tined a

MR. BELIAK :

9

10 THE WITNESS : Yeah . This letter will confirm

11 previous conversations wherein Greenteeh has committed

12

13

to funding up to 5 million to Shadow Beverages upon

Greer tech's closing of its financing attached hereto as

14 Exhibit A.

15 MR. BELIAK: D o have a copy of Exhibit A inyou

16 your records?

17 THE WITNESS : Absolutely.

18 MR. BELIAK : Okay . If we could request to get a

19

20

copy of that, please.

THE WITNESS : Yeah . And that exhibit, as stated

21 here, Greentech will receive an excess of 300 million in

22

23 SBLC |

24

the next 20 days as a result of the funding from the

Terms agreed to between Shadow and Greentech

include the exchange of stock for funding at the then

25 most recent stock price .
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MR. BELIAK Okay . And that $300 million

2 funding did not happen

THE WITNESS3

4 MR. BELIAK

5

Did not an happen, occur

what happened that it was expected

for 21 business days that the deal didn't end up

6 occurring

THE WITNESS

to London where the deal was being done .

I know that Greentech group went

And I don't:

9

10

11

know what bank it was that they were basically

collateralizing the 300 billion worth of gold in the

dirt, is how that was being positioned, and why that

12 didrl't: occur

15

16

I could go back and pull the records and the

e-mails and communication that the investment group sent

out to investors on why it did not close, but at the

time there was an exhibit that Green tech had that had a

17 deal .

18

19

20

21

And they were working on MT 760s and MT 799s and

the banks were working on getting on those things in

place to get the funding done

MR. BELIAK So this is dated July 23rd, 2014

Has a deal since been made on this Greentech mine

22 THE WITNESS A deal has not: been made They

23

24

have another deal that we believed was going to be

So it was just a week or

But we had a

funded by the let of December

25 two ago . And that has not closed yet
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3

conference call last Friday and, then, I say we; i t

is the CEO and the people that are working the deal

to the group of investors of us, 20, 21 of us, that they

still feel comfortable that they should be able to close

5 the deal by the end of the year

MR. BELIAK How much is that deal supposed to

7 b e for?

THE WITNESS I t  is  a structured deal

9 d i f f e r e n t l y Now it i s in the 75 million. This was

10

11

again, was paper

MR. BELIAK

Now they are sel l ing the mine itself

Al l  r ight .Okay . Thank you

12 BY MR.  KITCI-IIN

13 Next I am going to hand you what has been marked

as Exhibit 100, a June 20th, 2014 e-mail from George

Q

15 Martinez, Bates No. SHADOW 7093 What  is  th is?

16 Well, this is a different note that Rick made

17

1 8 the dates I

19

20 both into Shadow and Green tech.

21

22

And, again, I believe I would have to go back and check

but looks like in the middle of the year

when he sold the house and he was making an investment

And we deposited the

check into Greentech, I am sorry, into Shadow and we

sent money over to Greentech

So June 18 was also

25 This was my direction to

But I would have to get the QuickBooks entry

Josephine is our control ler
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1

2

3

4 Rick Peterson.

so I was giving her direction on how to handle the

deposit that was being made .

Q. And the e-mail refers to a June 18 deposit from

And June 18 is also the note the date of
I

5 his second note in Exhibit 67. Did he invest $200,000

6 total in June of 2014, 100,000 to Shadow and 100 000 to
I

7 Greentech?

8 You know, he invested 150. So 50 was into

9 Shadow -- or to Green tech, and 50 was into, I am sorry,

10 50 into Greentech and 100 into Shadow.

11 Q. So the e-mail instructions mention wiring $40,000

12 And then

13

14 Wouldn ' t

15

to Greentech and a $10,000 check to you.

underneath the bank information it says that leaves a

balance of $50,000 from that deposit from Rick.

that make Rick's total deposit 100,000?

16 Not into Shadow.

17 So he gave $100,000 to Shadow but 50 000 of itI

18 was

19 A. 50 was a loan to Shadow and the other was the

20 investment into Greentech

21

22

23

24

25

And the reason why 10 was sent to me is I gave

Greentech $10,000 as the deposit, I believe is what my

records would show, on my personal, because Greentech

was looking for certain funds in a certain window and

Rick agreed to do that kind of when his funds came in.
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1 And I put some money in to hold Rick' s spot on that: 50

2 grand •

3 Q.

4

If only $50,000 of Rick Peterson's money was for

a loan to Shadow, then why was his note from Shadow for

5 100 000?I

6 A . June 20th, June 18th. I am not sure. I don't:

7 have the direct answer from that . I would have to

8

9 better answer.

10

invest igate this a l i t t le bit  further to give you a

Without having other documents in front

of me I am not sure why those don't match.

11 Q. And if Rick's, if $50,000

12 A. Because Rick was granted, in another document

13 you just provided, his shares into Greentech.

know what; exhibit that was .

I don't

14

15 Q. 99 9

16 A. Yeah .

17 Q.

18

19

20

So if $50,000 of Risk Peterson's deposit in

June was for his loan to Shadow, then why does the last

sentence say that the 50,000 will be booked as a loan from

George Martinez to Shadow?

A.21

22 And in that line

23 And it was

24

25

That, I could show you a debtor's l ist, and in

QuickBooks we had George Mar tined .

there was myself, Richard Amrozowicz, Rick.

real ly kind of a l ine item for al l  executives that were

working at the time where we were putting money in. So
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1

2

I was just providing direction to Josephine to put it in

that same line item.

3 Why wouldn't Peterson have his own line item for

4

Q.

his investment?

5 Richard didn't it was just kind of an she

6

7

had tagged it George Martinez and it was just kind of an

executive. And then within the details of that line

8

9

item you would see where that money came from, what

executives. Richard had one for 20. Rick had one for

10 50 o

11

12

13

14

15

I had probably three or four that kept changing,

you know, from 40 grand to 50 grand, taking some money

back out, putting money back in it.

If Shadow was counting on an investment from

Greentech Mining, then why did Greentech need investments

from you and from Richard Peterson?

16 To do the deal with the London bank, there was a

17 fee of 185 grand, or whatever that number was, that they

18

19

20

21

22

were trying to finalize and send three people to London

for three days to get that job done. And they were

trying to raise $250,000. So this was a portion of it.

I spoke to a couple other guys, got a couple Pepsi

executives that invested into it. That was the need of

23 the cash, for them to go close the deal .

24 Q. Next I am going to hand you what has been marked

25 as Exhibit 101, a page of check images, Bates No.
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1 ACC 8111 o And on the left-hand column, the fourth check

2 from the top, on June 20th for $10,000 I with the memo line

3

4

Greentech Rick Peterson payment to GM, is this the check

that you referred to in the e-mail in Exhibits --

5 A. Yes .

6 Q. 100?

7 A. It seems to be the dates are right; . And the

8 memo item would refer to that same thing.

9 Q. And

10 A. And the other one is not a check, right? oh, it

11 is a wire. I thought it would be the other one . One

12 was a wire and one was a check.

13 MR. KITCHIN: And that's all for me for now.

14

15 EXAMINATION

16 BY MR. BELIAK:

17

18 Consulting, LLC?

Not at all.

Mr. Martinez, what is Clarity Coaching and

Do you recognize that name?

19 A.

20 We mentioned

21 A.

22 LLC • I know we

23

24

Okay.

Clarity Coaching and Consulting?

Q. I am just trying to determine.

had discussed or we had seen a promissory note for Michael

And I can show you we have, this isCrane for 50,000

25 Bates Acc 530.

COASI-I & COASH, INC |
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1

2

3

4

5

6

7

8

If you look, please, at the highlighted amounts

here, you will see that there is on July 18th a deposit

for 37, 000 coming from Clarity Coach and Consulting, and

then 13,000 originating from Michael Crane.

Clarity Coaching and Consulting, that must be

tied to Michael Crane on how we brought his 50,000 in,

because those two, Kurt and Michael, came in relatively

But it looks like he had to dothat kind of same week.

9 I don't know

10

12

it from a couple different bank accounts.

any other Clarity Coaching and Consulting.

Q. Do you recognize the name Bipin, B-I-P-I-N,

Chandra Patel?

13 I am not f familiar with that name .

14 Okay . I would like to show you, this is a wire

15 transfer in the amount of $40,000,

16 2014 l It is Bates ACC 8767.

dated February 20th,

I have highlighted the name,

17

18

19

if you could, if you recognize that name .

A. Do you know where it came from?

well, it would have been coming into the WellsQ

20

21

Fargo Shadow bank account.

A.

22

Patel, based on the name, again I would have to

research, but I would believe this is an amount from

23

24

Daryl Demillo I spoke to earlier, Daryl DelvIillo working

with Catherine with Market Access to India, is the name

25 of their company.

COASH & COASH, INC 1
www. coashandcoash. com
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Q.
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1

2

3 US s

Daryl went back to India and sold a couple homes

that he had to get rid of and was moving money into the

And I think, based on Chandra Patel, I know that he

4

5

6

did it in two or three different payments and was moving

money from US into the bank, his bank or f Emily's bank.

And they moved the investment into Shadow. But based on

7

8 came from.

9

that name and timing, I would suspect that's where it

I would have to go back and again look

through QuickBooks and it would record where that

40 came from.10

11 Q. And you would have QuickBooks access still

12

13

14 and '15.

15

covering these time periods we are discussing today?

We gave you QuickBooks fi les for 2013 and '14

So if you had -- or the drive .

I think you gave that to me, didn't you?

MR. KITCHIN: I don't remember. Thumb drive?16

17 THE WITNESS : Yea h  .

18 MR. KITCHIN: I don't recall. I  t h i n k  s o  b u t  I

19 am not sure l If so, it is because we made a copy of it.

On that thumb drive is20 THE WITNESS :

21

Yeah, yep.

all of our QuickBooks activity from '13 through early

22 ' 15 until we sold the company. So any transaction you

And QuickBooks has updated23 can go, is viewable there .

24

25

every year different files of course for every year and

it involves all banks that we participated with. So you

A.

COASH & COASH, INC .
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1

2

will find First Community, First Fidelity, Wells Fargo,

and it is all in QuickBooks.

3 BY MR. BELIAK:

4 Q.

5 A .

Okay.

But that is the best source and record.

6 Q

7 A .

8 Yes. I will show you.

9

10

Do you know the name Peter Augustine?

Do you have a location and address, company?

I have a copy of a wire

into the Wells Fargo bank account dated May 20th, 2014 .

It is an amount of $25,000. It is Bates ACC 8756. I have

11

12

highlighted the name and address.

A.

13

14

15

16

17

Peter Augustine, that name does not ring a bell.

$25,000, again, we would have to research this

transaction in QuickBooks, but we should be able to go

to May 20th QuickBooks and be able to pull up exactly

where that came in and under what line item and category

But the name I do not

18

19 Previously we were discussing PLAs, I

20 Do you know how much

21

22

and purpose the deposit was made.

know of specifically.

Q. Okay.

believe back around January 2013.

funds were raised through those PLAs?

Well I don't know.A . I I mean I am not a

23

24

That is Spyglass numbers

All I know is what the PLA

25

participant in the PLA.

through Morgan Stanley.

loaned Shadow, and that was roughly around $795,000. We

COASH & COASH, INC n

www.coashandcoash.com
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1

2 a million dollars .

3

had an agreement with Spyglass and those owners to raise

And they, based on -- well, they

originally thought they could bring us, loan to us

around million dollars .4

5

6

7 I

8

9

Again, I am not that f familiar

with PLAs at Morgan Stanley, but based on the type of

securities you have, they can only loan up to 60,

85 percent or whatever the numbers are . And the owners

which again are all Spyglass, Pepsi, I would say Pepsi

bottlers or Pepsi owners, their securities, what was

10

11

12

13

allowed by Morgan Stanley only ended up to 795,000.

They made an investment. The f i rst guy in, we

borrowed 100 grand. And then I don't know if it was two

more payments but it got up to 795 .

and the documentation also in the Mix 1 transaction

A n d  t h a t  s a m e

14

15

16

17 Mix 1.

18

19

20

agreement, because that PLA loan from Spyglass, or  i s

identif ied as Spyglass I I , was transferred over to

So Spyglass II loans, we spoke about that on the

record last time, Spyglass I and Spyglass II,

Spyglass II is all through the PLA at Morgan Stanley.

Q. I  w o u l d  l i k e  t o  s h o w  y o u

21 So I don't; know if I answered your question.

22

23

Sorry you asked me?

Q.

24 A.

25

N o ,  n o .

O k a y .

A n d  I  t h i n k  b a s e d  o n  y o u r  a n s w e r ,  h o p e f u l l y  I

A.

Q.

COASH & COASH, INC •
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1

2

3

4

5

would like to show you three wire transfers .

Bates ACC 6713 and 6115 from Morgan Stanley in the amount

of $400,000, if you would be able to confirm if that

amount is part of the PLA.

The date is 1/16/13 .A . That would be part of the

6 PLA 9

7 The next: document is ACC 6725 . The wire date i s

8

9

10

January 31st, 2013. The transfer amount is $100,000.

you could, confirm if that is also funds from the PLA.

That would also be funds from the PLA.

11 And the third wire transfer is dated

12

13

Q.

February 7th, 2013 from Morgan Stanley to Shadow Beverages

in the amount of 191,000, Bates ACC 6776. If you would

1 4 confirm, is that also funds from the PLA?

