IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION
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IN THE MATTER OF THE LIQUIDATION ) Case No. 10 CH 47490

OF CONSTITUTIONAL CASUALTY ) CURY LY
COMPANY ) The Honorable Richard J. Billik, Jr: .«
) ,

NORTHSIDE COMMUNITY BANK’S OPPOSITION TO
LIQUIDATOR’S MOTION FOR THE TURNOVER OF FUNDS

The Liquidator’s Motion for the Turnover of Funds (the “Turnover Motion”) should be
denied because this Court lacks jurisdiction to decide this issue. The Liquidator is seeking a
summary order from the Court requiring NorthSide Community Bank (“NorthSide” or the
“Bank™) to turnover funds that, prior to October 6, 2010, were held in eight of Constitutional
Casualty Company’s (“CCC”) deposit accounts at the Bank (the “Funds™). Because NorthSide
has a substantial claim of right to the Funds, this Court lacks jurisdiction to consider the
Turnover Motion. NorthSide is entitled to a plenary proceeding, such as the action already
pending before Judge Flynn in the case captioned Constitutional Casualty Company v. NorthSide
Community Bank, No. 10 CH 46263 (the “Judge Flynn Case”). The Judge Flynn Case is in the
middle of trial on this same issue, and it is the proper forum to decide the Liquidator’s arguments
in the Turnover Motion.

As NorthSide is in the process of demonstrating in the Judge Flynn Case, NorthSide has a
substantial claim of ownership over the Funds based on its contractual and common law right of
setoff that it exercised in early October, 2010. Prior to the Bank exercising its right of setoff,
Copco, Inc. (“Copco”), CCC, and Herbert F. Stride, Sr. (“Stride™) (collectively, the “CCC

Parties”) owed the Bank approximately $7.3 million pursuant to the Business Loan Agreement
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(the “Loan Agreement™). NorthSide had the right to setoff the Funds against the debt that the
CCC Parties owed to the Bank pursuant to the plain language in the Loan Agreement. NorthSide
also had a setoff right, under either the Loan Agreement or the common law ri ght of setoff, based
on the alter ego doctrine. NorthSide is currently presenting evidence in the Judge Flynn Case
proving both its contractual rights and that the alter ego doctrine applies to the CCC Parties.

The Liquidator argues that, because NorthSide did not seek prior judicial approval for its
setoft, the Bank should be required to turnover the Funds now, and then seek to enforce its right
of setoff in the liquidation claims process. This argument is wrong for at least three reasons.
First, setoff is a self-help remedy that does not require prior judicial approval. Second, the Funds
are not subject to the Liquidation Order because NorthSide exercised its right of setoff before the
Liquidation Order was ever entered (and before even the petition for a Conservation Order was
filed). Third, the Seventh Circuit previously rejected this as the reductio ad absurdum of one of
the Liquidator’s previous arguments against setoff. The Liquidator fails to cite any support for
this argument now. Thus, because NorthSide has a substantial claim of ownership over the
Funds, the Liquidator’s Turnover Motion should be dismissed for lack of jurisdiction, and in no
event should the Bank be required to turnover the funds prior to a determination of its right to

setoff,

BACKGROUND

This action arises from a Loan Agreement dated November 26, 2007, in which NorthSide
agreed to loan $7.05 million to the CCC Parties. (A copy of the Loan Agreement is attached as

Exhibit 1.)' The Loan Agreement identified the “Borrower” as Copco and “all co-signers and

" The Loan was extended three times, pursuant to three Change In Terms Agreements, dated November 26, 2008,
November 26, 2009, and January 26, 2010. (Copies of the Change In Terms Agreements are attached as Exhibit 2.)



co-makers signing the [Loan Agreement] and all their successors and assigns.” (Id. atp. 6) The
Loan Agreement also contained a “Subsidiaries and Affiliates” clause, which provided:

To the extent the context of any provisions of this Agreement

makes it appropriate, including without limitation any

representation, warranty or covenant, the word “Borrower” as used
in this Agreement shall include all of Borrower’s subsidiaries and

affiliates.
({d. at p. 5 (emphasis supplied).) CCC is a wholly owned subsidiary of Copco. (Turnover Mot.

13.) The Loan Agreement also named Stride as guarantor. (Turnover Mot. 97.) Atthe time of
the loan, Stride was the principle of Copco and CCC.

Prior to the Loan Agreement, Stride had a long-standing relationship with NorthSide and
its management. (Ex. 3, Affidavit of Patricia Clausen (“P. Clausen Affd.”), 94.) Stride had been
one of the five organizers of NorthSide when the Bank was founded in 1997, and he served on
NorthSide’s Board of Directors from its founding until June, 2009. (Id.) Stride’s relationship
with some of NorthSide’s personnel went back over eighteen years, prior to NorthSide. (/d)
Based on the Bank’s understanding of the relationship between and among Stride, CCC and
Copco, the parties drafted the Loan Agreement so that it would be secured by the assets of the
CCC Parties, collectively. (/d at97.) The Loan Agreement required the CCC Parties to provide
NorthSide with financial information regarding CCC to ensure that they would be able to repay
the loan. It also required the CCC Parties to provide annual audited financial statements from
Copco and CCC. (/d.; Ex. 1, Loan Agr., at p. 2.) The Loan Agreement subjected CCC’s yellow
book to an “annual satisfactory review” and provided that, on a semi-annual basis, NorthSide
would review CCC’s A.M. Best Rating. (/d) It also required CCC to maintain (i) a minimum
net worth of $7 million, which NorthSide would check on an annual basis throughout the life of

the loan and (ii) a minimum of $5 million deposited with NorthSide throughout the life of the

loan. (/d atp.4.)



In addition, the Loan Agreement included a “Right to Setoff” (the “Setoff Provision™),

which states:

To the extent permitted by applicable law, Lender reserves a right
of setoff in all Borrower’s accounts with Lender (whether
checking, savings, or some other account). This includes all
accounts Borrower holds jointly with someone else and all
accounts Borrower may open in the future....Borrower authorizes
Lender, to the extent permitted by applicable law, to charge or
setoff all sums owing on the Indebtedness against any and all such
accounts and, at Lender’s option, to administratively freeze all
such accounts to allow Lender to protect Lender’s charge and
setoff rights provided in this paragraph.

(Ex. 1, Loan Agr., at p. 4.) The proceeds from the Loan Agreement ultimately were deposited
into CCC’s deposit accounts at the Bank, where they remained up to the date of the setoff. (Ex.
3, P. Clausen Affd., 98, 11.)

In 2009, the CCC Parties began to default on the loan. (/d., at §9.) On or about June 25,
2010, NorthSide filed a confession of judgment action against Stride and Copco seeking
approximately $7.3 million as the amount owed under the Loan Agreement plus interest, late
charges and attorney’s fees. (A copy of the Complaint for Confession of Judgment (without
exhibits) is attached as Exhibit 4.)

On October 6, 2010, NorthSide exercised its right of setoff over approximately $5.3
million held in eight CCC deposit accounts at NorthSide (i.e. the Funds). (Ex. 3, P. Clausen
Affd., 9 10.) NorthSide applied the Funds against the $7.3 million it was owed under the Loan
Agreement. (/d.) At the time NorthSide exercised its setoff right, the Funds in CCC’s deposit
accounts were the traceable proceeds of the Loan Agreement. (/d at§ 11.) In exercising its
right to setoff, NorthSide relied on the Setoff Provision in the Loan Agreement. (/d at912.)

On October 22, 2010, CCC filed suit against NorthSide in the Judge Flynn Case claiming

that NorthSide improperly seized the Funds from its deposit accounts. On November 3, 2010,



the Director of Insurance of the State of Illinois (the “Director™), filed this action for
conservation of assets on behalf of CCC and Copco. In December 2010, the Director, acting as
Conservator, authorized CCC to proceed with its claim against NorthSide in the Judge Flynn
Case. The parties expended great effort and resources litigating the case before Judge Flynn on
an expedited basis. (Ex. 3, P. Clausen Affd., 9 14.) On December 13 and 14, 2010, the parties
presented two days of trial testimony in the Judge Flynn Case. At the time trial began in the
Judge Flynn Case, none of the parties or the court believed that the trial would finish within two
days. (See Ex. 5, 12/13/10 Trs. 24:2-24, 30:1-31:21.) After two days of testimony, Judge Flynn
postponed the remainder of the trial until April 12, 2011.

On January 7, 2011, the Director filed a verified complaint for liquidation of CCC in this
Court. The Court entered the Agreed Order of Liquidation on January 21, 2011, appointing the
Director to serve as the Liquidator of CCC. Three months after obtaining the Agreed Order of
Liquidation, the Liquidator filed the Turnover Motion. In the Turnover Motion, the Liquidator
argues that it is entitled to a summary turnover of the Funds because NorthSide’s setoff is based
on the alter ego doctrine. The Liquidator did not inform the Court that NorthSide also had
exercised a contractual right to setoff the Funds, even though Patricia Clausen (NorthSide’s
President) testified in the Judge Flynn Case that NorthSide believed that the setoff language in
the Loan Agreement authorized the Bank to setoff monies against CCC’s accounts. (Ex. 6
12/14/10 Trs. 373:6-12.)

ARGUMENT

The Liquidator’s Turnover Motion should be denied because the Court lacks jurisdiction
to decide this issue. The Illinois Supreme Court has previously held that a plenary proceeding is
required for a liquidator to obtain assets when the liquidation court does not have actual or

constructive possession of the assets involved and the assets are held adversely under a



substantial claim. Gerber v. Central Cas. Co., 37 1ll. 2d 392, 397, 226 N.E.2d 862, 865-66
(1967). Here, the Liquidator does not have actual or constructive possession of the Funds and, as
the discussion below makes plain, NorthSide holds the Funds adversely under a substantial claim
of right. Thus, this issue must be heard in a plenary proceeding, such as the Judge Flynn Case,
and may not be decided in a summary proceeding before this Court.

A. The Liquidation Court Lacks Jurisdiction Because
NorthSide Has A Substantial Claim To The Funds

A liquation court lacks jurisdiction to decide substantial claims of setoff in a summary
proceeding. Id. at 398-99; see also Stamp v. Ins. Co. of N. Am., 908 F.2d 1375, 1379 (7th Cir.
1990) (noting that the liquidator had to move outside the liquidation court to collect money
allegedly owed from a reinsurance company because the liquidation court lacks ancillary
jurisdiction and does not offer a forum in which all questions concerning the subject insurance
company may be settled). The Illinois Supreme Court decided nearly this identical issue in
Central Cas. Co.

In Central Cas. Co., the Director, in his capacity as liquidator of Central Casualty
Company (“Central”), filed a petition in the liquidation proceeding against the Exchange
National Bank of Chicago (“Exchange”) seeking the turnover of certain funds held by Exchange.
Central Cas. Co., 37 11l. 2d at 393. The turnover motion stemmed from a $200,000 loan made
by Exchange to Central’s president, Charles Bray, and his wife (collectively, the “Brays”), in
order for the Brays to purchase stock in Central. /d As a condition of the loan, Exchange
required two $100,000 surety bonds as collateral, one of which was executed by Central. /d.
The proceeds of the loan were credited to Central’s account at Exchange. Id. At some point, the
Brays stopped making payments on the loan and Exchange demanded the unpaid balance of the

loan ($37,691.60). Id. At the time of the demand, Central had approximately $29,000 on deposit



with Exchange. /d. Before Exchange was repaid, however, Central was put into liquidation. /d.
at 393-94,

After the court entered Central’s liquidation order, Exchange applied the nearly $29,000
from Central’s bank account to the unpaid balance on the Brays’ loan. J/d at 394,
Approximately three months later, the Director filed a petition in Central’s liquidation
proceeding seeking a judgment of almost $29,000 against the bank. /d Exchange filed a motion
to dismiss for lack of jurisdiction, claiming that its liability could not be determined in Central’s
liquidation proceeding, that no statute authorized such a summary proceeding, and that it was
entitled to a jury trial on the question of its liability. /d. The Illinois Supreme Court held that a
court of equity could not summarily adjudicate a receiver’s claims against persons who hold
property under a reasonable and adverse claim. /d at 397. The court held that only colorable,
insubstantial claims can be summarily resolved, and that Exchange’s setoff claim was neither
merely colorable nor insubstantial. /d at 398-99.

Here, like in Central Cas. Co., the Liquidators’ Turnover Motion cannot be summarily
resolved because NorthSide has a substantial claim to the Funds. NorthSide asserted ownership
of the Funds pursuant its right of setoff. Illinois’ insurance law recognizes the right of setoff in
liquidation proceedings outside of the proof of claims process. 215 ILCS 5/206 (“In all cases of
mutual debts or mutual credits between the company and another person, such credits and debts
shall be set off or counterclaimed and the balance only shall be allowed or paid . . . .” (emphasis
supplied)). NorthSide exercised its contractual right of setoff over the Funds in CCC’s deposit
accounts pursuant to the terms of the Loan Agreement. NorthSide’s setoff also was proper under

either the Loan Agreement or its common law setoff right, based on the alter ego doctrine.



1. NorthSide Had A Contractual Right Of Setoff Over CCC’s Accounts

Under the plain language of the Loan Agreement, NorthSide had a setoff right for all of
CCC’s accounts with NorthSide, which NorthSide applied to reduce the balance due under the
Loan Agreement. The Loan Agreement provided that NorthSide was allowed to charge or setoff
all sums owed under the Loan Agreement against any and all of the Borrower’s accounts at
NorthSide. (Ex. 1, Loan Agreement., at p. 5.) The Loan Agreement defined the term
“Borrower” to mean Copco and “all co-signers and co-makers signing the Note and all their
successors and assigns.” (/d. at 6.) The Loan Agreement further provided that, “[t]o the extent
the context of any provisions of this Agreement makes it appropriate, including without
limitation any representation, warranty or covenant, the word ‘Borrower,” as used in this
Agreement shall include all of Borrower’s subsidiaries and affiliates.” (Id. at 5 (emphasis
added).) Because CCC is a wholly-owned subsidiary of Copco, CCC is included within the
definition of “Borrower” under the plain language of the Loan Agreement.® Thus, NorthSide
had a contractual right of setoff over CCC’s accounts, which it exercised.

Moreover, based on the context of the Loan Agreement, as a whole, it is entirely
appropriate to include CCC within the definition of “Borrower,” subject to the setoff provision.
To interpret the Loan Agreement, the Court must look to the intention of the parties. See Fleet
Bus. Credit, LLC v. Enterasys Networks, Inc., 352 1l1. App. 3d 456, 469, 816 N.E.2d 619, 629
(Il App. 1 Dist., 2004) (“The principal objective in construing a contract is to determine and

give effect to the intention of the parties at the time they entered into the contract.”). Here,

? The Liquidator’s argument that “The Loan Agreement names ‘Copco, Inc.’” as the borrower,” and “no other person
or entity is named in the Loan Agreement as a borrower,” is demonstratively false. (See Mot. at §5) The
Subsidiaries and Affiliates Provision plainly states that “the word ‘Borrower’ ... shall include all of Borrower’s
subsidiaries and affiliates.” (Ex. I, Loan Agr., at p. 5.) Thus, as a wholly-owned subsidiary of Copco, CCC is
clearly included as a Borrower under the Loan Agreement.



numerous provisions of the Loan Agreement confirm that the parties intended to include CCC as
a “Borrower” subject to NorthSide’s right of setoff.

For example, the Loan Agreement required the CCC Parties to provide the Bank with
CCC’s annual financial statement. (Ex. 1, Loan Agr., at p. 2.) The Loan Agreement also made
the loan contingent on CCC’s continued financial health. CCC was required to maintain a
minimum net worth of $7 million, which the Bank was entitled to review on an annual basis
throughout the life of the loan. (/d) CCC’s yellow book was subject to an annual satisfactory
review. (/d) Further, the Loan Agreement required CCC to maintain a minimum of $5 million
on deposit with NorthSide throughout the life of the loan. (Id. at4.) The Loan Agreement made
no solvency or depositary requirements on Copco; Copco was not even required to maintain an
account at NorthSide. Accordingly, the Loan Agreement’s requirements of solvency, minimum
deposits, and inclusion of CCC as a Borrower were important to the underwriting of the loan and
critical to give teeth to NorthSide’s setoff right. These provisions would be made meaningless,
as would the setoff provision itself, if NorthSide was not permitted to exercise its setoff right
over CCC’s deposit accounts. See Bd. of Regents v. Wilson, 27 1l1. App. 3d 26, 31, 326 N.E.2d
216, 219 (2d Dist. 1975) (holding that the court should presume that all provisions of a written
contract are inserted for a purpose, as parties do not ordinarily insert meaningless terms into their
contracts).

The Liquidator may argue, as CCC has in the Judge Flynn Case, that CCC did not sign
the Loan Agreement and, thus, is not bound. Based on the parties’ relationship, however,
NorthSide was justified in concluding that Stride and Copco had the authority to bind CCC under
the Subsidiaries and Affiliates Provision. See Fleer Bus. Credit, 352 1ll. App. 3d at 469 (“A

contract does not exist in a vacuum; its terms must be understood in light of the commercial



context within which it was drawn.”). As Patricia Clausen testified at trial, Stride had banked at
NorthSide for over thirteen years, and had known people at NorthSide even longer; in some
cases over eighteen years. (Ex. 6, 12/14/10 Trs., 305:16-306:8, 312:10-24.) Stride served on
NorthSide’s board of directors from its inception until June, 2009. (/d. at 306:9-17.) NorthSide
knew that Stride controlled Copco and CCC. (Ex. 3, P. Clausen Affd., 1 4.) NorthSide also
knew that CCC was the wholly owned subsidiary of Copco. (Id) Thus, all the parties
understood that Stride had the ability to bind CCC under the Subsidiaries and Affiliates
Provision when they entered the Loan Agreement. (d)

2. NorthSide Had A Setoff Right Because

CCC Was The Alter-Ego Of Stride and Copco

In addition to its right of setoff under the plain language of the Loan Agreement,

NorthSide had a contractual and common law right of setoff against CCC’s deposit accounts
based on the alter ego doctrine. See, e.g., First Nat, City Bank v. Banco Para El Comercio
Exterior de Cuba, 462 U.S. 611, 633, 103 S. Ct. 2591, 2603 (1983) (holding that the petitioner
bank could apply a right of setoff to respondent bank’s assets based on a finding that the
respondent bank waS the alter ego of the Cuban government); McCall Stock Farms, Inc. v. U.S.,
14 F.3d 1562, 1566-67 (Fed. Cir. 1993) (upholding application of setoff right based on alter ego
doctrine). To determine whether to apply the alter ego doctrine, courts do not rest on a single
factor but will look to a number of variables such as inadequate capitalization, failure to observe
corporate formalities, the commingling of funds, and the absence of corporate records.
McCracken v. Olson Co., Inc., 149 111. App. 3d 104, 109, 500 N.E.2d 487, 491 (1st Dist. 1986).
Here, NorthSide was in the middle of presenting evidence in the Judge Flynn Action that
the alter ego doctrine should apply because the CCC Parties was operating as a single entity.

Stride’s son, Herbert Lee Stride (“Chip”), testified that Stride routinely intermingled money

10



between himself, Copco and CCC. Chip admitted that Copco received approximately $1 million
in commissions from CCC in both 2008 and 2009, even though Copco did not have any
employees and CCC performed all of the work that Copco was supposed to perform. (Ex. 3,
12/13/10 Trs., 171:16-173:15; Ex. 6, 12/14/10 Trs., 185:20-187:11.) Chip testified that Copco
was solely a conduit for the policies issued by CCC. (Ex. 5, 12/13/10 Trs., 174:20-175:17.)

Jeff Jackson, a representative from the Department of Insurance testified that, in late
2009, the Department of Insurance instructed CCC to terminate its agency agreement with
Copco. (Ex. 6, 12/14/10 Trs., 270:13-271:1.) Chip admitted that terminating the agency
agreement effectively eliminated Copco’s revenue stream. (/d. at 189:19-190:1.) Chip testified
that, after terminating the agency agreement, CCC immediately increased Stride’s salary by
$500,000/year in order to make up the payments that Stride had previously received from Copco.
(/d. at 192:11-19.) Chip testified that CCC also continued to make loans to Stride. (Id at 193:8-
15.) CCC made the payments for approximately fifteen cars owned by Copco. (Id at 194:17-23,
208:24-209:12.) At least three of these cars were used by Chip’s family, including his wife and
children who were not employees of CCC. (/d. at 210:41 6-211:7.) Chip stated that CCC paid for
the gas, maintenance and other expenses for all of Copco’s cars. (Id. at 194:13-16.) Chip also
testified that CCC paid Stride’s American Express bills and made payments on behalf of Copco
to pay down the NorthSide loan. (/d at 193:20-194:12.)

