Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

Nos. 18-3717 & 18-3718

IN THE UNITED STATES COURT OF APPEALS
FOR THE SEVENTH CIRCUIT

VHC, INC. AND CONSOLIDATED SUBSIDIARIES,
Petitioner-Appellant
V.
COMMISSIONER OF INTERNAL REVENUE,
Respondent-Appellee.

On Appeal from the United States Tax Court
Nos. 4756-15 & 21583-15, Judge Kathleen Kerrigan

SEPARATE APPENDIX OF PETITIONER-APPELLANT

HUSCH BLACKWELL, LLP

Patrick S. Coffey

Robert M. Romashko

120 South Riverside Plaza, Suite 2200
Chicago, IL 60606

(312) 655-1500

(312) 655-1501 (Facsimile)

Counsel for Petitioner-Appellant

April 15,2019



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

INDEX TO SEPARATE APPENDIX

Petition to the United States Tax Court (exhibits omitted)

Docket No. 21583-15, dated August 24, 2015 e, SA 0001-0007
Petition to the United States Tax Court (exhibits omitted)

Docket No. 4756-15, dated February 18, 2015 (R1) c.coocvieviiiiieiieiieieeieee, SA 0008- 0054
Notice of Deficiency dated November 21, 2014 (R159, 16-J) c..ccevvieeivieviiieieenne. SA 0055-0073
Notice of Deficiency dated May 28, 2015 (R159, 17-J)..cccoveviiniiiiniiiiiienieeeen SA 0074-0095

Chart entitled "Advances" by VHC made to or for the Benefit of
Ron Van Den Heuvel or Companies Controlled by Ron Van

Den Heuvel (R159, 40-J) ..ottt SA 0096-0101
Loan Extension Agreement dated September 30, 2002 between VHC and

Associated Bank (R224, 542-J) ....coouiiiiiieeieeeee e SA 0102-0117
Transcript of August 3, 2016 Hearing (R226) .........coovvvveeiieeciieeiieeeeeee e SA 0118-0168
Order on Motion in Limine dated August 2016 (R179) ...ccooovveiiiiiiiiiiiieiieieeen SA 0169-0170
VHC, Inc. Interest and total notes Receivable 2005 excerpts, (R205,

LTTOTP) ettt ettt ettt SA 0171-0173
VHC, Inc. Interest and total notes Receivable 2006 excerpts,

(R205, TTO8-P) ettt sttt s SA 0174-0201
Monthly Payment Guranty dated September 10, 2004 between VHC and

Baylake Bank (R224, 554-J)..cc.ooouiiieieeeeeeeeeee e SA 0202-0206
Loan Purchase and Assignment Agreement dated April 28, 2006 between

VHC, Associated Bank, and National Association (R224, 560-J) ...................... SA 0207-0217
Criticized Classified Account Strategy (R202, 1076-P) ......ccceevvieviiviiiniieiieieeen SA 0218-0222

! This citation is to the Record on Appeal in Case No. 21583-15; all other citations in this Index to the
Record are to the Record on Appeal in Case No. 4756-15.

2



Case:18-3718 - Document: 15 Filed: 04/15/2019  Pages: 227

1 LR .
UNITED sgfxgs : - FILED
ITED STATER T $.TAX COURT
UN S %@B@%% URT " cosert & BealoR T eri

VHC, INC. AND SUBSIDIARIES, J18AUG 25 AHIl: k8 ZISAUC 25 AMIT: SO

Petitiosirs by: N/
DEPUTY CLERK _ DEPUTY CLERK
v ' Docket No. 21583-15
CONINHSSIONER OF INTERNAL
REVENUE,:
| Respondent.
PETITION

The above-named Petitioner hereby petitions for redetermination of the
deficiencies set forth by Respondent in a Notice of Deficiency dated May 28, 2015
and, as basis for this proceeding, allege as follows:

1. Petitioner’s principal place of business is in Green Bay, Wisconsin.

2. The Notice of Deficiency was issued by Respondent. A true and
complete copy is attached as Exhibit A.

3. The Respondent"has determined deficiencies and penalties for the
calendar years 2011 through 2013 (*“Years in Issue™), all of which are in dispute.
4, In his determination of deficiencies set forth in the Notice of

Deficiency, the Respondent erred as follows:
a. In determiniﬁg that Petitioner had additional tax liabilities in

the amounts stated in the Notice of Deficiency.

WHD/11781456.2
- Address as Notice of Deficiency

SERVED Aug 28 2015
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b. In determining that loans giving rise to certain bad debts
deducted by Petitioner were not debts for federal income tax purposes.

c. In the ralternative, by failing to decrease Petitioner’s liability
with respect to items of income accrued by Petitioner that were not income to the
extent Respondent prevails on the issue set forth in paragraph 4(b), which could or
should result in an overpayment of tax or refund of tax.

d. In determining that Petitioner did not establish the proper
amount of debts that were partially worthless as claimed per the relevant tax

_returns.

e. In disallowing Petitioner’s deduction of payments it made on

guarantees of the debts of another debtor that had become insolvent and incapable
- of repaying .its debts.

f. In disallowing an interest deduction by erroneously
determining that the debt owed by Petitioner was not debt for federal tax purposes.

g. _In making mechanical changes to items, including net
operating loss deductions, as a result of the other erroneous determinations set
forth in this paragraph 4.

5. The facts upon which Petitioner relies on in support of the foregoing
assignments of error are as follows:

a. Petitioner correctly reported his tax liability on his returns for

the Years in Issue.

WHD/11781456 2 2

SA 0002
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b; If Resﬁondent'prevails on the issues addressed in paragraph 4,
Petitioner’s liability would be lower than the amount calcu]ated by Respondent.

c. Petitioner has complied with all the requirements under
Title 26 to substantiate all items at issue and, significantly, Respondent has not
qﬁestioned the amounts of any items as recorded in Petitionérs records (only their
proper treatment).

d. Petitioner used his best efforts to maintain all records required
under Title 26 and has cooperated with reasonable requests by Respondent for
witnesses, information, documents, meetings and interviews.

e. Petitioner has already provided voluminous, detailed
information to Respondent which, if introduced at trial, will constitute credible
evidence with respect to all facts at issue relevant to ascertaining the liability of
Petitioner for the tax at issue in this case.

f. The issues of law and fact in this case are common to those in
Docket No. 4756-15, which addresses tax years of the Petitioner prior to the Years

at Issue in this case.

g. The bad debts in this case arose from a bona fide debtor-
creditor relationship.
h. The loans giving rise to the bad debts in this case were a valid,

enforceable obligations to pay fixed sums of money.

" WHD/11781456.2 3

SA 0003
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1. At all times, the Petitioner and the debtors on the bad debts
treated the loans giving rise to the bad debts as debts.

J- At all times, both the Petitioner and debtor identified the loans
giving rise to the bad debts as debts in their books and records.

k. The loans giving rise to the bad debts were due and payable on
specific dates.

1. Petitioner made reasonable efforts to collect past due amount
and did collect a substantial portion of the amounts lent to the debtors on the bad
| debts in years prior to the Years at Issue in-this case.

m. Petitioner and the debtors on the bad debts expected that the
loans giving rise to the bad debts would be repaid regardless of whether or not the
debtors’ business activities were successful.

n.  Petitioner did not participate in the management of the debtors.

0. Petitioner and the debtors always intended for the loans giving
rise to the bad debts to be repaid.

p. The debtors on the bad debts had adequate net worth at the
time the Petitioner agreed to provide the loans that gave rise to the bad debts.

q- Petitioner never had any ownership interest in the debtors on

the bad debts, and while one dgbtor (related to shareholders of Petitioner) owned a

minority interest in Petitioner and some of Petitioner’s shareholders owned

WHD/11781456.2 4

SA 0004
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minority interests in other debtors (from about 1998 to 2003), the overlapping
ownership was disproportionate and terminated prior to the Years at Issue.

r. Petitioner accrued and reported substantial interest income
from the loans giving rise to the bad deb;[s in years prior tb the Years at Issue in
this case.

S. The debtors on the bad debts in this case were also able to
borrow significant sums from other lenders.

t. Petitioner exercised reasonable business judgment, supported
by objective facts, in determining the amounts of the bad debts that became
parfially worthless.

u. P_etitioner correctly deducted payments made pursuant to its
guarantees when they were paid.