15

16

17

2/7, 1/16, 1/31 was the f irst -- no, 1/16, 1/31

and 2/7, those would all be from the PLA from Morgan

Stanley, as al l  the owners of their securit ies were

18

19

working with Morgan Stanley to see how much that loan

amount would be based on the type of security they were

20 h o l d i n g .

21 Q.

22

23 now ,

24

Okay. Thank you.

We might have to break out the magnifying glass

I would like to review some deposits made into the

The first is Bates

25 No. ACC 6949.

Shadow Beverages accounts with you.

It was deposited into the account

coAs1-1 & COASH, INC.
www. coashandcoash. com

602-258-1440
Phoenix, AZ
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1

2

April 18th, 2013, which was $50,000 from L&L Partnership.

Do you recognize the signature on that check?

A. Uh-huh.3

4 And that:'s from George Mar tined?

5 Yes it is.I

6 What were the terms on that? Well, I guess I

7

Q.

should ask first . What were those funds to be used for?

8 A. We were trying probably

9

Just: operating capital

at that time to make payroll .

10

11 And

12

Or it was just operating

capital out of a partnership that -- L&L is for Lucio

and Lisa, my wife, in Wyoming, where we were from.

we had a horse business there until the end of 2000 -- I

13

14

think we really basically had that business and bank

account sometime in '13, four th quarter of '13. But:

15 that was just me putting money to keep the business

16

17

going.

Q. Okay.

It; is Bates ACC 6952 .

The next; document is a copy of a check.

The check is also from L&L18

19 The check date and the

20

Par ownership to Shadow Beverages .

deposit date is April 23rd, 2013 .

check?

Do you recognize that

21

22 A. That's the same bank, Platte Valley Bank

23

Yep .

from Torrington, Wyoming .

What kind of documents would have been kept24

25

Q.

showing the terms of the loan or how that money was to be

A.

Q.

cAsH & COASH, INC »
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1 repaid?

2 A .

3

It was my personal money being put into the

account to, again, cover operating needs for the week,

4 the day,

5

or supplier,

We didn't have

6

I did not produce documents

The QuickBooks files

7

8

9

10

every time I put some money in.

will show, again, this line item, George Martinez

moving, putting money in. And when we had some money

come back, there were times when I took some money back

I couldn't afford to be

11

12 But

13

14

15

that I put in to cover payroll .

gone that long other than being at the business, so I

had to move the money back into the other business .

the QuickBooks would show every transaction and date of

money in and out under my name in that account .

Q. Okay. The next check is, i t is also a check made

16

17

out to Shadow Beverages from L&L Par ownership for $95, 000

It is dated December 27, 2013. It is Bates ACC 7658.

18

19

Are you able to read what is written in the memo

line of the check there? This is probably where the

20

21

22 it could be

23 Q

24

25

magnifying glass would come in.

A. Well, it is my handwriting, which is as bad as

It says product, slash, No Fear brand.

What would that be referring to?

It means we were producing No Fear and we needed

operating capital or some, at the time, some supplier

coAs1-1 & COASH, INC.
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1

2

needed to be paid and I had to move some money to get

that accounted for.

3 Q.

4

5

And how were you then to receive payment back for

these funds that you put in?

Well, we did it a couple ways.A.

6

7

We had a, and,

again, we presented that as documents, our debt holders

and every list of debt holders, and my name is on there .

8 And my rate of interest was at 5 percent . And there was

9

10

11

a lot  of  t imes I  d idn 't  charge interest  i f  i t  was on ly

two or three weeks that the money was just being moved

over because we needed to handle something. Then I put

12

13

1 4

15 So we

16

the money back in my other business account .

Okay.

And keep in mind this whole time I was not being

paid as an executive for running the company.

were filtering money in as best we could to keep things

1 7

18

going U

Q.

19

20

When you say this whole time, did you receive

compensation at all throughout your time working at

Shadow?

21 A. And

22

You know, we started the company in 2008 .

there was two times that would have been maybe for three

23 or four months that the executives did take

24

25

compensation. And through our board and compensation

committee, we agreed nobody would make more than 80, 000

COASH & COASH, INC I
www. coashandcoash . com

602-258-144.
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a year. And

2

3

So it was just to cover living expenses .

over the course, you know, I am going to give you round

numbers, but over the course from 2008 to 2015 thereI

4

5

6

7

8

was probably six months where we took a paycheck at that

rate of $80,000 a year. And then we went down to, you

know, we couldn't afford to pay executives so we

cancelled executive pay.

I would like to show you, this is a check madeQ.

9 from an account entitled L. George Martinez or Lisa K.

10 Martinez made to Shadow Beverages I t is dated

And if you

12

13 A .

14

December 18th, 2014 in the amount of $9,000.

could, please, read what it says in the memo.

It just says a loan. And this one I

specifically remember. We took that out of our personal

15 account here for Blue Cross Blue Shield had a -- we had

16 And we had

17

18

19

20

a payment due for employee insurance.

deducted the insurance from the employees ' paycheck.

But we didn't have the funds, the company didn't have

the funds to make the payment, so I mailed the payment

personally so that the insurance would be paid for all

21

22 The next check is also from L. George

23

employees.

Q. All right.

Martinez and Lisa K. Martinez. It is in the amount of

24

25

$10,000 to Shadow Beverages, dated January 6, 2014, Bates

ACC 8514. If you could, please, read what the memo states

cAsH & COASH, INC •
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1 there .

2 A . And at that time first ofI

3

4

It says investment.

the year, my wife received a bonus check, and we were

making an investment into the business so we put

5

6

10 grand into Shadow.

Q. And what kind of documents were written up around

7 that?

8 A .

9

We ...- again, it was not -- we didn't; have

documents when it was me personally trying to fund the

10 It was I put the money inbusiness and keep it going.

and then, again, you would see sometimes where there was

12

13

money taken out.

Q. So I know it says investment Would you consider

14 that to be an investment or a loan?

15

16

It: would be really a loan because we were

putting this all into the loan bucket into QuickBooks .

17

18

19

When putting money into Shadow, how did you

determine whether the money came from L&L Par ownership or

from your personal account?

Well I mentioned earlier that we closed the L&L20 A. I

21 It was a -- L&L

22

Partnership account, that business.

Partnership was a horse business.

So that bank account was closed.

And we closed that .

23

24

So you see kind of

after that time frame that bank was closed. So any

25 personal money I put in came from my personal account

A.

Q.

COASI-I & COASH, INC .
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1

2

3

here in Wells Fargo here in Arizona.

The next check I would like you to please

I have highlighted

Q. Okay.

take a look a t i s from Bates ACC 6886.

4 the amount here .

5

It is a check made from L. George

Martinez or Lisa K. Martinez, the date on the check is

6 I f  y o u a r e

7

March 3rd, 2013 in the amount of $100,000 .

able to, read what is written in the check memo, please .

8 It says business transfer.

9 Q

10 A .

11

12

company.

transfer,

Do you know what that would be for?

Again, it was money that I was putting into the

But I don't know exactly the term business

We can look that up atwhat that refers to.

13 it would show exactly what line item

14

QuickBooks. Again,

that was put under.

15 Q You mentioned that between 2008 and 2015 there

16

17

were only a couple periods of time where the executive

members received compensation, correct?

18 Correct.

19

20

Do you recall if during the period January 2013

through around June 2013 if that was part of those months

21 w h e n  y o u  w o u l d  h a v e ?

22 A . But you could do

23 t h e  r e s e a r c h .

I don't recall specifically.

It wouldn't: seem like that would be one

24 of those time frames

25 Q. A l l  r i g h t  . So I would like to please show you,

cAsH & COASH, INC.
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1

2 Acc 6753 4

this one is going to be tough to see, but this is Bates

It is the fourth check down. It looks like it

3

4

is made out: to George Mar tined in the amount of $2,706.88.

The date is January 2nd, 2013 . Do you see that?

5 A . Uh-huh |

6 Q.

7 the check.

I don't: know if you are able to read the date on

And this might be where you need the

8

9

magnifying glass.

A. It looks like 11/30/2012.

10 Q.

11 correct?

12

It also says, it says it is payroll check number,

At the -- toward the top right of the check

image itself, it should be right above where it says pay

date .13

1 4

15

Okay. Payroll check number, yep .

So this check would have been for compensation

16

17

for work performed?

Well, now that I look at this sheet, it would

18 have been because you can see on all this there is

19 Richard Amrozowicz, who is an executive; the check

20

21

before that, Sam Jones, who is an executive; myself;

Richard Peterson, who was an executive; and then another

22 one for Sam Jones which has a different date, 12/14, soI

23 S o this would have been one o f

24

the second pay period.

Earlier you said 2013the times. And this i s not;

25 2013 • This is 2012.

A.

A .

Q.
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1 Well, it is, I believe it is, statement date

2

Q.

looks like it wasn't actually cashed until January of

3 2013 ¢

4 A . That could be right . The check is dated

5 11/10/2012.

6 Q. Okay .

7 A . Correct » S o this looks like this i s one o f the

8

9

times that executives were being paid based on this

listing you have here of all the executives are on

10 there

11 Q Great .

12 A .

Okay.

-- including myself.

13 Q. Thank you.

14

15

16 account 1

17 And

18

I have some questions surrounding some series of

withdrawals coming off of, out of the Wells Fargo bank

And this covers a period starting back in

February 2014 all the way up through March of 2015.

before we have to get into each of these documents, I will

19

20

21 It is from the

22

23

24

25

just show you one and maybe you can explain what these,

what this particular entry means.

I am looking at Bates ACC 519.

Shadow Wells Fargo bank account. I have highlighted, it

is a posting date of February 26, amount of 2500. If you

could, please, read what the description is here.

So I have a creditA . It is called Chase pay.

coAs1-1 & COASH, INC •
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1 card, a Chase credit card, that is under my name that

2 the company used for, say, Kathy Raiser our director of

3

4

5

administration, Josephine used, and we had some of our

field folks using, so for travel for some of the sales

And that has a $22,000 limit on it.f o l k s  a A n d  w e

6

7

8

9

10

would book a lot of expense.

So, again, if you go to QuickBooks, and you can

see expenses being paid by credit card, and the credit

card was 2040, we all know that was the name of the

credit card that we used to either book travel expense

11

12

13 c r e d i t  c a r d .

14 credit card.

15

for somebody that: needed to go somewhere, fuel expense,

you know, a payment to our domain site that required a

Anything like that, that was paid on the

And then at any time there was enough cash

or if the balance got too high on the credit card or

16 there was no credit limit I we were at our limit then weI

17

18

19

would make a payment: to Easy, Chase Easy Pay, just

online going into the Chase credit and make a payment

out of the Shadow bank account for al l  of those

20 expenses.

21

22

23

24

25

If you go to QuickBooks, and you will find the

expense item, all those expense reports were under my

name because it was my credit card, and it will show the

payments being made out of the bank account just by a

Chase pay, where we were paying the credit card down so

COASH & COASH, INC o
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1 that somebody could travel or we could buy something or

2

3

4 That credit card was only

5

make another payment.

But Chase pay is a credit card under my name

that has every transaction.

used for Shadow business.

6 personal business.

7 expenses on it.

8 reports I

9

10

11

It wasn't used for any

So everything listed there is Shadow

And it is submitted with expense

When you go to QuickBooks, you will see

expense reports and you will see all those line items,

you know, from $5 for Pay Pal for the rights to have Pay

Pal open, to a plane ticket for a salesperson, or for

12

13

Chevron gas for one of the sales guys to be putting gas

But t;hat's what we would use the credit card for.in.

14 Q. Did other employees have access to a physical

15 credit card

16 Yes.

17 Q with Chase?

18 A . Just one.

How many employees?

That would have been Kathy Reuser.

19

20

So Kathy, director of administration, had the credit

card locked in a box.

21

22

But she was authorized to give it

to Josephine and/or Kathy Baker, the accountant and

controller. If something online needed to be paid, you

23 know, any one of those services, like I mentioned, our

24 domain or our website had to be paid 130 bucks a month,

25 they would be authorized to use that credit card from

A .
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1 Kathy.

2

3

4

5

So not: all charges, I would say probably, you

know, less than 20 percent of the charges were ever done

by me personally. They were mostly done by Kathy, who

was running the business and had the credit card and

6

7

making payments and managing where we had credit allowed

to use for credit card payments .

8 Q. why did you have a credit card in your personal

9

10

name as opposed to having one for the business?

We had one, American Express, with the business.A .

11

12

13

14

15

16

with our judgment with Brent Tunnels and our D&B score

went down so low, we couldn't get a -- American Express

cancelled our credit card which we were using. And you

can, again, if you lock at QuickBooks back into 2010,

2011, we had a business account credit card with

American Express. And we were cancelled. And the only

17

18

other  opt ion for ,  you know,  there i s  just  a  need for

credi t cards to run a business,  and the only option was

19 mine .

20 Q.

21

22 Transfer amount is $50,000 I

23 Do you

24

I would like you to please take a look at, this

is a copy of an outgoing wire transfer from Shadow

Beverages to L&L Partnership.

dated January 17th, 2014. It is Bates ACC 7736.

recall what that amount is for?

25 Yeah . I actual ly remember this too wel l . YouA.
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1 saw earlier a check for $95,000 that I had put in at the

2 end of the year.