Chip confirmed that, in 2009, CCC loaned Copco $1.4 million in 2009, even though
Copco had no means of repaying this money. (/d. at 188:8-1 89:16.) Chip stated that Copco used
this money, in part, to make payments to Stride and Chip, and to make bonus payments to other
CCC employees. (/d. at 198:4-21.) For example, during 2009, Copco paid Stride approximately

$10,000 per week using money loaned from CCC. (/d. at 199:18-200:5.) On Stride’s direction,

11



Copco also paid Chip approximately $5,500 per month while Chip was president of CCC. (ld at
200:14-201:11.) According to Chip, this was the way that Stride traditionally structured the
payments. (/d. at 199:4-15.)

NorthSide will continue to adduce additional evidence in the Judge Flynn Case
demonstrating that the CCC Parties was operating as a single entity and the alter ego doctrine
should apply. The evidence already presented, however, is sufficient to show that NorthSide has
a substantial claim to the Funds based on its setoff right under the alter ego doctrine.

B. NorthSide Is Not Required To Immediately Turnover The Funds
And File A Proof Of Claim In The Liquidation Proceeding

Even if the Court concludes that it has jurisdiction over this dispute (and it does not),
turnover is improper at this time. The Liquidator argues that, because NorthSide did not obtain a
Judgment against CCC prior to these proceedings, NorthSide should be required to immediately
turnover possession and control of CCC’s assets pursuant to the Liquidation Order. (Mot. at 99
16-23.) This argument is wrong for at least three reasons.

First, NorthSide was not required to obtain a judgment against CCC, or a judicial
decision that CCC was the alter ego of Copco, before exercising it setoff right against CCC. As
the Seventh Circuit has held, “A setoff is not something that a court orders in response to a
counterclaim; it is a self-help remedy. It is something you do, not something you ask a judge to
compel someone else to do.” Beloit Corp. v. C3 Datatec, Inc., 1996 U.S. App. LEXIS 4945, at
*3 (7th Cir. March 1, 1996) (emphasis in the original).> The Liquidator cites no cases supporting

its novel argument that NorthSide’s setoff was invalid because NorthSide did not seek prior

judicial approval.

* A copy of Beloit Corp. v. C3 Datatec, Inc., 1996 U.S. App. LEXIS 4945 (7th Cir. March 1, 1996), is attached as
Exhibit 7.
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Second, NorthSide does not have any of CCC’s assets that are subject to the Liquidation
Order. NorthSide exercised its setoff right on October 6, 2010 — over three months before the
Court entered the Liquidation Order. As soon as NorthSide exercised its setoff right, the Funds
went to pay down the balance due under the Loan Agreement and were no longer the assets of
CCC. Cf Citizens Bank of Maryland v. Strumpf, 516 U.S. 16, 18-19, 116 S. Ct. 286, 289 (1995)
(“Here it is undisputed that, prior to the bankruptcy filing, petitioner had the right under
Maryland law to set off the defaulted loan against the balance in the checking account.”). Under
the plain language of the Liquidation Order, the Funds are not part of the liquidation estate. (See
Liquidation Order, § F(i)(c) (limiting the scope of the Liquidation Order to “any and all property,
contracts and rights of action of CCC»).) If the Liquidator wishes to assert a claim over the
Funds, it must file a separate action outside of the liquidation court. See /ns. Co. of N. Am., 908
F.2d at 1379 (noting that the liquidation court could not entertain the liquidator’s attempt to
collect from a reinsurance pool for money paid by the insolvent insurer and that the liquidator
had to move outside the liquidation court to collect from the reinsurer),

Third, regardless of whether the setoff ultimately is valid — which it is — NorthSide is not
required to turnover the Funds to the Liquidator before the Court determines whether it has the
right of setoff. Requiring NorthSide to turnover funds and then make a claim for them would
lead to the absurdity of a party with a setoff right being required to pay its counter-party in-full
but itself only being allowed repayment of a fraction of the balance due. This result would
eviscerate the setoff provision in Illinois’ insurance code, which provides that “[i]n all cases of
mutual debts or mutual credits between the company and another person, such credits and debts
shall be set off or counterclaimed and the balance only shall be allowed or paid....” 215ILCS

5/206.
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Indeed, the Seventh Circuit has recognized the argument that the liquidator promotes here
as a claim that leads to an absurd result, and denied a similar attempt in Stamp v. Ins. Co. of N.
Am. In that case, the liquidator of an insolvent insurer brought an action to recover money it was
allegedly owed from a reinsurance pool. Ins. Co. of N. Am., 908 F.2d at 1377-78. The
reinsurance pool sought to apply the setoff provision in the Illinois Insurance Liquidation Act to
setoff the amount that the insurer owed the pool.* Id The Seventh Circuit held that the reinsurer
had the right of setoff in response to the insurer’s claim. In so holding, the Seventh Circuit
recognized that the Liquidator’s argument in this case — requiring NorthSide to fully repay and
then seek partial reimbursement in the claims process — would be absurd. /d at 1380.

Here, the Liquidator is pressing his position precisely to the reductio ad absurdum
rejected by the Seventh Circuit. Not surprisingly, the Liquidator cites no law in support of his

extreme position.

CONCLUSION

WHEREFORE, for the reasons stated above, NorthSide respectfully request that the

Court deny the Liquidator’s Motion for the Turnover of Funds.

Dated: April 29, 2011 NORTHSIDEAZOMMUNITY BANK
BY:

g df Its A\ngneys v

Vincent P. Schmeltz I]1

Bryan M. Westhoff

DEWEY & LEBOEUF LLP

Two Prudential Plaza

180 North Stetson Ave., Suite 3700
Chicago, IL 60601-6710

* The reinsurance pool relied on I1l. Rev. Stat. ch. 73 9 818, which is identical to the current 215 ILCS 5/206.
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CERTIFICATE OF SERVICE

I, Vincent P. Schmeltz II1, an attorney for NorthSide Community Bank, certify that on
April 29,2011, I caused a copy of NorthSide Community Bank's Opposition to Liquidator's
Motion for the Turnover of Funds, to be served on the following parties by e-mail and U.S. Mail-

Michael McRaith (michael.mcraith@illinois.gov)
Daniel Guberman (DGuberman@osdchi.com)
Office of the Special Deputy Receiver

222 Merchandise Mart Plaza
Suite 1450
Chicago, IL 60654

Vinceht P. Schmeltz III v

15



EXHIBIT 1



above use donmmtquﬂﬁy gombiity G this document o any particular loan of tem
wmmw@"mmm 1o text length limitations.
Borrower: Copoo,inc. - .- - .. Lender:  NorthSide Community Bank
111 West Washington Street, Sulte 820 - Gumes Location .
- : : R 5103 Washingion Street

 Chicagg; IL 60802
s Gurnes; IL. 60031

THIS BUSINESS LOAN AGREEMENT dated November 28, 2007, is mads and executed between Copceo, Inc. ("Borrower”) and NorthSide
Community Bank * ("Lefider”) on the following terms. and conditions.. Borrower has. recaived  prior ‘commercial loans from Lender or has
applied 16 Lender for.a commercial ioan or.loans or other financial accommodations, including thoss which may be described on any exhibit or
scheduie attached o this Agreemient ("Loan") Borrower unddrstands and agrees. that: (A} ‘In_granting, renewing, or extending any Loan,
Lender I8 relying upon Borrower’s representations, and agreemsnts as set firth In this Agreement; (8) the granting, renewing, or
extending of any Loan by Lender st ali times shall be subject to Lander’s sole judgment and discretion; and (C) all such Loans shail be and
remain subject to the terms and conditions of this Agresment. .

TERM. This Agreeirient shall be effective as of Navember 26, 2007, and shal continue in full force and effect untll such time as all of Borrower's Loans
in favor of-Lender have besn paid in full, including principal, Interest, costs, expenses, attomeys’ fees, and other fees and charges, or untit November

26,2008 e , . , , , A
CONDITIONS ‘PRECEDENT TO EACH ADVANCE. Lendsr's obligation to make the initial Advance and each subsequent Advance under this
Agreament shall be subject to the fulfifiment to Lender's satisfaction of all of the conditions set forth In this Agresment and in the Related Documents
Loan Documents. . Borrower shall provide to Lender the following documents for the Loan: (1) the Nots; (2) Securlty Agreements granting to
Lender securlty Interests In the Coliateral; (3) financing statéments and'all other documents perfacting Lender's Seourlty interests; (4) evidence
of insurance as required betow; (8) “guarantles; (6) subordinations; (7) together with all such Related Documants as Lender may require for the
Loan; all in form and substance satisfactory to Lander and Lerider's oounssl . .
Borrower's Authorlzation. Borrower shall have provided In form and substance satisfactory to Lender properly certified resoiutions, duly
and defivery of this Agreement, the Note and the Related Documents, In addition, Borrower shali have provided such

authorizing the execution and, 3 !
other resclutions, autharizations, documents and Instruments as Lender or Its counsel, may require .
Payment of Fees and Expenses. Borrower shall have paid to Lender all fees, charges, and other expenses which are then due and payable as

specified in this Agreement or any Related Document,
Reprasentations and Warrantics. The representations and warranties set forth In this Agreement, in the Related Documents, and In any
document ment or cortificate deiivered to Lender under this Agreemant are true and correct.
No Event of Default. There shall not exist at the time of any Advance a condition which would constitute an Event of Default under this
Agreement.or under arly Related Document R ,
REPRESENTATIONS AND WARRANTIES. Borower tepresents and warrants to Lender, as of the date of this Agreement, as of the date of each
qlbbwsawwgqnpmgqua,:asquh,edgtedany renewal, extension or modification of any Loan, and at all times any Indebledness exists:
Qrganization. Borrower Is & corporation for profit which Is, and at a¥ times shall be, duly organized, validly existing, and in good standing under
and by.vinie of the laws of the State of Illnols, Borrower Is duly authorized 1o franact business in all other states in which Borrower Is doing
business, having obtalned all necessary fiings, govemmeital Ilcenses and approvals for each atats in which Borrower Is doing business
Spacifically, Borrower le, and at all times shall be, duly qualified as a foreign corporation In all states in which the failurs to 8o qualify would have a
material advetse effact on its: business or financlal gondition. ' Borrowet has the full power and authority to own lts preperties and to transact the
business Irf which It Isptesently engagad or presently propases to engage. Borrower maintains its principal office-at 111 Wast Washington Street,
Suite-820, Chicago, IL-80802. Unlass Borrower has designated ctherwise in writing, this Is the principal office at which Bortower keeps its books
and records including i records concerning the Collateral,. Boriowar will notify Lender prior to any change in the location of Borrowsr's state of
organization or any change in Barrowers name. Borrowsr shall do ail things necessary to preserve and to keep In full force and effect Hs
existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes, orders. and decrees of any govemmental o
quagi-govémmenital autfiority or court applicablé to Borrower and Bormower's business activities. o ' ’
Assumed Bysiieas Nimes. Barrower has fled or recorded all docurnants or flings required by law relating to all assumed business names used
by Borrow:‘r "Excluding the name ‘of Borrowsr, the foliowing Is a complete list of all assumad business names under which Borrowsr does
bugiiiess: None, =~ . ' o s s o

Is Agreement and al the Related Documents have been duly authorized by

Authorization.  Bofrower's execution, delivery, and performance of this Agre: and 2 iated Document ,

all necessary. action %‘Borrower and do not confiict with, result i & violation of, or constituts.a default under. (1) any provision of <(a) Borrower's
articles, of inoorporation or organization, or bylaws, or (b) any agreement ar other instrument binding upcn Borrower or (2) any law,
Jovemmental fequiation, Court decres, or order appicable to Borrower of to Borrower's properties, ‘ ’

Flnancial information, Each-of Borrower's financial statements supplied 1o Lendertn.dy an‘di completely disctosod Borrower's financlal condition
as of the dats of the statemient, and there has heen no material adverse change in Borrower’s financial condition subsequent o the date of the
most rece mummw supplied to Lender. Borrower. has no material contingent cbilgationis except as-disclosed In such financlal

statements .. .
Legal Effect. This Agreament constitutas, and any Instrument or agreament Borrawer Ia required to give under this Agraernent when delivered will
constititg legal, valld, and binding abligations ot Borrower enforceable against Borrower in accordance, with their regpective terma.

Propertles. Except as contemplated by this Agraement or as previously disclosed In Borrowsr's financial statements or in writing to Lender and as
accepted by -Lender, énd except-for ‘property tax liens for ‘taxes not presently due and payable, Borrowsr owns and has good !itle to all of

Borrower's propertles free And clear of all Sacurtty intarests, and has not executed any security documents or financing statements relating to such
properties.  All of Borrower's properties. are titled In Borrower's: legal name, and Borrawer has not used or filed a financing statement under any

other nams for at least the lagt five (5) years.. : ,
Hazardous Substances. Except as disciosed to and acknowledged by Lander in wrlting, Borrower represents and warrants that: (1) Duwring the
period of Borrower's ownership of the Collataral, there has ‘been N0’ yse; Qeneration, manufacture, siorage, treatment, disposal, reléase or
s under; about or from any of the Coliateral. (2) Borrowser has no knowledge of,

threatened release of any Hazardous Substarice by any parson on, )
or reason to belleve that there has been (a) any breach or viclation of any Environmental Laws; (b) any usa, generation, manufacture, storage,
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treatment, disposal, release or threatenad release of any Hazardous Substance on; under, about or from the Collateral by any prior owners or
occupants of any of the Collateral; or (c) any actual or threatened igation or claime of any.kind by any person relating to such matters,. 3)
Nelther Borrower nor any tenant, contractor, agent or other authiorized user of any. of the Collateral shall use, generate, manufacture, stors, treat,
dispose of or release any Hazardous Substance on, under, about or from any -of the -Collateral; and any-such activity shall bia. conducted In
compllance with all applicable faderal, state, and local laws, regulations, and ordinances, Including without Iimitation all Environmental Laws,
Borrower authorizes Lender and its agents to enter upon the Collatéral fo make such inspections and tests as Lendar friay .deem appropriate to
datermine compilance of the Collateral with this section of the Agreemant. Any Irispsctions or tests made by Lender shall be at Boirower's
expense and for Lender's purposes only and shall not be construed to create any responsibiitly or liabiifty on the part of Lender to Borrower or to
any-other person. The representations and warranties contained herein are based on Borrower's dus dlligenice in Investigating.the. Collateral for
hazardous waste and Hazardous Substances. - Borrower hereby (1) - releases and walves any-future claims against Lender for Indemnity or
contribution in the event Borrower becomis. liable for cleanup or other costs under any such laws, @nd:-(2)-agrees-to Indemnify, defend; and hold
harmless Lender against any and all claims, losses, llabilties, damages, penalties, and expenses which Lender may directy or lndlrectly sustain or
suffer resuiting from a breach of this. section of the"Agréamant or as & consequenca of any use, generation, manufacture, storage, disposal,
relaass or threataned release of a hazardous waste or substance on the Collatéral, ‘Thi provisions of this seclion of the Agreement, Including the
obligation to indemnify and defend, shall survive the payment of the indsbtediess and tié termination, expiration or satisfaction of this Agresment
and shall not bs affectéd by Lender's acquisition of any Interest in any of the Coliateral, whether by foraclosuré or otherwise. - ) :
Litigation and Clalms. No [tigation, claim, Investigation, administrative proceeding or similar action (Including those for. unpaid taxes) against
Borower Is pending or threatenad, and no. otfier event has oocurrad which may materially ddversely aftéct Boriowers finanoial condition or
propertfes, otfier than litigation, claims, or ctfier events, if any, that Have been discidsed 16 and acknbwiedged by Laride et
Taxes. To the best of Borrower's knigwiedge, all of Bolrower’s tax retuinis and, reports th

m:

taxes, assessments ard other govemmental chaigés have beén paid in full, except ¢
falth In the ordinary course of business and for Which adéquate reserves have béen provided o e .
Lien Priority. . Unless otherwise previously disclosed to Lénder In writing, Borrower. Has not-entered into-or granted any Security Agreements, or
permitted the filing or attachiment of any Security Intarests on or affecting ‘any. of the Collateral directly or indirectly: securing repayment of
g&rmwer’s Loen and Note, that-would be prior or that may In any way be supérior to Lender's Security’ Interests' and: rights in and 1o such
Binding Effect. This Agréement, the Nots, all Security Agreements (if any), and all Related Documents are binding. upon the signers thereot, as .
well as upon thelr successors, representatives and assigns, and are legaily enforceable In accordance with their resp'ecﬁya terms E
AFFIRMATIVE COVENANTS. Borrower covenants and agrees with Lender that, so long as this Agreement remains In effect, Borrowar will:

Notices of Claims and Litigation. Promptly inform Lender In writing of (1) all materlal adverse changes In Borrower's financial condltion, and
(2) all existing and alt threatened Itigation, claims, investigations, administrative proceedings ‘or similar actions affecting Borrower or any Guarantor
which could materially affect the financial condition of Borrower or the financial condition of any Guarantor

Financial Records. tain Its b{)oks and records In accordance with GAAP, gppltad on a consistent basls, and permit Lender to examine and

audit Borrower's books and records at all feasonable times -
Financlal Statements. Furnish Lender with the following:
Additional Requirements. . : .
(1) Borrowar shall provide annual financial statements from Copco, Inc and Constitutional Casualty Company. The yellow book of Constitutiat
Casualty Company s subject to an annual satisfactory review. ) ]
{2) On a semi annual basis Lender shall review A M Best Rating of Constitutional Casualty currently rated a B,
All financlal reports required to be provided under this Agreernent shall be-prepared in accordance with QAAP, applied on a consistent basis, and
cerﬂﬂedby,s‘pfrowerac.belngu'ueanqcofrec%,'- e i Sl e
Additional Informistion. Fumish such addtional information and staitements, as Lender may requést frorh time to time.
. Financlal Covenants and Ratios. Comply with the tg({qwlpg o{ovgqgnvzs» ggd ratios:

Tangibie Net Worth Requirements. Gther Net Worth requirements are as follows: - Constitutional Gasualty Company. shall maintain a
-minimum tanglble net worth of $7,000,000.00 which shall be checked on an annual basls throughout the life of this loan.

Except as provided above, all computations made 1 determine compllance with the requirements contained in this paragraph shall be made
In accordance with generally accepted accounting principles, applied on a consistent basis; and- certified by Borrower. as' being true and

carrect o . .
Insurance. Maintain fire and' ofher risk insurance, public llabliity Insurance, and such other Insurance as Lender may require with respect. to
Borrower’s properties and operations, in form, amounts, coverages aind with insurance cormnpanies acceptable to'Lender. Borrower, uporni request
of Lender, will ‘deliver 1o Lender from time to time-the policies or certificates-of insurance. In form satistactory to Lender, including stipulations that
coverages will not be cancelled or diminished without at least thirty (30) daye- prior written notice to Lander. Esch Insurance policy. also :shall
include an endorsement providing that coverage in favor of Lender will not bé impaired. In any way by any act, omission or-default of Borrower or
any other person.. In connection with all pdlicles covering assets:In which Lendar holds or Is offered a security interest for: the Loans, Borrower will
provide Lender with such lender's loss payable or other endorsements as Lender may require:

Insurance Reports. Furnish to Lendsr, upon request of Lender, reports on each existing insirance policy showing such information as Lender
may reasonably request, including without limitation the following: (1) the name of the Insurer; - (2)- the.risks Insured; {3) the amount of the
polley; (4) the propertles insured; (5) the then current property values on the basls of which insurance has bean obtainad, and the manner of
determining those values; and'.(6) the. expiration.date of the pollcy. In addition, upon request of Lender-(however not more often than annually),
Barrower will have an independent appraiser satisfactory to Lender determine, as. applicabls, the. actual cash valus or repiacement cost of any
Collateral. The cost of such appraisal shall be paid by Borrower ) . o ) B

Guarantles, Prior to.disbursemient of any Loan. proceads, furnish executed guarantiss. of the Loans.in favor of Lender, executed by the guarantor

named below, on Lender's forms, and In the amount and under the conditions set forth In'those guaranties

ame of nter Amount
_ HerbertF. Stride Sr. * Unlimited
Subordination. Prior to disbursement ~ any Loan proceeds, deliver to Lender a subordinat-  agreement on Lender's forms, executed by
uch lesser amount as may be agreed to by

Borrower's creditor named below, subor ing allof Borrower's Indebledness to such craditor,

Ces olbes bed v mbe o8 cmdme
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' N'm g ofemdltor D Total Amount of Debt
"Herbert F. Stride. s . " $7,060,000.00

Other Agroemonu. Compiy with all terms and condihons of aﬂ oiher agreements whethat now or hereafter existing, between Borrower and any
other pany and noﬂfy Lender immediately In wming of any defauit In connection with any other such agreements.

Lon:n Prcceedsu Usa all Loan proceeds solsly for Borrower’s business operations, unless specmcany consented to the contraly by Lender In
writing.. . |

Taxes, Chargu lnd L!om. Piy and discharge when due all of its indebtedness and obligations, including wdhout fiitation af assessments,
taxes, governmental charges, levies and liens, of every kind and nature, imposed upon Borrower or Its properties, income, or profits, prior 1o the
date on ‘which- pdnames wouid atlach and all lawful claims that, i unpald, might bacome & lien or charge upon any of Borrower's properties,
income, or profts. . .