V. In the event that the Bad debts are recast as equity rather than
debt, the following items should be recast in a consistent fashion:

(i)  Ifthe bad debts are treated as equity, then the interest
income accrued by Petitioner, and included in Petitioner’s taxable income reﬁorted
on its fax returns, should be reversed.

(1)  Ifthe bad debts are treated.as equity, correlated
interest payments should be considered distributions; or to the extent accrued but

unpaid, the interest income should be deducted from the year accrued.

WHD/11781456.2 5

SA 0005



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

(2)  The corporate debtors on the bad debts likely did
not have earnings and profits such that the payments, if not treated as interest,
would be a return of capital and not taxed as dividends.

(i)  Ifthe bad debts are treated as equity, then the amounts
accrued by Petitioner as income from services performed for the debtors should be
reversed.

(iii) Certain years prior to the Years at Issue may not be open
years under the statute of limitations such that income recorded in those years
consistent with treatment of the bad debts as debt cannot be reversed. In such case,
reversal of the bad debt deduction would effectively tax those income items
twice—once as income in the closed year, and again when the bad debt deduction
is disallowed. Any such items, even if outside the statute of limitations, should be
treated properly so as to avoid unjust enrichment based on inconsistent taxes
imposed on the same transaction. Dean Epperson v. U.S., 44 AFTR 2d 79-6000
(DCWI) (1979); IRC § 1311-1312; Treas. Reg. § 1.1312-1(b).

w.  The interest paid to (or accrued) on a loan contract from Ray
Van Den Heuvel I and Petitioner is deductible because it was bona fide debt.
WHEREFORE, Petitioner prays:
1. That the Court may hear this proceeding;
2. That the Court determine that there are no deficiencies in income tax

(or additional tax liability) for the Years in Issue;

WHD/11781456.2 6

SA 0006



... Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

3. That the Court determine that there is an overpayment (or refund) of
tax;

4. That the Court determine that the Respondent erred as alleged in
paragraph 4 above;

5. That the Court find that the Respondent shall have the burden of proof
with respect to the determination of the liabilities outlined above, pursuant to
LR.C. § 7491,

6.  That the Court may give such other and further relief as it may deem
Just and appropriate.

Dated this 24th day of August, 2015.

WHYTE HIRSCHBOECK DUDEK S.C. Respectthlly ﬁ(h M/\ ADMITTED
555 East Wells Street, Suite 1900

- Milwaukee, Wisconsin 53202-3819 Robert E. Dallman
414-273-2100 Tax Court Bar No. DR0504

414-223-5000 (fax) Attorney for Petitioners
rdallman@whdlaw.com :

WHYTE HIRSCHBOECK DUDEK S.C. M
BY

. ADMITTED
555 East Wells Street, Suite 1900
Milwaukee, Wisconsin 53202-3819 Danliel B. Geraghty
414-273-2100 Tax Court Bar No. G
414-223-5000 (fax) Attorney for Petitioners
dgeraghty@whdlaw.com
WHYTE HIRSCHBOECK DUDEK S.C. /%‘\ ADMITTED
555 East Wells Street, Suite 1900 BY
" Milwaukee, Wisconsin 53202-3819 THetas R. Vance
414-273-2100 Tax Court Bar No. VT0064
414-223-5000 (fax) Attorney for Petitioners

tvance@whdlaw.com

WHD/11781456.2 ' 7
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COMMISSIONER OF INTERNAL
REVENUE,
Respondent.
PETITION

The above-named Petitioner hereby petitions for redetermination of the
deficiencies set forth by Respondent in a Notice of Deficiency dated November 21,
2014 and, as basis for this proceeding, allege as follows:

1. Petitioner’s principal place of business is in Green Bay, Wisconsin.

2. The Notice of Deficiency was issued by Respondent. A true and
complete copy is attached as Exhibit A.

3. | The Respondent has determined deficiencies and penalties for the
calendar years 2004 through 2010 (“Years in Issue”), all of which are inldispute,

4. In his determination of deficiencies set forth in the Notice of
Deficiency, the Respondent erred as follows:

a. In determining that Petitioner had additional tax liabilities in the

amounts stated in the Notice of Deficiency.

WHD/10851040.47

Address as Notice of Deficiency

SERVED Mar 04 2015\
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b.  In determining that certain bad debts deducted by Petitioner
were not debts for federal income tax purposes.

c. In the alternative, by failing to decrease Petitioner’s liability
with respect to items of income accrued by Petitioner that were not income to the
extent Respondent prevails on the issue set forth in paragraph 4(b), which could or
should result in an overpayment of tax or refund of tax.

d.  In determining that Petitioner did not establish the proper
amount of debts that were partially worthless as claimed per the relevant tax
returns.

c. In disallowing an interest deduction by erroneously determining
that the debt owed by Petitioner was not debt for federal tax purposes.

f. In failing to allow Petitioner’s claim for refund for the calendar
year 2006.

g. In determining that a bad debt deduction in 2007 (related to a
write-off of a debt owed by the Jedson Company, a company not related to the
Petitioner or the Debtor (defined below)) should not be allowed without also
reversing the income accrued in 2006 that created the liability.

h. In making mechanical changes to items, including charitable
contribution deductions, as a result of the other erroneous determinations set forth

in this paragraph 4.

WHD/10851040.47 2

SA 0009
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5. The facts upon which Peﬂtioner relies on in support of the foregoing
assignments of error are as follows:

a.  Petitioner correctly reported his tax liability on his returns for
the Years in Issue. | ‘

b. If Respondent prevails on the issues addressed in paragraph 4,
Petitioner’s liability would be lower than the amount calculated by Respondent.

c. Petitioner’s informal claim for refund is factually correct and
based on appropriate legal principals.

d. Petitioner has complied with all the requirements under Title 26
to substantiate all items at issue and, significantly, Respondent has not questioned
the amounts of any items as recorded in Petitioners records (only their proper
treatment).

e. Petitioner used his best efforts to maintain all records required
under Title 26 and has cooperated with reasonable requests by Respondent for
witnesses, information, documents, meetings and interviews.

f. Petitioner has already provided voluminous, detailed
information to Respondent which, if introduced at trial, will constitute credible
evidence with respect to all facts at issue relevant to ascertaining the liability of

Petitioner for the tax at issue in this case.

WHD/10851040.47 3

SA 0010



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

Desecription of Petitioner

g.  Petitioner is a holding company and owns all of the stock of a
number of companies including Vos Electric, Inc. (“Vos™), Best Built Inc. (“Best
Built”), Spirit Fabs Inc., Spirit Construction Services, Inc. (“Spirit”), and VDH
Electric, Inc.

h. Petitioner’s core businesses are electrical construction and
installation of manufacturing equipment with a particular focus on the paper mill
industry. |

i. Petitioner’s ownership structure includes:

(i)  From at least 1998 through 2010 (the “Relevant Time”)
members of the Van Den Heuvel family (mostly adult siblings), their spouses and
former spouses owned most of the outstanding stock of Petitioner, but 35% was
owned by non-family third parties (who are or were) employees of Petitioner
(“Unrelated Shareholders™). The Unrelated Shareholders held voting and
nonvoting stock; the Van Den Heuvel family always held more than 50% of the
Voting Stock.

(i)  The directors and officers of Petitioner owed a fiduciary
duty to the minority shareholders. See, e.g., McGivern v. Amasu Lumber Co., 77
Wis. 2d 241 (1977).

(iii) Ron Van Den Heuvel (the “Debtor”) was a member of

the Van Den Heuvel family and he and his children owned relatively small

WHD/10851040.47 4

SA 0011
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amounts of voting and nonvoting shares in Petitioner (less than 15%), but he never
had direct or indirect (actual or effective) control over Petitioner.

(iv) During the Relevant Time, the relationship between the
Debtor and his siblings became very strained (primarily due to the unpaid debts
that are the subject of Respondent’s determination) with the Debtor becoming an
“outcast.”

(v) Petitioner’s president, Dave Van Den Heuvel, is a
member of the Van Den Heuvel family with a reputation as an expert in
construction projects within the paper industry.

Key Background Prior to 2002

j. Petitioner began as a small electrical contracting firm founded
by Raymond Van Den Heuvel I (who was the father or grandfather of most of the
Van Den Heuvel family shareholders in Petitioner during the Years at Issue).

k. Petitioner experienced significant expansion from the late
1980s through the 1990s.

(i)  Other shareholders and employees of Petitioner as well
as bank executives and other business leaders in Green Bay attribute the
Petitioner’s significant expansion of business in years prior to the Relevant Time to

the success and efforts of the Debtor.