3 Yes .

4

5

6

7

8

9

10

11

12

13

And I basically out of this business account was

using some credit at that account at Platte Valley Bank

in Torrington. And I put the $95,000 in. And when we

got some funding in or receivables, whatever it was,

that loan amount needed to be paid back. So we made a

payment of 50 grand back at L&L Partnership at the

Platte Valley Bank in Wyoming as quickly as possible.

95,000 was a lot for me to just cover on my own

for a period of time. I had to use the line of credit

at the bank that I had.

14

15

16

17

18

19

20 A .

21

22

23

Q. Okay. The next check I would like you to please

take a look at is a check dated January 27th -- I am

sorry, the posting date is January 27th, 2014 -- for a

check written by Shadow Beverages on January 23rd, 2014 to

L&L Par ownership for $50,000. The Bates is ACC 7760.

you could, please, explain what that check is for.

Based on the dates you gave, which would match

this, this paid back the $95,000, plus the having to

leverage my line of credit for the 95,000. So this

100,000 covered that loan amount.

24

25

And, again, you would see that in QuickBooks it

would show the $95,000 paid and $5,000 was the cost of

COASH & COASH, INC I
www.coashandcoash.com
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1 money o

2

3

4

So it would be under partial interest that we

had to pay to the bank and then the processing of the

it was very similar to a home equity loan that I had to

process to borrow the money.

5 The next check I would like to ask you about is a

6 check to L. George Martinez. It is dated June 7th, 20113I

7 from Shadow Beverages and Snacks . It is Bates ACC 7135.

8

9

If you could, please, read for me what the check memo says

Again, I would need a magnifying glass; maybe you

are able to read it .

there .

10

11 A. So this i t a return of another

12

, was

In the memo says Q1-2013 interest and

13 So it was money

Looked14

15

yep.

deposit I made.

notes paid of  l oK pr inc ipal  amount.

that I put into the company to cover something.

I  am not  sure at  th i s  t ime. I t  was wr i t ten

16

17

right back to me, so I am not sure i f I put it; back into

the L&L Par ownership account. But it was for 10 grand

18 So it could have been any

19

that I loaned the company.

one of those other checks that you showed as deposi ts

20 And that was just to pay back.

21

being made.

Q. Thank you.

22 A.

Okay .

Uh-huh 1

23 Were there any other

24 A. And that was a little bit of .-- that's the

25 definition of bootstrap .

cAsH & COASH, INC •
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1 Yeah .

2 A . And I know that term came out

3 in Wyoming. We were moving

4

5

6 pay those loans back.

So, I am sorry.

That was bootstrapping.

money from my personal business to my personal account

into Shadow to cover it until we had enough revenue to

And it was money I was moving

7

8

around to handle, to keep the business going.

On  the  F i rs t  F i de l i t y  account ,  bes i des  f orQ

9 yoursel f ,  were there any other authori zed s igners?

10 A . Yes.

11

12

13

14

That actually, from inception with first

Fidelity and Rick Baker, that relationship came about

through Ryan Weissmueller, who, if you go back through

the records of the company, was the CFO at inception.

And Ryan knew Rick, and they had done some other local

15 business.

16 So he went to Fi rst Fidel i ty and Community Bank,

17 tha t  I  had  no  re la t ionsh ip  w i th  here .

18

So Ryan at one

And then you would go

1 9

20 We

21

22

point was the only signer.

through the bank records of cards, you know, Sam Jones

was a signer at one point, Richard Amrozowicz.

brought in a CFO, Bob Korte, who we spoke about last

time on record, from CKS Financial . He took over the

23 bank account, I would say, through '13, end of '13

24 through ' 14 I which is just controls needed and me

25 f i nanc i ng  i t . We took everybody off but me . And then I

Q.
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1

2

3

think the controller, Josephine, at one time had

authorization for signing checks. But as we got towards

the end, and I know ' 14, the only signature authorized

4

5

was me managing the funds .

Would that also be the same with respect to theQ.

6

7

Well s Fargo accounts ?

Yes .A . But to be clear, so for signature cards on

8

9

10

a check ,  for  w i r i ng i nst ruct i ons  or  w i r i ng,  mov ing

money, Josephine, our control l er,  had authori zat ion wi th

Kathy Rei ter.

11

12

13

So we could only move money when there

were two accounts plugged in. So we had the Wells Fargo

kind of online setup where we could deposit checks right

there at the of f ice through the scanner. And we had to

14 have two codes to wire money. And we could move money

15

16

17

or spend money by Josephine using her code and Kathy

using her code at the computer at the same time. So

that would authorize a wire . I also had a code butI

18

19

primari ly the wires happened between those two at the

o f f i c e  a l l  t h e  t i me . So they a l so had author i zat i on for

20

21

money to move, to answer the question, versus just the

signature on the check.

22 MR. BELIAK : Okay . T h a n k  yo u . I  t h i n k  t h a t ' s

23 a l l  t h e  q u e s t i o n s  I  h a v e .

24

25

COASH & COASH, INC |
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FURTHER EXAMINAT I ON

2 B Y  M R .  K I T C H I N

Q Daryl DeM;Lllo, was the money he gave

to Shadow an investment from him?

A few more

I t was a term loan

Was he expecting to make a return from the

7 l o a n

a  p r o f i t

T h a n k  y o u

12 We saw some board minutes from 2013 and 2014

1 3 Before then

14

15

about updating the board on capital raising.

was the board always receiving updates about the company' s

fundraising efforts?

18

I would say when, you know, third and

fourth quarter of '11, we had the capital infusion from

And we had their loan, the loan in place

we entered into 2012 when the capital wasn't that big of

S p y g l a s s  l S o

a  d e a l R i g h t ?

22 We had

23 And

24

We were looking for the growing business

had built: up formulas We had built up brands

done that, what we referred to as development work.

that' s what we used a lot of money from the Spyglass

It was all development work. And as theinvestment

COASH & COASH, INC
www.coashandcoash.com

602-258-1440
Phoenix, AZ
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1

2

3

4

business started to grow and we star Ted to get

additional business like Sys co, additional Pepsi

distributors on board bike Pepsi co in the north, in the

northwest, then operating and working capital became an

And that's when we started to focus on that inissue

we kind of bridged from the company

7

8

9

10

13 and going

where it started, you know, when we put a million

dollars in, a couple guys, everybody put some money in

and then we took the next step to a larger raise when we

And that is the

11

valued Shadow at $40 million.

investments the Pepsi folks made based on that

12 investment rate or valuation rate We were now moving

14

15

to the next; step, which was now we needed operating

capital We had finished the development work We

raised the money for the development work and now we are

16

17

18

19

20

21

22

looking for operating capital

And that argument became with the board, like

any company that' s growing, does operating capital

should it come from equity or should it come from debt

And, you know, business and financial people give you

all kinds of different answers where that operating

So we always had shareholders

23

24

25

capital should come from

that did not want to dilute the company any more from an

equity standpoint and we had board members that said we

had to go find a debt solution versus an equity capital

COASH Sc COASH, INC
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1 solution .

2

3 board minutes. The board

4

5

6

7

8

So that's why that discussion you see in the

Those things were ongoing.

knew what we were trying to accomplish. We were a

little bit between is it equity, is it debt, what is the

right thing to do, will debt, a bridge of debt get us to

the next equity component. And, again, that' s what we

believe we executed.

9

10

11

12

13

14

We had, though we were late and we communicated

that we could not make some payments in time because the

equity component didn't really come until we finalized

this deal with Mix l, when we finalized the deal with

Mix 1 for $12.2 million on just the asset of No Fear

itself, that's when we believed now we have been able to

15 get the equity side to clear all the debt that the

16 company owed.

17 And then that' s when you get into, and I think

18

19

20

21

last time we spoke, the transaction agreement between

Mix 1 and Shadow and how that was put together and how

that would relieve all the debt owed by everybody over

And the $1.5 million in

22

23

24

25

to everybody from Shadow.

parables, which is a lot of this 50,000, you know,

100,000 in production capital that we needed, and then

the rest of the transaction at Mix 1 was designed to be

in stocks so that an equity holder in a private company

COASH & COASH, INC.
www.coashandcoash.com
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1

2

received public shares of a public company, even though

it had a six-month hold on it. Then it gave them

3

4

5

6

7

liquidity that they, everybody wants in an investment

depending on what your personal situation is, but we

felt all those benefits in that transaction gave them

liquidity and also allowed us to take care of all the

debt at the same time .

8 Last month we looked at some notes made to

9

Q.

individuals in 2009 and 'lo and '11, Was the board aware

10 o f those notes at the time?

1 1 Y e a h ,  b e c a u s e  t h e  b o a r d  w a s  a w a r e  t h a t  t h o s e

12

1 3

early notes were all paid off with the investment of

Spyglass. S o  w h e n  S p y g l a s s  m a d e  t h e i r  i n v e s t m e n t , t h e y

1 4

15 And

16

17 referred to.

18

came in and, of course, through due diligence and

looking at all our records, they saw all our debt .

the debt referred to all those notes that you just

So they knew that the equity coming in

was, there was a portion that had to relieve us from

19 debt and then there was a portion that was going to be

20

21

22

development capital .

So when I talk about that, you know, equity

coming in, it was, it had to do both. It relieved uh of

23

24

some early debt that we had and then it; provided us the

development capital to continue to work on the brands we

25 were working on.

cAsH & COASH, INC .
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1

2

Q. Could you also provide or Shadow provide the

checks and bank statements that would document for us the

3

4

note holders paid from Spyglass in 2011, just so we can

confirm those?

5

6

7 For some of those

8

9

You mentioned capital, when Spyglass Capital got

the money, you were then able to pay off all the

outstanding note holders at that point.

we actually have the payment record, but for some we

Is it possible for you to find the bank statements

10 that would show us those payment records just so we can

11 confirm?

12 A.

13

Oh, absolutely.

to it in two different ways.

I mean, one -- we could refer

Bank statements would show

14 that . Our balance sheet and tax filings of what our

15 assets and debts were with Henry & Horne would all show

And those files are all16 that .

17 So all those documents absolutely

18

That's on QuickBooks.

saved and preserved.

can be produced.

19 Okay, thanks. Because I think we don't have them

20

Q.

back that f Ar currently.

21 A . Because

22 Q. I don't think we asked for them.

23 A . So without

24

25

Right, because you asked for ' 13 .

trying to overload you with 80 boxes of stuff that we

brought over the first time, yeah, easy enough to get

COASH & COASH, INC.
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1 those documents all recorded.I

2

And, again, the best

source of information is QuickBooks, but the bank

3

4

5

statements and everything is there.

MR. KITCHIN: The bank statements would help

just so we have some third party's documentation of it.

6

7

Mike, do you have any questions?

MR. BROKAW: I do not I

8 BY MR. KITCHIN:

9

10

12 You don't

13 have to.

14

15 No .

16

17

18

19

Q. So at the end typically your attorney would be

able to ask you questions to clarify or add anything.

Since you don't have one, you are free to speak free form

if you think you need to clarify or something.

There is no pressure to. I am just letting you

know you have an opportunity if you want.

I think, you know, where the company is

today, you know, and the inquiry on compliance and, you

know, were we doing the right things, you know, the

inquiry is really predicated on timing in my opinion.

Right?

20

Because -- and rightfully so.

We did a deal and we told everybody. And again,

21

22 The settlement

23

24

25

we looked at some settlement agreements that we had

already put together  that  as  o f  Apr i l l .

agreements were al l  going to be i n  p l ace and  a l l

c red i tors  had the r i ghts  to, you know, the asset or the

ei ther stock or cash that we received from Mix 1.

COASH & COASH, INC ,
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1

2

3 cash side or stock side.

Where things continued to go wrong was Mix 1 has

still today not finalized the transaction agreement on a

So that has caused us even

4 more issues.

5

6

7

8

9

10

11

Right?

So we got a group of creditors that have also,

you know, pushed for involuntary. We are working

through that now. And Mix 1, while the relationship is

still f fairly good, we talk about what is going on and

their funding and their attempt to sell and merge with

another public company. That would add value to the

stock and provide them some cash to finish the

12 transaction. You know, we are in hopes and we have been

13

14

15

in hopes that, you know, in 30 days we could have

everybody completely covered off because Mix 1 comes to

us and says, okay,

16

17 You and I

18 have talked about that . The bank

19

20

21

22 So

23

24

we got our money, now I can pay you

for what you gave us, right, which is our asset.

And Shadow today is an empty shell.

We are not operating.

account has been at zero for eight months. Things like,

you know, the domain and websites and other licenses I

have been paying out of my own pocket to keep the shell

running, or else it would have all collapsed by now.

I have been paying that out of my own pocket . But our

Wells Fargo and all the other banks there are no
I

25 transactions. We are not paying anybody. We don't have

COASH & COASH, INC •
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1 any source of revenue• So it has been zeroed out and it

2

3

4

5

has been that way since April 1.

So everything that you received was through

March 31st, I believe is what you asked for.

That sounds right.Q.

6 And that was really the end of all transactions

7

8

So moving forward, we haven' t: paid anybody

because we haven't collected the money. We have small

9

10

transactions going on, just; stuff that I have been

paying. And it is, you know, a few thousand to keep the

business name and domain and websites and licenses and

12

13

all those things in order. And, you know, we have a

meeting, official meeting with the trustee tomorrow, or

14 I do.

15

16 documents.