Pamrmance Pertorm aﬁd c:ompty, in a timaty manner, with all terms, conditions, and pmvas!ons sat forth In this Agreemsant, In the Related
Décuments; and i all othisr instruments and agréements bietween Bomwer and.Lender. Borrower shall notify Lender immediately In writing of
any default In conneotion with any agreement. .

Operaﬂons. Maintain executive and management personnal with substantially the same qualifications and experienice as the present executive
and management parsonnel; provide written notice to Lender of any change In executive and management personnel; conduct its business affairs

Envlmnmnnml Studiu. Promptiy conduct and comp!ete at Borrower's expanse, all such investigations, studles, samplings and testings as may
be requestad by’ Lender or any governmental authority relative to any substance, or any waste or by-product of any substance defined as toxic or
a hazardous substarics under applicable federal, state, or local law, nuls, regiation, order or dlrecﬂve, ator affectmg any property or any facility

owned téased Jor used by rrower
c°mpxtancq with Govommontal Requirements. Coniply with alt laws, ordinances, and regulations, now or hereafter in effect, of all
govementairauthorm appilcable 1o the conduct of Borrower's properties, businesses and operations, and o the use or occupancy of the
Cofiiteral; Inicluding without fimitation, the Amerlcans With' Disabliiles Act: Bomower may contest In good faith- any such law, ordinance, or
regulation and' withhold compliance during any proceeding, lnc!uding ‘appropriate appaals, 8o long as Borower has rotified Lender In writing prior
to dolng s6'and 8o long as, In Lender's sole opinion, Lander's Intérests in the Cdllateral are nat jeopafdtzed Lénder may require Borrower to post
adequaio secumy or a surety bond reasonably satistactory to Lender, to protect Lsnder's lntarast

Inspectlon. Pennn empioyeas or agents of Lender at any réasonable time to inspect any and ail Collateral for the Loan or Loans and Borrower's
otfter proportios and to exarhine or audit Borrowers books, gecounts, and records ‘and to make copies and memoranda of Borrower's books,

accounts; and records, " If Borrower now or at any time hereafter maintains any records (including without iimitation computar generated records
and computer softwars programs for the generation. of such records) In the possession of a third party, Borrower, upon request of Lender, shall
natify such parly to permit Lender free access. to such records at all reasonable times and to provida Lender with copies of any records it may

raqusst, all at Borrower's expense

Comgpilance Certificates. .Unless waived In writing by Lender, provide Landar at least annuaily with a cemﬂcate executed by Bonowar's chlef
financial officer, or. other officer-or person acceptable to Lender, certifying that the representations and warranties set forth in this Agreement are
true and. correct as of the date of the certificate and further cemfylng that, as of the date of the certificate, no Event ‘of Default exists under this

Agresmam

Environmental Compiiance and Reports. Borrower shall comply in all respects with any and all Environmental Laws; not cause or permit to
exist, as a result of an Intentional or unintentional action or omission.on Borrower's part or on the part of any third party, on property owned and/or
occupled by Borrower, any-environmental activity where darmage may resutt to the environment, unless such environmental activity is pursuant to
and in compliance with the conditions of a permit lasued by the appropriste federal, state or local governmental authorities; shall fum!sh to Lender
promiptly ‘and I any event within thirty (30) days after receipt thereof a copy of any notice, summons, lien, citation, directive, latter or other
communication from any govérnmental agency or instrurnentallty concerning any intentional or unintentional action or omission on Borrower's part
In connection with any environmiental activity whether or not thiere Is damagse to-the environmerit and/or other natural resources.

Additional "Assurances: ‘Make, execute and deélfiver to- Lender such promissory notes, morigages, deeds of trust, security agresments,

assignmants, ﬁnancing statements, Instruments, documents and other agreements as Lender or lts attorneys may reascnably request to evidence

and secure the Loans and to perfect all Secmny Interests.
LENDER'S EXPENDITURES. If any action or proceeding s commenced that would materlally affect Lender's Interest in the Coliateral or if Borrower
falls to comp:y with any provision of this Agreemant or any Related Documeénts, Including but not iimited to Borrowsr's, fallure to ‘discharge or pay when
due any amounts Borrower ls required. to discharge or pay under this Agreament or any Related Docurments, Lender on Borrower's behalf may (but
shall not-be obligated to) take arty action. that.Lender deems.appropriats, Including but not limited to discharging or paying all taxes, liens, security
interasts, encumbrances and other claims, at any time levied or placed on any Collateral and paylng all costs for insuring, malntaining and preserving
any Coflateral. All such axpenditures Incurred or pald by Lender for such purposes will then bear interest at the rate charged under the Note from the
daté Incurred or paki by Lender to the date of repa by Borrower: - All Such axpénses will become a part of te Indebtedness and, at Lender's
option, will (A) be:payable on demand; (B) be added to the balance of the:Note arid be apportioned’ among and be payable with any Instalimant
payrents to become dus during either .(1) the term ‘of-any. applicable ‘Insirance poliay; or (2) the remaining term of ths Nota. or (C) be treated as a

ba)taon payment whtch will te due ‘and’ payabla at the Notc’s maturty.
NEGATIVE covsumrs Borrower covenanta and agress: with’ Lander that whlla th!s Agreomem is In effect, Borrower shall not, without the prior

-written consent of Lender
lndebtednm and Liens. (1) Except for trade debt incurred in the normal course of business and indebtedness to Lender contemp!atad by this
Agreement, create, Incur or assume indebtednes& for borrowed monay, Including capital leases, .(2) sell, transfer, mortgage, assfgn pladge,
ledse, grant a securlty Inferest In, or encumber any of Borrower's assets (excapt as allowed as Permitted Liens), or (3) sell with recoursa any of

Bonnwer‘s accounts exoapt to Lendsr.

COnﬂnuny ot Operaﬂonu ) Engaga In any business. activities substantiaﬂy dmerent than those In which Borrower Is presently engaged, . (2)
cease operations, liquﬁata merge, transter, acquire or consolidate with any other entity, change Its name, dissclve or transfer or sell Collatéral out
of the ordinary course of business, or (3) pay any dividends on Borrower’s stock (other than dividends payable In Its stock), provided, however
that- notwithstanding. the foregoing, but only. 50.lorig as no Event.of Default has occurred and is continuing or would result from the payment of
dividends, if Borrower I3 a "Subchapter $ Corporation® (as darﬁned Inthe, Internal Revenue Cods of 1986, as amended), Borrower may pay cash
dividends on its stock o s sharehoiders from time to timie i ‘afounts necassary to enable the sharehoiders to pay Income taxes and make
astimated Income tax payments to satisfy thelr llabﬂrﬁes under- federal ang. stata law. which arise solely from their status as Shareholders of a
Subchapter S Corporation because of their ownershlp of sharas 6f Bofrower's stock, or ‘purchase or retira any of Borrower's outstanding shares or
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alter or amend Borrower's capital structure, : o
Loans, Acquisitions and Guarantles. (1) Loan, invest In or advance money. or assets to any other person, enterprise or entlty, (2) purchase,
create or acquire any interest In any other entarprise or entity, or (3) Incur any obligation as surety or guarantor other than In the ordinary course

of business

Agreements. Borrower wiil not enter Into-any agreement containing any provisions which would be violated or breached by the performance of

Borrower's obligations under this Agresment or in connection herewith
CESSATION OF ADVANCES. If Lender has made any commitment o make any Loan to Borrower, whether under this Agreement or under any other
agreement, Lender shall have no obligation to make Loan Advances or to disburse Loan procesds I: (A} Borrower or any Guarantor is In default
under the terms of this Agresment or any of the Related Documents or any other agreement that Borrowsr or any Guarantor has with Lender: 8}
Barrower or any Guarantor diss, becomas incompeterit or bécomes Insoivent, flles a petition in bankruptcy or simiiar proceedings, or is adjudged a
bankrupt; (C) there occurs a material adverse change in Borrowér's financlal condition, In the financlal condition of any Quarantor, or In the value of
any Collateral securing any Loan; or (D) any Guarantor seeks, claims or otherwise attempts to liiit; modify or revoke such Guarantor's guaranty of the
Loan or any other foan with Lender; or (E) Lender in good faith deems liself insecure, even though no Event of Default shall have otcurred
RIGHT OF SETOFF. To the axtent penmitted by applicable.iaw, Lender reserves a right of setoff In all Borrower's accounts with Lender {(whether
chacking, savings, or some other account), This includes all accourits Borrower holds Jolntly. with someone else and all accounts Borrower may open In
the. future. Howaever, this does not include any IRA or Keogh accounts, or. any trust accounts for which setoff would be prohibited by law. Borrower
authorizes Lender, tg the extent permitted by applicable law, to charge or setoff all sums owing on the Indebtedness [against any and all such accounts,
and, at.Lander's .option, to administratively freeze all such accounts to allow Lender to protect Lenders chargs and setoff rights. provided In this

paragreph. .
DEFAULT. Each of the following shall constitute an Event of Default under this Agreement: .

Payitient Defauit Borrower falls to make any payment when dus under the Loan.
Other Defaults. Borrower falls to comply with or to perform any other term, obligation; cavenant or condition contained In this Agresment or in
any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contalfed In any cther agreement

between Lendsr and Borrower. ,
Default in Favor of Third Parties. Borrower or any Grantor dafaults under any loan, extension of credit, security agreement, purchase or sales

agreement, or any other agresment, in favor of any other creditor or person that may materially afect any of Borrower's or any Grantor's property

or Borrower's or any Grantor's abllity to repay the Loans or perform thelr respective cbligations under this Agreement or any of the Related

Documents
Faise Statements. Any warranly, representation or statement made or fumished to Lender by Borrower or on Borrower's behalf under this
Agresment or the Related Documents is false or misieading In any materlal respect, either now or at the time made or furnished or becomes false

or misleading at any time thereafter .
Insoivency. The diasclution or tenmination of Borrower's existence as a going business, the insolvency of Borrower, the appointment of a recelver
for any part of Borrowar's property, any assignment for the beneflt of creditors, any type of creditor workout, or the commencement of any

procesding under any bankruptey or insolvancy laws by or against Borrower )
Defactive Collateralization. This Agreement or any of the Rslated Documents ceases to be in full force and effect (including faillure of any
collateral document to create 4 valid and perfected security Interast or llen) at any time and for any reason . ‘
Credltor or Forleiture Proceedings. Commancement of foreciosure or forfeiture proceedings, whether by judiclal proceeding, seif-help,
repossession or any other method, by any creditor of Borrower or by any governmental agency -against any collateral securing the Loan. This
Includes & gamishment of any of Borrower's accounts, including deposit accounts, with Lender. ‘Howaever, this Event of Defauft shall not apply if
thera Is a good faith dispute by Borrower as to the validity or reagoriableness of the ciaim which Is the basis of the oreditor or forfsiture proceeding
and it Borrower glves Lender writteri notice of the creditor or forfeltire ‘proceeding and deposité with Lender monjes or a sursty bond for the
creditor or forfsiture proceeding, In an amount determined by Lendet, in its sole discretion, ds being an adequate resaive o bond for the dispute.
Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the Indebtedness or any Guarantor dlies
or becomes Incompetent, or revokes or disputes the validity of, or llabllity under, any Guaranty of the Indebtedness. In the event of a death,
Lender, at its option, may, but shall not be required to, permit the Guarantor's ‘estaté to’ assume unconditionaily the obligations arising under the
guaranty in a manner satisfactory to Lender, and, in doing so, cure any Eventof Defautt - e s

Change in Ownership. Any change in ownership of twenty-five percant (25%) or more of the common stock of Bormawer.
Adverse Changs. . A material adverse change occurs In Borrower's financlal condition, or Lender bellsves. the prospect of payment or
performance of the Loan is Impafred . . . . . ‘ S '

Insecurlty. Lender In good faith befleves jiseif insecure

Right to Cure. If any default, other than a defait on Indebtedness, is-curable and if Borrower or Grantor, as the case may be, hes not besn given
& notica of & similar default within the preceding twslve (12) months, it rmay be cured if Borrower or Grantor, as the case may be, after receiving
written notice from Lender demanding cure of such default: (1) cure the default within fifteen (15) days; or (2) If the cure requires more than
fifteen (15} days, .immediately Initiate steps which Lender deems In Lendsr's sole discretion to be sufficient to cure the defauit and thereafter
continue and complete all reasonable and necessary steps sufficlent to produce compliance as soon as reasonably practica . ) ‘

EFFECT OF AN EVENT OF DEFAULT. If any Event of Default shall occur, excopt where otherwise provided In this Agreement or the Related
Dosuments, all commitments and obligations of Lender under this Agreement or the Related Documents or any cther agreement immediately wil
terminate (Including any obligation to make further Loan Advances or disbursements), and, at Lander's option, all Indebtedness Immediately wil
become dus and payable, all without notice of any kind to Borrower, except that in the case of an Event of Default of the type described In the
“Insolvency” subsection above, such acceleration shall be automatio and not optional. In addition, Lender shall have all the rights and remedies
provided-in the Retated Documents or avaflable at law, | equity, or otherwise. Excspt as ray be prohibited by applicable law, all of Lender's rights
and remedies shall be cumulative and may be exercised singularly or concurrently. Elsction by Lendsr to pursue any remedy shall not exclude pursult
of any other remedy, and an elaction to make expenditures or to take action o perform an obligation of Borrower or of any Grantor shall not affect
Lender's right to declare a defallfand 1o exsrcise its rights and remedies. ST e

REQUIRED DEPOSIT RELATIONSHIP, - . - S S , ;
Constitutional Casualty Company shall maintain a miniumum of 35,009§QQQ'pn:deppg1§'w.L9nder throughout the life of this loan.
MISCELLANEOUS PROVISIONS. The follov  “niscellaneous provisions are a part of this Agreemer

- Ewandmants Thic Arraemant tnaathar i any Ralatad Nneumants ennetititas tha antlrs nndevstanding and aareement of the parties as to the
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mattars set forth In this Agreemant. No alteration of or amendment to this Agreement shall be effective unless givan In writing and signed by the
party or parties sought to be charged or bound by the alteration or amendment.

Attomeys Fess; Expenses. Borrower agrees to pay upon demand ell of Lender's costs and expenses, including Lender's attomeys’ fees and
Lender's legal expenses, Incurrad In connection with the enforcement of this Agreement, Lender may hire or pay someone eise 1o help snforce
this Agreement, and Borrower shall pay the costs and expenses of such enforcement Costs and expenses includs Lender's attomeys’ fees and
isgal. expenses whether or not there Is a lawsult, Including attomeys' fees and legal expenses for bankruptey proceedings (Including efforts to
modify or vacats any automatic stay or injunction), appeals, and any anticipated post-judgment collection services. Borrower also shall pay all

court costs and such eddttional fees as may ba directed by the court

Caption Hndings. Caption headhgs n’ thie Agraement are for conveniénce purposes only and are not to'be used to interpret or define the

provlslons of this Agreement.
Congent to Loan Parzlclpatton. Borrower ‘agrees and consents 1o Lender's sals or transfer, whether now or later, of one or more' particlpation
lnterests in the Loan to ane or maore purchasers, whelher related or unrelatad to Lender, Lender may provide; without any limitation whatsoever,
to any one o more purchasers, of poteritial purchasers, any Inforration or knowlsdge Lander may have about Borrower or about any other matter
relating to the Loan, and Borrower hereby waives any rights to privacy Borrower may have with respect to such matters. Borrower additionaily
waives any and all noliced of sale of participation interests, as well.as all notices of any. repurchase of such participation Interests. Bormower also
agrees that the. purchasers of any such participation !nterests will ba considered as the absolute owners of such. interests In the Loan and will have
all the.rights granted under the participation agréement or agreements goveming the sale of such participation interasts. Borrower further walives
allrights: of offaat or counterciaim that It may Have riow or latér against Lender or against any purchaser of such a participation Interest and
uncondiﬁonally afrees that elther Lender or such purchaser may enforce Borrower's cbligation under the Loan irrespective of the fallure or
Insolvency of any holder of any Intérest in the Loan, Borrower furthér agrees that the purchaser of arly such participation interests may eiorce its
interests Irrespective of any pefsonal claims or defenses that Borrower may have against Lender.

This Agreemant wili. b govermd by tederal law appllcabb to Lender and, to the extent not preempted by federal iaw,

Governlhg Law.
the laws of the sme of Imnols wlthout regard to its oonmcu ‘of law provisions. This Agreement has been accepted by Lander In the

StatQ of lll .
C‘.‘holcu of Venue. if thera ls a Iawsuxt. Borrower agraes upan Lender's requast fo submit to the jurisdiction of the courts of Lake County, State of

lilinols - .

No’ Walver by ‘Lender. Lender shall fot be deemad to have walved any rights under this Agreement unless such walver ls given in writing and
signed by Lender. ‘No delay or omission on the part of Lender in axercising any right shall operate as a waiver of such right or any other right. A
walver by Lander of a'provision of this Agreement shall not prejudics .or. constitute & walver of Lenders right otherwise to -demand strict
corfipliance with that provislon or ahy other provision of this Agreement. No prior waiver by Lender, nor any course of dealing batween Lendar

and:Bo /g, or betwm Lender and any ‘Grantor, shall constitute a walver of any of Lender's rlghts or of any of Borrower's or any Grantor's
obligaﬂon. to any futurg transacﬁons "Whenever the consent of Lenider is required under this ‘Agreerient, the' granting of such consent by
Lerder in any Instance. shall not cénstitute continuing consent to subsequent instances where stich cansent is required and In all ceses such
consent may be granted or withheld In the sole discretion of Lender -

Notices. Any notice required to ba given under this Agresment shall be given In writing, and shall be effective when actually delivered, when
actually received by telefacsimile (unless otherwise required by law), when deposited with a nationally recognized ovemight courler; or, if malled,

when deposited in‘the United States mall, as {irst class, certifled or ragistered mall postage prepaid, directed fo the addresses shown near the
besggr‘mg of this Agresment. Any party may change its address for notices under this Agresment by giving formal writien notice to the other
pal specilying that the purpose of the notice is to change the party’s address. For notice purposes, Borrower agrees to keep Lender informed
at all tfmea of Borrower's current address. Unless otharwise provided of requtred by law, i thers is more than ons Borrower; any notice glven by
Borrowor Is deamed fo be notice given to all Borrdwers

Severablilty. if-a court of compatent jurisdiction finds any. provisﬁon of this Agreement to.be lllegal nvalld -or unentorcaable as to any

clreumstance, that finding shall. not make- the offending provision Hlegal, invalid, or unenforceable as to any other clrcumstance. If feasibie, the

offending provision shall bs considered modified so that it becomes lagal, valid and enforceabls. If the offending provision cannot be so modified,

it shall be considerad deleted from this Agresment. 'Unless othérwide required by law, the lliegaifty, invalidity, o unenforceability of any provigion

of this Agreement shall-not affect the legaiity, validity or enforceability of any other provision of this Agreement

Subsidiaries and Afflllates of Borrower. To the extent the conteRt of any provisions of this Agreement makes it appropriate, including without
limitation any representation, warranty or covenant, the word "Borrower” as used.in this Agreement shall include all of Borrower's subsidiaries and
affllates. Notwithstanding the foregaing however, under no clrcumstances shall this Agreement be construed to require Lender to make any Loan

or other financial acconmodation to any of Borfowar's subsidiarias of affiiates

Succmon and Assigns. All covehants and agreements by or on behaif of Borrower contained in this Agreement or any Felated Docurnents
shall bind Borfower's’ stccessors and assigns and shall inure to the bensfit of Lender and 1ts successors and assigns. Borrowsr shall not,
however, have:the right ! fo assign Borrower's rights undar this Agreement or any interest therein, without the prior written consent of Lender

Suirvival” of Rapreuntatiom ang Wumntlu Borrower understands and agrees that In making the Loan, Lender Is relying on all
representabons. warfanties; and covenarits made by Borrower in this Agreement of In any certificate or other Instrument dellverad by Borrower 1o
Lender under this Agree ant or the Related’ Documents. Borrower fiither agrees that regardlass of any investigation made by Lender, all such
represmtiom “Warranties and covenants will survive the making of the Lodn and dalivery to Lender of the Related Docurnerits, shall be
continuing-In riature, and shall ramaln. In full-force and effect unif such time as Borrower's Indebtedness shall be paid in full, or untl this

Agreement shall be. tarminated in the manner provkied abovs, whichever is the last to occur.