WHD/10851040.47 5

SA 0012
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(ii))  The Debtor led a team that established and ran a
successful operation in Georgia, which led to a significant amount of work for
Petitioner in that state, and which continues to this day.

(iii) The Debtor was involved in and became a part owner of
a paper mill in Clarion, Pennsylvania. This also led to significant work for the
Petitioner.

(iv)  The Debtor was instrumental in the formation and
expansion of the major subsidiaries of Petitioner, including Spirit and Vos.

1. In the mid-1990’s the Debtor began plans to enter the paper
mill business and beginning around 1997 he began to organize or purchase
companies involved in the paper industry; eventually owning control of the
following entities: Partners Concepts Development, Inc. (“PCDI”), Oconto Falls
Tissue Inc. (“OFTI”), Tissue Products Technology Ltd. (“TPTC”), the ReBox
Project (“RPI”) (a mill located in DePere, Wisconsin involving entities known as
EcoFibre, Inc. and Recovering Aqua Resources); Nature’s Way Tissue Corporation
(“NWTC”) (though the Debtor held slightly less than 50% of the shares of NWTC
with the balance owned by parties unrelated to either Petitioner or Debtor), Tissue
Technologies, LLC (“TTL”) and several other smaller entities (the “Debtor’s
Companies”).

m.  The Debtor approached Petitioner and its owners regarding

potential investment in his new business venture, but Petitioner declined to invest

WHD/10851040.47 6

SA 0013
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because it would have placed Petitioner in direct competition with some of its
major customers.

(i)  Atashareholder meeting in August 1997, Petitioner’s
shareholders discussed whether Petitioner would invesf in the Debtor’s Companies
and it was decided the Petitioner would not invest in the Debtor’s Companies.

(11)  Individual shareholders could invest in the Debtor’s
Companies (and some did), but none of them could acquire more than 5% of the
Debtor’s Companies.

(iii) The Debtor has maintained and exercised control over his
companies at ail times since their formation through the Relevant Time; and at no
point has Petitioner controlled, directly or indirectly, the Debtor’s Companies; and
at no time has the Debtor controlled,}directly or indirectly, Petitioner.

(iv) There was no significant overlap between the
management, directors, and shareholders of the Debtor’s Companies and
Petitioner’s and its affiliates though there was insignificant overlap of personnel.

(v) At the time the Debtor began his mill operations, his role
with Petitioner was eliminated except that:

(1)  Petitioner was required to keep the Debtor on as a
director of certain subsidiaries to maintain certain trade licenses until the licenses

could be transferred to other individuals;

WHD/10851040.47 7

SA 0014
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(2) Petitioner continued the Debtor’s employment as a
sales person until 2009 so that Petitioner (through the Debtor’s contacts) could
maintain important customer relationships for Petitioner with certain large
customers; however, Debtor was not permitted to work at Petitioner’s offices after
(and possibly earlier than) 2001 due to potential conflicts with other customers that
owned paper mills,

n. As early as 1997, Petitioner began, and then continued, to
extend credit to the Debtor’s Companies (through promissory notes, as co-
borrower and as guarantor) based on its knowledge as to the following:

(i)  The Debtor’s prior history of sﬁccess;

(ii)  The payment history of the Debtor and Debtor’s
Companies;

(ii1) The profitability of the Debtor’s Companies and their
business plans demonstrating anticipated future success;

(ivj The significant loans made by numerous banks to the
Debtor’s Companies (including: Associated Bank, Johnson Bank, Nicolet Bank,
Baylake Bank, Marine Bank, and Bank PNB Paribas).

(v)  The planned investment by major companies (including,
Enron, which purchased equity in the Debtor’s Companies for $5 million and

extended approximately $5 million of credit in 1998).

WHD/10851040.47 8

SA 0015
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(vi) Various letters of interest and commitments from major
banks to finance the ReBox project, including BNP Paribus (a large French bank),
GE Capital, Bank of Nova Scotia and Scotia Caﬁita!. These commitments ranged
from around $50 million to over $100 million.

(vii) Valuations of the Debtor’s Companies showing asset
values that were far in excess of their debts,

(viii) The purchasing (and timely payment for) significant
services from Petitioner by Debtor’s Companies.

0. Shortly after the Debtor began his paper mill operation, a
significant suitor, UAE Investment, Ltd. (“UAEI”) (an entity that invested on
behalf of the United Arab Emirates) began researching and negotiating the
purchase of the Debtor’s Companies operations related to a paper mill in Oconto
Falls, Wisconsin for a price that far exceeded all the liabilities of the Debtor’s
Companies.

(i)  One major extension of credit by Petitioner to the
Debtor’s Companies was for the installation of a machine that made paper from
cotton fiber (often referred to as “machine number 2”) at the request of UAEI in
1999.

| (i) UAEI acquired Purely Cotton, Inc.I to serve as the
acquirer in the planned sale and to partner with Debtor’s Companies to develop

and patent a process for making paper from cotton fiber.

WHD/10851040.47 9

SA 0016



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

(iii) The deal with UAEI was fully negotiated by 2001.

(iv) The Debtor’s Companies received a contract deposit of
$2 million from UAEI and provided confirmation to Petitioner in August of 2001
that final payments would be received within 90 days.

(v)  For months UAEI had at least one employee in Green
Bay that was preparing for the transition.

(vi) UAEI withdrew from the deal after the attacks of
September 11, 2001 made the prospects for a middle-eastern company operating in
the United States extremely uncertain.

p. Also in 2001, Enron, who had invested and was interested in
purchasing an interest in the Debtor’s Companies’ mill in DePere, Wisconsin, filed
for bankruptcy.

(i)  While not as significant as the UAEI deal, a transaction
with Enron would have also provided the Debtor’s Companies \I/vit'h significant
debt relief and operating liquidity.

q- With the collapse of both deals, lenders began contacting
- Petitioner about accelerating repayment of the loans to the Debtor’s Companies
and calling in the guarantees of Petitioner.

I. By the end of 2002, the majority of the credit extended by

Petitioner to the Debtor’s Companies (including guarantees and other

WHD/10851040.47 10
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commitments that led to additional loans and expenditures in later years) had
already been made, as noted in the board minutes of Petitioner, including:

(i)  Approximately $31.5 million of outstanding advances.

(i)  Approximately $25 million in guarantees of other debis.

. Petitioner generally extended additional credit after the loss of

the two suitors so that the Debtor’s Companies would have time to regroup and to
eliminate or forestall creditors with smaller balances that were threatening to
foreclose and trigger a cascade of loan defaults that would have forced a fire sale -
of the Debtor’s Companies’ assets.

History from 2003 through 2007

t. In 2003, the Debtor’s Companies remained current on payables
for services but began missing payments on debt.

u. In 2003, Petitioner began having weekly meetings with the
Debtor and his key employees (including heads of operations and accounting) in an
attempt to work out a plan for repayment of all the debts and the Debtor (and his
employees) presented many alternative proposals for repayment that reinforced
Petitioner’s continued expectation that all loans and other obligations would be
repaid to Petitioner. These weekly meetings (which were often heated) continued
until 2006 when the Debtor effectively ceded operational control of his companies

to another creditor’s representative.

WHD/10851040.47 11
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v.  After 2003, increases in the amounts owed by the Debtor to
Petitioner were extended essentially (1) to prevent acceleration of préviously
existing obligations to the point of overwhelming both the Debtor’s Companies
and the Petitioner, (2) on account of pre-existing guarantees or other obligations
(like “co-maker” loans) and commitments, or (3) were on account of services
provided to maintain the assets of the Debtor’s Companies for future sale.

w.  Petitioner (like the Debtor’s other major creditors) did not seek
to force the Debtor or his companies into bankruptcy or liquidation because
(1) very little repayment was expected if the assets were liquidated in a “fire sale”
and (2) the Debtor continually presented proposals that (at the time) were credible
" proposals to generate cash flow to pay the Petitioner from either new business or
the sale of the Debtor’s Companies suéh that Petitioner (and other creditors)
continued to expect full payment, including:

(i)  In 2003, Petitioner was aware that Wausau Paper
Company (“Wausau”) began due diligence for the purchase of the operations at the
Oconto Falls mill at an original offer of interest of over $80 million; a price that
would have repaid all creditors.
(1) In 2004, Wausau, after due diligence, significantly

reduced its offer for the Oconto Falls operations such that all creditors would not
be paid thus causing the deal to fall through. The revised offer was around

$64 million.