17 I reached out to the trustee

18

19

They have given us 28 days to provide some

As of Friday we got notice that there has

been a trustee assigned.

on Monday and said why wait 28 days, we should start

now, I need to know what you need and I can bring

20 So

21

anything you need and we can start the work now.

Maureen is the trustee . And we meet tomorrow for the

22 first time.

23

And we will be producing all these

documents and our schedules for the court .

24 And we have involved the Mix 1 folks because

25 they are going to be part of it because they, they are

COASI-I & COASH, INC •
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1

2

the big receivable on the other side of the ledger to

take care of all the debt on the let t side of the

3

4

5

6

ledger. And once that receivable is completed, then we

will be able to, you know, handle all the debt and

creditors based on, you know, a lot of documents we

reviewed today and others that we haven't.

7 But you have documentation of what all those

8

9 It is going to be kind of a

10

11

parables are and what those schedules would look like.

Nothing is going to change.

repeat of everything we produced for you to the court.

It is what it is. Right?

12

13 I

14

And thank you for your time . And, you know,

from the very beginning, thanks for your patience .

know it is -- we started these discussions, I think, in

15

16

17

18

19

June maybe when you and I first started getting on the

phone and saying, hey, we need to sit down. And, you

know, you have been very understanding what we are going

through and allowing us time and, you know, flexibility

and reschedule and come in and handle this. S o I

20

21

appreciate that

Q. Sure .

22

23

24 S o I

25 respect your positions and what you guys do .

Thank you all for your time and effort.

Everybody has a busy schedule . This is important and it

is critical that things are done the right way.

And we
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1 feel that, you know, we have the end in sight .

2 And then we will get everything

3

just not here yet .

handled.

4 MR. KITCHIN: Thank you.

5 We can go off the record.

6

7

(The examination under oath was concluded at

11:55 a.m.)

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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1 STATE OF ARIZONA
COUNTY OF MARICOPA

)
)

2

3

4

5

6

BE IT KNOWN that the foregoing proceedings were
taken before me; that the witness before testifying was
duly sworn by me to testify to the whole truth; that the
foregoing pages are a full, true, and accurate record of
the proceedings all done to the best of my skill and
ability; that the proceedings were taken down by me in
shorthand and thereafter reduced to print under my
direction.

7

8
I CERTIFY that I am in no way related to any of

the parties hereto nor am I in any way interested in the
outcome hereof.

9

10
[ ]
[ ]
[X]

Review and signature was requested.
Review and signature was waived.
Review and signature was not required.

11

12

13

I CERTIFY that I have complied with the ethical
obligations set forth in ACJA 7-206(F) (3) and ACJA 7-206
(J) (1) (g) (1) and (2) . Dated at Phoenix, Arizona,
this 14th day of December, 2015 .

14

8.815

16

17

Colette E. -Ross"
Certified Reporter

Arizona CR No. 50658

18 Inc. , has complied
in ACJA 7-206

19

I CERTIFY that Coach & Coach,
with the ethical obligations set forth
(J) (1) (g) (1) through (6) .

20

21

22

23

24

25

CEASH Sc cAsH,̀  INC...
Registered Reporting Firm

Arizona RRF No. R1036

cAsH & COASH, INC.
www. coashandcoash . com

602-258-1440
Phoenix, AZ
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Ch¢ck: 0 Amount: $50,000.00 Date: 1/14/2011
Run: 95, Batch: 3, Seq: 119, Source: History

Check: 13507 Amount: $77.46 Date: 1/14/2011
Run: 95, Batch: 3, Seq: 120, Swrcet History

Check: 13507 Amount: $77.46 Dale: 1/14/2011
Run: 95 Batch' 3, Seq: 120, Source: Hlstor
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May 1,2014

Re: Amendment to Loan Agreement

Recltalsz

1. ShadoW Beverages and Snacks,LLC ("Maker") enteredintoa Loan Agreement datedDecember6, 2013 with
Catherine Leven andDon Johnson (Ravensteed Enterprises, LLC) ("Holder")In the amount of $25,000.00

2. The Loan Agreement had a maturity date of around March 1, 2014.

3. No principal has been paid on the Loan Agreement and the entire $25,000.00 remains outstanding.

No Interest has beenpaid and the entire interest amountof $5,000.00 remains outstanding.

s. Maker and Holder agreed to extend theoutstanding principal of $2s,000.00 and Interestof $5,000.00 to the
Maturity Date of May 1, 2014.

s. Now, Makerand Holdernow desireto extend theprincipal of $25,000 and the Interestdue of $11,000 toAugust
31, 2014.

Therefore:

The Maturity Date is revised to August 31, 2014.

2. Additional Interest In the amount of $6,000.00 will be paid at Maturity Date.

3. In addition to the Interest earnedon the principal amount as stated in this agreement, the lender willreceive

warrants for this agreement. Warrants granted to the lender will be 10,000 shares at price of $4.20 per share.

Warrants will havea 5 year exercise period.

4.

5.

Total amountdue at maturity date Is $43,200.00 to satisfy principal and Interest.

All other provisions ofjhe}oan Agreement dated December 6, 2013 shall remain unchanged.

MAKER I

259 I
George Martinez, President

Shadow Beverages and Snacks, LLC, an Arizona Limited Liability Company

HOLDER:

(`~¢
%4~

>'
EXHIBIT

4650 E. Cotton Center Blvd.Ste.240 Phoenix, AZ85040 I $34A I

By:

4.
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Shadow was founded in 2008 by George Martinez and Sam Jones, Beverage Executives with
broad experience from the Pepsi System. The vision since inception has been to be an
accelerator of beverage and snack products in the "Better for You" and nutritional categories.

Shadow, headquartered in Phoenix, AZ, has built a base infrastructure to support brand
incubation and growth through its network of distributors across the country. While having a
firm belief that the optimal go-to-market method is direct store delivery (DSD), they have
incorporated a direct to retailer (DTR) alterative to establish a hybrid distribution model. The
direct delivery method is driven by national retailers and allows for national distribution quickly
by utilizing retailer's warehouse delivery systems.

As the initial portfolio of brands was being developed, Shadow began the process of identifying
and attracting experienced beverage experts from across all functional disciplines. Today the
organization has 30 employees and a leadership team with a combined 300 years of beverage
experience.

The Shadow brand portfolio competes effectively in four categories with a combined industry
scale of approximately $17 billion in sales. The categories are large, growing and filled with
continuous innovation that will enable a pipeline of growth for years to come. The categories
include Sports Nutrition, Enhanced Water, Protein Nutrition and Energy.

THE MARKETPLACE

The U.S. Liquid Refreshment Beverage (LRB) industry is the largest and one of the most vibrant
consumer products goods industries with annual volume of 10 billion cases and retail revenue of
$75 billion. The industry is comprised of Carbonated Soft Drinks (CSD) which represents 35%
of industry revenue and Non-Carbonated Beverages G\ICB) which total 65% of the industry.
Over recent years, the NCB business has seen consistent 4-6% growth while CSD's have been
down (3%-5%). Total industry revenues have been growing in the 3-4% range.

The NCB business is made up of several categories including Energy, Sports, Enhanced Water,
Protein and Tea beverages. Aside from the Sports category, these categories have developed and
have rapidly grown over the past 10 years. The immergence of these categories has been fueled
by consumers transitioning out of CSD's and into these more functional beverage categories that
provide a greater variety of beverage benefits. These key categories provide the opportunity for
new and emerging brands. Shadow has built a portfolio of brands that target the opportunity of
two percent in each of these growing categories.
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The Energy category is growing rapidly, la%  YTD 2012, and is the second largest LRB
category at $10 billion. Key competitors in the category include Monster Beverages, Rockstar,
PepsiCo and Red Bull. Growth will be fueled by consumers who continue to transition out of
CSD's as they seek alternative beverages driven by category innovation.

The Sports category has been the leading functional beverage category in the industry with total
revenue of $4.6 billion and growing 7% in 2012. Key competitors include category leader
Gatorade (PEP) and PowerAde (KO). Continued consumer health and wellness trends will
deliver category expansion in the mid-single digits.

The Enhanced Water category has rapidly developed over the past 10 years growing to $2.1
billion in revenue with 2012 YTD growth of 3%. Key competitors include Vitamin Water (KO)
and Sobe Life Water (PEP). Category growth will be robust behind functional innovation, flavor
expansion and reduced calorie offerings.

The Protein category is experiencing rapid growth driven by health and wellness trends and the
consumer adoption of the Protein category. Over the past five years, the category has grown to
$0.7 billion in revenue and 2012 growth rates are exceeding 25%. The major competitor in the
category is Muscle Milk (CytoSport). Category growth will continue in the 20% range driven by
multiple new entries and continued household penetration.

OUR BRAND STRATEGY

Products exist to expand choice, brands exist to simplify choice. Shadow has developed brands
through licensing agreements that support the consumer choice and what it stands for. The
strategy involves a clear understanding of how brands and categories create opportunity.
Duplication in categories is abundant and leads to failure. Finding the opportunity within the
category that speaks to consumers understanding and confidence delivers results.

2
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Shadow's portfolio of products target the emerging and evolving categories of non-alcoholic
beverages. The focus is on growth and innovation through white space opportunities and
functionality. Shadow's brands exist in high growth categories and leverage the consumer
demand for health, nutrition and functional ingredients. Our brands are delivering incremental
volume and margin growth for our distributors while enhancing category margins for customers.
That win~win formula provides Shadow with volume, revenue and industry level gross profit.

OUR BRAND STORY TODAY

The GNC Beverages participate within segments of growing categories that provide consumers
with a point of difference. Superior functionality is a segment that has no competition and one
that consumers understand. The GNC brand holds the trust and credibility of consumers in the
nutritional space. Category and brand strategies build successful products.

Once the opportunity in the category is identified, a brand is needed to speak to the consumer.
Brand and category relevance are the ultimate combination. Existing brands that are trusted,
credible and understood can leverage the opportunity.

GNC BEVERAGES
.'bi'

E

*

¢snc<§nc

. ,u

~.

Categories - Sport Nutrition, Nutririotml Water, and Protein Nutrition
Consumer Positioning - Nutrition Based, Perfbrmunce Driven
Brand Performance Drivers - Q`0nsumer 'I`ru.vred, Credibility in Nutrition

Five-year licensing agreement with five-year renewal based on performance
Agreement includes rights to all RTD's categories for further expansion
InterBev "Best Functional Beverage of the Year" Award in October 2012

3



NO FEAR ENERGY

b.4
iTs AN M'r1'rvnE

iTs A LIFESWYLE
ITS A arm <»F MIND

Category - Em'rg.1' Drinks
Consumer Positioning - Yuullqfiil and Super .4ggressivc'
Brand Performance Drivers - lirplnding (.'aregnr.r and Munster l"iglM'r

Ten-year licensing agreement with brand owner, IBML
Rights to develop other RTD categories
Trademark is expanding in mainstream apparel retailers under IBML
Previously a multi-million case brand in the Pepsi System

WheyUP PROTEIN one

Category -  I"uu' r llu.v¢'d l'r0I<'i/1
Consumer Positioning - Serious uh:/uf l"ifm'.v.v um/ llcwlr/1 l'h(.'u.\('
Brand Performance Drivers - (l`rm1him'.v l:lm'rg\' and Prniein Cc1rcg0 rl' Grmrllz

Acquired Trademark and formula in 201 l
Water based product / new segment in the protein category
Fitness focused / pre-loading protein prior to a workout

MOR
19" =ol8 No sugar. No caffeine.

mar taste.

Category - Sparkling Eliluuiccd Walter
Consumer positioning - Healthy ( `a\rlml\a\tcd Beverage with Functionality
Brand Performance Drivers - ABA (Tonipliant / ESDp Tcrlificaltion

JV agreement with mar Beverages Company
Distribution agreement with Pepsi Beverages Company
Functional beverage with a focus on the education, health and business channels

4
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Categories - .'\1('uI .S`nu<'k.v, .S`nl£'k.\ and Kites
Consum er posi t i on i ng - Hl luc'  l ' r ic¢' r/  /  Dual lmpulvc'  ; \ l¢' r¢. 'hu/1di .vin_: ;
B r a n d  P e r f o r m a n c e D r i v e r s -  B n t r l c r l"ncu.v¢'zI, 1.¢ ' \ ' v rug( '  I ) i v t r ihu l inn l ' urmer.v/z ip

JV agreement I20% equity with performance
Independent Pepsi Bottlers distribution agreement
Currently under name change
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C a te g o ry -  l l u n g u v e r  R e l i f g `
Consum er  pos i t i on i ng -  Lw.vtyle  and Wel lness
B r a n d  P e r f o r m a n c e  D r i v e r s  - .Vow (.`ur¢'gnr1= with Reta i l er  l lm ' r¢ ' s f

JV  agreement  /  20%  equ i t y  w i t h  per f o rmance
Launch marke t s  o f  Phoen i x ,  Las  Vegas,  M iam i  and Savannah
Food Serv i ce  and Reta i l  channe l  oppor tun i t y

INNOVATION PIPELINE

Shadow i s  current l y  i n  d i scuss ions w i t h  o ther  b rands t ha t  a re  l ead ing t he  deve lopment  o f  "Bet te r
f o r  You  P roduc t s " .  L i s t ed  be l ow  a re  b rands  as  p r i o r i t i zed  f o r  2014 :

l . \ ' IP I -ZRI . -x l .  l 'R0 ' l ' l ~1 lNS:  The [PRO process produces an equa l  amount  o f  Super ju i ce  -
o n e  g a l l o n  o f  S u p e rJu i ce  p e r  o n e  p o u n d  o f  f l o u r .  T h i s  j u i ce  i s  a n  i d e a l  1 0 0 %  a l l - n a t u ra l  d r i n k
s u p p l e m e n t .  T h i s  j u i c e  m a y  b e  q u i c k l y  i n c l u d e d  i n  o n e  o f  o u r  c u r r e n t  b r a n d s  a n d / o r  h a s  t h e
potent ia l  to  create a brand of  i t s  own.