Timd is of thc Essenco. Time is of tha esgence in the performance of this Agreament

Walve. Jury. All parties to-this Agmment h-roby walve the right to any jury trlal in any action, proceeding, or counterclalm brought by

any party against any other party.
DEFINITIONS. The following capltalized words and terms shall have the following meanings when used in this Agreement. Unless specifically stated
to the contrary, all references to.dollar amounts shall mean amounts In lawful money of the United States of America. Words and terms used In the
singuiar shall include the piursl, and the plural shall include the singuler, as the context may require. Words and terms not otherwise defined In this
Agraervient shall have the meanings attributed to such tarms In the Uniform Commercial Cods. Accountirig words and terms ot otherwise defined In
this Agreement shall have the meanings assigned to them in accordance with. ganerally accepted accounting principles as in effect on the date of this

Agreement:
Advance. The word *Advance” means a disbursement of Loan funds mada, orto be made, to Borrower or on Borrowsr’s behalf on a line of credrt

or multlple advance basis under the terms and conditions of this Agréament.
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Agréement. The word "Agreement’ means this Buslness Loan Agreement, as this Business Loan Agreement may be amended or modified from
time to time, togsther with all exhibits and schedules attached to this Buslnss; Loany Agregmem from time to time. -

Borrower. The word “Borrower* means Copco, inc. and Inciudes a!l.co-slgnars and co-makers signing the Note and all their successors and

asslgns.
Collateral. The word “Collateral* means all properly and sssets granted as colflateral security for a Loan, whether real or personal property,

whether granted directly or indirectly, whether granted now or in the future, and whether granted in the form of a security Interest, morigage,
collateral mortgage, deed of trust, assignment, pledge, crop pledge, chattel morigage, collateral chattel mortgags, chattel trust, factor's fien,
equipment trust, conditional sale, trust receipt, lien, charge, llen or title retention contract, lease or consignment Intended as a security device, or
any other security or Hlen interest whatscever, whether created by law, contract, or otharwise, .
Environmental Laws. The words “Environmenital Laws® mean any and al state, federal and local statutes, regulations and ordinances relating to
the pratection of human health or the environment, Including without limitation the Comprehénsive Enviranmental Response, Compensation, and
Ligbliity Act of 1880, as amended, 42 U.S.C. Section 9801, et seq ("CERCLA"), the Superfund Amendments snd’ Reauthorization Act of 1686, Pub.
L No. 98-499 {"SARA"), the Hazardous Materidis Transporteion Act; 48'U.S.C. Saction 1801, 6t seq , the Resource Conservation and Recovery
Act, 42 U.S.C Section 8801, et seq,, or other applicable state-or federal laws, rules, or regulations adopted pursuant thereto,

Event of Default The words “Everit of Default' mgan any of the events of dafault set forth i this Agréeiment In the default section of this
GAAP. The ward *GAAP" means generally accepted accounting principles;
Grantor. The word “Grantor* means each and all of the persons or entfties
without limitation all Borrowers granting such a Sacurity Interest .
Guarantor. The word *Guarantor* means any guarantor, surety, or accommodation party of any or all of the Loan

Guaranty. The word *Guaranty” means the guaranty from Guararitor 1o Lender, including without limitation a guaranty of all or part of the Nots
Hazardous Substances. The words *Hazardous Substances* mean matarials that, bacause of their quantity, concentration ot physical, chemical
or Infectious characteristics, may cause or pose a present or potential hazard to human health or the.environment when improperly used, treated,
stored, dispoged of, gsnerated, manufactured, transported or otharwiss handied. The words "Hazardous Substances® are used In thelr very
broadest senge and include without limitation any and all hazardous or toxic substances, materlals or waste as defined by or listed under the
Environmental Laws. The term “Hazardous Substances” also includes, without iimitation, petrdleum and petroleumn by-products or any fraction

thereof and asbastos. ) '
Indebtedness. The word ‘“indebtedness” means the Indebtedness evidenced by the Note or Related Documents, Including all principal and
interast together with all other indebtedness and costs and expenses for which Borrower Is responsible under this Agreement or under any of the

Reilated Documents.
Lender. The word "Lender* means NorthSide Community Bank , lts successors and assigns.

Loan. The word "Loan” means any and all loans and financlal accommodations from Lander to Borrower whether now or hereafter existing, and
howéver evidenced, including without limitation those loans and financlal ‘accommodations described herein or described on any exhibit or

schedule attached to this Agreément from time to time. .
Note. The word *Note" means the Note executed by Copco, Inc. in the principal amount of $7,050,000.00 dated Novernber 26, 2007, together
with all renewals of, extensions of, modifications of, refinancings of, consolidations of, and substitutions for the riote or credit agreament

Permitted Llens. The words "Permitted Liens" mean (1) llens and security interests securing indebtedness owed by Borrower {0 Lender; (2)
liens for taxes, assessments, or similar charges either not yet due or being contested in good faith; (3) liens of materialmen, machanics,

warshousemen, or carriers, or other like llens arising In the ordinary course of business and securing obligations which are not yet delinquent; (4)

purchase money liens or purchase money security interests upon or in any property acquired or held by Borrower in the ordindry course of
business 1o, secure indebtedness outstanding on the date of this Agresmsnt or permitted fo be incurred under the paragraph of this Agreemant
titled "Indeitedniess and Liens; (S) ‘llens and security Interets which, as'of the date of this- Agresmert, have been disclosed 16 andapproved by
the Lender In writing; ahd (8) * thiose llens aind ‘secuiity Interests which In the aggregate conktitute an immaterial‘and Insignificant monetary amount
with respect to the net vaiue of Borrower's assets - g ] - . '

Related Documents. The words "Related Documents® mean all promissofy notes,’ credit agresments,’ loan agreements, environmental
agreerents, guaranties, security agresments, mortgages, deéds of trust, security deeds, collatéral mortgages, and’ all other - instrumnents,
agreements and documents, whether riow or hereafter existing, eXecited i connection with the Loan o - o
Security Agreement. The words "Security Agresment” mean and. Include without iimitation any .agreements, promises, covenants, arrangements,
understandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, representing, or creating a Security

Interest. : o
Security interest. The words "Securlty interest® mean, without limitation, any and all types of collateral securlty, presant and future, whether in the
form of a lien, charge, encumbrance, morigage, deéd of trust, security deed, assignment, pladge, crop pledge, chattel mortgage, collateral chattel

mortgagé, chattel trust, factor’s lien, equipment trust, conditional sale, trust racelpt, llen or tile fetention contract, lease or conslgnment Intended &8
a security.device, or any other securlty or lien interest whatsoever whether crested by faw, contract, or otherwise, g

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGREES TO
ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED NOVEMBER 26, 2007,

granting & Securlty Interest In any.Colateral for the Loan, including

BORROWER:

COPCO, INC.

By:
Herbert F. Stride Sr., President of Copco, Inc.
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Agresment. The word "Agreement” means this Buslness Loan Agreement, gs this Business Loan Agreement may be amended or modified from
time to tims, togsther with all exhibits and schedules attached to this Business Loan Agreement from time to tims.

Borrower, The word *Borrower” means Copeo, Inc. and Includes all co-élgners and co-makers signing the Note and all thelr successors and

asgigns
Collateral. The word *Collateral* means all property and assets granted as collateral security for a Loan, whether real or personal property,
and whether granted in the form of a security interest, morigage,

whether granied directly or indirectly, whather granted now or In the future,

collateral mortgage, deed of trust, assignment, pledge, crop pledge, chatts! mortgage, collateral chattei morigage, chattel trust, factor's Hen,
equipment trust, conditional sale, trust recelpt, llen, charge, flen or title retention contract, lease or consignment Intended as a security device, or
any other securlty or lien interest whatsoever, whether created by taw, contract, or otherwise.

Environmental Laws. The words “Environmental Laws” mean any and all state, federal and local statutes, regulations and ordinances ralating to
the protection of human heaith or the environment, including without limitation the Comprehensive Environmental Response, Compensation, and
Llability Act of 1980, as amended, 42 U.S.C. Section 9601, et 88q ("CERCLA”), the Superfund Amendments and Reauthorization Act of 1868, Pub
L. No. 98-499 (*SARA"), the Hazardous Materials Transportation Act, 48 U.S.C. Section 1801, et seq., the Resource Conservation and Recovery
Act, 42 U S.C. Section 8901, et seq., or other appiicable stats or federal laws, rules, or regulations adopted pursuant thereto.

Event of Default. The words “Event of Default* mean any of the events of default set forth In this Agraemant in the default section of this

Agreement.
GAAP. The word "GAAP" means generally accepted accounting principles

Grantor. The word "Grantor* means eech and all of the persons or entities granting a Security Interest In any Collateral for the Loan, Including
without limitation all Borrowers granting such a Security Interest.

Guarantor. The word “Guarantor* means any guarantor, surety, or accommodation party of any or ali of the Loan.

Guaranty. The word "Guaranty” means the guaranty from Guarantor to Lender, including without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words “Hazardous Substances® mean materials that, because of their quantity, concentration or physical, chemical
or Infectious characteristics, may cause or pose a present or potential hazard to human health or the environment when improperly used, treatad,
stored, disposed of, generated, manufactured, transparted or otherwise handled. The words ‘Hazardous Substances® are used in their very
broadest sense and Inciude without limitation any and all hazardous or toxic substances, materials or waste as defined by or listed under the

Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum and petroleum by-products or any fraction

thereof and asbestos.
Indebtedness. The word “Indebtedness® means the indebtedness svidenced by the Nots or Related Documents, Including all principal and
Interest together with all other Indebtedness and costs and sxpensas for which Borrower Is responsible under this Agreement or under any of the

Relatad Documents
Lender. The word “Lender* means NorthSide Communlty Bank , lts successors and assigns

Loan. The word “Loan" means any and all ioans and financial accommodations from Lender to Borrower whether now or hereafter existing, and
however evidenced, Including without limitation those loans and financlal accommodations described herein or described on any exhibit or

scheduie attached to this Agreement from time to time.
Nots. The word “Note* means the Note executed by Copco, Inc in the principal amount of $7,050,000.00 dated November 26, 2007, togsther
with all renewals of, extensions of, modifications of, refinancings of, consolidations of, and substitutions for the note or credit agreement

Permitted Liens. The words "Penmitted Lians" mean (1) llens and securily interests securing Indebtedness owed by Borrower to Lander; [£3]
llens for taxes, assessments, or simliar charges elther not yst due or being contested In good faith; (3) llens of materiaimen, mechanics,
warshousemen, or cariers, or other Iike llens arising in the ordinary course of business and securing cbligations which are not yet delinquent; {4)
purchase money llens or purchase money securlty interests upon or in any property acquired or heid by Borrower in the ordinary course of
business to secure Indsbladness outstanding on the dats of this Agreement or permitted to be incurred under the paragraph of this Agreement
titled “Indebtedness and Liens®; (5) liens and security interests which, as of the date of this Agreement, have been disciosed to and approved by

the Lender in writing; and (8) those liens and security interests which In the aggregate constitute an immaterial and insignificant monetary amount
with respact to the net value of Bomower's assets. -

Related Documents. The words “Related Documents® meen all promissory notes, credit agreements, loan agreements, environmental
agreements, guaranties, security agreemsnts, mortgages, deeds of trust, securlly deeds, collateral morigages, and all other instruments,
agreements and documents, whether now or hereafter axisting, axecuted In connection with the Loan

Security Agreement. The words "Securlty Agreemant® mean and Include without limitation any agreements, promises, covenants, arrangements,
undarstandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, reprasenting, or creating a Securlty

Interest
Security Interest. The words *Security interest* mean, without limitation, any and all types of collateral security, present and future, whether in the
form of a llen, charge, encumbrance, morigage, deed of trust, securlty deed, assignment, pledgs, crop pledge, chattel mortgage, collateral chattel
mortgage, chattel trust, factor's llen, equipment trust, conditional sale, trust receipt, lien or titte retention contract, lease or consignment intended as
& security device, of any other security or llen interest whatsoaver whether created by law, contract, or otherwise. :

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGREES TO

ITS TERMS, THIS BUSINESS LOAN AGREEMENT IS DATED NOVEMBER 28, 2007,

BORROWER:

COPCO, INC,

By: ‘
esident of Copco, I;ic,

‘M A

[
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LENDER:

NORTHSIDE COMMUNITY BANK
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C ANGE IN TERMS AGREEMI T

only and do nctjn&'m;‘;?nc‘abimy of this document to any

Any ftem above containing ***** has been omitted dus fo text length limitations.
Borrower: Copeo, Inec. L.ender: N‘cpdﬁéidé Community Bank
111 West Washington Street, Sulte 820 ) Gurnes Location i
Chicago, it, 80602 : ) 5103 Washington Strest
Gurnes, L. 80031

Principal Amount: $6,950,000.00 Date of Agreement: November 26, 2008
DESCRIPTION OF EXISTING INDEBTEDNESS. - A
A prorr"\issdry note'to Lender dated November 26, 2007 In the amount of Seven Million Fity Th

DESCRIPTION OF COLLATERAL. . : -
(1) A Commercial Securtty Agréement to Lander dated November 26, 2007 with regard to All invantory, squipmant, accounts (including but not Imited
to all health-care-insurance receivables), chatial paper, instruments {including but not limited to all promigsory notes), letter-of-credit rights, letters of
credit, documents, deposit-accounts, investment property, maney, ather rights to paymerit and performance, and general intangibles (Including but not
imited to all softwaré 8nid all payment intanglties); all of,, gas and othier minerals before extraction; all ofl, gas, other minerals and accounts constituting
ag-extracted colldtsral; all fixtures; all tinbar to-be cut; ali attachments, accessions, accéssories, fittings, increeses, tools, parts, repaire, supplies, and
comimingled goods ralating to the foregoing property, and all addiions, raplacements of and substitutions for alf or any part of the foregoing property;
all-Insurance refunds relating to the foregoing propenty; all good wil relating to the foregoing proparty; ail records and data and embeddad software
relating to the foregoing property, and ail equipment, Inventory and soltware to utiiize, creats; maintain and pracess any such retords and data on
slactronie miédia; and all supporting obligations relating to the foregoing: property; -ail whether now existing or hereafter arisirig, whether now owned or
hereatter acquired or whether now or hersatter subject to any rights In the foregolng property; and alf products and precesds (including but not limited

to all insurance payments) of or relafing to the foragoing property. i .

(2) A Commarcial Pledge Agreément 10 L.erider datsd November 26, 2007 with regard to 17143 Shares of ALIKAT Stock, Cusip No(s). 85 & 253 and
1000 Shares of Copea/Deerpath Inn Comoration Stock, Cusip No 1 (this stock maybe on a future date replaced with 1000 shares of Copco, Inc Cusip
No.2). . -

DESCRIPTION OF CHANGE IN TERMS.

(1) Extending ths maturity date from Novamber 28, 2008 to November 28, 2008

{2) . Increasing the Interest rate from The Wall Street Joumal Prime Rate plus a margin of 50% to The Wall Street Journal Prime Rate pius &
75% as described below inthe paragraph eniiied "VARIABLE INTEREST RATE".

(3) Adding.d floor-rate as déscribed below in the' paragraph entitied "VARIABLE INTEREST RATE" '
PROMISE TO PAY. Copco, Inc. (“Borrower”) promises to pay to NorthSide Community Bank (*Lender”), or order, In lawful money of the
United States of America, the principal amount of Six Million Nine Hundred Fifty Thousand & 00/100 Dollars ($6,950,000.00), together with
Interest on the unpaid principal balance from November 26; 2008, until pald In full. - : - )
PAYMENT. Subject to any payment changes resulting from changes in the Index, Borrower will pay this loan in 3 principal payments of
$25,000.00 sach and one final ‘principal and interest payment of $6,858,454.86. Borrowar’s first principal payment is due February 28, 2008, and
all ‘subsequant priricipal paymments are due on the same day of each quarter after that. In additioh, Borrower will pay regular quarterly
payments of all accrued unpaid Interest due as-of sach payment date; ‘beginning February 26, 2008, with all subsequent interest payments to
be due on'thie same.ddy of sach quarter after that, ‘Borrower’s firial payment due November-26, 2008, will be for- ali principai.and all accrued
Interest nat yet.pald. Unless otherwise agreed or required by appiicable. law, payments will be applisd first to any unpaid collection costs;
then to any late charges; then to ary accriied unpald interest; and then to principal. Borrower wiil pay Lender at Lender's address shown
above or at stich other place as Lendar may designate In writing, . T

VARIABLE INTEREST RATE. The Interest rate on this loan Is subject to change from tiine to time based on changes In an independent Index which is
the The Wall Street Journal Prime Rate (the "Index"). The Index Is not necessarlly the lowest rate charged by Lender on its loans  1f the index bacomes
unavallable during the term of this loan, Lender may designate a substiute index after notifying Borrower. Lender will tell Borrawer the ourrent Index
rate upoh Borrowsr's: request. Thé Interest rate thainge-will not'ocour mare often than each day. Borrower understands that Lender may make loans -
based on other rates as well. The Index currently Is 4.000% per annum. The interest rate to be applled to the unpald princlpal balance of this lean
wil be caloulated as. described in the “INTEREST CALCULATION METHOD" paragraph using 2 rato of 0.750 percentage points over the Index, rounded

3 inimum and maximum rate limitations described below, resulting in ah Initlal rate of

ousand Dollars ($7,050,000.00).

margin of

up- 1o te nearest 0.125 percent, adjusted if necessary for any minimt naximum rate limitations descr j in an Initlal rate ¢
4.750% . NOTICE: . Under no circumstances will the interest rate on this Idan be: lags than 4.250% per annum or more than the. maximum rate allowed

REST. CALCULATION METHOD. ‘Iriterest on this. ican is computed on a 365/360 basis; that Is, by applying the ratlo of the Interest rate
year of 360 days, multiplled by the outstanding principal balance, muitiplied by the actual number of days the principal balance is
tar All Intérest payabls Under this loan is computed using this method.” - - o ‘ )
AYMENT. Borrowar agrees that all Ioan fees and other prepaid finance charges are eamed fully as of the date of the loan and will ot be subject
to refund upon .sarly payment (whether voiuntary or as 4 result of default), exoept as otherwise requirad by law. Except for the foregoing, Borrower
may pay without penalty all or a portion of the amount owed edrllér than it is due. Early payments wilt not, Uinless agreed to by Lender in writing, relleve
Borrower of Borrower's obligation to continue to make payments under the payment schedule. Rather; early payments will reduce the principal balance
due and may rasult In Borrower's making fewer payments. Borrower agrees not to send Lender. payments marked “paid in full®, “without recourse”, or-
similar. language, If Borrower sends such a payment, Lender. may accapt It without losing any of Lender’s rights under this Agreement, and Borrower.
will_remain obﬁ'g::éd to pay.any further amount owed to. Lander, All written, communications coricerning disputed amounts, Including any gheck or
other: payment instrument that Indicates that the payment constitutes "payment in-full* of the amount owed or that Is tenderad with other conditions or
goﬂ%wm or as full satisfaction of a disputed dmount rwst be malied or delivered to: NorthSide Comrmunity Bank , 5103 Washington Street Gumee, IL
1. o
LATE CHARGE. If a payment Is 10 days or more late, Borrower will be charged 5.000% of the regularly scheduled payment or $10.00, whichever is
greater.
INTEREST AFTER DEFAULT. Upori default, Including fallure to pdy upon final maturlly, the interest rate on this loan shall be increased by adding a
5 000 percentage point margin ("Defaull Rate' Margin®). The Delault Rate Margin shail also apply to each succeeding Interest rate change that would
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have appiled hadtherebeen no default. However, In o evént wil the interest ratq';é'ié&aed the maximum Interest rate limitations under applicable l'éw;,'
DEFAULT. Each of the foliowing shall constitute an Event of Default under this Agresment:

Payment Default. Borrower falls to make any payment when due under the Indebtecness ,
Other Defaults. Borrower falls to comply. with or to perform any other term, obligation, covenant or, condition contained In this Agresment or in
any of the Related Documents or to comply with or to parform any term, obligation, covenant or condition contained in any other agreament

betwesn Lender and Borrower

Default In Favor.of Third Parties. Any guarantor or Borrower defaults under any loan,
. agreemant, ar any other agreement, in favor of any other creditor or person that may materially affect any of any guaranto
or abliy to perform their respactive obligations under this Agreement or any of the Related Documents .
Faise Statements. Any warranty, rapresentation or statement made or fumished to Lender by Bomower or on Borfower's: behalf under this
Agreement or the Related Documents is false or misisading in any matsrial respect, sither now or at the time made or fumished or becomes falsg

or misisading at any time thereafter . .
issolution or termination of Barrower's axistence a8 a going business, the insolvency of Borrower, the appointment of a recelver
Ifower's property, any assignment for the benefit of creditors, ary type of creditor workout, or the commancement of any
banksuptoy o insolvericy lavs by or against Borrowsr. < "~ T T R T R T
cosctings. . Commencement .of foreclosure of forfaiture proceedings, whether by judiclal proceeding, self-help,
08568810n: ¢ melhod, by any creditor of Borrower or. by any, govemmental agency against any collateral securing the Indebtedness.
This. Includes, a gamishment of any of Borrower's accounts, including deposit accounts, with Lender.  However, this Event of Default shall not
apply. I there s a-good faith dispute by Borrower as.to the validity or reascnablanses of the claim. which Is- the basls of the craditor or forfelture
proceeding and If Borrower gives Lender. written:notice, of the.creditor o forfeiture proceeding and deposits with Lender monies or a surety. bond
for. the.creditor. or.forfelture procseding, in an amount determinied by Lender, in-its sole discretion, as being an adequate reserve or bond for the

dispute : ‘ X L ,
Events Atfecting Guarantor. Any of the preceding events occurs with respect to any Guarantor of any of the Indebtadness or any Guarantor dies
or becomes incompatent, of révokes or. disputes the validity-of, or llability under, any Guaranty of the Indebtedness evidenced by this Note.
Change In Ownership. ‘Any change In ownership of twenty-five percent (25%) or more of the cammon stock of Borrower.