WHD/10851040.47 12
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(i1)  In 2004, Debtor informed his creditors that he was’
negotiating an “off-take” agreement (an agreement to take all production of the
mill) with SCA Tissue North America LLC (“SCA”), a major company in the
industry, as an alternative to the sale to Wausau. The proposed off-take agreement
with SCA would have significantly increased the cash flow to the Debtor’s
Companies to pay down the debts to Petitioner.

(i) In 2005, as the off-take agreement failed to produce the
expected cash flow, a new buyer, ST Paper (with support from Goldman Sachs),.
began negotiation to purchase the Debtor’s Companies at a significantly higher
price (initially close to $120 million) and Petitioner did not deduct any bad debt in
that year.

(iv)  After 2005, no loans or other amounts were extended to
(or on behalf of) Debtor or Debtor’s Companies otfler than amounts required by
Petitioner's previous guarantees or to forestall other creditors from forcing the
Debtor's Companies to sell assets at liquidation value.

X. In 2006, negotiations with ST Paper progressed to a phased
agreement with phase one, the sale of the mill, closing in April of 2007.
(i) The total price, including all notes, was over

$100 million.

WHD/10851040.47 13
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(ii)  Later phases were to include an expansion of operations
by building two new tissue mills and various enhancements to existing mills, with
the cost ($550-$600 million) to be financed by Goldman Sachs.

y. In February of 2007, just before the phase one sale in April
2007 (but before Petitioner filed its returns for 2006), Petitioner learned that the
payment terms had changed and that much of the expected purchase price was to
be received as seller notes that were contingent on the performance of the mill.

(i)  Petitioner’s only payment from the sale would be a
pledge as collateral of these notes (and it would not receive any cash).

(i)  Of the purchase price, over $40 million was received in
the form of notes.

Z. The notes received on the sale were for principal amounts far
lower than the total amount owed to Petitioner at that time and Petitioner claimed
additional worthless debt deductions for 2006.

(i)  The deduction did not encompass the entire excess of the
amount it was owed by the Debtor over the principal amount of the seller notes
assigned to it.

(ii))  For 2006, Petitioner made an informal claim for refund

based on the amount of the excess not already deducted for tax year 2006.

WHD/10851040.47 14
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PETITIONER PROPERLY DEDUCTED BAD DEBTS IN THE YEARS AT
ISSUE '

aa. Petitioner deducted bad debts based on (i) the sound business
judgment of its President in consultation with its stockholders, employees, and
outside accountants (Schenck, S.C.) and (ii) Petitioner’s unsuccessful attempts to
collect the debt.

bb.  Specific items supporting the judgment of the Petitioner in each
of the Years In Issue are as follows:

2004

(1) The basis for Petitioner’s partial bad debt deduction
claimed for the calendar year 2004 also included:

(1) The Debtor’s Companies ceased making payments
on its outstanding loans to Petitioner and other creditors for a period of time
beginning in 2003 and ceased making payments on invoices for a period of time
beginning in 2004;

(2)  Petitioner received a letter dated December 9, 2004
from an independent third party (a bank) questioning the value of the Petitioner’s
notes (which evidenced loans to the Debtor’s Companies) as an asset on
Petitioner’s books; and

(3) Ina 2004 letter to Petitioner, its attorney (who was
knowledgeable about the facts) opined that neither the Debtor nor the Debtor’s

Companies had any net worth.

WHD/10851040.47 15
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(i)  Petitioner calculated the amount of the worthlessness
based on:

(1)  The Wausau offer (which the Debtor would have
accepted but for the fact that the offer did not pay off 100% of the debt of the
potential seller);

(2) The business judgment and experience of its
PI"esident who had experience in estimating the cost to replace and install
equipment as well as his knowledge of the negotiations with Wausau (which were
derived from the weekly meetings with Debtor and his employees); and

(3)  The Petitioner’s outside accounting firm also
recommended that Petitioner deduct the loans as partially worthless in 2004.

(iii) Petitioner’s 2004 deduction was also confirmed in a
report on the Debtor’s Companies prepared in 2012 by LeRoy Matuszak, CPA and
a certified valuation analyst. In the report, Mr. Matuszak concluded that the bad
debt deduction for 2004, using the Wausau offer as a base for value, was

reasonable given the application of standard valuation multiples.

2006

(iv) The basis for Petitioner’s partial bad debt deduction
claimed for the calendar year 2006 also included:
(1)  The ST Paper transaction, including the “sources

and uses of funds” statement that Petitioner received in December 2006 from the

WHD/10851040.47 16
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parties to the transaction such that Petitioner estimated it would receive
approximately $9 million of the $28 million loan balance;

(2)  Petitioner learning (prior to filing its returns) that it
would not receive the expected payment from closihg on the sale to ST Paper;

(3) The Debtor’s Companies continued delinquencies;
and

(4) During an IRS audit of 2006 (occurring in 2009),
Petitioner recognized it should have deducted all debts owed to it by the Debtor
and the Debtor’s Companies, over the principal amount of the assigned notes, and
Petitioner made an informal claim for refund for tax year 2006 based on the
.amount not deducted.

2007

(v)  The basis for Petitioner’s partial bad debt deduction
claimed for the calendar year 2007 also included:

(1) In 2007, Petitioner analyzed the various
obligations of the Debtor’s Companies and concluded that accounts receivable for
services rendered to EcoFibre ($ 37,106), Nature’s Way ($142,980), OFTI
($1,431,390), ReBox ($24,730) and TPTC ($6,057) were uncollectible. These
balances had been outstanding for years and the companies had significantly

contracted after the sale to ST Paper in 2007.

WHD/10851040.47 17
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(2)  All of the net proceeds from the sa-ile to ST Paper
consisted of seller notes rather than cash to pay Petitioner.

(3) Petitioner refréined from deducting all the amounts
in excess of the value of the notes (which were collaterally assigned to it) because
it was assured that the notes would be paid and that additional amounts owed
woﬁld be paid by Debtor out of proceeds from later phases of the deal with
ST Paper.

2008

(vi) The basis for Petitioner’s partial bad debt deduction
claimed for the calendar year 2008 also included:

(1)  In 2008, Petitioner determined that the likelihood
that the Debtor’s Companies could repay the loans was even more diminished as
their fmanciai situation continued to deteriorate rather .than improve.

(2) Later phases of the Debtor’s deal with ST Paper
either did not progress or did not afford sufficient cash flow for Petitioner to
receive payment.

(3) Since the Petitioner was holding equipment as
collateral and a portion of the seller notes as further collateral, Petitioner did not

deduct the full balances owed by the Debtor and his companies.

WHD/10851040.47 18
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(vii) The basis for Petitioner’s Ipartial bad debt deduction
claimed for the calendar year 2009 also included:

(1)  This amount consisted of payments on prior
guarantees Petitioner made for loans to several of the Debtor’s Companies.

(2)  The remaining portion of the balance in bad debts
reflected a change in company policy to begin expensing bank guarantees wﬁen
paid rather than treating the payments as additional receivables from the Debtor or
his companies.

2010

——

(viii) The basis for Petitioner’s partial bad debt deduction
claimed for the calendar year 2010 also included:

(1) In 2010, Petitioner wrote-off principal amounts
due from two of the Debtor’s Companies that no longer had assets ($305,924
Purely Cotton and $1,209,764 CPPI).

(2) Petitioner also wrote-off additional accrued
interest from the Debtor’s Companies that was still on its books ($80,098 Purely
Cotton, $668,212 TPTC, $1,965,567 PCDI, $2,247,431 EcoFibre, $6,016 OFTI,
$10,451 Care For All Ages, $310,789 CPPI and $8,585 Tissue Technology).

(3)  Petitioner also wrote off $2 million of rental

income from CPPI and NWTC, companies that had become defunct.

WHD/10851040.47 19
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(4) Petitioner also wrote-off guarantee payments it
made to Nicolet National Bank ($1,408,884) as there was no longer a reasonable
prospect that these additional amounts could be recovered from the Debtor or his
companies.

(5)  The financial condition of the Debtor and his
companies continued to deteriorate and no payments were made.