P O I ' A L l .  N A l . l T I < . \ l .  S O D A :  T h e  P O P  b r a n d  l e v e r a g e s  t h e  p o w e r  o f  c e l e b r i t y  s o c i a l
n e t w o r k s  a n d  c o m m u n i c a t e s  t h e  g r e a t  t a s t i n g  a l l  n a t u r a l  s o f t - d r i n k  t o  a s p i r i n g  c o n s u m e r s .
Launch  m arke t s  i nc l ude  Los  A nge l es ,  N ew  Y o rk  and  M i am i .

. S H I - i R R l s l l :  A  b e v e r a g e  t h a t  l e v e r a g e s  t h e  a n t i - o x i d a n t  p o w e r  o f  t h e  M o n t m o r e n c y
C h e r r y . C u r r e n t l y  t h i s  b r a n d  i s  a u t h o r i z e d  b y  t h e  N F L ,  M L B  a n d  m a j o r  c o l l e g e s  f o r  t h e i r
a th le tes.  Shadow w i l l  t ake d i s t r i but i on to  major  re ta i l e rs  across the count ry .
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OUR CQMPANY STORY FOR ToMoRRow

We have assembled a seasoned management team and are setting the table for robust growth.
The future requires us to have clear functional platforms that together build a roadmap to
success. Our roadmap incorporates distinct strategies for manufacturing, sales and marketing,
distribution and customer service. Each platform requires strategic investments that work in
harmony to deliver the attached proforma.

MANUFACTURING

Our formulation for the GNC, No Fear, and WheyUP brands are proprietary to Shadow
Beverages and have been developed in conjunction with Wild Flavors, our flavor house supplier.
The mOt, Faveo and Smoke E. Bones brands are not proprietary, but each is owned on a
percentage basis with the founders, outside investors and Shadow Beverages. These Joint
Venture agreements require that the brands bring with them the needed capital for the first two
years of expenses and allow for Shadow to share in the profit margins.

Shadow uses co-packers to bottle and can their products and has entered into signed agreements
with each strategically selected co-packer. In turn, Shadow requires all co-packers to sign our
co-packer governance agreement which includes our production specification manual. This
manual is provided to each co-packer before the start of production and is used as the foundation
for our manufacturing relationship. Our agreements cover operating governance, tolling fees,
yield analysis, forecasts, product quality testing, indemnification and terms.

In order of priority, our manufacturing strategy is one that emphasizes quality first and then
prioritizes capability, capacity, location, cost and availability. Developing a network of co-
packers based on the sales and distribution of each brand plays an integral role. The
geographical alignment is necessary to deliver great customer service and minimize shipping
cost. There will be times when we deviate from this strategy, but will take place only if there is a
capacity issue for one of our portfolio drinks or a capability issue with one of our current co-
packers.

Utilizing a partners manufacturing, warehouse or purchasing power is also a Shadow strategy.
Key customers have manufacturing capacity that is underutilized and Shadow will take
advantage of that scenario. Generally, this will lead to lower tolling fees and improved customer
service. Some key partners have the ability to become "concentrate partners" versus just co-
packers, which becomes a strategic advantage to Shadow and the partner. Shadow then sells the
concentrate and the partner controls the entire manufacturing and purchasing process. This is
advantageous to Shadow as it reduces working capital requirements by 30% - 40% and reduces
raw material costs by tying into the partner's supply chain purchasing power.

Shadow has established a raw material supplier chain that partners with the top innovators in the
industry. Wild Flavors, Flavor Infusion, Graham Packaging, Ball Corp, Brooke and Whittle and
CSI are just a few of the partners where Shadow has developed great working relationships.

6



MARKETING APPROACH

The development of consumer trial and repeat are fundamental marketing deliverables for the
Shadow brands. Since these brands are new entries to key growth categories, our initial
marketing strategy calls for targeted grass roots programs, sampling, web and social media to
generate trial and develop repeat purchases that build consumer loyalty. The combination of
these activities will complement our ability to gain distribution, grow categories and build
volume and revenue f̀ or Shadow brands that can be invested in future brand development.

Grass Roots Marketing
• Sampling to targeted consumers at retail and events to develop trial
• Continuity programs that reward repeat purchases and loyalty
• Print advertising to educate targeted consumers

Web and Social Media
•

•

•

Brand.com Homepages for each Shadow brand
Facebook page for brand interaction by targeted consumers
Development of consumer data base

DISTRIBUTION AND CUSTOMERS

Distribution for Shadow Brands is a hybrid between Direct Store Delivery (DSD) and Direct to
Retailer (DTR). Brands may be one or the other, or a combination of both depending on the
consumer the brand is targeting.

There are current DSD distribution agreements in place with 18 independent Pepsi Bottlers and
Pepsi Beverages Company (a division of PepsiCo) for the No Fear, mar and Smoke E Bones
brands. A network of independent distributors compliments this group across the country and
their agreement may include the GNC and WheyUP brands. We will continue to expand our
DSD network to grow distribution and are currently in contract discussions with 15 distributors
that will grow our network in 2014.

Our current DTR agreements with national customers have secured shelf space for 2104 while
including promotional activity for each brand with each national retailer. Current national
retailers include:

SAFEWAYL
Ingredients for life..

Quikvwp

As 2014 approaches, we are in final distribution discussions with the following retailers for one
or more of the Shadow Beverages Brands:

C :)08l !hln:;-3
i-haw fw 1n

7 s /SCO:

Stop&Shop' TARGET

a asma
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INFRASTRUCTURE AND CUSTOMER SERVICE

Shadow currently distributes products in 24 states across the U.S. through its network of DSD
distributors. Within each distributor territory we support our brands with field sales personnel
dedicated to that distributor. They are involved with customer presentations, selling, and
execution with each distributor. They provide focus from the distributor on our brands. In
addition to the field sales teams, we have a national account team supporting distributors and
selling to all national retailers. Our sales reach is across all channels of business with a focus on
supporting our distributor partners. Included in the organization is the support of logistics,
supply chain, administration, and financial controls.

EXECUTIVE AND SENIOR MANAGEMENT TEAM

The Shadow management team has more than 300 combined years of cross functional
experience in the consumer products industry. The team is excited about the prospects for
growth and is committed to do what it takes to win in the face of tough competitors,
sophisticated customers, and an ever-evolving consumer dynamic. We have attracted industry
leaders that are hungry for an entrepreneurial opportunity and value our high risk, high reward
compensation approach. Running lean and rewarding for performance will allow us to develop a
talented management team without over investing in G & A.

Exec uHve Team

Eric Reinhard / CEO

Finance and Ad minisimtion Team

Doug Ionnarino / CFO - Consulkanl

28 years of  Beverage Finance Mcanogement

VP of Finance wit i ' l  P8G Mid-Atlantic BU

George Martinez Kclihy Reuse: /  Director of Adrninislrat icn

28 years, President of Pepsi Colo Bottlers Associoiion
Genera Manager of  Peps i  Bot t l ing Group

/  P res i den t .  COO

20 year Pepsi career
Spies,  Operot ioris  and Execut ive Leadership

EO years of  beverage soles and administrat ion
HR and Corporate Report i rmg experience

Bob Shafer / Chief Marketing Officer Josephine Dizon / Controller

28 years of Executive Leadership roles at Pepsi
VP of Morkefing and VP of Re'roil Soles ct PBG

24 years of  Control lership experience
mcmufcldruring, Tronsportction and Service lrwdusrries

Rick Peterson / SV? Capitol Acquisition

32 years in Consumer Product  and Beverage industry

Executive leadership c11 Pepsico, PBG and Sore Lee

Supply Chain and Monufucturing logistics Team
Richard Amrozowicz / VP of Supply Chain

25 year Pepsi career, Field, HQ and Intel experience

Operat ions, Logist ics, Soles, Morkeiing and Fir once

Al len Warner /  Direc tor of  Supply  Chain

Nat ional  Soles  and Dis t r ibut ion ManogemenlTeam
Bonnie Lowe / Division Vice President Easy

18 years  beverage sales  Not ional  Accouni level

• Called on Drug, Moss, Grocery for PepsiCo

Jef f Boucher / VP of National Soles

- 25 years  beverage knowledge/exper ience

Pepsi Nat ional Account Sales Leadership

Scott Pearce / Director of Naiioraal Sales
- 24 years  convenience s tore sales  and mgr.  exper ience

7-eleven Franchisee,  amps Field Market ing Mgr.

25 years of  Supply Chain moraogement

Monoged22 Pepsi facil it ies across mulf ipie s'ro*res

urTeam...Experienced, Knowledgeable, Nimble and Proven



THREE YEAR FINANCIAL PROJECTIONS

FINANCIAL RESULTS / PROJECTIONS (in thousands) with current brands :

Year 2012 2013 2014 2015 2016

Revenue
Expense
Net Profit

3,978
3,543

(3,387)

5,923
3,391

(1,568)

17,834
4,772

732

29,754
5,671
2,998

51,115
7,435
7,619

FINANCIAL PROJECTIONS (in thousands) with addition to PRO :

Year 2014 2015 _2016

Revenue
Expense
Net Profit

19,622
6,885

310

34,860
8,262
4,538

63,216
10,327
9,928

LONG-TERM AND EXIT STRATEGIES

Increase sales thru distribution and marketing of current brand portfolio, and/or increase
brands and leverage infrastructure to drive margin and revenue.

2. Sell one or multiple brands to companies that are looking for young emerging brands in
the beverage industry. Likely candidates are PepsiCo, Coca Cola, Dr Pepper Scrapple
Group, or Nestle. These companies today are looking for growing brands that offset
declines in their current portfolios.

3. Develop an IPO to create significant capital to compete as an independent beverage and
snack wholesaler.

1.
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Shadow was founded in 2008 by George Martinez and Sam Jones, Beverage Executives with
broad experience from the Pepsi System. The vision since inception has been to be an
accelerator of beverage and snack products in the "Better for You" and nutritional categories.

Shadow, headquartered in Phoenix, AZ, has built a base infrastructure to support brand
incubation and growth through its network of distributors across the country. While having a
firm belief that the optimal go-to-market method is direct store delivery (DSD), they have
incorporated a direct to retailer (DTR) alterative to establish a hybrid distribution model. The
direct delivery method is driven by national retailers and allows for national distribution quickly
by utilizing retailer's warehouse delivery systems.

As the initial portfolio of brands was being developed, Shadow began the process of identifying
and attracting experienced beverage experts from across all functional disciplines. Today the
organization has 30 employees and a leadership team with a combined 300 years of beverage
experience.

The Shadow brand portfolio competes effectively in four categories with a combined industry
scale of approximately $17 billion in sales. The categories are large, growing and filled with
continuous innovation that will enable a pipeline of growth for years to come. The categories
include Sports Nutrition, Enhanced Water, Protein Nutrition and Energy.

THE MARKETPLACE

The U.S. Liquid Refreshment Beverage (LRB) industry is the largest and one of the most vibrant
consumer products goods industries with annual volume of 10 billion cases and retail revenue of
$75 billion. The industry is comprised of Carbonated Soft Drinks (CSD) which represents 35%
of industry revenue and Non-Carbonated Beverages (NCB) which total 65% of the industry.
Over recent years, the NCB business has seen consistent 4-6% growth while CSD's have been
down (3%-5%). Total industry revenues have been growing in the 3-4% range.

The NCB business is made up of several categories including Energy, Sports, Enhanced Water,
Protein and Tea beverages. Aside from the Sports category, these categories have developed and
have rapidly grown over the past 10 years. The immergence of these categories has been fueled
by consumers transitioning out of CSD's and into these more functional beverage categories that
provide a greater variety of beverage benefits. These key categories provide the opportunity for
new and emerging brands. Shadow has built a portfolio of brands that target the opportunity of
two percent in each of these growing categories.
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The Energy category is growing rapidly, 19% YTD 2012, and is the second largest LRB
category at $10 billion. Key competitors in the category include Monster Beverages, Rockstar,
PepsiCo and Red Bull. Growth will be fueled by consumers who continue to transition out of
CSD's as they seek alternative beverages driven by category innovation.

The Sports category has been the leading functional beverage category in the industry with total
revenue of $4.6 billion and growing 7% in 2012. Key competitors include category leader
Gatorade (PEP) and PowerAde (KO). Continued consumer health and wellness trends will
deliver category expansion in the mid-single digits.

The Enhanced Water category has rapidly developed over the past 10 years growing to $2.1
billion in revenue with 2012 YTD growth of 3%. Key competitors include Vitamin Water (KO)
and Sobe Life Water (PEP). Category growth will be robust behind functional innovation, flavor
expansion and reduced calorie offerings.