Adverse Change. A matarial adverse change occurs in Borower's financial cordition, or Lender believes the prospect of payment or
performance of the indebtedness Is Impalired.

Insecurity. Lender in good faith belleves ltseif insecure.

Cure Provislons. If any default, other than a default In payment is curable arid if Borrower has not been glven a notice of a breach of the same
provision of this Agreement within the preceding twelve (12) months, it mdy be cured If Borrower, after recsiving written notice from Lender
demanding cure of such default: (1) cures the default within fitesn (15} days; or - (2) - ff the cure requires more than fiftesn (15) days, immediately
initiates steps which Lender deems in Lander's sole discretion to be sufficlent to cure the default and theresfter continuse and completes all

reasonable and necessary steps sufficlent to produce compliance as soon as reagcnably practical
LENDER'S RIGHTS. Upon defaul, Lender may declare the entire unpaid principal balance under this Agresment and all accrued unpaid interest
mmedlataiy due, and then Borrowsr will pay that amount )
ATTORNEYS’ FEES; EXPENSES. Lender may hire or pay someane sise to help collsct this Agreament If Borrower does not-pay. Bomower wil pay
Lender that amount. This Includes, subject to any limits under applicable law, Lender's attorneys’ fees and Lender's legal expenses, whether or not
there-is a. lawsult, including.attonays’ fees, expenses for bankruptcy proceedings (including efforts to modity or vacate any automatic stay or
Injunction), and appeals. If not prohibited by applicable law, Borrowsr also wil pay any court costs, in addition to ai} other sums provided by law .
rower hareby walve,the right to any |ury trial In any action, proceeding, or counteréiain brought by elther

extension of credit, security agreement, purchase or saies
r's or aonmfs property

reposgsession: or-any other

JURY WAIVER. - Lefider and Borrawer

Lerideér or Horrower against the other. - _ . . :
GOVERNING LAW, This Agreement will be governed by federal law appiicabié to Lender and, to the extent not preempted by federal law, th
laws of the Staté of lilinols without regard i Its conflicts of law Frovisions. “This Agreement has been accepted by Lender. In the Stats of

the

flinols. < = ° 7 R (
CHOICE OF VENUE. f thare is a lawsuit, Borrower agraes
CONFESSION OF JUDGMENT.  Borrower héraby Iévocably authorizes and empoivers any attomay-at-aw to appear in any court of record and fo
confess judgment agalnst Borrower for thé unpaid amount of this Agreerent as svidenced by an aifidavit signed by an officer of Lender setting forth
the amount then dus, attomeys' fees plus costs 'of sull and o ralease all errors, ard waive afl rights of appeal. f a'copy of this Agreement, verffied by
an affidavit, shall have been flled In the procesding, it will not be necessary to file the original as a warrant of attomey. Borrower walves the right to any
stay of execution and the benefit of. all exemption laws. now or hereafter. in effect..No single sxercise of the foregoing warrant and powsr to confess
ludgment will be deemed to exhaust the pawer, whether or not any such. exercise shall be held by any court to be Invalid, voidable, or void; but the
powsr will continue undiminished and may be exercised from time to time as Lender may elect untll all amounts owing on this. Agreement have. been
pald in full, Borrower hersby waives and releases any and all claims or causes of action which Borrower might have against any attornay acting under
the terms of authority which Borrower has granted heérein arlsing out of or connected with the confassion of judgment hereunder- ,
DISHONORED [TEM FEE, Borrower will pay a fee to Lander of $20.00 If Borrower makes & payment on Borrowar's loan and the check or
preauthorized charge with which Borrower pays is later dishonored .
RIGHT OF SETOFF. To the extsnt permitted by applicable law, Lender reserves a right of setoff In all Borrower's accounts with Lender {whether
unts Borrower holds Jointly with sameone else and all accounts Borrower may opsn in

checking, savings, of some other docount). This includes all acco :
this does riot include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by law. Borrower

the future. However, : : ; ‘
authorizes Lender, to the extent permitisd by applicable law, to charge cr setoff all sums owing on the Indébtedness against any and ail such accournts,
and, at'Lender's option, to administratively freeze all such accounts to allow Lender to protsct Lander's charge and setoff rights provided in this
paragraph.

COLLATERAL. Borrowar acknowleddes this Agreement is sectired by

{1) A Commerclal Security Agresment to Lender dated November 28, 2007 with regard to All inventory, equipment, accounts (Including but not limited
to all health-care-Insurance réceivables), chattel paper, Instruments (Including but not fimited to all promissory. notes), letter-of-credit rights, letters of
credit, documants, deposit accounts, Investment property, money, cther rights 1o payment and performance, and general Intangibles {inciuding but not

upan Lender's request to aiibmit io, the jurisdiction of the colits of Lake County, State of
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limited 1o all software and all payment intanglbles); al oll, gas and other minarals before extraction; all off, gas, other minerals and accounts constituting
as-extractsd coflateral; all fixtures; all timber to be cut; all attachments, accessions, accessories, fittings, increases, tools, parts, repairs, supplies, and
commingled goods relating to the foregoing property, and all additions, replacemsnts of and substitutions for all or any part of the foregoing property;
alt Insurance refunds relating to the foregoing property; all good will relating to the foregoing property; all records and data and embaedded software
relating to the foregoing property, and ali equipment, Inventory and software to utilize, creats, maintain and process any such records and data on
electronic media; and all supporting obligations relating to the foregoing property; all whether now existing or hereafter arising, whether now owned or
hereafter acquired or whether now or hereafter subject to any rights in the foregoing property; and all products and proceeds (including but not imited
to all insurance payments) of or relating to the foregoing property.

{2) A Commercial Pledge Agreement to Lender dated November 26, 2007 with regard to 17143 Shares of ALIKAT Stock, Cusip No(s). 85 & 253 and
1000 Shares of Copco/Deerpath Inn Corporation Stock, Cusip No 1 (this stock maybe on a future date replaced with 1000 shares of Copeo, inc Cusip

No. 2).

CONTINUING VALIDITY. Except as expressly changed by this Agreement, the terms of the original obligation or obligations, Inciuding all agresments
evidenced or securing the obligation(s), remain unchanged and in tull force and effect, Consent by Lender to this Agreement does not waive Lender's
fight to strict performance of the obligation(s) as changed, nor obligate Lender to make any future change In terms. Nothing in this Agreement wil
constitute a satisfaction of the obligation(s) It is the intention of Lender 1o retair as liable parties all makers and endorsers of the original obligation(s),
including accommodation parties, uniess a party Is expressly released by Lender in writng. Any maker or endorser, Including accommodation makers,
will not be released by virtue of this Agreement. If any person who signed the original obligation does not sign this Agreement beiow, then all persons
signing below acknowledge that this Agresment is given conditionally, based on the representation to Lender that the non-signing party consents to the
changes and provisions of this Agreement or otherwise will not be released by it. This walver applies nat only 10 any Initlal extansion, modification or
release, but algo to afl such subsequent actions. :

DEMAND OF PAYMENT.

Pursuant to federal law, and notwithstending any other provision of this Nots, this extension of cradit will become due and payable at the option of
Lender at any time Borrower becomes indebted to any and all other banks in an aggregate amount greater than the amount the borrower would bs
permitted 1o borrow under the provisions in the federal statutes governing loans to Insiders.

SUCCESSORS AND ASSIGNS. Subject to any limitations stated In this Agreemant on transfer of Borrower's Interest, this Agresmaent shall be binding
upon and inure to the benefit of the parties, thelr successors and assigns It ownership of the Collateral becomes vested in a person other than
Borrower, Lender, without notice to Borrowsr, may deal with Borrower's successors with reference to this Agreement and the Indebtadness by way of
forbearance or extension without releasing Borrower from the obligations of this Agreement or llabllity under ths Indebtednesas.

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Pleass notlfy us if we report any Inaccurate
information about your accouri(s) 1o a consumer reporting agency. Your written notice describing the specific Inaccuracy(les) should be sent to us at
the followlng address: NorthSide Community Bank 5103 Washington Street Gurnes, IL 60031

MISCELLANEQUS PROVISIONS. if any part of this Agreement cannot be enforcad, this tact will not affect the rest of the Agreemant. Lender may
delay or forgo enforcing any of its rights or remedies under this Agreement without losing them. Borrower and any other person who signs, guarantees
or endorses this Agreemant, to the extant aliowed by law, waive presentment, demand for payment, and notice of dishonor. Upon any change in the
terms of this Agreement, and unless otherwise expressly stated In writing, no party who signs this Agreement, whether as maker, guarantor,
accommodation maker or endorser, shall be released from liability. All such parties agree that Lender may renew or extend (repeatedly and for any
length of time) this loan or release any party or guarantor or collateral; or impalr, fall to realize upon or perfect Lender's security Interest in the collateral;
and take any other action deamed necessary by Lender without the consent of or notics fo anyone. All such parties aiso agree that Lendar may modify
this loan without the consent of or notice to anyone other than the party with whom the modification is made. The obligations under this Agreement are
joint and several.

PRIOR TO SIGNING THIS AGREEMENT, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS AGREEMENT, INCLUDING
THE VARIABLE INTEREST RATE PROVISIONS. BORROWER AGREES TO THE TERMS OF THE AGREEMENT

CHANGE IN TERMS SIGNERS:

COPCO, INC.

By:

LASER PRO Landing, Ver. 34200004 Cope. Hardars Minanciat Bokions, tne. 1907, 1008, Al Aghis Raemsrvad.  + It SMAMARDICIALPUIDOC. FC TR.SEIS PRAY
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mmhmmmnmmemuu and do not limit the applicabliity of this document to any particular loan or
Any ftem above m“mmmmmmwmw

Borrower:  Copco, inc. Lender: North8ids Community Bank -
Gumes Location

5559 North Elston Ave .
Chicago, I 80630 5103 W“hﬁ‘lm Street
Gumoo. L 80031

Principal Amount: $6,875,000.00 Date of Agresment: November 26, 2009
DESCRIPTION OF EXISTING INDEBTEDNESS. . : o
A promissory riote to Lendsr dated November 26, 2007 in the amount of Seven Milion me Thousand Dollars ($7,050,000.00)

DESCRIPT!ON OF COLLATERAL..

) A Common:ial Secuﬂty Agreement to Lender dated November 26 2007 with regatd to All lnvontoty aqulpment, aocounts {including but not
limited to all health-care-insurance receivabies), chattel paper, instruments (including but not limited tc all promissary’ notes), letter-of-credit
rights, letters of credit, documents, deposit accounts, investment property, monay, other rights to paymant and performance, and general
intanqibla (nduqkig Bt not limited to all software and all payment intangibles); all olf, gas and ather minerals before extraction; all ofl, gas,
offier minerals and acoounts cgnstﬂz.rtlng as-extracied collateral; all fixtures; ail timber io be cut; ail attachmants, accessions, accessories,
ﬁmngt. incresses, tools, paris,’ repaira, supplias, and commlngled goods relating to the foregoing property, and ail additions, replacaments of
and substitutions for alf or any part of the foregding proparty; all insurance refunds relating fo the foregoing property; all good will relating to the
fomgoing pﬁoperty all recomis and data and embadded software relaﬂng to the fomgolng propeny. and all squipment, lnventory and software to
utliize, creats, maintain and process any such fecords and data on electronic media; and all supporting obligations ralating to the foregolng
property; all whether now existing or hereafter arising, whether now owned or hersafter acquired or wheather now or hereafter subject to any
rights In the foragoing property; and all products and proceeds (including but nat limited to all insurance payments) of or relating tn the foregoinq
property.

(2) A Commercial Pledgo Agreement 1o Lender dated November 26, 2007 with regard to 17143 Shares of ALIKAT Stack, Cusip No(s). 85 &
253 and 1000 Shares of Copco/Deerpath inn Corporation Stock, Cusip No. 1. (this stock maybe. on a future date replaced with 1000 shares of

Copeo, inc Cuslp No. 2). .
DESCRIPTION OF CHANGE IN TERMS,
Extsnding the maturity date from November 26, 2009 to January 26, 2010.

This renewsl is subject to the following loan defaulis:
a. Violation of minimurh net worth covenant of Constitutional Casualty of $7 million

b. Violation of AM Best rating of B or better for Constitutionsi Casualty

¢. Violation of personal nat worth change under personal guarantee dated 11-26-2007

d. Violation of COPCO financial statement last fils date I8 12-31-2007.

PROMISE TO PAY. Copco, Inc. ("Borrawsr™) promises to pay to NorthSide Community Bank ("Lender”), or order, in lawful money of the United
States of America, the principal amount of Slx Miliion Eight Hundred Seventy-five Thousand & 00/100 Dollars {$6,875,000.00), together with

Interest on the unpdd principal balsnce from November 28, 2009, unti paid in full. ‘
PAYMENT ‘Borrower will pay-this lian in ons principal payment of $8,875,000.00 plus interest on January 28, 2010 This payment duo on
Janusry 26, 2010, will be for aif-principsl ‘and all accrued intsrast not yet paid. Unless ctherwise agreed or required by applicable law,
payments will bé appiled first to any unpald collection costs; then to any late chasges; then to any accrued unpaid interest; and then to principal.
Borrower will pay Lender at Lender's address shown above or at such othar place as Lender may designate in writing.

VARIABLE INTEREST RATE. The Interest rate on this loan is subject to change from time to time based on changes In an Indepsndent index
which s ths The Wall Street Journal Prima Rats {the "index™). The index s not necsssarily tha lowest rate charged by Lender on its ioans. if
the index bacomas, unavallable during the termt of this loan. Lender may designate s substitute index after notifying Borrower. Lender will tell

BorrowerthocurrehtlndexmeuponBon'owor‘s request Thelnterectratochangewm notnccurmoraoﬁqnmanead‘aday _Borrower
The index currently is 3.250% per annum. Interast on the unpaid

understends that Lenider may make loans based on other rates is wall.

principal balance of this loan will be calculated as described In the "INTEREST CALCULATION METHOD" paregraph using a rate of 0.750
percentage points over the Index, rounded up to the nearest 0.125 percant, .adjusted If necessary for any minimum and maximum rate
iimitations described below, resulting In an initial rate of 4.250%. NOTICE: Under no clrcumstances will the interest rate on this loan be less

than 4.250% PQf anpum or mare than the, maximum rate allowad by app&cable!aw
INT!RESTCALCULAT!ONWI'HOD Inhnstonthhkunlscompufodona365/360bah'tluth.byapplyingﬂnmlodmolnhnatnum
a year of 360 days, MUpllodbymoouuhmlhgperpdbnhnoo. mulﬂpledbythcacm‘lnmhorcfmthopdndpd baiance I-mundlnn.

All interest payabh under this loan is computud using this

PREPAYM; {T. .;,B‘o,r,rp\’n‘reraureea tha(an hanfmandoﬂwmpddﬂmcechamuameamadhﬁyasofmedam ofthe loan andwtll notbo
15 refund upon payment {whethat voluntary or 'as ‘a resuit of default), except es otharwise required by law. Except for the
foregoing, Borrower may 4 all or a portion of the amount owad esrfler than it is due. Early payments will not, uniess agreed
to. by Lendér In wﬁtlng, roilave Borrowcf ‘of Borrower's obilgadon to continué to make paymerits under the payment achedule. Rather, eeriy
payments wili réduce the principal balsnice due. BoriGwer agrees riot to send Lender payments marked “paid in fulf”, "withoLit recourse”, of
similar language. If Borrower sends such a payment, Lender may accept it without losing any of Lenders’ rights under this Agreement, and
Borrower will remain obilgated to pay any further amount owed to Lender. All written communications conicerning disputed amounts, including
any cheéck or other payment instrument that indicates that the payment constitutes "payment In full® of the' amount owed or that is- tendered
with other conditions or- Iimitations or as fufl satisfaction of s disputad amount must be mailed or delivered to: NorthSide Community Bank ,

02 - Washir ‘_"StmeiGumee . 80031.
LATECHARGE. lfupaymeht[s'mdayaormorelalc Bonowerwﬂlbochargod sooo%ofﬂungulaﬂyschodubd pnymmtorﬂo_m

whlchpvnr is: M

lNTEﬁEsT AF‘I’ER DEFAULT. ‘Upon defat.ﬁt, including fallube to pay upon ‘final matumy tha interest rate on this joan shall be increased by adding
a 5.000 parcentage point margin ("Defauit Rate Margin®). The Default Rate Margin shall also apply to each succdeding interest rate change that
would have applled had thers besn no defeult. However in no event will the interest rats exceed the maximum interest rate iimitations undar
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DEFAULT. Each of the following sheil constitute an Event of Default under this Agreement:
Payment Default. Borrower falls to make any payment when due under the indebtedness. .
Other Defaults. Borrowsr fails to comply with or to perform any other term, obligation, covenant or condition contained in this Agreement
or In any of the Reiated Dacuments or to comply with or to perform any term, obligation, covenant or condition contained in any other
agreement between Lender snd Borrower. ' ' o

fault in Favor of Third | arﬂu Any guar;nibr or Borrower defaults under any loan, extension of credlt, security agreement, purchase or
salés agrearnént, or any other agreement, in favor of any other creditor or person that may materially affect any of any guarantor's or
- Borrower’s property or ability to-perform thelr respective obligations under this Agreement or any of the Related Ddcuments. =
False Statements. Any warranty, representation or statament made or furnished to Lender by Borrower ¢r on Borrower's behalf under this
Agresment or the Related Documants Is faise or misleading In any material respect, either now or at the time made or furnished or becomes

false or misleading at any time thereafter. v
Insolvency. The dissolution or termination of Borrower's existence as a going businass, the insoivency of Borrower, the ‘appointment of a
recelver for -any. part of Borrower's: property; any .assignment for the benefit of. creditors, any type of treditor workout, or the
commencement of any proceeding under any bankruptey. or insolvency laws by or against Borrower.. © . .. 0o

Creditor or Forfeiture Pocée Commencement of foreciosure or forfeltiire proceadings, whettier by jidicial Proceeding, seif-Raip,

Default in Favor of Third P

ny. govermental agency agdinst any. collateral securing the

repossession or any other method, by any' creditor of Bofrower or by a migrital_agen
Indebtedness, This includes ‘a garnishment of dny of Borrower's accounts, | cluding deposit accotints, with Lender. However, this Event
of Default shal if there is a good faith dispute by Boowat as t6 the validity or reasonablensss of the Glaim which Is the basis of
the, creditor eding ahy It Borrower ender written riatics ‘of the creditor or forfeitiite proceeding and deposits with
Lel 10 “creditar or for ceeding, In an amount determined by Lander, in its sole discretion, as being

Guarantor dies or becomes Incompetent, or revokes or disputes the validity of, or llability under, any Guaranty of the Indebtedness
svidenced by this Note. ‘

Change In metship.. Any change In ownership of twenty-five percent (25%) or more of the common stock of Borrower,

Adverse Change. A material adverse change accurs in Borrower's financial condition, or Lendsr believes the prospect of payment or
performance of the Indebiedness is impaired, ‘

Insecurity. Lender in good faith bellaves itself insecurs.