PETITIONER MADE SUFFICIENT COLLECTION EFFORTS

cc.  Asdiscussed in paragraph 5(u), above, Petitioner (between
2003 and 2006) had weekly meetings with the Debtor and his employees in an
attempt to work out a plan for repayment of all the debts and the Debtor presented
many alternative proposals for repayment that reinforced Petitioner’s continued
expectation that all amounts would be repaid.

dd. In addition, Petitioner took several other actions in its attempt
to collect on the debts owed by the Debtor and the Debtor’s Companies, including:

(i)  In 2003, Petitioner engaged an attorney to determine if

the Debtor and the Debtor’s Companies had any additional assets that Petitioner
could recover as it considered filing a lawsuit against the Debtor and his companies
to enforce its promissory notes and the other obligations of the Debtor and his
companies. The conclusion was that there were very few assets that could be
recovered and that the Debtor and the Debtor’s Companies’ net worth was very

small or nonexistent.

WHD/10851040.47 20
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(i1)  In 2004, Petitioner again requested that its attorney
conduct a search for assets of the Debtor and the Debtor’s Companies as it
continued to consider filing a lawsuit against the Debtor or the Debtor’s
Companies to enforce its rights under the promissory notes (as well as other
obligations of the Debtor and Debtor’s Companies). The conclusion was, again,
that there were no assets to be recovered and that the Debtor and the Debtor’s
Companies had little or no net wprth_.

(iii)) Between 2003 and 2006, Petitioner insisted on r.eceiving
(and received) regular, updated financial information and projections with regard
to payment from the Debtor and the Debtor’s Companies. For example, it was
fully aware of the proposals to increase cash flow outlined in paragraph 5(w),
above.

ee.  Petitioner’s decision not to pursue litigation and to ensure debts
were not accelerated so that the Debtor’s Companies could retain value as
operating businesses was rational and consistent with what other creditors were
doing, both in general and specifically in dealing with the Debtor’s Companies.
This strategy was confirmed in a number of letters Petitioner provided to
Respondent:

(i)  An executive of a national bank noted that he worked at‘
three banks during this time and none had tried to force the Debtor or his

companies into bankruptcy or otherwise force him to take actions that might have
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devalued his companies (although, as noted, certain creditors did try to force one of
the Debtor’s Companies into involuntary bankruptcy in 2006);

(1))  An insider at the Debtor’s Companies noted that most of
the debtors pursued collection but “held off action” so that the Debtor could
operate,

(iii)) A former president of a local bank (presently a minister)
commented that in his experience as president of a local bank that the “general
philosophy” for creditors of the Debtor’s Companies was to refrain from taking
actions that would prevent the Debtor from operating and potentially repaying the
debts;

(iv) InalJuly 2010 letter to Petitioner, another Green Bay
attorney opined (at the request of Petitioner) that filing a lawsuit would not have
been worthwhile;

(v)  Another experienced lender stated that it was the
common strategy for creditors of the Debtor’s Companies to refrain from filing a
lawsuit; and

(vi) A Green Bay attorney, who has represented both parties
over the years, commented in 2014 that, (between 2005 and 2011) it would have

been “fruitless” to commence litigation against the Debtor’s Companies.
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THE LOANS WERE NOT EQUITY

ff. ~ The Debtor’s Companies, Petitioner, and the Shareholders of
those companies always viewed these advances as debt and treated them as such
for all purposes.

gg.  All other creditors of the Debtor and his companies, as well as
the Petitioner’s bonding companies, treated the amounts owed to Petitioner as debt
and none of them treated Petitioner as an investor or owner of the Debtor’s
Companies.

hh.  The loans were made with the expectation of repayment as
evidenced by all records of the Petitioner.

ii.  The loans were evidenced by signed promissory notes that:

(i)  Required adequate interest;

(ii)  Provided adequate rights for enforcement;

(iii) Provided that the obligations of the Debtor’s Companies
would be completely satisfied by the repayment of principal plus interest (in other
wérds, there was no equity participation);

(iv) Resulted in significant interest and principal that was
paid with respect t(; the notes.

Ji- Petitioner reported significant interest income from the loans on

its tax returns.
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kk.  There was no significant overlap between the management,
directors, and shareholders of the Debtor’s Companies and Petitioner’s companies;
though approximately five persons worked for both over the Relevant Time but
never for both at the same time. Several persons held shares in both but not a
controlling interest.

ASSUMING, ARGUENDQO, THAT THE LOANS WERE EQUITY, THEN
INCOME SHOULD NOT BE RECOGNIZED

11. In the event that the bad debts are recast as equity rather thap
debt, the following items should be recast in a consistent fashion:

(i)  Ifthebad debts are treated as equity, then the interest
income accrued by Petitioner, and included in Petitioner’s taxable income reported
on its tax returns, should be reversed.

(1)  Ifthe bad debts are treated as equity, correlated
interest payments should be considered distributions; or to the extent accrued but
unpaid, the interest income should be deducted from the year accrued.

(2)  The Debtor’s Companies likely did not have
earnings and profits for many of the Years at Issue such that the distributions
would be a return of capital and not taxed as dividends.

(i1)  If the bad debts are treated as equity, then the amounts
accrued by Petitioner as income from services performed for the Debtor’s |

Companies, should be reversed.
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(iii) Years prior to the Years at Issue may not be open years
under the statute of limitations such that income recorded in those years consistent
with treated the loans to the Debtor’s Companies as debt cannot be reversed. In
such case, reversal of the bad debt deduction would effectively tax those income
items twice—once as income in the closed year, and again when the bad debt
deduction is disallowed. Any such items, even if outside the statute of limitations,
should be treated properly so as to avoid unjust enrichment based on inconsistent
taxes imposed on the same transaction. Dean Epperson v. U.S., 44 AFTR 2d
79-6000 (DCWI) (1979); IRC § 1311-1312; Treas. Reg. § 1.1312-1(b).

OTHER ISSUES

mm. The accrual of income as to a contract between Petitioner and
Jedson was incorrect in 2006 as the “all events test” was not satisfied, as noted in
the Notice of Proposed Audit changes prepared by the examiner.
nn. The interest paid to (or accrued) on a loan contract from Ray
Van Den Heuvel I and Petitioner is deductible because it was bona fide debt.
WHEREFORE, Petitioner prays:
1. That the Court may hear this proceeding;
2. That the Court determine that there are no deficiencies in income tax
(or additional tax liability) for the Years in Issue;
3. That the Court determine that there is an overpayment (or refund) of

tax;
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4. That the Court determine that the Respondent erred as alleged in

paragraph 4 above;

5. That the Court find that the Respondent shall have the burden of proof

with respect to the determination of the liabilities outlined above, pursuant to

LR.C. § 7491;

6. That the Court may give such other and further relief as it may deem

just and appropriate.

Dated this 18th day of February, 2015.

WHYTE HIRSCHBOECK DUDEK S.C.

555 East Wells Street, Suite 1900
Milwaukee, Wisconsin 53202-3819
414-273-2100

414-223-5000 (fax)
rdallman@whdlaw.com

WHYTE HIRSCHBOECK DUDEK S.C.

555 East Wells Street, Suite 1900
Milwaukee, Wisconsin 53202-3819
414-273-2100

414-223-5000 (fax)
dgeraghty@whdlaw.com

WHYTE HIRSCHBOECK DUDEK S.C.

555 East Wells Street, Suite 1900
Milwaukee, Wisconsin 53202-3819

- 414-273-2100

414-223-5000 (fax)
tvance@whdlaw.com
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ADMITTED

Respectfﬁlly ﬁbmitted,
BY

Robert E. Dallman
Tax Court Bar No. DR0504
Attorney for Petitioners

BY ﬂ\// % ADMITTED

Dahiel B. Geraghty
Tax Court Bar No. GD0391
Attorney for Petitioners

e

Thomas R. Vance ADMITTED
Tax Court Bar No. VT0064
Attorney for Petitioners
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Internal Revenue Service Department of the Treasury
200 West Adams; Suite 600
Chicago, Illinois 60606 Person to Contact:

Terrence Brennan
CERTIFIED MAIL Employee ldentification Number:

. 0243568
. Telephone Number:
Date: - 312) 582-6941
NOV 2 1 2014 Fa<x Number:
(312) 582-6925
Refer Reply to:

AP:FW.IL:CHLTPB:.CV
Form Number: -
1120
Taxpayer Identification Number:

Tax Type:
Income Tax Liability
Last Day to File a Petition with the United States Tax Court:

FEB 19 2015

Tax Year Ended Tax Deficiency
VHC, Inc. and Subsidiaries December 31, 2004  $2,507,262.00
3090 Holmgren Way December 31, 2005  $1,360,723.00
Green Bay, Wisconsin 54304-5736 December 31, 2006  $1,462,854.00

December 31,2007  $929,853.00

December 31, 2008  $5,393,079.00
December 31, 2009  $2,607,540.00
December 31, 2010  $3,437,475.00

7022 Lk40 000L 18186 0208

Dear Taxpayer:
NOTICE OF DEFICIENCY

We've determined that you and your affiliated companies have a deficiency in your tax accounts. This means yoi: owe
additional tax, other amounts such as penalties or additions to tax, or both, as shown above. This letter is your NOTICE
OF DEFICIENCY that the law requires. The enclosed statement shows how we figured your deficlency.