The Protein category is experiencing rapid growth driven by health and wellness trends and the
consumer adoption of the Protein category. Over the past five years, the category has grown to
$0.7 billion in revenue and 2012 growth rates are exceeding 25%. The major competitor in the
category is Muscle Milk (CytoSport). Category growth will continue in the 20% range driven by
multiple new entries and continued household penetration.

OUR BRAND STRATEGY

Products exist to expand choice, brands exist to simplify choice. Shadow has developed brands
through licensing agreements that support the consumer choice and what it stands for. The
strategy involves a clear understanding of how brands and categories create opportunity.
Duplication in categories is abundant and leads to failure. Finding the opportunity within the
category that speaks to consumers understanding and confidence delivers results.

2



Q

9

Shadow's portfolio of products target the emerging and evolving categories of non-alcoholic
beverages. The focus is on growth and innovation through white space opportunities and
functionality. Shadow's brands exist in high growth categories and leverage the consumer
demand for health, nutrition and functional ingredients. Our brands are delivering incremental
volume and margin growth for our distributors while enhancing category margins for customers.
That win-win formula provides Shadow with volume, revenue and industry level gross profit.

OUR BRAND STORY TODAY

The GNC Beverages participate within segments of growing categories that provide consumers
with a point of difference. Superior functionality is a segment that has no competition and one
that consumers understand. The GNC brand holds the trust and credibility of consumers in the
nutritional space. Category and brand strategies build successful products.

Once the opportunity in the category is identified, a brand is needed to speak to the consumer.
Brand and category relevance are the ultimate combination. Existing brands that are trusted,
credible and understood can leverage the opportunity.

GNC BEVERAGES

in 5
so '

Consumer Positioning - N
Brand Performance Drivers

Categories - Sport Nutrition, Nufrifiomzl Wafer, and Protein Hutrifion
'u1riri0n Based, Performance Drinvsn

- Consumer Trusted, Credibili(v in Nutrition

Currently under discussion with GNC to continue agreement
Agreement includes rights to all RTD's categories for further expansion
InterBev "Best Functional Beverage of the Year" Award in October 2012

3
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WheyUP PROTEIN

NO FEAR ENERGY

Acquired Trademark and formula in 20] l
Water based product / new segment in the protein category
Fitness focused / pre-loading protein prior to a workout

Category - Vutvr Busgirl PmfeiI1

Consumer Positioning - .S̀ ¢*r'i0u.\' about I"iInc's.v and Ilctlllli l"n(..u.v¢'d
Brand Performance Drivers - (,`umbim'.v Frzvryv um/ I'rnf¢'in Cufvgurl' (nwwrlz

Ten-year licensing agreement with brand owner, IBML
Rights to develop other RTD categories
Trademark is expanding in mainstream apparel retailers under IBML
Previously a multi-million case brand in the Pepsi System

Category - "`rn'rgy Drinks
Consumer Positioning - Youth/id and Super .4ggre.vsiw»
Brand Performance Drivers - I-Ryrlmling Cutegorv and Monsieur Figlzfcr

I I88"IC No sugar. No caffeine.
mar taste.

0110

we AN ATTITUDE

irs A LIFESTYLE

irs A STAT? OF WMD

Category - Sparkling l&11\l\uI1eed Water
Consumer positioning - lleallthv (.81rhonalted Beverage with Functionality
Brand Performance Drivers - / .- )A ( :ertillicatinl\.=\li.=\ (Tonnplizlnt / l.sl)

JV agreement with mar Beverages Company
Distribution agreement with Pepsi Beverages Company
Functional beverage with a focus on the education, health and business channels

4

oho



I

HUNGRY MCGEE

Categories - _Heat Slmckv, .S'li¢'k.s' um/ /files
Consumer positioning - Vialuc ]'riLr¢'1l /Dual [rn/.>r11.w _Wvrzr/mmlising
Brand Performance Drivers - Bolrler I.}rcu.w>d, l.cwru.:;(' Divtrihution Purlnenvllip

•

•

•

JV agreement
Independent Pepsi Bottlers distribution agreement
DTR broker agreement

Ly I r

B .
MUM?

/'

A 'M' l
'¢;rl!Pfr.:.

& » w e

a»=( x
'WM PM.".

a%w»

_s

FAVEO ov@828j,8-.j
Wt

-...._;,

Lr

"-n 1
1.1;

"":.;1.°
'IJ | - . . - " ' v  » . ; " _ ,:.`:

Category - Ilangnvcr Rvliv/"
Consumer positioning - l.i/2'sf.rle and I42>IIues.v
Brand Performance Drivers - .\'1»w (Tulegwrv with R<4uilcr lnr¢'r¢'.vr

JV agreement / 20% equity with performance
Launch markets of Phoenix and Las Vegas
Food Service and Retail channel opportunity

INNOVATION PIPELINE

Shadow is currently in discussions with other brands that are leading the development of "Better
f`or You Products". Listed below are brands as prioritized for 2014:

l.\lI'l'zRlAl. PROlll:INS: The PRO process produces an equal amount of SuperJuice -
one gallon of Superluice per one pound of flour. This juice is an ideal 100% all-natural drink
supplement. This juice may be quickly included in one of our current brands and/or has the
potential to create a brand of its own.

l ' ( ) P  A L l . N.\'lll.RAl. SOI).\: The POP brand leverages the power of celebrity social
networks and communicates the great tasting all natural soft-drink to aspiring consumers.
Launch markets include Los Angeles, New York and Miami.

.f lll..RRISlI: A beverage that leverages the anti-oxidant power of the Montmorency
Cherry. Currently this brand is authorized by the NFL, MLB and major colleges for their
athletes. Shadow will take distribution to major retailers across the country.

5
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OUR COMPANY STORY FOR TOMORROW

We have assembled a seasoned management team and are setting the table for robust growth.
The future requires us to have clear functional platforms that together build a roadmap to
success. Our roadmap incorporates distinct strategies for manufacturing, sales and marketing,
distribution and customer service. Each platform requires strategic investments that work in
harmony to deliver the attached proforma.

MANUFACTURING

Our formulation for the GNC, No Fear, and WheyUP brands are proprietary to Shadow
Beverages and have been developed in conjunction with Wild Flavors, our flavor house supplier.
The mar, Faveo and Hungry McGee brands are not proprietary, but each is owned on a
percentage basis with the founders, outside investors and Shadow Beverages. These Joint
Venture agreements require that the brands bring with them the needed capital for the first two
years of expenses and allow for Shadow to share in the profit margins.

Shadow uses co-packers to bottle and can their products and has entered into signed agreements
with each strategically selected co-packer. In turn, Shadow requires all co-packers to sign our
co-packer governance agreement which includes our production specification manual. This
manual is provided toeach co-packer before the start of production and is used as the foundation
for our manufacturing relationship. Our agreements cover operating governance, tolling fees,
yield analysis, forecasts, product quality testing, indemnification and terns.

In order of priority, our manufacturing strategy is one that emphasizes quality first and then
prioritizes capability, capacity, location, cost and availability. Developing a network of co-
packers based on the sales and distribution of each brand plays an integral role. The
geographical alignment is necessary to deliver great customer service and minimize shipping
cost. There will be times when we deviate from this strategy, but will take place only if there is a
capacity issue for one of our portfolio drinks or a capability issue with one of our current co-
packers.

Utilizing a partners manufacturing, warehouse or purchasing power is also a Shadow strategy.
Key customers have manufacturing capacity that is underutilized and Shadow will take
advantage of that scenario. Generally, this will lead to lower tolling fees and improved customer
service. Some key partners have the ability to become "concentrate partners" versus just co-
packers, which becomes a strategic advantage to Shadow and the partner. Shadow then sells the
concentrate and the partner controls the entire manufacturing and purchasing process. This is
advantageous to Shadow as it reduces working capital requirements by 30% - 40% and reduces
raw material costs by tying into the partner's supply chain purchasing power.

Shadow has established a raw material supplier chain that partners with the top innovators in the
industry. Wild Flavors, Flavor Infusion, Graham Packaging, Ball Corp, Brooke and Whittle and
CSI are just a few of the partners where Shadow has developed great working relationships.

6



MARKETING APPROACH

The development of consumer trial and repeat are fundamental marketing deliverables for the
Shadow brands. Since these brands are new entries to key growth categories, our initial
marketing strategy calls f`or targeted grass roots programs, sampling, web and social media to
generate trial and develop repeat purchases that build consumer loyalty. The combination of
these activities will complement our ability to gain distribution, grow categories and build
volume and revenue f̀ or Shadow brands that can be invested in future brand development.

Grass Roots Marketing
•

•

•

Sampling to targeted consumers at retail and events to develop trial
Continuity programs that reward repeat purchases and loyalty
Print advertising to educate targeted consumers

Web and Social Media
•

•

•

Brand.com Homepages for each Shadow brand
Facebook page for brand interaction by targeted consumers
Development of consumer data base

DISTRIBUTION AND CUSTOMERS

Distribution for Shadow Brands is a hybrid between Direct Store Delivery (DSD) and Direct to
Retailer (DTR). Brands may be one or the other, or a combination of both depending on the
consumer the brand is targeting.

There are current DSD distribution agreements in place with 18 independent Pepsi Bottlers and
Pepsi Beverages Company (a division of PepsiCo) for the No Fear, mar and Smoke E Bones
brands. A network of independent distributors compliments this group across the country and
their agreement may include the GNC and WheyUP brands. We will continue to expand our
DSD network to grow distribution and are currently in contract discussions with 15 distributors
that will grow our network in 2014.

Our current DTR agreements with national customers have secured shelf space for 2104 while
including promotional activity for each brand with each national retailer. Current national
retailers include:

SAFEWAY 1
Ingredients for life nnnnxsmz

ouiknip

As 2014 approaches, we are in final distribution discussions with the following retailers for one
or more of the Shadow Beverages Brands:

CUFJG U1n=q1
CL*-T'U f"r;m

waswing 7 S/scow
StopaShop' TARGET
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INFRASTRUCTURE AND CUSTOMER SERVICE

Shadow currently distributes products in 24 states across the U.S. through its network of DSD
distributors. Within each distributor territory we support our brands with field sales personnel
dedicated to that distributor. They are involved with customer presentations, selling, and
execution with each distributor, They provide focus from the distributor on our brands. In
addition to the field sales teams, we have a national account team supporting distributors and
selling to all national retailers. Our sales reach is across all channels of business with a focus on
supporting our distributor partners. Included in the organization is the support of logistics,
supply chain, administration, and financial controls.

EXECUTIVE AND SENIOR MANAGEMENT TEAM

The Shadow management team has more than 300 combined years of cross functional
experience in the consumer products industry. The team is excited about the prospects for
growth and is committed to do what it takes to win in the face of tough competitors,
sophisticated customers, and an ever-evolving consumer dynamic. We have attracted industry
leaders that are hungry for an entrepreneurial opportunity and value our high risk, high reward
compensation approach. Running lean and rewarding for performance will allow us to develop a
talented management team without over investing in G & A.

ExecutiveTeam

Eric Reinhard / CEO
Finance and Administration Team

Doug Ionnarino / CFO - Consultant
28 years, President of Pepsi Cole Bottlers Associciion

General Manager of Pepsi Bottling Group
28 years of Beverage Finorace Management

VP al Finance with PBG Mid-Atlantic BU
George Martinez / President?& COO Kathy Raise! / Director of Ad minislmlion

20 year Pepsi career
Soles, Operations and Executive Leodership

IO years of beverage scabies cm administration

HR and Corporcre Reporting experience
Bob Shafer / Chief Morkeiing Officer Josephine Dizon / Controller

28 years of Executive Leadership roles 0+ Pepsi
VP of Marketing and VP of Retail Soles 01 PBG

24 years of Controllership experience
Mclnufczcturing, TrcnspoNotion and Service industries

Rick Peterson / SVP Capital Acquisition

32 /ears in Consumer Product# and Beverage Indus%ry

Executive leadership at Pepsico, PBG and Sore Lee

National Spies and Distribution Management Team
Bonnie Lowe / Division Vice President# Easy

Supply Chain and Manufacturing Logistics Team
Richard Amrozowicz / VP of Supply Chain

18 years beverage shies Notiorrcl Accounrlevel

Called on Drug, Moss, Grocery for PepsiCo
25 year Pepsi career, Field, HQ and Intel experience
Opercfions, Logistics, soles, Marketing and Finance

Jeff Boucher / VP of Noiionol Sales Alien Warner / Director of Supply Chain
25 years beverage knowledge/experience

Pepsi National Accourxf Sales Leadership
25 years of Supply Chain management

Mcnoged 22 Pepsi tocHi'ties across multiple sfctes
Scoff Pearce / Director of National Soles

24 years convenience store soles and Mgmt. experience

7-eleven Frormchisee, amps Field Morketing Mgr.

9 ur Team...Experienced, Knowledgeable, Nimble and Proven

-11



THREE YEAR FINANCIAL PROJECTIONS

FINANCIAL RESULTS/ PROJECTIONS (in thousands) with current brands:

Yea r 2012 2013 2014 2015 2016

Revenue

COGS

Expense

Net Profit

3,978

3,822

3,543

(3,387)

5,923

4,100

3,391

(1,568)

13,209

7,484

2,9z1

3,023

23,235

13,372

3,378

6,715

28,034

16,156

3,642

8,478

FINACIAL PROJECTIONS (in thousands) with addition to PRO:

Yea r 2012 2013 2014 2015 2016

Revenue

COGS

Expense

Net Profit

13,707

7,584

3,021

3,223

34,860

19,521

4,880

10,459

93,216

42,961

10,327

39,928

LONG-TERM AND EXIT STRATEGIES

Increase sales thru distribution and marketing of current brand portfolio, and/or increase
brands and leverage infrastructure to drive margin and revenue.