Curs Provigions, If any default, other than a default In payment Is curable and if Borrower has not been given a notice of a breach of the
same provision of thls Agraement within the precading tweive (12) months, it may bs cured if Borrower, after Lender sends written notice
to Borrower demnanding cure of such default: (1) cures the default within fiftesn (15) days; or (2) if the cure requires more than fiftsan
(18) days. immediatoly Initiates steps which Lender deems In Lendar's scle discretion to be sufficlent to cure the default and thereafter

continuea and completes all reasonable and nacessary steps sufficlent to produce compliance as soon as reasonably practical.
LENDER'S RIGHTS. Upon default, Lender may declare the entire unpald principal balance under this Agreemant and all accruaed unpaid interest

immediately due, and then Borrower wlll pay that amount.
ATTORNEYS' FEES; EXPENSES. Lender may hire or pay someone eise 1o help collect this Agreement If Boirowar does not pay. Borrower will
pay Lender that amount.. This Includes, subject to any limits under applicable law, Lenders attomneys' fees and Lender's legal expenses,
whether or not there Is a lawsult, Including. attorneys’ fees, expanses for bankruptey proceedings (inciuding efforts to modHy or vacate any
automatic stay or Injunction), and appeals If not prohibited by applicable law, Borrower also will pay any court costs, in addition to all othar
sums provided by law. S e . - R ' )
JURY WAIVER. Lender and Borrower here
or Bom:w against the other. . -
GOVERNING LAW. This Agresmant wil] be govemad by federal linw applicable to Lendst and, to the extent not praemptad by federal law, the
laws of the State of lliinols without regard to' Its confiiéts of law provisions. This Agresment has beén accepted by Lerider In the State of

liincls. b O , ‘ ‘ , v
ere Is a lawsult, Borrower agrees upon Lender's request-to submit to the jurisdiction of the courts of Lake County,

by waive the right to.any Jury trial In any action, procseding, or-countercialm brought by either Lender

CHOICE OF-VENUE . If th
State of lllincis.’ : , :
CONFESSION OF JUDGMENT, Borrower hereby irrevocably authorizes and empowers any attoiney-at-law to appear In any colirt of record and
to confess judgment against Borrower for the unpaid amount of this Agreement as evidenced by an affidavit signed. by an officer of Lender
setting forth the amount then dus, attorneys' fees plus costs of suit, and to release al| errors, and waive all rights of appeal, If a copy of this
Agreement, verified by an affidavit, shall have been filed In the proceeding, it will not be necessary to file the original as a warrant of attorney.
Borrower walves the right to any stay of execution and the benefit of ail exemption laws now or hereafter In effect. No single exsrcise of the
foregoing warrant and power to confess judgment will be desmed to exhaust the power, whether or not any such exercise shall be held by any
court to'be invalld, voidable, or void; but the power will continue undiminished and may be exsrcised from time to time aa Lander may elect until
all amounts owing on this Agresment have besef paid In full. Borower hereby walves and relaases any and all clalms or causes of action which
Borrower might have againgt dny attomey acting under the terms of authority which Borrowar has granted herein arising out of or connected
with the confession of judgment hereunder. o )

DISHONORED ITEM FEE. Borrower will pay a fee to Lender of $20.00 If Borrower makes a
preauthorized charge with which Borrower pays Is later dishonored. .
RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Borrower's ‘acéounts with Lender (whather
checking, savings, or some other account). This includes all accounts Borrower hoids jointly with someone slse and all accounts Bosrower may
opén in the future. However, this does not include any IRA.or Keogh accounts, or any trust accounts for which setoff would be prohibited by
iaw. Borrower authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the indebtednass against any
and all such accounts, and, at Lender's option, to administratively freeze all such accounts to allow Lender to protact Lander's charge and setoff

rights provided in this paragraph. ‘
COLLATERAL, Borrower acknowledges this Agreement Is secured by

payment on Borrower's loan and the check or
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(1) A Commercial Security Agreament to Lender dated November 26, 2007 with regard to All Inventory, equipment, accounts (including but not
limited to all heaith-care-insurance receivables), chattel paper, instruments (Including but not limited to all promissory notes), letter-of-credit
rights, letters of credit, documents, deposit accounts, investment property, money, other rights to payment and performance, and general
Intangibles {including but not fimited to ail software and all payment Intangibles); all oll, gas and other minerals before extraction; all oil, gas,
other minerals and accounts constituling as-extracted collateral; all fixtures; all tmber to be cut all attachments, accesslons, actessories,
fittings, Increases, tools, parts, repairs, suppfles, and commingled goods relating to the foregoing property, and all additions, replacements of
and substitutions for ail or any part of the foregoing property; al! insurance refunds relating to the foregoing property; all good will relating to the
foregoing property; all records and data and embedded software relating to the foregoing property, and all equipmant, Inventory and software to
utilize, create, maintain and process any such records and data on electronic media; and all supporting obligations relating to the foregoing
property; all whether now existing or hereaftar arising, whether now owned or hereafter acquired or whether now or hereafter subject to any
rights In the foregoing property; and all products and proceeds {Including but not limited to all Insurance payments) of or relating to the foregoing

property. .
(2) A Commerclal Pledge Agreement to Lender dated November 26, 2007 with regard to 17143 Shares of ALIKAT Stock, Cusip No(s) 85 &
253 and 1000 Shares of Copco/Deerpath Inn Corporation Stock, Cusip No. 1 (this stock mayba on a future date replaced with 1000 shares of

Copco, Inc Cusip No. 2).

CONTINUING VALIDITY. Except as expressly changed by this Agreement, the terms of the original obligation or obligations, including alt
agreements evidenced or securing the obligation(s), remain unchanged and In full force and sffact. Consent by Lender to this Agraement does
not walve Lender's right to strict performance of the obligation(s) as changed, nor obligate Lender to make any future change In terms. Nothing
In this Agresmant will constitute a satisfaction of the obligation(s). It Is the Intention of Lender to retaln as llable parties all makers and
endorsers of the origlnal obligation(s), Including accommodation partles, unless a party Is expressly released by Lander in writing. Any maker or
endorser, including accommodation makers, will not be relsased by virtue of this Agreement. If any person who signed the original obligation
doss not sign this Agreement below, then all persons signing below acknowledge that this Agresment Is given conditionally, based on the
representation to Lender that the non-signing party consents to the changes and provisions of this Agreement or otherwise will not be released
by it. This waiver applies not only to any Initial extension. modification or release, but also to all such subsequent actions.

DEMAND OF PAYMENT.

Pursuant to fedaral law, and notwithstanding any other provision of this Note, this extsnsion of credit will become due and payable at the option
of Lender at any time Borrower becomes Indebted to any and all other banks in an aggregate amount greater than the amount the borrower
would be permitted to borrow under the provisions in the federal statutes governing loans to inslders. ’

SUCCESSORS AND ASSIGNS. Subject to any limitations stated In this Agresment on transfer of Borrower's interest, this Agreement shall be
binding upon and inure to the benefit of the parties, thelr succeasors and assigns. If ownership of the Collateral becomes vested in a parson
other than Borrower, Lender, without notice to Borrower, may deal with Borrower's succassors with refsrence to this Agreement and the
Indebtedness by way of forbearance or extension without releasing Borrower from the obligations of this Agreement or llability under the

Indebtednaess.

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Please notify us if we raport any Inaccurate
information about your account(s) to a consumer reporting agency. Your written notice describing the specific inaccuracy(les) sheuld be sent to
us at the following address: NorthSide Community Bank 5103 Washington Street Gumes . IL 60031

MISCELLANEOUS PROVISIONS. If any part of this Agreement cannot be enforced, this fact will not affect the rest of the Agresment. Lender
may delay or forgo enforcing any of its rights or remedies under this Agreement without losing them Borrower and any other person who
signs, guarantees or sndarses this Agreement, to the extent allowed by law, waive presantment, demand for payment, and notice of dishonor.
Upon any charige in the terms of this Agreement, and unless otherwise expressly stated in writing, no party who signs this Agreement, whether
as maker, guarantor, accommodation maker or endorser, shall be releasad from llability. All such parties agree that Lender may renew or extend
(repeatadly and for any length of tima) this loan or release any party or guarantor or collateral; or impair, fall to realize upon or perfect Lender's
security Interest In the collateral; and take any other action deemed necessary by Lender without the consent of or notice to anyone. All such
parties also agree that Lender may modify this loan without the consent of or notice to anyone other than the party with whom the modification

Is made. The obligations under this Agreemem‘ai'e Joint and several
PRIOR TO SIGNING THIS AGREEMENT, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS AGREEMENT, INCLUDING THE
VARIABLE INTEREST RATE PROVISIONS. BORROWER AGREES TO THE TERMS OF THE AGREEMENT.

CHANGE IN TERMS SIGNERS:

COPCO, INC,
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any particular-ioan or ftam &7

Borrower: copco,ine; - . - . - S Lender: NorthSide Community Bank
5859 North Eiston Ave L : ' GumesLbcation”
Chicago, IL 60630 . L " 5108 Washington Street

above are for Lender's use only-a m.&nap(&abﬁtyiofm.downianto
Arwtafmaboveonrmm;;"'"hasbeonorrmtod fotuxtlongmlmvaﬁom.

Principal Amount: $6,850,000.00 . Date of‘bAg':r"eﬁemon't: January 26, 2010
DESCRIPTION OF EXISTING INDEBTEDNESS. , N
A promissory nota to Lender dated November 26, 2007 in the amount of Seven Millon Fifty Thousand Dollars ($7,050,000 0o)

Rl?ﬂQNQFGOLLA‘I‘ERAL. : v o ‘ ' ‘ AR
 Gommercial Securkty Agraement to Lender dated November 26, 2007 with regard to Al inventory, equipment, accounts (including but not limited
oalth-care-Insurance receivables), chattel paper, "ins_tryments‘_(k'\cludnq; but not limited to. ali promissory notes), letter-of-credit rights, lstiars of
deposit accounts, Investmant property, monsy, othev. rights to payment and performance, and general Intangibles (including but not
nd all paymert itangiblea); all ofl, gas and other minerals before extraction; all o, gas, other minerais and accounts i

as-extracted collateral; all fixtiras; al fivibsr to be cut alf attachments, accessions, accessories, fittings,

goods relating o the foragoing property, and all additions, repiacerments of and substitutions for alf or any part of the foregoing property;
all insurance refunds relating to the foregring property; -all good wif relating to the foregoing property; all records and data and embedded software
reiating to. the foregoing property, and all equipment, nventory and softwaré to utlize, create, maintain and process any such records and data on
electronic media; and all supporting cbiigations relating .ta the foregoing property:; all whether now exkating or heréafier arising, whethar now owhed or
hereafter acquired or whathar now or hereafter subject to any rights In the foregoing property; and all products and proceeds (inaluding but not mited
to all hsumme,payments)oforrdawmhefomgdngpfoﬁeny. ‘ ) Lo )
(2) A Commercial Pledge Agresment to Lender dated November 26, 2007 with regard to 17143 Shares of ALIKAT Stock, Cusip No(s). 85 & 253 and
1000)Sharee of Copco/Deerpath Inn Corporation Stock, Cuslp No 1 (this stock maybe on a futurs date réplaced wih 1000 shares of Copico, Inc Cusip
N°'2 . . .. . A . . - . )
DESCRIPTION OF CHANGE IN TERMS. L
Extending the maturity date from Jaridary 28, 2010 to March 31, 2010
This renewal Is subject to the following loan defauits:
a. Vilation of minimum net worth covenant of Constitutional %g:aua,l}yvof $7 mittion

ualty.

b. Violation of AM Best rating of B or better for Constitutional

¢ Viclation of personal net worth change under personal guarantee dated 11-28-2007
d. Violation of COPGO financial statement last file dae Is 12-31-2007. . .
PROMISE TO PAY. Copo, inc. ("Borrower”) promises to pay to NorthSide Community Bank ("Lender"), or order, in lawful money of the
United Statas 6f' America, the principal amount of Six Million Elght Hundred Fifty Thousand & 00/100 Dollars (36,850,000.00), together with
Intsrest on' the unpaid principal balance from January 28, 2010, until paid In fuil. ) o . g

PAYMENT. Borrower will pay this loan in one principal payment of $6,850,000.00 plus Interest on March 31, 2010. This.payment due on March
31, 2010, will be for all principal and.all acerued Interest not yet paid. Unless otherwise agreed or requirsd by applicabie law, payments will be
applied.first to any unpaid coliection costs; then to any late chérges; then to any accrued unpald Intersst; and then to principsl. Borrower will
Pay Lendar at Lender's address shown above or at duch otfier place ag Lender may desigriate In writing, - )

umvaﬂablodudnametennofﬂwblomwldarmydeslgnate mow ot Index
rate upon Borrowsr's request. The interest rats change wil not.occur mare often than each day. Borfowst understands that Lerider may make |cans
based .on other rates as well The Index crrgntly is 3.250% per annum. Interast on. the unpaid principal balance of this loan will be-calcuiated ‘as
deacribed In the “INTEREST CALCULATION METHOD" paragraph ualng.a rate of 0.750 percentage points aver the Index, rounded-up t-the nearest
0.125 pérsent, adjusted If necessary for any minimum ang maximum rate imitations described below, resutting In an Inltial rate of 4.250%. NOTICE:
Under ho circumstances, wil the intsrest rate on this loan be lass than 4.250% Per annum or more than the maximam rate allowsd by applicable law
INTEREST CALCULATION METHOD. Interest on this loan is computed on a 385/360 basis; that Is, by applying the ratio of the interest rate
outetan iy of 360 days, mutiplied by the outstanding priricipal balsnce, multipllod by the actusl nimber of days the principsl batance ts
outstanding. All mwmm&mmb'aunhw&mduuhg‘mym'-‘- B L .
PREPAYMENT. Borrowar agrees that all loan fess and other prepaid finance charges are sarned hily as of the date of the loan and will not be subject -
to refund upon early payment (whither voluntary or ag a resiit of defauit), except as offiarwise raquired by law, - Except for the forego Borrow
may pay wihout penaity all or a portion of the amount owed eerlier than it is due Early payents will not, Unles‘s'aureadtobyt-aﬁdqr,lnwf ting, reiiey
Borrower of Borrower's obligation to continue to make payments undev tha payment scheduie. -Rather, early. payments wi raduce the pricipal balance
dus. Borrowar agrées not to send Lender paymants marked "paid in full®, *without recourse”; or similar language. if Borower sends such a paymerit,
Lendar may accept it without ksing any of Lender's rights under this Agreement, and Borrowsr. wil remain obligated to'pay any further amount owed to -
Lender. ARl written communicaions concerming disputed armiounts, including any check or other payment instrument that Indicates that the payrnant
constitutes "payment in ful” ‘of the, amount owed or that s tandered with ather conditions or limitations or as full satisfaction of a disputed amount must
be malled ¢ dalversd'to: ‘NofthSide Communtty Bark , 5103 Washington Strest Gurnes, IL 60031,

LATE CHARGE. If a payment is 10 days or more late, Borrower will be charged 5.000% of the regularly- scheduled payment or $10.00, whichever Is

o | , R e o
INTEREST AFTER DEFAULT. Upon defai, includinig fallure to pay upon final matuslty, the Interest rate on this loan shall be increased by adding a
oift margin ("Defduit Rate Margh®). The Defautt. Rate Margin shal also apply to sach succeeding interest rate change hat would

R Howe exceed the maximum interest rate limitations undar applicable law

5.000 percenta; a"‘pqw:mafg' b i " ne Lg i a
hava éppup‘,d.ﬁfd thera bean o defaut. However, In.no event will the interest rate

DEFAULT. ‘Each of the.following shall constitute an Event of Defautt under this Agraerient:
Payment Default, Bomower falls 1o make any payment when dus under the Indebiadness
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- Other D Borrowsr fallé fo comply with oF:to perform any other term, obligation, covenant or condition coritained In this Agreament or in -

any of the Related Documents or to-comply with orto- perform any term, obigation, covenant of condition coritained In any other agraement
betwesn Lender and Borrower. e HeoLT o - v

Default in Favor of Third. Partles. Any guarantor or Borrawer defaults under any loan, extension of credit, security agreement, purchase o sales-
agreemant, or any other agraemen of any other creéditor of person that may materially affect any of any guarantor's or Borrower's property

or abilty to perform thelr respective obligations under this Agreement or any of the Related Documents.

Faise Statements. Any amanty, représentation or statement made or fumnished to Lender by Borrower or on Borrower's behalf under this
Agreemant or the Relatsd Docurents Is false or misleading In any material respect, sither now or at the time made or furnished or becomes false
or misleading at any mmmereaﬂer‘ ‘ . - S S .
Insoivency, ‘The dissolution or términation of Botrower's existence as a golng business, the Insolvency of Borrower, the appointment of & recelver
for any part of Borrower's property, any assignment for the benefit of creditors, any type of crediior workout, or the corimencement of any
proceeding under any bankruptoy or Insolvency laws by or agalnst Borrower o
Creditor or Forfeiture Proceedings, Commencement of forecloswrs or forleiture proceadings, whether by judicial proceeding; seif-heip,
repossession or any other method, by any creditor of Borrower or by any govemmental agency against any collateral sacuring the Indebtedness.
This includes a gamishment of.any of Borrower's accounts, Inclutiing deposit: accounts, with Lander.” However, this Event of Default shall not
apply if there is & good falth dispute by Barrower as to tie valkiity-of reasionableness’ of the'claim which I the baslks of the' craditor or forfeltire
procseding and if Borrowsr gives Lender written notice of the credtor or forfélture proceeding and deposits with Lendar moniés or a surety band.
;?: the creditor or-forfeiture proceeding, in an amount détermingd by Lendar, in its ole discretion, &% being an adequate reservé dr bond for the
Events Affecting Guarantor. ‘Afy of the praceding events. dcciirs with fes pect i6 any Guaramtar of any of the Indebledness or any Guarantor disa
or becon m ; Or revokes or disputes thie validiy of, or llabllhty under, any Guaranty of the Indebtedness evidenced by this Note
Change In Ownership... Any change In ownership of twenty-fivé percerit (25%)- o iiors of the comimiarn stock of Bormower ‘
Adverse Changa. ' A imatefial ddverse change océurs In Bomowers financial condition, or Lender believes the prospect of payment or
performance of the lndabtednqss is impalred. .
Insecurity. Lender In good falth believes Hself insecure
Cure Provislons. If any default, other than a dsfault in payment is curable and If Borrower has not baen given a notice of a breach of the same
provision of this Agreament within the preceding twelve (12) months, It may be cured If Borrower, after Lender sends written notice 1o Borrower
demanding cure of such default: {1) cures the default within fifteen (15) days; or {2) if the curs requires more than fifteen (15) days, immediately
Initiates steps whichy Lender deems in Lender's sole discretion to be sufficient to cure the default and thereafter continues arnd completes all
reasonable and necessary steps sufficient to produce compliance as soon as reasonably practical
LENDER'S RIGHTS. Upon defeult, Lender may declare the entire unpald principal balance under this Agreement and all accrued unpaid Intsrest
Immediately dus, and then Borrower will pay that amount B ’ )
ATTORNEYS' FEES; EXPENSES, Lender may hire or pay someons eise fo help collect this Agreement if Borrowsr doss not pay. Borrower will pay
Lender that amount. This includes, subject to any limits under applicable law, Lender's attomeys' fees and Lender's legal expenses, whether or.not
there Is a lawsult, inciuding attomeys’ fees, expenses for- bankruptoy proceedings: (including efforts o modify or vacate any automatic stay or
injunction), and appeals. ' If not prohibited by applicable law, Barrower also will pay any court costs, in addition to all other sums provided by law
JURY WAIVER. Lender and Borrower hereby waive the right to any jury trial In any action, proceeding, or counterclaim brought by efther
Lendsr or Borrower agairist the other. ’ : : Lo
GOVERNING LAW, This Agreement will be governed ,
laws of the State of lllinois Without regard o Its contlicts of law provisjons.
lliinols. o C o . ,
CHOICE' OF VENUE. 'If friers s 2 lawsut, Borrower agrees upon Lanider's request to submit to the Jurisdiction of the courts of Lake County, State of
CONFESSION OF JUDGMENT. Borower herabyxlrravocﬁbly authorizes ‘and empowers any attomey-at-law to appear in any court of record and to
confess, judgment against Borrawer-for the unpald amount of this Agreermient as evidericad by an affidavit signed by an officer of Lender setting forth
the amount then. dus, attorneys’ iees plus costs of sult, and to teleass all errars, and waive all rights of appeal. fa capy of this Agraefment, verified by
an affidavit, shall have been.filed In the proceeding, it will not be necessafy 1o file the ariginal a a warrant of attomey. BorrGwar waives the right to any
stay of execution and the bensflt of all exsmption laws now ¢r hereafter in"effact. ‘No single’ exercise of the forégoing warrant and powsr to confass
Judgment will be deemed to. exhaust the power, whether or not any such exercise shall be held by any court.to be invalid, voidable, or vold; bt the
power will coritinug undiminished and rhay be. exercised frof time: to time as Lendar may elect.untll all amounts owing on this Agresment have been
paid in full. Borower hereby walves and releases any and all claims or causes of action which. Borrowser might have against any attomey acting undsr
the terms of authorlty which Borrowsr has grartad harein arising out of or connected with the confession of jJudgment hereunder )
rowet makes a payment on Borrowar's loan and the check or

by fadaral law applicable 1o Lender and, to the extent not. presmpted by federal law, the
.This. Agreement has besn accepted by Lender In the State of

DISHONORED ITEM FEE. Borfower wil pay a fee to Lender of $20.00 if Bor
preautharized charge with which Borrower pays is Iater dighonored .
setoff In all Borrower's accounts with Lender (whether

RIGHT OF SETOFF. To the extent permitted by appliéable law, Lendsr réserves right ot ,
checking..savings, or some other account). This includes all accounts Borrower holds Jointly with somecne else and all accounts Bofrower may open in
ounts, or any trust accounts for which setoff would be prohibited by law. Borrower

the future.. However, this does not Include any IRA or Keogh ace ) k
autharizes Lander, 1o the extent permitted by applicable law, to charge or setoff all sums owing on the indebtadness agsinst any and all such accounts,
and, at Lender's option, to. administratively freeze all such accounts to aliow {ender to protect Lender's charge and setoff rights provided in this

paragraph.
COLLATERAL.- Borrower acknowladges this Agreement is secured by
{1) A Commercial Security Agreement to Lender dated November 26, 2007 with regard to All inventary, equipmant, accounts (including but not limited
to all-health-care-insurance recsivables), chattal paper, instruments {including but not limited to all promissory notes), letter-of-credit rights, letters of
credlt, docurnents, deposit accounts, Investment property, monay, other rights to payment and performance, and genaral infangibles (including but not
limited to all software and all payment intangibles); all o, ges 'and other minerais before extraction; all oil, gas, other minerals and accounts constituting
as-extracted collateral; all fixturas; all timber to be cut; all attachments, accessions, accessories, fittings, increases, tools; parts, repalrs, suppliss, and
commingled goods relating to the foregoing property, and all additions, replacements of and substitutions for all or any part of the foregoing property;
all insurance refunds relating to the foregaing property; all good wil relating 1 the foragoing property; alt records and data and embedded software
relating to the foregoing property, and all equipment, inventory and software to utilize, creata, maintain and process any such records and data on

.
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slectronic media; and alf supporting obligations relating to the foregoing property; all whather now existing or hereafter ariging, whether now owned or
hereaftsr acquired or whether now or herealter subject to any rights In the foregcing proparty; and all products and proceeds {including but not limited
to all insurance payments) of or relating to the foregoing property

{2) A Commercial Pledge Agreemant to Lender dated Novermber 26, 2007 with ragard to 17143 Shares of ALIKAT Stock, Cusip Nos). 85 & 253 and
1000 Shares of Copco/Deerpath inn Corparation Stock, Cusip No. 1 {this stock maybe on a future date replaced with 1000 sharas of Cepen, inc Cusip

No. 2).