If you disagree with this notice of deficiency, you may petition the United States Tax Court for a redetermination of your .
deficiency. You have 90 days from the date of this letter (150 days if this letter is addressed to you outside of the United
States) to file your petition. Send your completed petition form, a copy of this letter, and copies of all statements and/or
schedules you received with this letter, to the United States Tax Court. You may get a petition form and a copy of the
rules for filing a petition by writing to the following address:

United States Tax Court
400 Second Street, NW
Washington, DC 20217

The Tax Court has a simplified procedure for small tax cases when the amount in dispute for each tax year is $50,000 or
less. If you intend to file a petition for multiple tax years and the total amount in dispute for any one or more of the tax
years exceeds $50,000, this simplified procedure is not available to you. If you use this simplified procedure, you cannot
appeal the Tax Court's decision. You can get information pertaining to the simplified procedure for small cases from the
Tax Court by writing to the court at the above address or from the court's internet site at www.ustaxcourt.gov.

{continued on following page})

Letter 901 (CG) (Rev. 4-2004)

EXHIBIT
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If you intend to file a petition with the Tax Court, you should do so promptly. The court cannot consider your case if you
file the petition late. The law considers your petition as filed on time if the postmarked date falls within the 90 or 150 day
period allowed, and the envelope containing the petition is properly addressed with the correct postage.

The time allowed to file a petition with the Tax Court cannot be extended or suspended because the time is set by law.
Requesting more information, or receiving other correspondence from the Internal Revenue Service (IRS) will not change
the time allowed by law to file your petition.

If you agree with this notice of deficiency and do not intend to petition the Tax Court for a redetermination, please sign
the enclosed waiver form and return it to us at the IRS address at the top of the first page of this letter. This will permit us
to assess the deficiency quickly, and may limit the accumulation of interest you may owe. \We've enclosed an envelope
for your convenience.

If you decide not to send the IRS your signed waiver, and also not to file a petition with the Tax Court within the time limit,
the law requires us to assess the deficiency and bill you after 90 days (150 days if this letter is addressed to you outside
of the United States) from the date of this letter. This bill may include interest. If you are a C corporation, under Internal
Revenue Code Section 6621(c), large corporate underpayments may be subject to a higher rate of interest than the
normal rate of interest for underpayments.

If you have questions about this letter, you may call or write to the contact person whose name appears on the first page
of this letter. If you write to us, please include: (1) a copy of this letter to help us to identify your account; and (2) your
telephone number, including the area code, and the best time for us to call you. If you send a copy of this letter to us, we
recommend you keep the original for your records. If you call us and our telephone number is outside your local calling
area, please remember there will be a long distance charge from your telephone company.

The contact person listed on the front of this letter can access your tax information and help you get answers. In addition
to help from this contact person, you may ask for help from the Taxpayer Advocate by calling 1-877-777-4778, or
contacting the Taxpayer Advocate for the IRS office that issued this notice of deficiency by calling (312) 566-3800 or
writing to: 230 South Dearborn St., Stop 1005-CHI, Chicago, IL 60604, Taxpayer Advocate assistance is not a substitute
for established IRS procedures. The Taxpayer Advocate can help you to understand your tax situation, provide account
information and make sure that your problem is handled promptly and properly. However, the Taxpayer Advocate cannot
reverse legally correct tax determinations, or extend the time the law allows you to file a petition with the United States
Tax Court.

Thank you for your cooperation.
Sincerely,

John A. Koskinen
Commissioner

By M
/sitlé. Hultsch

Appeals Team Manager
Enclosures:

Envelope

Copy of this Letter

Explanation of Tax Changes

Statement - Income Tax Changes

Form 4089, Notice of Deficiency Waiver
Statutory Notice Statement (Schedule A)

Letter 901 (CG) (Rev. 4-2004)
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Form 4089
(Rev. January 1983)

Department of the Treasury - Internal Revenue Service

Notice of Deficiency - Waiver

Symbols:

AP:FW:IL:CHLTPB:CV

Name, SSN or EIN, and Address of Texpayer(s):
VHC, Inc. and Subsidiaries
3090 Holmgren Way
Green Bay, Wisconsin 54304-5736

SSN or EIN: NG

Kind of Tax: [flCopies to Authorized Representatives:
William Meulbroek Robert Dallman
income Schenck, 5.C. and Whyte Hirschboeck Dudek, S.C.
Post Office Box 23819 565 East Wells Street, Suite 1900
Green Bay, Wisconsin 54306 Milwaukee, Wisconsin §3202
Deficiency

Tax Year Ended

December 31, 2004
December 31, 2005
December 31, 2006
December 31, 2007
December 31, 2008
December 31, 2008
December 31, 2010

Increase in Tax
Tax Deficiency .

$2,507,262.00
$1,360,723.00
$1,462,854.00
$929,853.00
$5,393,079.00
$2,607,540.00
$3,437,475.00

The tax fability of VHC, Inc. and each subsidiary company named in the attached Schedule A is stated as provided for by regulations prescribed

under section 1502 of the Internal Revenue Coda.

The deficiencies shown above will be assessed severally agains! each corporation named in accordance with regulations prescribed under section

1502 of the Internal Revenue Code.

Interest, as provided by law, will be charged on the unpaid liability until it is paid in full,
Interest for the tax years ended December 31, 2004 and December 31, 2005 will be computed under section 8601(d) of the Internal Revenue Code.

See the attached explanation for the above deficlencles

| consent to the immediate assessment and collection of the deficiencies (increase in tax and penalties) shown above, plus any interest provided by law.

Your
Signature > ................... Lt eesaareaanen

{Date signed)

Spouse's Signature,
L R ) T T P
Was Filed (Dete signed)
Taxpayer's
Representative > ....................................................................................
Sign Here (Date signed)
Corporate
Name: e T T
Corporate ’ > ...................................................................................
Officers ' (Signature) (Title) (Date signed)
Sign Here

{Signature) (Title) (Date signed)
Note: Who Must Sign

If you consent to the assessment of the amounts shown in this waiver,
please sign and return it in order to limit the accumulation of interest and
expedite our bill to you. Your consent will not prevent you from filing a
claim for refund (afler you have paid the tax) if you later believe you are
entitled to a refund. 1t will not prevent us from later determining, If
necessary, that you owe additional tax; nor will it extend the time
provided by law for either action.

If you later file a claim and the Internal Revenue Service disallows it, you
may file suit for refund in a district court or in the United States Claims
Court, but you may not file a petition with the United States Tax Court.

If this walver is for any year(s) for which you filed a joint return, both
you and your spouse must sign the original and duplicate of this form.
Sign your name exactly as it appears on the return. If you are acting under
powerof atlorney for your spouss, you may sign as agent for him or her.

For an agent or attorney acting under a power of attorney, a power of
attorney must be sent with this form if not previously filed.

For a person acting ina fiduciary capacily (executor, administrator,
trustee), file Form 56, Notice Concerning Fiduciary Relationship, with
this form if not previously flled.

Fora corporation, enter the name of the corporation followed by the
signature and title of the officer(s) authorized to sign.

If you agree, please sign one copy and return it; keep the other copy for your records.

Form 4089 (Rev 1-83)
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AP:FW:IL:CHI:TPB:CV ) Schedule A

STATUTORY NOTICE STATEMENT
VHC, Inc. and Subsidiaries
3090 Holmgren Way
Green Bay, Wisconsin 54304-5736

Returns Examined

Parent Company EIN Tax Years Ended

1) VHC, Inc. ] 12/31/04, 12/31/05, 12/30/06, 12/31/07,
3090 Helmgren Way 12/31/08, 12/31/09, and 12/31/10
Green Bay, Wisconsin 54304 .