2. Sell one or multiple brands to companies that are looking for young emerging brands in
the beverage industry. Likely candidates are PepsiCo, Coca Cola, Dr Pepper Scrapple
Group, or Nestle. These companies today are looking for growing brands that offset
declines in their current portfolios.

3. Develop an IPO to create significant capital to compete as an independent beverage and
snack wholesaler.

1.
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George Martinez

From:

Sent:

To:

Cc:

Subject:

Michelle Van Kilsdonk
Monday, March 03, 2014 4:16 PM
George Martinez
Kathy Reuser
Notice

Hi George,

I wanted to let you know that I just spoke with Kathy about my resignation from Shadow Beverages and Snacks effective

3/14/2014. This decision has been difficult for me to make. I am very grateful for the opportunity you gave me this last

year to be part of the Shadow team. Perhaps on Wednesday I can have a couple minutes of your time.

Thank you,

EXHIBIT
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George Martinez

From:
Sent:

Subject:

Darrell DeMeIlo <ddemello@scyfix.com>
Thursday, December 05, 2013 6:54 PM
George Martinez
catherine@marketaccessindia.net
Money for No Fear

George,

What time on Friday do you want to do this?

I was told by Kathy Reuser that your Controller had got the AMEX system set up.

Also Catherine will have to bring a personal check or is it preferable for her to bring a Banker's Check?

Have not had a call from either Priscilla or Gnoc today, other than the morning call with Priscilla, that I shared

with you.

Let me know.

Darrell

EXHIBIT
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George Martinez

From:

Sent:
To:

Cc:

Subject
Attachments:

Wilson, Sarah Ices <Sarah.Wilson@huschbiackwelI.com>
Thursday, December 05, 2013 3:58 PM
Kathy Reiser
George Martinez, Walters, Richard
RE: Shadow - Loan document update
SPH-2107114-1-Loan Agreement - Shadow Beverage (No Fear Production Short Term
Loan).DOC

Kathy,

A draft of the Loan Agreement based on the terms that you sent to Richard is attached for your review. Please let me
know if you have any changes or if there are any additional terms that we should include in the agreement.

Thanks,
Sarah

Sarah Ices Wilson
Attorney
Direct: 417.268.4018
Sarah.wilson@huschblackwell.com

From: Walters, Richard
Sent: Thursday, December 05, 2013 12:05 PM
To: 'Kathy Reuser'
Cc: George Martinez; Wilson, Sarah Ices
Subject: RE: Shadow - Loan document update

Hi Kathy, sorry I am on a conference call. We are working on the document and will get you a draft as soon as possible.

Richard E. Walters
Partner
Direct: 417.268.4065
Richard.walters@huschb!ackwell.com

From: Kathy Reiser [mailto:kathyr@shadowbev.com]
Sent: Thursday, December 05, 2013 12:02 PM
To: Walters, Richard
Cc: George Martinez
Subject: Shadow - Loan document update

EXH1BF

_03
Hi Richard,

I just left you a voicemail regarding the status of loan document needed based on the email I sent yesterday. In talking
with George today, he communicated that we have a couple parties that are ready to move on this.

Are you able to provide a version of this to me today?

Thank you,
J ..... '

Kathy Raiser
Director ofAdministration
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LOAN AGREEMENT

THIS LOAN AGREEMENT (this "Agreement") is made and entered into this day of
December, 2013, by and between SHADOW BEVERAGES AND SNACKS, LLC, an Arizona limited
liability company ("Borrower"), with an address of 4650 E. Cotton Center Blvd., Suite 240, Phoenix,
Arizona 85040,and , a _ ( "Lender"), with an address
of

l . The Loan and Promissory Note. Subject to the terms and conditions hereof; the Lender
agrees to extend a single advance loan to the Borrower in the principal amount of TWO HUNDRED
THOUSAND AND 00/100 DOLLARS ($200,000.00) (the "Loang7) The Loan shall be used by the
Borrower for the purposes as described in Section 2 of this Agreement. The Loan shall be evidenced by a
Promissory Note of the Borrower in a form mutually agreed upon by the parties.

2.
producing forty thousand (40,000) 12-count cases containing sixteen (16) ounce cans of No Fear energy
drinks (each a "Case"). Specifically, the Loan will be used for payment to Wild Flavor House Concentrate
for the brand concentrate required to produce fifty thousand (50,000) cases of product and for two (2)
twenty thousand (20,000) case production nuns by PNB Production. Borrower shall not use the proceeds of
the Loan for any other purpose without the advance written approval of Lender.

Use of Loan Proceeds. Borrower shall use the proceeds of the Loan for the sole purpose of

3. Loan Consideration. As consideration for the Loan, the Lender shall receive one dollar
($1.00) for each Case that Borrower sells until the Loan is repaid (the "Loan Consideration"). Borrower
shall pay the applicable Loan Consideration to Lender with each Loan Payment (as defined below).

4. Security Interest. As security for the Loan, the Borrower hereby assigns and grants to the
Lender a security interest in all of the Borrower's rights to the accounts receivable on the Cases until the
Loan is paid in full.

5. Loan and Loan Consideration Payments. Commencing two (2) weeks after Borrower's
initial receipt of proceeds from its sale of the Cases ("Sale Proceeds") Borrower shall begin repaying the
Loan and paying the Loan Consideration in bi-monthly installments as follows: (i) First, Borrower shall
pay to Lender the applicable Loan Consideration based on the number of Cases sold during the prior two
(2) weeks, and (ii) Second, Borrower shall pay to Lender an amount equal to the Sale Proceeds from the
prior two (2) weeks less the Loan Consideration paid. Borrower shall continue making such payments until
the Loan is paid in full.

6. Notice. All notices, requests, demands, claims and other communications hereunder shall
be in writing and sent by registered or certified mail, postage prepaid, addressed to the party intended to be
notified, at the addresses set forth above. Either party may, at any time, or from time to time, notify the
other in writing of a substitute address for that above set forth and, thereafter, notices shall be directed to
the substitute address. Notice given a.s aforesaid shall be sufficient service thereof and shall be deemed
given as of the day received, as evidenced by the return receipt of the registered or certified mail,

7. Miscellaneous. In all respects, including all matters of construction, validity and
performance, this Agreement shall be governed by, and construed and enforced in accordance with the
internal laws of the State of applicable to contracts made and performed in that state
(without regard to the choice of law or conflicts of law provisions thereof). This Agreement shall inure to
the benefit of and be binding upon the parties hereto, their respective successors and assigns. The
Borrower shall, upon the Lender's request, execute and deliver to the Lender such other doctnnents,
certificates, instruments and other writings and take such other actions as may be necessary or desirable in
order to consummate, implement or further validate the transactions contemplated by this Agreement.

SPH-2107114-1
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IN WITNESS WHEREOF, the parties hereto have caused this Loan Agreement to be duly
executed by their duly authorized officers the day and year first above written.

LENDER:

9

a

By:
Name:
Title:

BORROWER:

SHADOW BEVERAGES AND SNACKS, LLC,
an Arizona limited liability company

By:
Name:
Title:

2
SPH-21071 l4~1



large Martinez

Fr>m:
Sent:
To:
Subject:

Schmidt, Gordon w. <GSchmidt@mcguirewoods.com>
Friday, February 14, 2014 8:08 AM
George Martinez
GNC

George,

I know we have traded emails and attempted phone calls over the past few weeks but we have not spoken in
while. GNC is still willing to amicably resolve the outstanding debt on the following basis

Shadow Beverages promptly pays GNC $400,000, then GNC will forego the remaining $1,000,000 on the judgment it has
against Shadow Beverages and it will have the court docket so reflect. GNC is not interested in the recipes or formulas
that Shadow Beverages has developed and it has no objection if Shadow Beverages sells the formulas or recipes to
others.

Please let me know that this is acceptable and when GNC can expect to receive a bank check. In the alternative, GNC
will proceed to collect on the judgment through the legal process.

If you have decided to retain an attorney, please have him or her contact me

I hope this resolves amicably.

Regards,
Gordon

Gordon w. Schmidt, Esq.
McGuireWoods LLP
625 Liberty Avenue, 23rd Floor
Pittsburgh, PA 15222
412.667.7946 (Direct Line)
412.667.7955 (Fax)
gschmidt@mcquirewoods.com
www.mcguirewoods,com

This e-mail may contain conhdenfia/ or privileged information. If you are not the intended recipient, please advise by return e~mail and delete immediately without
reading or forwarding to others.
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vor9e Martinez

From:

Sent:
To:

Cc:

Subject:

Tom Dowd <Tom-Dowd@gnc~hq.com>

Tuesday, November 19, 2013 1:26 PM

George Martinez

Rob Schwartz, Beth Johns; Michael Ford
RE: Information

George I

I am going to follow the lead of IMG and watch as this plays out.

Good luck to you and the Shadow team and I'm sorry and upset this did not work out for many
reasons.

Tom

Tom-Dowd@GNC-HQ.com~
Executive Vice President, Chief Merchandising Officer 84
General Manager
Shop @ Over 7700 Worldwide Locations & @ GNC.Com
Office # 412-288-4623
'Business has only two basic functions-marketing and innovation."
PeterDrucker

"i take responsibility to provide outstanding customer service and l take pride in exceeding my customer's
expectations. l will take every opportunity to fulfill their needs and to help them live a better life with GNC."
This email may contain confidential, proprietary, or trade secret information belonging to GNC. Unauthorized use, review, distribution, or disclosure
is strictly prohibited.

From: George Martinez [mailto:georgem@shadowbev.com]
Sent: Monday, November 18, 2013 3:46 PM
To: Tom Dowd
Subject: Information

Tom,
Thanks again for the discussion on Friday. I really appreciate you taking the time to review this situation so we can
determine next steps.

Our executive team would love nothing more than to continue this process and journey of building the GNC Trademark
in beverages. Unfortunately we cannot continue under the current agreement. The attached document will provide
context on our thinking and a recommendation on how we keep moving forward.

As I mentioned during our call, Eric and I would be more than welcome to come visit you and discuss the next steps if
your calendar allows. Please let me know if you would like to have this discussion in person or on the phone. We hope
to resolve this in one direction or another quickly as we need to have discussions with retailers on winding down the
program or how we introduce Shakes. l apologize in advance to the short fuse on this decision.

George Mart inez
President/ Co-Founder

1
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George Martinez

From:

Sent:

To:

Subject:

Attachments:

Rick Peterson

Thursday, October 18, 2012 3:06 PM
George Martinez, Sam Jones, Eric Reinhard (eric.reinhard@pcba.net)

(eric.reinhard@pcba.net)

FW: Broker-Dealer Issuers

Acquiring Financing_Legal Considerations in Capital Raising (Douglas M. Berman)-c.pdf,

DPW broker-dealerreg.pli.sep10-c.pdf

Gentlemen-I discussed the dealer-broker issue raised at Tuesday's call with CM with
a good friend and expert attorney on the subject and he responded with the following
attachments.

Doug additionally assured me that as long as only officers of the company solicit
potential investors on a one on one basis, we are well within SEC guidelines for
providing warrants/equity in our company. Hence, no need to have every individual run
through CM for approval. My take on that is, although they likely have our best interest
in mind, it is not necessary.

Hope this helps.

Rick Peterson
Executive Vice President
Shadow Beverages and Snacks
(O) 480-371-1022
Cell 214-729-2570 EXH\BlT

From: Doug Berman [mailto:doug@dougbermanlaw.com]
Sent: Thursday, October 18, 2012 2:55 PM
To: Rick Peterson
Subject: Broker-Dealer Issuers

403

As we discussed, attached are some materials on the issue we discussed. The attached documents are rather long, but the portions that
interest you are not, and I indicated the page numbers.

-The SEC's guide to broker-dealer registration (http://www.sec.gov/divisions/marketreg/bdguide.htm) (see section II.D.5)
-A paper put I together for a conference regarding private financing issues (see "Issuers and associated persons" on page 6)
-A paper by another law firm that goes into the issue in more depth (see "Associated Persons of Issuers on page 26)

Let me know if you need anything else.