CONTINUING VALIDITY. Except as expressly changed by this Agresmert, the tarms of the original obligation or obligations, including all agreements
avidenced or securing the obligation(s), remain unchanged and in full force and effect. Consent by Lender to this Agreement does not waive Lender's
right to strict performance of the obligation(s) as changed, nor obligate Lender to make any future change in terms.  Nothing in this Agreement will
constitute a satisfaction of the obligation(s) It Is the intention of Lender to retain as ilable parties all makers and endorsers of the original obligation{(s),
including accommodation parties, unless a panty is expressly released by Lender in writing  Any maker or endorser, Inciuding accommodation makers,
will not be released by virtus of this Agreement If any person who signed the original obligation does not sign this Agreement below, then all persons
signing below acknowledge that this Agreement I3 given conditionally, based on the representation to Lender that the non-signing party consents to the
changes and provisions of this Agreement or otherwise will not be released by it This waiver applies not only 1o any initial extension, modification or

release, but also to all such subsequent actions

DEMAND OF PAYMENT.

Purguant to federal law, and notwithstanding any other provision of this Nots, this extension of credit will become due and payable at the option of
Lender at any time Borrower becomes Indabted to any and ali other banks In an aggregate amount greater than the amount the borrower would be
permitted to borrow under the provisions in the federai statutes goveming loans 1o Inskiers

SUCCESSORS AND ASSIGNS, Subject to any limitations stated in this Agreement on transfer of Borrower’s interest, this Agreement shall be binding
upon and Inure to the benefit of the parties, their successors and assigns. I ownership of the Collateral becomes vested in a parson other than
Borrower, Lender, without notice to Bomower, may deal with Borrower's successors with reference 1o this Agreement and the Indebtedness by way of
forbearance or extension without releasing Borrower from the obligations of this Agreement or liability under the Indebtadness, ‘

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENGIES, Please notify us if we report any Inaccurate
Information about your account{s) to a consumer reporting agency. Your wiitten notice describing the specific Inaccuracy(ies) should be sent to us at
the fallowing address: NorthSide Community Bank 5103 Washington Street Gurnee, IL 60031,

MISCELLANEOUS PROVISIONS. If any part of this Agreement cannot be enforged, this fact will not affect the rest of the Agreement Lander may
delay or forgo anforcing any of its rights or remedles under this Agreament without losing them Borrower and any other person who signs, guarantees
or endorses this Agreement, to the extent allowed by law, walve presentment, demand for payment, and notice of dishonor. Upon any change in the
terms of this Agreement, and wnless otherwise expressly étated In writng, no party who signs this Agreement, whether as maker, guarantor,
accommodation maker or sndorser, shall be released from liablity. All such parties agree that Lender may rensw or extend (repeatedly and for any
tength of time) this ioan or release any party or guarantor or callateral; or Impair, fall to realize upon or perfect Landers security intarest in the collateral;
and take any other action desmed necessary by Lendar without the consent of or notice to anyone. All such parties also agree that Lender may modlify
this foan without the consent of or notice 1o anyone cther than the party with whom the modification s made. The obligations under this Agreement are

Jjoint and several.
PRIOR TO SIGNING THIS AGREEMENT, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS  AGREEMENT, INCLUDING
THE VARIABLE INTEREST RATE PROVISIONS. BORROWER AGREES TO THE TERMS OF THE AGREEMENT

CHANGE IN TERMS SIGNERS:

LASER PRO Londing, Ver. 5.47.10.008 Copr. Hudard ¥inanial Boitiiond, ina. 1907 2010, Al Righia Persrved. - Il COMARANCICFIUMODZOC.FG TR-BHE) PR
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

IN THE MATTER OF THE LIQUIDATION ) Case No. 10 CH 47490

OF CONSTITUTIONAL CASUALTY )
COMPANY ) The Honorable Richard J. Billik, Jr.
)

AFFIDAVIT OF PATRICIA CLAUSEN

1, Patricia Clausen, under oath state:

1. I am over the age of 18, am under no legal disability and if called to testify in this
matter, would testify based on my personal knowledge and in agreement with this Affidavit.

2. I am employed by NorthSide Community Bank (“NorthSide” or the “Bank”). 1
am currently the President and CEO of NorthSide. I am also a member of the Bank’s Board of

Directors. 1 have been a Board member and held the position of President and CEO at all times

relevant to this action.

3. On November 26, 2007, NorthSide entered a Business Loan Agreement for $7.05
million (the “Loan Agreement”), signed by Herbert F. Stride, Sr. (“Stride™).

4. At the time the Bank entered the Loan Agreement, Stride had a long-standing
relationship with NorthSide and its management. Stride had been one of the five organizers of
NorthSide when the Bank was founded in 1997. Stride served on NorthSide’s Board of
Directors from the time the Bank was founded until June, 2009. Stride’s relationship with some
of NorthSide’s personnel went back over eighteen years, prior to NorthSide.

5. Stride entered the Loan Agreement on behalf of Copco, Inc. (“Copco”) and

Constitutional Casualty Company (“CCC”).

CH35369.2



6. NorthSide knew that Stride controlled Copco and CCC. NorthSide also knew that
CCC was the wholly owned subsidiary of Copco. All of the parties knew that Stride had the
ability to bind Copco and CCC under the Loan Agreement.

7. NorthSide relied on the financial health of CCC and Stride for repayment of the
Loan Agreement. The parties drafted the Loan Agreement to be secured by the assets of CCC,
Copco and Stride (the “CCC Parties™), collectively. The Loan Agreement required the CCC
Parties to provide annual financial statements from Copco and CCC. The Loan Agreement also
stated that CCC’s yellow book was subject to an “annual satisfactory review” and that, on a
semi-annual basis, NorthSide would review CCC’s A.M. Best Rating, which at the time was a B.
CCC was required to maintain a minimum net worth of $7 million, which NorthSide would
check on an annual basis throughout the life of the loan. CCC also was required to maintain a
minimum of $5 million deposited with NorthSide throughout the life of the loan. The Loan
Agreement also named Stride as guarantor. The Bank obtained a security interest in Copco’s
assets, pursuant to the Uniform Commercial Code. NorthSide included these provisions to
ensure that there were sufficient assets available to repay the loan.

8. The proceeds from the Loan Agreement ultimately were deposited into CCC’s
deposit accounts at the Bank.

9, In 2009, the CCC Parties defaulted on the loan. On or about June 25, 2010,
NorthSide filed a confession of judgment action against Stride and Copco seeking approximately

$7.3 million as the amount owed under the Loan Agreement plus interest, late charges and

attorney’s fees.



10.  On October 6, 2010, NorthSide exercised its right of setoff over approximately
$5.3 million held in eight CCC deposit accounts at NorthSide. NorthSide applied the Funds
against the $7.3 million it was owed under the Loan Agreément.

11. At the time NorthSide exercised its setoff right, the Funds in CCC’s deposit

accounts were the traceable proceeds of the Loan Agreement.

12 NorthSide exercised its right of setoff pursuant to a “Right of Setoff” provision in
the Loan Agreement.

13. On October 22, 2010, CCC filed suit against NorthSide claiming that the Bank
improperly seized the Funds from its deposit accounts. On December 13 and 14, 2010, the
parties presented two days of trial testimony before Judge Flynn. After two days of trial
testimony, Judge Flynn suspended the trial until April 12, 2011. I was in the middle of providing
testimony at the time Judge Flynn suspended the trial.

14.  NorthSide expended great effort and resources litigating the case before Judge
Flynn on an expedited basis.

THIS CONCLUDES MY AFFIDAVIT

/ /a%ym [/éﬂﬁéé{] 1%/

Patricia Clatisen

Signed and Sworn before
me this.2/th day of YT vt A
April, 2011. "OFFICIAL SEAL"  §
R. MINGER
% NgTARY PUBLIC. STATEOFILLINOIS 3
~
Noty Pars My Commissiar Expires 05/29/2011 §

My Commission Expires:

Cs-5- 204/
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Complamt snd Confession of Judgment Other than Lease (Rev. 43/03) CCG 0010 &
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. COMPLAINT - -
3:1

- Wafunff;Norﬁgside Conmmuiﬁv Bank . » owns each-of the following instrumen

1). Pwmwf}’ Nm,&om Copen, Tirc. dated 11/26/07; 2)Chen écln
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vs. ) No. 10 CH 46263
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above-entitled cause at Room 2408, Daley Center,
Chicago, Illinois on the 13th of December, A.D.
2010 at 11:33 a.m.

BEFORE: HONORABLE PETER FLYNN.
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whenever your Honor seeks to actually hear it.

THE COURT: Well, as I understand it, from
what I have heard so far, the notion is that we
should start a trial which nobody thinks that we
are going to finish by the end of the‘day tomorrow.
Is that fair?

And we are going to have to then build
in some more time down the road, which will have to
encompass the time necessary to take such
depositions as the parties have not yet taken
and/or get pieces of paper or whatever.

Since we are proceeding by throwing the
rule book away, I will observe that we have also
thrown away my standing order that has to do with
trial materials. I have no idea what exhibits are
these 13 boxes. I have no idea what witnesses
anybody intends to call.

There is a reason why my standing order
requires a set of exhibits and a witness list to be
provided before trial. I suppose it is not too
surprising since until I took the bench again
about, what, an hour and a half or an hour ago, I
had no idea that NorthSide Community Bank had filed

a counterclaim. So be it.
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THE COURT: I am somewhat conflicted about
that. On the one hand, my standing order has a
purpose and the questions I have raised have a
purpose. The purpose is to do things once fairly
as opposed to unfairly or multiplé times because
the appellate court said we didn't do it right the
first time. I am not trying to be picky; I am
simply trying to get the job done once fairly.

On the other hand, there are a great
many people in the room, not all of whom are
lawyers and not all of whom I think are being paid
to sit here and wonder about all of this. I am
very reluctant to subject witnesses who are here to
the burden of wasting their time because everybody
else didn't get their ducks in a row, in effect.

What I had thought I heard earlier was
the idea that we would move forward for two days as
best we can and then get the job done sometime
after the first of the year, since I'm out the
weeks of the 20th and the 27th, which should give
everybody an opportunity without unduly endangering
their safety to take whatever depositions you think
need taking, and to the extent that you can't work

out discovery issues, it would also give people an

30
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opportunity to present those discovery issues to
the Court. I will do that if you are all of the
view that it makes sense to do that.

I am still in something of a quandary
about the possible sale of Constitutional Casualty
and how this litigation, whether it gets decided
tomorrow or a month from tomorrow or whatever, ties
into that. I don't want to do anything that will
foul up a potential solution to all of these
problems. To the contrary, I will do anything I
can do expedite a solution to all of these

problems.

All of those things taken together make
me think that since, as I understand it, your
concerns about discovery do not necessarily relate
to testimony that is expected

to be elicited today or tomorrow, we should
probably get underway with all of that and then
deal with your discovery concerns so that we can
get those addressed over the break, so to speak.

If I'm wrong about that, tell me.

MR. SCHMELTZ: Your Honor, the plaintiffs seek
to call Jeanne Filipp, who is the current CFO of

Constitutional. Much of the discovery that we're

31
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Q. Constitutional's August order -- or
excuse me.

The Illinois Department of Insurance's
August order that you discussed earlier, that
impacted your ability as a company to write
business, didn't it?

A. Yes.

Q. In fact, limited your company's ability
to write business, correct?

A. That is correct.

Q. And that was in August of 2010, correct?

A, I believe so, yes.

Q. Before the setoff at issue in this case,
correct?

A. Yes.

Q. From 2008 to the end of 2009 --

A. Yes.

Q. -- Copco had a general agency agreement
with Constitutional, right?

A. Yes.

Q. Of course, that agency agreement existed
before 2008, but I want to focus on the time while
you were at Constitutional.

A. Okay.

171
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Q. Tell me everything that Copco did for
those two years to earn the money it made in that
general agency agreement, please?

A. It generated policies through
independent agents that were placed with

Constitutional Casualty Company.

Q. How did it do that?

A. It accepted applications from agents
with which it had contractual relationships and
Constitutional placed the policies.

Q. Who at Copco accepted those orders?

A. They were submitted pursuant to the
agreement directly to Constitutional's underwriting
department.

Q. Who at Copco processed the payments from
the agents?

A. Nobody at Copco. There were no
employees at Copco.

Q. Who at Copco marketed and built those
agency relationships, to the best of your
knowledge?

A. I believe that Larry Von Drasek was

primarily responsible for the agency relationships.

Q. Larry Von Drasek is employed by

172
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Constitutional, correct, sir?

A. That is correct.

Q. Tell me everything you know in your
capacity as president of Constitutional about what
your general agent did to develop agency
relationships during the time you were at
Constitutional?

A. The efforts --

THE COURT: This covers how many years?

MR. SCHMELTZ: Two years, 2008 and 2009.

BY THE WITNESS:

A. The efforts that were put forth by Larry
Von Drasek and later his son, Brian, were what
produced the policies that Constitutional
ultimately generated.

BY MR. SCHMELTZ:

Q. How much money did Copco pay Larry
Von Drasek and his son Brian --

A. I don't know --

Q. -- for that work?

A. I don't know that they paid them
anything.

Q. And yet Copco received a portion of

every commission payment, didn't it?
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A. Yes.

Q. About what was that portion that Copco
received, sir?

A. I don't know what you mean.

Q. Constitutional gets a 25 percent

commission on all written premiums; isn't that

correct?
A. Yes.
Q. Copco takes 8 percent of that

25 percent, correct?

A. Copco took whatever the difference was
between the rate that was paid to the particular
agent and the 25 percent level. A

Q. And you know, in your capacity as the
president of Constitutional overseeing the general
agency agreement, that that is between 7.5 and
8 percent on average, right, sir?

A. It could be.

Q. In 2009 -- let's back up.

Effectively, Copco received the money it
got for no other reason that it was the conduit by
which the policies were issued, right?

A. It was the general agent.

Q. It was the conduit by which the policies

174
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were issued; isn't that correct?

A. It was the general agent.

Q. Sir, do you remember on December 9,
2010, giving a deposition in my office?

A. I do.

Q. You recall that you were under oath at
that deposition, correct?

A. I do.

Q. And during that deposition, I asked you
this question and you gave this answer:

"So what did Copco do for the money it
was making? What did it to do?

"Answer: It was the conduit by which
the policies were issued."

That was my question and that was your
answer; isn't that correct, sir?

A. Sure.

Q. In 2009 Copco received over $1.5 million
in money over and above the 8 percent commission it
was taking from Constitutional; isn't that correct?

A. I can't tell you that that is the exact
number, no.

Q. Okay. 1I'm going to hand you a new
binder, and I'll remove the one that is in front of
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IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT - CHANCERY DIVISION

CONSTITUTIONAL CASUALTY COMPANY,

)
Plaintiff, ) Case No.
-Vs- ) 10 CH 46263
NORTHSIDE COMMUNITY BANK, )
Defendant. )

December 14, 2010
10:39 a.m.

The Court met pursuant to adjournment

at Room 2408, Daley Center, Chicago, Illinois.

BEFORE: HONORABLE PETER FLYNN.

REPORTED BY:
ROSANNE M. NUZZO, CSR No. 84-1388; and

VICTORIA C. CHRISTIANSEN, CSR No. 84-3192.
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HERBERT LEE STRIDE,
called as a witness herein, having been previously
duly sworn and having testified, was examined and
testified further as follows:
CROSS-EXAMINATION (Resumed)

BY MR. SCHMELTZ:
Q. Mr. Stride, yesterday when we left off,

we had just talked about money that Copco

received, about 7-1/2 to 8 percent of the net
premiums for being a conduit for payments.
Do you remember that conversation?
A. Yes, I do.
Q. In 2008, net written premiums for

Constitutional were $12.9 million, is that --

A. That sounds about right.

Q. SO 8 percent of 12.9 million is right
around a million dollars.

You would agree with me?

A. I would agree that's about right, yeah.

Q. And so in 2008, Copco received a
million dollars in commissions for being a payment
conduit, right?

A. That sounds about right.

Q. In 2008 -- if you look at D 108, it's

185}
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the 2008 yellow book --
A. Yes.
Q. -- that we talked about yesterday, and
if you look at page 2, which is NorthSide 5492 --
A. OCkay.
Q. -- at line 21, you'll see receivables

from parent, subsidiaries and affiliates, and
that's $177,000 in round numbers.

Do you see that?

A. I'm sorry. What line number, sir?

Q. Line 21.

A. Okay.

Q. Do you see that?

A. Yeah, okay.

Q. And that's round numbers $177,000,
correct?

A. Yeah, it looks that way.

Q. And that line 21 accounts for money

over and above commissions that Copco received
from Constitutional, right?

A. I -- I believe that's what it is, vyes.

0. And so in 2008, Copco received
$1,177,000 from Constitutional, right?

A. It would appear that way, yeah. .
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Q. In 2009 for Constitutional, net written

premiums collected were also about $12.9 million.
Does that sound right to you?

A. That sounds correct.

Q. And 8 percent of that is 1,038,573;
round numbers, a million dollars, fair?

A. OCkay.

Q. And in 2009 -- so that's premiums Copco

received for being a conduit for payments from
Constitutional, correct?

A. Yes.
Q. And in 2009, Constitutional was under

an RBC plan with the Department of Insurance,

correct?

A, Yes.

0. So in 2009 -- let's look at the vellow
book for 2009 --

A. OCkay.

Q. -- which is D 109, and at page 5,
cce 77 --

A. Okay.

Q. I'm sorry. Hang on. Wrong page.

Let's flip back to page 2, which is cccC 74. Again

at line 21 --
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A. Hang on a second.

Q. -- that same --

A. Would you hang on a second?

Q. You bet.

A. Okay. Line 217

Q. Yes.

A. Okay.

Q. The same what I'll call the "Due From
Affiliates" line, which is the receivables from
parent, subsidiaries and affiliates -- do you see
that?

A. Yes.

Q. Now, that's gone up. It was 176,000,
177 in 2008, right?

A. Yeah.

Q. And it's gone up to a million 5 in
2009, correct?

A. Yes, yes.

Q. And so in 2009, in addition to the S1

conduit,

Q.

million in premium collected for being a payment
Copco got another $1.4 million from
Constitutional, right?

A,

It would appear that way, yes.

During the time in which Constitutional

ESQUIRE
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was attempting to increase its surplus to get out
of potential regulatory action level and into a
company action level, correct?

THE COURT: Just so I understand, this 1.4
million is on a "Due From" line, correct?

MR. SCHMELTZ: Correct.

THE COURT: And in a "Due From," the "From"
party would be Copco?

MR. SCHMELTZ: Correct.

THE COURT: So due to Constitutional

Casualty?
MR. SCHMELTZ: To repay; in other words,

THE COURT: All right.

MR. SCHMELTZ: Exactly. You got it exactly
right.

THE COURT: Go ahead.

BY MR. SCHMELTZ:

Q. At the end of 2009, Constitutional
concluded that it would no longer have a general
agency agreement with Copco, correct?

A. Yes, that's correct.

Q. Which meant that Copco would no longer

have a revenue stream, correct?
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A, Yes.