Subsidiary Companies

2) VDH Electric, Inc. I 12/31/04, 12/31/05, 12/30/06, 12/31/07,
3080 Holmgren Way 12/31/08, 12/31/09, and 12/31/10
Green Bay, Wisconsin 54304 '

3) VOS Electric, Inc. [ | 12/31/04, 12/31/05, 12/30/06, 12/31/07,
3131 Market Street 12/31/08, 12/31/08, and 12/31/10
Green Bay, Wisconsin 54304

4) Best Built, Inc. [ ] 12/31/04, 12/31/05, 12/30/08, 12/31/07,
3100 Holmgren Way 12/31/08, 12/31/09, and 12/31/10
Green Bay, Wisconsin 54304

5) Spirit Construction Services, Inc. [ ] 12/31/04, 12/31/05, 12/30/06, 12/31/07,
118 Coleman Boulevard 12/31/08, 12/31/09, and 12/31/10
Savannah, Georgia 31408

6) Spirit Fabs, Inc. I 12/31/04, 12/31/05, 12/30/06, 12/31/07,

3261 Spirit Way
Green Bay, Wisconsin 54304

12/31/08, 12/31/09, and 12/31/10
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Form 5278 Department of the Treasury - Internal Revenue Service Schedule
(Rev. June 2004) Statement - Income Tax Changes 1
1. Name(s) of taxpayer(s) 2. [ Notice of Deficiency [ other (specify)

VHC, inc. and Subsidiaries

[ settiement Computation

4. Form Number

5. Docket Number

6. Office Symbols

3. Taxpayer Identification Number 1120 AP.FW.IL.CHI.TPB:CV

[ ] Tax years ended
" 7. Adjustment to income 12/31/04 12131105 12/131/06

a. Bad Debts - Related Party 5,889,650 e 10,039,574
b. Bad Debts - Unrelated Party emusanan emmmmemen L amemeree
c. InterestExpense | e | e
d. Charitable Contributions | ceeeeeees et {250,289)
e. Net Operating Loss Carryback from 2006 0 0] e
f.
Q.
h.
i.
j-

8. Total adjustments 5,889,650 0 9,789,285

9. Taxable income as shown in:

[] Preliminary letter dated _

[[] Notice of deficiency dated

[X] Return as filed 1,551,640 4,383,652 (5,486,774)

10. Taxable income as revised 7,441,290 4,383,552 4,302,511
1. Tax Tax method
Filing status 2,530,039 1,490,408 1,462,854
12. Alternative tax, if applicable
13. Alternative minimum tax (Starting tax year 2000) 0 0 0
14, Corrected tax liability (lesser of line 11 or 12 plus line 13) 2,630,039 1,490,408 1,462,854
15. Less credits a,
b.
C.
16. Balance (line 14 less total of lines 15a - 15c) 2,630,039 1,490,408 1,462,854
17. Plus other a.
taxes b,
C.

. Total corrected tax liability (ine 16 plus lines 17a - 17¢) 2,530,039 1,490,408 1,462,854
Total tax shown on return or as previously adjusted 22,777 129,685 0
Adjustments: increase (decrease) to:

SR 71 a. Earned income credit
| b. Additional child tax credit
| c. Fuels credits / other
21. Deficiency - Increase in tax (overassessment- decrease in tax) 2 507,262 1.360.723 1.462.854
(line 20 adjusted by lines 20a - 20c) DAk T Y
22. Adjustments to prepayment credits - Increase (decrease)
23. Balance due or (overpayment) excluding interest and penalties 2,507,262 1,360,723 1,462,854

(line 21 adjusted by line 22)

24. Penalties and/or Additions to Tax (listed below)

Form 5278 (Rev. June 2004)
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Form 5278 Department of the Treasury - Internal Revenue Service Schedule
(Rev. June 2004) Statement - Income Tax Changes 2
1. Name(s) of taxpayer(s) 2. [X] Notice of Deficiency 1 Other (specify)
VHC, Inc. and Subsidiaries [ settiement Computation
4, Form Number 5. Docket Number 6. Office Symbols
3. Taxpayer Identification Number 1120 AP:FW:IL:CHI:TPB:CV
I Tax years ended
7. Adjustment to income . 12/31/07 12/31/08 12/31/09
a. Bad Debts - Related Party 1,642,373 15,448,547 7,562,648
b. Bad Debts - Unrelated Party 1,092,489 wm———— EETE
c. InterestExpense | e -- m————a——— 75,000
d. Charitable Contributions | e -- el
e.
f.
g.
h
i.
j.
8. Total adjustments 2,734,862 15,448,547 7,637,648

9. Taxable income as shown in:
[X] Previous adjustment (2009)
[J Notice of deficiency dated

[X] Return as filed (2007 and 2008) 3,613,577 1,815,796 96,664
10. Taxable income as revised 6,348,439 17,264,343 7,734,312
11. Tax Tax method
' Filing status 2,168,469 6,010,450 2,629,666
12, Alternative tax, if applicable
13. Alternative minimum tax (Starting tax year 2000) 0 0 0
14. Corrected tax liability (lesser of line 11 or 12 plus line 13) 2,158,469 6,010,450 2,629,666
15. Less credits a. . :

b.
C.
16. Balance (line 14 less total of lines 15a - 15¢c) 2,158,469 6,010,450 2,629,666
17. Pius other a.
taxes b.
C.
18. Total corrected tax liability (line 16 plus lines 17a - 17¢c) 2,158,469 6,010,450 2,629,666
19, Total tax shown on return or as previously adjusted 1,228,616 617,371 22,126

20. Adjustments: increase (decrease) to:
a. Earned income credit
b. Additional child tax credit
| c. Fuels credits / other
21. Deficiency - Increase in tax (overassessment-decrease in tax)
(line 20 adjusted by lines 20a - 20c) 929,853 5:393,079 2,607,540
22, Adjustments to prepayment credits - Increase (decrease)
23. Balance due or {overpayment) excluding interest and penalties
(line 21 adjusted by line 22)
24. Penalties and/or Additions to Tax (listed below)

929,853 * 5,393,079 2,607,540

Form 5278 (Rev. June 2004)

SA 0039



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227
Form 5278 Depariment of the Treasury - Internal Revenue Service Schedule
(Rev. June 2004) Statement - Income Tax Changes 3

1. Name(s) of taxpayer(s)
VHC, Inc. and Subsidiaries

2. X Notice of Deficiency

|:| Settlement Computation

O other (specify)

3. Taxpayer Identification Number

I

4. Form Number
1120

5. Docket Number

6. Office Symbols
AP:FW:IL:CHI. TPB:CV

Tax years ended

7. Adjustment to income

12/31110

a. Bad Debts - Related Party

10,175,075

b. Bad Debts - Unrelated Party

[ —

c. Interest Expense

75,000

d. Charitable Contributions

e.

Bkl B

]

8. Total adjustments

10,260,075

9. Taxable income as shown in:
[J Preliminary letter dated
[ Notice of deficiency dated
[X] Return as filed

(143,003)

10. Taxable income as revised

10,107,072

11. Tax

Tax method
Flling status

3,437,476

12. Alternative tax, if applicable

13. Alternative minimum tax (Starting fax year 2000)

0

14, Corrected tax liability (lesser of line 11 or 12 plus line 13)

3,437,475

15. Less credits a.

b.

C.

16. Balance (line 14 less total of lines 15a - 15¢)

3,437 475

17. Plus other a.

taxes h.

C.

18. Total corrected tax liability (line 16 plus lines 17a - 17¢)

3,437,475

19. Total tax shown on return or as previously adjusted

0

20.

Adjustments: increase (decrease) to:

a. Earned income credit

b. Additional child tax credit

c. Fuels credits / other

21.

Deﬂmency- Increase in tax (overassessment-decrease in tax)
(line 20 adjusted by lines 20a - 20c)

3,437,475

22. Adjustments to prepayment credits - Increase (decrease)

23. Balance due or (overpayment) excluding interest and penalties

(line 21 adjusted by line 22)

3,437,475

24, Penalties and/or Additions to Tax (listed below)

Form &

78 (Rev. June 2004)

SA 0040



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

Form 886-A EXPLANATION OF ADJUSTMENTS SCHEDULE 4
Name of Taxpayer: Tax Years

2004, 2005, 2006, 2007,
VHC, Inc. and Subsidiaries 2008, 2009 and 2010

7.a. Bad Debts - Related Party

It is determined that you did not establish that the amounts of $5,889,650; $10,039,574; $1,642,373; $15,448 547, $7,562,648; and
$10,175,075, deducted on your 2004, 2008, 2007, 2008, 2009 and 2010 retumns, respectively, were bad debts arising from a true
debtor-creditor relationship. Accordingly, your income for the taxable years ended December 31, 2004; December 31, 2006;
December 31, 2007; December 31, 2008; December 31, 2009; and December 31, 2010 is increased by the amounts of $5,889,650;
$10,038,574; $1,642,373; $15,448,547; $7,562,648; and $10,175,075, respectively.