-Doug

,v

Douglas M. Berman
Law Office of Douglas M. Berman, PLLC
4925 Greenville Ave., Suite 200
Dallas, Texas 75206
Phone: (214)562-7069 / Cf 44

1
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George Martinez

From:
Sent:
To:
Subject:

Rick Peterson
Tuesday, October 15, 2013 4:30 PM
George Martinez
Capital updates

George---Here's my pipeline l'm working on short term ($2.5MM) and longer term
($t OMM): all of these replace most of the others from my last update that are largely
no longer in play,

•

•

•

•

•

•

•

•

•

•

Conference call at 7 am Tomorrow with Tim Hamick: individual investor who
will also have his business partner on this call. Seeking $2.5MM
Conference call at 9 am tomorrow with Ben MoodylJabier Arbeloa: Ben
owns Pan American Financial and has done over $1B in transaction like ours
Seeking both $2.5MM and $10MM
Sherbrooke Capital. Have sent Kerry Muse 2 emails and a voice mail
regarding their interest. They were one of the first investors in laze Beverages
and have a history of making investments in unprofitable companies in the
healthy/better for you space.
Nutrition Capital Network-An investors panel. Can submit Free application to
group for presentation October 28-29 in San Francisco at which time there is a
$1500 fee to present. I have not submitted our overview.
Circle UP--(Ben Lee)This is a crowd funding group that funds many beverage
and snack opportunities. Process seems too long for our current needs
Books-A-Million-+Have e-mailed them in hopes of starting a conversation as
immediate investors. My source told me that they make $2.5MM in
loans/investments.
Silverwood Partners-sent e-mail with overview and waiting response. Calling
tomorrow to follow up,
Investors Circle-Sent e-mail to gauge interest
Commerce Street Capital-Dewitt Ray and Nolan Smith l have been working
with for several weeks and they have sourced 2 possible and immediate sources
of capital. Sending current capital and future forecast as soon as l receive their
signed NDA. Everything there will be in motion by tomorrow.
Tom Keefer-Friend, personal and corporate investor. He's evaluating the
opportunity. Call with him tomorrow.
Doug Harlan of Harlan family bakeries and Todd Goergen of Ropart Family
office have not responded to any e-mails or phone calls placed.
Matt Ebb--Tengram Capital is evaluating the opportunity. Follow up call
forthcoming.
Ted Kramer-HK\n, INC said it was not a fit for his fund.

1
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These are what l'm working on the balance of the week trying to get any group or
individual across the capital goal line.

Rick Peterson
Executive Vice President
Shadow Beverages and Snacks
(0) 480-371-1022
Cell 214-729-2570

From: George Martinez
Sent: Monday, October 14, 2013 5:49 PM
To: Rick Peterson
Subject: updates

Rick,
Do you have any updates for me on the capital raise? Short term is the priority.

George Martinez
President / Co-Founder

f odow
4650 E. Cotton Center Blvd. Suite 240
Phoenix, AZ 85040
480-371-1011
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George Martinez

From:

Sent:

To:

Subject:

Attachments:

Rick Peterson
Monday, September 24, 2012 8:50 AM
George Martinez
Short term capital raise
Short list 9.21.12 for loan offer.docx

George---Here is a short list of the folks that I have deemed to be interested in our
short term capital raise. I believe on this list, Dusty Stanfield who represents 200 NFL
players holds the most promise. Dusty and I spoke last Thursday and he brought up an
issue of banded substances and the NFL's negative impression of GNC that
apparently has some of these banded substances in their products.

I explained that we are merely licensing the name and that Shadow beverages is the
maker, marketer and distributor of these RTD's not GNC. I believe this issue can be
overcome and get us closer to several players investing in the short term. I also
suggested to Dusty that a group of players could form an LLC and take an equity stake
in Shadow with a $10MM investment. He was not opposed to that opportunity.

Let me know if you have any questions. l'm confident I will find the balance of what we
need in Short term capital, my goal being another $2.5MM within the network I have
this opportunity out to. The road never ends, it may just T....

Thanks,

Rick Peterson
Executive Vice President
Shadow Beverages and Snacks
(0)480-371 -1022
Cell 214-729-2570
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Short term loan-Short list 9/21/12
> Wil Florin-0ne of Florida's largest PI attorney has presentation and a call from me.

Wil knows other high net worth folks and does a great deal of work with Athletes.
He and I played college soccer and toured Europe together playing for an over 30 US
men's team.

> Todd Stottlemyre- Todd lives in Scottsdale and ended his professional baseball
career with the D-Backs. I had presented this to him in May and have circled back
with him and to see if he would present this to other athletes. Wit, Todd and I have
some history together.

> Tom Colvin---Tom is a good friend and has company has funded other beverage
companies. He is also pitching this to his cousin, Tyler Colvin who plays for the
Rockies.

> B.]. Smith--He has pitched it to a number of his folks including his wealthy sister but
has not generated any interest.

> Phillip Vergas--His firm finds unique funding opportunities. He was pitching our
offering to some Europeans and Chinese. I have called, e-mailed and text him for 2
weeks without a repose.

> Vann Phillips-He has pitched this to several original Dr. Pepper franchisees
without any takers. I have e-mails and calls into him for an update on his progress.

> Cohn Tolson-john knows a number of professional athletes as he used to be the
chaplain for 4 professional teams most recently the Cowboys. I have pitched a
donation event to him if he can bring in a football player or 3

> Toby Watson-Assists in managing Debbie King's $30MM fund. Spoke to him 9/21
and he may have an answer for me on $300K next week

> ]ff Peterson-He is the managing director of AG Hill Partners, Margaret Hunt Hills
fund. Too early stage for them. 9/21

> Steve Dalrymple-Alternative Investment resources. He has pitched this to his
group in Chicago, Texas Commerce Bank and a hedge Fund. No takers 9/19

> Kyle Goss-Elm Park Capital management in Dallas. Their firm's smallest deal is
$10mM but they only do debt, no equity. 9/14

> Steve Hunnicutt-Dallas Attorney with a broad network has it out to several of his
gas and oil clients.

> Neff Thomas--Morgan Stanley Houston office. Has it out to several of his high net
worth clients outside of his formal MSSB business as of 9/20

> David Harris-owns a PHX based investment house. Has it out to several of his
clients. 9/14/12

> Austin Feldman-PHX entrepreneur has the deal out to several of his high net worth
guys 9/20
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> Steven Fisher--Briar Capital in Dallas. Has the NDA and waiting for its return. They
do asset based lending. All in fees would top out at 12% and we fit into their criteria
for lending. Process takes 30 days from start to finish.

> Ken Holden-Holden and Parker accounting in Dallas. Has it out to an attorney
who's client was interested in investing. 9/19, 9/21

> Dusty Stanfield-Houston based sport agent. Has offer, overview and successes. Is
reviewing it with some of his guys. Represents 200 NFL players. Spoke to him 9/20
and circling back week of 9/24.

> Peter Dauterman-Pegasus Funds. met with him in Dallas in Idly. Has 3-4 folks
interested in learning more after I circled back with him 9/19. Call on 9/24 with him
for specifics.

> Tom Dietrich--PHX attorney. Having lunch on 9/24 to follow up on his folks that
expressed an interest in learning more.

> John Van Amburgh---Community Trust Bank in Dallas. Met with in Dallas in Idly and
August, Has it out to a couple of high net worth families he knows. 9/19

> Dominic Celico-Moses Ans fell Advertising. Had lunch 9/12 and presented
overview. He is presenting to his principals and other in PHX next week 9/24

> Brad Burr-PHX based insurance broker. Has it out to several of his clients 9/20
met for lunch.

> Brad Manhoff---PHX based Mortgage lender with a wide network. Has it out to
several folks week of 9/10. Circling back week of 9/24

> Kurt Mangum-Leads a group of PHX based former NFL players and their
investments. Got offer 9/14 and left messages week of 9/17 and circling back 9/24

> Phil Singleton--PHX financial advisor. Phil sent it to a client of his in Maryland who
is to be calling week of 9/24.

> Dr. David and Barbara Adelson-PHX head of Children's Hospitals. I proposed a
cents per case funding for their children's hospital if they would invest week of 9/17

> Bob Crum-PHX based commercial realtor. Is presenting it to a couple of his
wealthy clients. Got offer 9/18. Circling back week of 9/24

> Earl Herrington---Elk River Investments in Flower Mound, TX and Cohn Pearson
looked at our investment but elected to purchase another restaurant and strip
center 9/10/12

> Sue Lipton-Dick Vitale's agent. Sue and I spoke 9/24 and have sent her our
presentation regarding any of the 10 folks she represents being investors.

I l-lll
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George Martinez

From:

Sent:

To:

Subject:

Rick Peterson
Thursday, November 15, 2012 8:25 AM
George Martinez
RE: Updates

George--I have 6 folks that are on the fence that I am trying to diligently move to action. I have 3 more appointments
today including a lunch where I am asking a close friend with the money to invest to do it as a short term favor for me
Same thing tomorrow afternoon, I have a meeting with a good long time friend who has told me 3 times, "I'm not
investing in anything accept myself and my project because every time I do I get burned." l'm asking he and his brother
to kick in $500K as a favor to me.

25-3o others are in some stage of "looking at the deal" so l'm not spending any time against those folks

I won't know anything about Kevin Kolb until next week but will see if l can push Dusty to get him to commit by week's
end, before he meets our team next Monday or Tuesday

My focus remains pushing as hard as I can to get anyone across the goal line

I fully understand the sense of urgency and have every oar in the water and using my personal relationships to get
funding which is a very dangerous tactic for me

I promise, You will be the first person to know when I get someone to action and funding

Rick Peterson
Executive Vice President
Shadow Beverages and Snacks
(O)480-371-1022

-----Original Message-----
From: George Martinez
Sent: Thursday, November 15, 2012 8:58 AM
To: Rick Peterson
Subject: Updates

What updates do you have as of today ?

l l



George Martinez

From:
Sent:
To:
Subject:

Rick Peterson
Thursday, April 24, 2014 7:42 PM
George Martinez
RE: Long term capital

I'll see what day works for them next week and get them in here to start the process.

Your agreement, by verbiage, appears to be good. There was one spot that had one too many zero's in the total
committed dollars.

I'm going to share it with several folks tomorrow and banking friends to see what can be done to collaterize it. I
assume that's still your desire?

Rick

Sent from my Samsung Smartphone on AT&T

- Original message --
Subject: RE: Long term capital
From: George Martinez <georgem@shadowbev,com>
To: Rick Peterson <Rick.Pete_rson@shadowbev.con;>
CC:

Monday thru Thursday are good. I am out of the office on Friday.

George

From: Rick Peterson
Sent: Thursday, April 24, 2014 10:35 AM
To: George Martinez
Subject: Long term capital

George---I have a group interested in coming in next week to discuss long term capital of $20MM. They have
the ability/desire to discuss straight debt, Debt and equity or equity.

What days look best for your schedule next week?

I also have 2 other long term capital groups that want to come in and discuss the same the week of is' or 2"" week
of May.

Can you get Sam to execute the Reed Hatkoff documents so I can return them to him this week?

1



George Martinez
EXHIW

From:

Sent:

To:

Subject:

Kathy Reiter

Tuesday, March 31, 2015 8:27 AM

George Martinez
Press Release

M-ow

Mixl Life Inc. Closes Acquisition of Nationally Recognized Energy Drink "No Fear"

Acquisition Significantly Expands mixl's Target Market

SCO'lTSDALE, Az, March 31, 2015 /PRNewswire/ - mixl Life, Inc., (MIXX) announced today that the Company
completed the acquisition of the "No Fear" beverage license asset from Shadow Beverages and Snacks LLC, which
includes the "No Fear" beverage license, operating system, and sales support behind its current distribution
network. The Company is paying approximately $12.2 million in a combination of restricted common stock, cash, and
debt for the license and related assets. The beverage license "No Fear" generated approximately $4.3 million in revenue
for the trailing twelve months ended December 31, 2014.

No Fear is an energy drink distributed primarily through a Direct Store Delivery ("DSD") network, which includes many of
the independent Pepsi Bottlers. Recently, the brand has expanded nationally in the food service channel through an
agreement with a national distributor.

"This acquisition and resulting combination of two nationally recognized brands, 'No Fear' energy drink and our existing
'mixl' protein drink, will significantly increase the size of our addressable target market and improve national expansion
opportunities for these brands by leveraging the strengths of both assets", said Cameron Robb, CEO at mixl. "in
addition, we will be able to more efficiently leverage our selling and operating systems from the combined entities."

George Martinez, President and Founder of Shadow Beverages, stated, 'We are very excited to join the mixl team and
bring our many years of operational, marketing and sales network experience to the Company. We believe the combined
experience of the two companies will accelerate the growth of both brands."

The expanded mix 1 management team has deep roots in the beverage industry with experience across all functions,
including many years of experience expanding major brands through leading distributors and retailers. At the same time.
the team has an entrepreneurial spirit that supports a company that is focused on accelerating the growth of its brand
partners. The Company understands that the business starts with understanding the demands of its customers, and it is
a business that is done one transaction at a time at store level.

About Shadow Beverages and Snacks, LLC

Shadow Beverages and Snacks, located in Phoenix, Arizona, is a world class accelerator of beverage and snack
products. With a team of experienced beverage experts across all disciplines, Shadow has developed an infrastructure to
support brand building and brand development. Shadow's mission is to work with its' Brand Partners to create
customized brand strategies to build brand reach and drive market success.

To team more about Shadow, visit our website atvwvw.shadowbev.com. For more information on mist and this
transaction, visitvwvw.mix1 life.comor read the 8k at seeqov

About Mixl Life, Inc.

Mixl Life, Inc., ("MIXX" or "mixl"), is the innovator and distributor of mixl natural nutritional products. Here at Mixl the
philosophy is pretty simple: we only create products with natural, high-quality ingredients that are truly functional. We
believe natural products are better than artificial ones and are the key to leading a healthy balanced life. As a company
we want to improve people's lives by promoting alive lifestyles and overall health. Mixl has the perfect mix to fit your life
and schedule. Never again will you miss getting the necessary nutrients because you were too busy to eat. We strive to
help you make healthy choices during your busy day in order to help you feel your best not only today, but every day.

For more information on mixl , visitwww.mix1life.com
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