Q. And in 2009, rather than pay down the
receivable with cash between Copco and
Constitutional, the family put $1.4 million
directly into the surplus of Constitutional,
correct?

A. Yes.

Q. Now, you testified earlier about your
father's stroke in early 2008.

You are remember that testimony?

A. I do.

Q. And when you and I were talking, we
were talking about his ability to comprehend
things in a board meeting.

Do you remember that?

A. I do.

Q. And it didn't sound -- and I don't want
to put words in your mouth, but it didn't sound
like he had a lot of capacity to make business
decisions.

Is that fair?

A. I'd say that he did not have the
ability on his own to conduct his business
affairs, that's correct.
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Q. And in September of 2009, the board of

Constitutional renewed Herbert F. Stride's sole
authority over Constitutional's investment
accounts, didn't it?

A. No. We --
Look at Exhibit 68, please.
Yes. ‘
PX 68, so it's in the binder to your

LS ©

left, sir.

A. I'm sorry.

Q. I put it right there to the left.

A. I'm sorry. What number?

Q. PX 68, 6-8.

A. Yes.

Q. If you would look at page 3311 --

A. Yes, I'm looking at it.

Q. -- that's a September 29, 2009 board
meeting, correct?

A. Uh-huh, that's correct.

Q. And it has at the bottom of the page:

"The Chairman of the Board, Herbert F. Stride,
shall have the authority to purchase and sell
investment securities as needed, and all

transactions shall require the authorization of

ESQUIRE
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the Chairman of the Board," right?

A. Correct.

Q. So that's the Chairman shall have
authority and all transactions shall be authorized
by the Chairman, right?

A. Correct.

Q. And this was in 2009 at the time you've
testified that your father had limited capacity to
make business decisions, correct?

A. That is correct.

Q. In January of 2010 at a time when your
father had limited capacity to make business
decisions, you raised his salary at Constitutional
by half a million dollars, isn't that right, sir?

A. That 1s correct.

Q. And that's shortly after cutting off
the revenue stream to Copco by terminating the
general agency agreement, right?

A. That's correct.

Q. Earlier you testified that your father
is essentially living off of his wife's pension.

Is that a fair statement of your
earlier testimony?

A. Yeah, that's my understanding.
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Q. Is that over and above or in addition

to money that he receives from Constitutional?

A. He's no longer being paid by
Constitutional.

Q. He receives money from Constitutional,
right?

A. No, he does not.

Q. Constitutional has set up a separate

account, the 161 account, for essentially due from
Herbert F. Stride amounts.

A. Correct, vyes.

Q. And that's because in 2010, Herbert
Stride has continued to receive money from
Constitutional for a variety of things, right?

A. That is correct.

Q. What ability does Herbert F. Stride
have to repay Constitutional the money he owes it?

A. To my knowledge, he doesn't have the
ability to repay it.

Q. You have been providing Herbert F.
Stride through Constitutional in 2010 money to pay
his American Express bills, right?

A. Correct.

Q. You've been paying your father money
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that he can use to pay down the NorthSide loan,
haven't you?

A. He -- if you can let me answer what has
been done for him this year, I'm happy to do that.

Q. I'm asking the specific question: You
paid him money --

A. Yes.

Q. -- $25,000 in January 2010 for him to
use to make a payment on the NorthSide note at
issue in this case, didn't you?

A. I believe he used the money for that,
yes.

Q. And you provide out of Constitutional
the gas, maintenance, et cetera, on his
automobiles, right?

A. That's correct.

Q. And those are automobiles owned by
Copco, correct?

A. That is correct.

Q. And Constitutional has paid the loan or
lease payments on those cars when Copco hasn't had
the money to do that, right?

A. Yes, they have.

Q. What's the current, if you know, "Due
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for a variety of purposes, weren't they?

A. I'm sorry. Could you repeat the
question?

Q. The money that Copco received from
Constitutional over and above commissions --

A. Okay.

Q. -- were used -- those funds were used
for a variety of different purposes by Copco,
weren't they?

A. I believe so, yes.

Q. And those include bonuses that were
paid out to Constitutional employees, right?

A. Yes.

Q. So Constitutional would loan money to
Copco so that Copco could make bonus payments to
Constitutional employees, is that right?

A. That's my understanding, yes.

Q. And Constitutional would loan money to
Copco, as we've already discussed, to make
payments out to your father, right?

A. Correct.

Q. And Constitutional would loan money to
Copco so that Copco could make loans to

Constitutional employees other than your father,
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right?
A. I'm not exactly sure what you're
talking about.
THE COURT: Am I -- I want to be sure that I

understand what's going on.
I can understand that Constitutional

provides Copco with funds which Copco then uses

for Copco purposes. I am puzzled by why

Constitutional would give funds to Copco so that
Copco could pay bonuses to Constitutional
employees.
Can you explain why such a thing would

be done-?

THE WITNESS: That was the way my father had
traditionally done it.

THE COURT: All right.
BY MR. SCHMELTZ:

Q. The money that Constitutional loaned to
Copco also -- that's where we talked about this

earlier, I think. That's where your father got
those $10,000 weekly payments from, right?
A. I believe he had classified those as

repayments to him, vyes.
Q. And he did that in 2008? He received
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those payments in 2008, right?

A. Yes.

Q. He received those $10,000 weekly
payments in 2009, right?

A. Yes.

Q. And those payments stopped in 2010 with
the termination of the general agency agreement,
right?

A. Yeah.

Q. And that's why you increased the salary

originally to buy another 500,000 in
Constitutional, right?

A. That's correct.

Q. One of the uses of the money from
Constitutional to Copco was to pay you $5500 a
month while you were the president of
Constitutional, right?

A. That's correct.

Q. So, in other words, you weren't an
employee of Copco, right?

A. No, I was not.

Q. And you didn't have any duties for
Copco, right?

A. I did not.

Toll Free: 800.708.8087
Facsimile: 312.673.8138

Suite 1200

E S l IR E 311 West Monroe Street
Chicago, IL 60606

a5 Alexander Gallo 3 N .
Mexander Gallo Company www.esquiresolutions.com



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

Transcript of Proceedings December 14, 2010
201

Q. And, yet, Constitutional loaned money
to Copco for Copco to pay you $5500 a month in
additional salary, right?

A. That is correct, for a period of time
in 2009.

Q. And into 2010, until it was stopped,
right?

A. Correct.

Q. And that was what your father wanted to
do, right?

A. That's correct.

Q. We've talked about in 2009 the money
transferred over and above commissions from
Constitutional to‘Copco, that $1.4 million. You
remember that?

A. Sure.

Q. During that time frame, you had nearly
sole authority over electronic transfers from
Constitutional's bank accounts, right?

A. Yes.

Q. So it's fair to say that those
transfers that were used for giving money to your
father or providing money to your father, bonuses,
et cetera, were transfers that you approved,
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says: "In case you have lost track, let me
reiterate a few of the things I have to manage
that might at any given moment take precedence
over a request from claims."

Did I read that correctly, sir?

A. Yes.

Q. And it goes on to state: "Overseeing
our investment in NorthSide Community Bank and
assisting that entity's continued involvement with
this company as well as maintaining all of our
obligations to them."

Did I read that correctly, sir?

A. Yes, you did.

Q. And that's what you said internally at
Constitutional in July of 2008, correct?

A. Yes.

THE COURT: Before you got to this exhibit,
he had already told you that. Now, we have it
twice.

MR. SCHMELTZ: He said earlier, he said the
word "Sure," and I wasn't sure what that meant.
I apologize.

BY MR. SCHMELTZ:

Q. We went over this with respect to your
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father, but Constitutional provides 14 or 15
automobiles to its employees, doesn't it?

A. Yes, it does.

Q. And the automobiles are actually held,
the titles, at Copco, right?

A. That's correct.

Q Now, Copco has no employees, right?

A. That is correct.

Q So Copco has no business purpose for
14 or 15 automobiles, correct?

A. I guess that would be a determination
you'd have to make.

Q. You were helping your father make
determinations about his businesses, right?

A. I was trying, to the extent that
I could, yes.

Q. And in 2009 and 2010, did you make any
analysis as to whether or not it made sense for
Copco to continue to provide cars to
Constitutional employees?

A. Sure. We talked about that.

Q. And you and your father decided that it
made sense for Copco, that had no employees, to

continue to provide 14 or 15 cars to

209
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Constitutional employees, is that correct?

A. Yes.

Q. And those cars include a 2003 Escalade,
right?

A. Correct.

Q. A 2006 Acura, right?

A. Correct.

Q. It included a Range Rover Sport,
correct?

A. Correct.

THE COURT: Counsel, there's no jury here.
If you want to put a list in the record, let's
just do it.

MR. SCHMELTZ: I'm done.
BY MR. SCHMELTZ:

Q. Those are just the three cars that you
have personally from Copco, right?

A. Those are the cars that I use that
Copco owns, yes, that's correct.

Q. And those are the cars that you drive,
your wife drives, and your children drive, right?

A. That is correct. 1I've already told you
that.

Q. And your wife and children -- you
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didn't tell me here. Right?
Your wife and children aren't

Constitutional employees, right?

A. No, they are not.

Q. And they're not Copco employees, are
they?

A. No, they are not.

MR. SCHMELTZ: At this time, I have no
further questions.

THE COURT: Thank you. Redirect?

REDIRECT EXAMINATION.

BY MR. GREEN:

Q. Mr. Stride, Mr. Schmeltz asked you a
series of questions about loans and other
financial transactions between Copco and

Constitutional.
Do you recall those questions?

A. I do.

Q. Okay. And you gave a series of
answers.

A. Yes.

Q. With respect to any of those answers,

were you answering with respect to anything that

occurred prior to the time when you started with

211
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A, No.

Q. And you've never seen a Form D filing
that allowed Copco -- or that gave notice of
Constitutional's intent to loan money to Copco to
pay Herbert L. "Chip" Stride a $5500 monthly
salary, have you?

A. No.
Q. And you've never seen a Form D filing

in which Constitutional announced its intent to
loan money to Copco to allow Copco to make loans
to Constitutional employees, have you?

A, No.

Q. I want to talk about the contract for a

general agency agreement.

You understood that Copco made money by
getting a split of commissions, if you will, for
services it purported to render to Constitutional,
right?

A. Yes.

Q. And that agreement was terminated at
the end of 2009, right?

A. Yes.

Q. And I think you testified earlier that

it ended at the Department's suggestion, right?
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A. Correct.
Q. Has the Department ever done an
analysis of whether or not the funds paid by
Constitutional to Copco under the general agency
agreement were fair and reasonable?
A. No. The -- some of those transactions

were looked at, but there's not been that kind of

analysis.

Q. You heard Chip Stride testify earlier
that Copco has no employees, right?

A. Yes.

Q. And that the marketing-type services a

general agent might perform were actually

performed by Constitutional employees, right?

A. Yes.

Q. And that Constitutional didn't pay --
éxcuse me -- Copco didn't pay any money to
Constitutional for the time, energy and effort of
those employees, right?

A. Yes.

Q. And you heard him say that the banking

and accounting-type functions that a general agent
might perform were also performed by

Constitutional employees, right?
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A. I -- ;

MR. SCHMELTZ: Objection, lack of relevance.
BY THE WITNESS:

A. I don't know.

THE COURT: Well, that's the answer to the
question.
BY MR. PELZ:

Q. I was just trying to -- you're
certainly a well-educated woman, aren't you?

A. I think so.

Q. And you've had -- you have significant
business acumen -- you would need significant

business acumen in order to become president and
CEO of a banking institution, correct?

A. I would think so, vyes.

Q. Now, NorthSide Community Bank has had
substantial knowledge about the assets of
Herbert F. Stride since at least 1997, correct?

A. That's correct.

Q. He has regularly, over the period of
that 13 years, had to submit detailed personal
financial statements, is that correct?

A, That's correct.

Q. And he, over that period of 13 years,
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has taken out on his behalf and on behalf of some
of the companies in which he has an interest a
large number of loans?

A. That's correct.

Q. Each of those loans require him to
submit detailed information with respect to his

personal financial situation, correct?

A. That's correct.

Q. Now, Mr. Herbert F. Stride was also a
member of the board of directors of NorthSide
Community Bank, right, ma'am?

A. That's correct.

Q. And he was a member of the board of
directors for the NorthSide Community Bank from
its inception in 1997 until June of 2009, is that
correct?

A. That's correct.

Q. Why did his directorship end?

A. The level of loans against the capital
had started to hit a level that was unacceptable,
80 he would either have to pay down the loans or
resign.

0. Did he make the decision to resign?

A. Yes, he did.
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accuracy of Mr. Stride's personal financial
statements? Not you personally but the bank.

A. I don't know.

Q. Over the 13 years that he was
submitting personal financial statements, did the

bank ever do anything to verify the accuracy of

his personal financial statements?

A. I was not the lending officer. I don't
know.

Q. Well, but as president of the bank and
as -- and certainly in light of the situation

that's developed here, have you ever looked to see
whether the bank ever in 13 years did anything at
all to verify the accuracy of the personal
financial statements of Mr. Stride?

A. I believe we did have certain
conversations with Mr. Stride about certain
valuations that he put down.

We've known Mr. Stride for 18 years.
The financial statements have consistently been in
excess of 49 million to 60 million year over year.
There's a comparison that's completed for line
items year over year when there was a loan

presentation completed.
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piece, there may have been a disbursement request
piece, there may have been a resolution --
corporate resolution, a guarantee form.

That's probably the extent of the
documents without looking at it.

Q. Now, of those documents you've listed,
which of those documents have any language that
you believe authorizes the bank to set off monies
against -- set off Constitutional's accounts?

A. Within the loan agreement -- the
business loan agreement, there is the setoff
language.

Q. My question was: Of the documents you
listed, the only one that contains the relevant
language with respect to this is the business loan
agreement, is that correct?

A. To the best of my knowledge.

Q. When the transfer was done on October
6, was there any other document you were relying
on?

A. No.

Q. The business loan agreement is
essentially a bank form, correct?

A. Yes.

373
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LEXSEE 1996 US APP LEXIS 4945

BELOIT CORPORATION, Plaintiff-Appellant, v. C3 DATATEC, INC., Defendant-
Appellee.

No. 95-3309

UNITED STATES COURT OF APPEALS FOR THE SEVENTH CIRCUIT

1996 U.S. App. LEXIS 4945

February 22, 1996, Argued
March 1, 1996, Decided

NOTICE: [*1] RULES OF THE SEVENTH CIR-
CUIT COURT OF APPEALS MAY LIMIT CITATION
TO UNPUBLISHED OPINIONS. PLEASE REFER TO
THE RULES OF THE UNITED STATES COURT OF
APPEALS FOR THIS CIRCUIT.

SUBSEQUENT HISTORY: Reported in Table Case
Format at: 78 F.3d 586, 1996 U.S. App. LEXIS 10671.

PRIOR HISTORY:  Appeal from the United States
District Court for the Eastern District of Wisconsin. No.
93-C-447. Aaron E. Goodstein, Magistrate Judge.

DISPOSITION: AFFIRMED

COUNSEL: For BELOIT CORPORATION, a Delaware
corporation, Plaintiff - Appellant: Andrew O. Riteris,
Scott James Campbell, MICHAEL, BEST & FRIE-
DRICH, Milwaukee, WI.

For C3 DATATEC INCORPORATED, a Wisconsin
corporation, Defendant - Appellee: John P. Fredrickson,
Milwaukee, WI. Curtis A. Borsheim, ENGLER,
FLANAGAN, REFF, BAIVIER & BERMINGHAM,
Oshkosh, WI.

JUDGES: Before Hon. WALTER J. CUMMINGS, Cir-
cuit Judge, Hon. FRANK H. EASTERBROOK, Circuit
Judge, Hon. DIANE P. WOOD, Circuit Judge
OPINION

Order

Only one issue remains of this commercial litigation
under the diversity jurisdiction, which was tried by a
magistrate judge with the parties’ consent. 28 US.C. §
636(c). It is whether Beloit Corporation preserved for
decision its contention that it need not pay C3 Datatec,
Inc., the sum of $ 54,900 to which C3 is entitled for work
on a project the parties call the Champion [*2] contract.
The Champion contract contains a setoff clause allowing
Beloit to deduct any amount C3 owes it "by reason of
any counterclaim arising out of this or any other transac-
tion". Beloit advanced C3 §$ 53,300 against work the par-
ties call the Dryer School contract. Later Beloit cancelled
the project, as it was entitled to do under a clause allow-
ing termination for the buyer's convenience. The termi-
nation clause says that, if Beloit exercises this right, C3
"shall be paid a reasonable termination charge consisting
of only actual direct costs resulting from the work al-
ready performed."

Beloit believes that C3 did not perform a lick of
work on the Dryer School project and therefore must
return the advance, an outcome the setoff accomplished.
C3 believes that the reference to language limiting the
"termination charge" to "costs resulting from the work
already performed" does not apply to advances. As C3
sees things, it is entitled to keep the entire advance
whether or not it set to work on the Dryer School project.
It offers other reasons in support of this position, but the
magistrate judge did not address any of them. Instead he
held that the entire subject is not a part of this [*3] liti-
gation. After resolving the parties' disputes about the
Champion contract, the judge stated: "Beloit has made
no counterclaim for set off and therefore ... the issue of
set off is not before the court.” The judgment directs Be-
loit to pay C3 the full sum the judge found due on the
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Champion contract. If the statute of limitations has not
expired, Beloit could commence a separate action seek-
ing return of the advance on the Dryer School contract.
(Any counterclaim would be permissive rather than
compulsory because the two contracts do not represent
the same transaction or occurrence.) Beloit prefers the
speed and security of setoff, however, and filed this ap-
peal.

The magistrate judge's explanation is misleading. A
setoff is not something the court orders in response to a
counterclaim; it is a self-help remedy. A setoff is some-
thing you do, and not something you ask a judge to com-
pel someone else to do. See generally Citizens Bank of
Maryland v. Strumpf; 133 L. Ed. 2d 258, 116 S. Ct. 286
(1995). Litigants therefore need not file counterclaims
seeking setoff. Still, even in a system of notice pleading
a party must take some step to make setoff an issue. Be-
loit is entitled [*4] to keep the money only if C3 indeed
owes it a corresponding debt, and the claim that there is
such a debt can be (and was) contested. A denial of li-
ability because of setoff is in this sense like a claim of
payment: the party resisting the demand in litigation says
that the judge should withhold relief, because the debt
has already been satisfied. Usually payment occurs by
check or cash, but payment may occur by cancellation of
offsetting accounts.

Under Fed R Civ. P. 8(c), payment is an affirma-
tive defense that must be specifically pleaded. The rule
applies equally to "any other matter constituting an
avoidance or affirmative defense." If setoff can be distin-
guished from payment, it remains an "other matter con-
stituting an avoidance". Beloit therefore had to alert C3
to its position. See Hassan v. U.S. Postal Service, 842
F.2d 260 (11th Cir. 1988), and Chicago Great Western
Ry. v. Peeler, 140 F.2d 865 (8th Cir. 1944), both of
which hold that setoff is an affirmative defense that must
be pleaded under Rule 8(c). It is therefore not enough to
say, as Beloit does on appeal, that the possibility of as-

serting setoff is implied by a general denial of liability
under the contract.

[*5] Beloit argues that Carroll v. Acme-Cleveland
Corp., 955 F.2d 1107 (7th Cir. 1992), supports its posi-
tion, but Carroll offers more support to C3 than to Be-
loit. Purchasers of stock agreed to pay in three install-
ments. They withheld the third installment, arguing that
the seller's nondisclosure of some corporate liability re-
lieved them of the necessity to pay the full price. In re-
sponse to the seller's demand for full payment, the buyers
pleaded only a general denial of liability on the contract.
They did not plead that the seller violated its warranty of
full disclosure. We held that this was insufficient to pre-
sent for decision the claim that principles of indemnity or
setoff allowed the buyers to reduce their payments by the
unrevealed liability. Nothing in Carroll suggests dis-
agreement with Hassan or Peeler.

An omission from the answer under Rule 8(c) is not
necessarily fatal. Beloit could have asked for leave to
amend its answer to add this theory of avoidance. Or it
could have raised the question at the pretrial conference
and asked the judge to include the subject in the pretrial
order, a document that supersedes the pleadings. See
Gorlikowski v. Tolbert, [*6] 52 F.3d 1439, 1443-44 (7th
Cir. 1995). But there was no pretrial order in this case.
At oral argument, counsel for Beloit asserted that one
was unnecessary because "everyone knew" what issues
would be tried. Of course, what Beloit's lawyer "knew"
would be tried turned out to be very different from what
C3's lawyer, or for that matter the judge, thought was at
issue. The fallibility of human recollection is one of the
principal reasons Fed. R. Civ. P. 16(e) provides for a
written pretrial order. Beloit, as the party asserting a
"matter constituting an avoidance”, bears the onus on this
question. Having omitted setoff from its answer, and
having disdained the method prescribed by Rule /6(e),
Beloit suffers the consequences.

AFFIRMED