Alternatively, you have failed to establish that the debts were wholly or partially worthless during the tax years 2004, 2006, 2007,
2008, 2009 and 2010, and, therefore, no bad debt deductions are allowed. Accordingly, your income for the taxable years ended
December 31, 2004; December 31, 2006; December 31, 2007; December 31, 2008; December 31, 2009; and December 31, 2010 is
increased by the amounts of $5,889,650; $10,039,574; $1,642,373; $15,448,547; $7,562,648; and $10,175,075, respectively.

Per Return Per Audit Adjustment
December 31, 2004 $5,904,404 $14,754 $5,889,650
December 31, 2006 $10,040,847 $1,273 $10,039,574 *
December 31, 2007 $2,742,620 $1,100,247 ** $1,642,373*
December 31, 2008 $15,590,109 $141,562 $15,448,547
December 31, 2009 $8,020,233 $457,585 $7,562,648
December 31, 2010 $10,220,661 $45,586 $10,175,075

* Since the net operating loss in 2006, on which the carrybacks to 2004 and 2005 are based, is disallowed, carrybacks in the
amounts of $1,551,640 and $3,935,552 for the taxable years ended December 31, 2004 and 2005, respectively, are disallowed.

** See Line 7.b. below for further adjustment,

7.b. Bad Debts - Unrelated Party

It is determined that since you did not establish that the amount of $1,092,489, deducted on your 2007 return, was a bad debt arising
from a true debtor-creditor relationship based upon a valid and legally enforceable obligation and that it became worthless during the
year, it is disallowed. Accordingly, your taxable income for the tax year ended December 31, 2007 is increased by $1,092,489.

7.c. Interest Expense

It is determined that the amounts of $75,000 and $75,000 deducted on your 2009 and 2010 returns as interest expense are, in fact,
dividend payments and are disallowed because it has not been established that these amounts were paid for interest on a bona fide
debt. Accordingly, your taxable income for the tax years ended December 31, 2008 and December 31, 2010 is increased by $75,000
and $75,000, respectively.

ALTERNATIVE POSITION: In the event that it is established that the amounts were paid for interest on a bona fide debt, it is
determined that this is an above-market loan which should be adjusted to reflect an arm's-length transaction at interest rates of
3.84% and 4.01% for 2009 and 2010, respectively, resulting in interest deductions of $28,800 and $30,075. Accordingly, your taxable
income for the tax years ended December 31, 2009 and December 31, 2010 is increased by $46,200 and $44,925, respectively.

7.d. Charitable Contributions

As a result of the change in taxable income ‘caused by the other adjustments in this notice, your charitable contributions limitation
for 2006 is increased from $ -0- to $250,289. Accordingly, your taxable income for the tax year ended December 31, 2008 is
decreased by $250,289.

7.e. Net Operating Loss Carryback from 2006

As a result of the adjustments shown in this notice, you did not sustain a net operating loss in the taxable year 2006. Consequently,
there is no net operating loss carryback to either 2004 or 2005, and the tentative allowances for those years of $504,781 and
$1,360,723 are to be recaptured in full. Accordingly, your tax for the fax years ended December 31, 2004 and December 31, 2005 is
increased by $504,781 and $1,360,723, respectively. .

13. Alternative Minimum Tax - Schedule 11 Attached

As a result of the adjustments shown in this notice, your alternative minimum tax for 2009 is $ -0-, as computed on the attached
schedule, rather than the $3,024 shown on your return. Accordingly, your tax for the tax year ended December 31, 2009 is
decreased by $3,024.

SA 0041



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

SCHEDULE §

Name of Taxpayer:
VHC, Inc. and Subsidiaries

Form 5278, Line 19 (Tax shown on return or as previously adjusted)

12/31/04 12/31/05 12/31/06 12/31/07 12/31/08 12/31/09 12/31/10

Taxperreturn........coooooveiiviiieinnn 527,558 1,490,408 0 1,228,616 617,371 19,188 0
Tentative allowance (2006 carryback)...  (504,781) (1,360,723)

Previous tax increase........................ - 2,938 e
Tax as previously adjusted................. 22777 129,685 0. 1228616 617371 22126 0

— e

SA 0042



Case: 18-3718

run 4626

Document: 15 Filed: 04/15/2019

Alternative Minimum Tax - Corporations

Pages: 227

SCHEDULE &

2004

Name
VHC, Inc. and Subsidiaries
1 Taxable income or (loss) before net operating loss deduction............ccccoeoovieveiviivisienienivee e eieeerie e |4 7,441,290
2 Adjustments and preferences:
8 Depreclation of POst-1088 PrOPEMY. ..ot e e e reraaeabe st eer e se s e e rran e b e aeaessreaes 47,084
b Amortization of certified pollution control facilities. ..
¢ Amortization of mining exploration and cle\relopment cosls
d Amortization of circulation expenditures {personal holding companies only]
e Adjusted gain or loss... (26,167)
f Long-term contracts..
g Merchant marine capltal construction funds
h Seclion 833(b) deduction (Blue Cross, Blue Shneld and 5|m||ar orgamzallons)
i Tax shelter farm aclivilies (personal service Corporations ONIY).............ververeririvseueres e e ensea s
] Passive activities (ciosely held and personal service corporations only). .,
k Loss limitations. .
| Depletion
m  Tax-exempt interest from specified private activity bonds
n Intangible drilling costs...
o Other adjustments and preferences . T
3 Preadjusiment alternative minimum taxahla income (AMT!) Combina lines 1 ihmugh 20...
4  Adjusted current earnings (ACE) adjustment:
a ACE from line 10 of the worksheset. .. .| 4a 7,416,055
b Subtract line 3 from line 4a. If line 3 exceeds Ime 4a, enter lhe dlﬁerance as a :
negative number (see instructions for examples).............cocoiiviiciinen, 4bh (18,625)
¢ Multiply line 4b by 75%. Enter the result as a positive nUmber.............ccccoeveeenn. 4c 13,969
d Enter the excess, if any, of the corporation's total increases in AMTI from prior
year ACE adjustments over ils total reductions in AMTI from prior year ACE
adjustments. Note: You must enter an amountonline 4d.................coveeeenn. 4d 180,691
e ACE adjustment:
* Ifline 4b is -0- or more, enter the amount from line 4¢ }
* |fline 4b is less than -0-, enler the smaller of lines 4c or 4d as a negative amount
§ Combine lines 3 and 4e. If zero or less, stop here; the corporation does not owe any AMT.............. 5 7,420,711
6 Alternative tax net operating loss deduction (see instructions)... e e 8 0
7  Alternative minimum taxable income. Subtract fine 6 from Ilna 5 7,420,711
8 Exemption phase-out computation (if line 7 is $310,000 or more, skip ||nes Ba and 8b and enter -0- on
line 8c¢):
a Subtract $150,000 from line 7 (if you are completing this line for a member of
a contralled group of corporations, see instructions). !f zero or less, enter -0-...... Ba
B MUItiply N 88 BY 25%......eveviiiieiverereriee e e inserssne threseansseeseeceeeennnenens | BB
¢ Exemption. Subtract line 8b from $40,000 (if you are completing this line for a member of a controlled
group, see instructions), If Zero or 1ess, BNEEE -0v....... . c..oeeeeeiiieaireeieereseansareeesnees e sarbe et enesaeneees | 86 0
9 Subtract line 8c from line 7. If zero or less, enter -0- 9 7,420,711
10 Multiply line 9 by 20%.. 10 1,484,142
11 Alternative minimum tax foreigntax crednt (See instructions forllmltat:ons) 11
12  Tentative minimum tax. Subtractline 11 from line 10.., 12 1,484,142
13  Regular tax liability before all credils except the forelgn tax credlt and possessions tax credit... 13 2,530,039
14  Alternative minimum tax. Subtract line 13 from line 12. If zero or less, enter -0-. Enter here and on
Form 1120, Schedule J, line 4, or the appropriate line of the corporation’s income tax return................... | 14 0
Form 4626 (2004)

SA 0043



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227
SCHEDULE 7
rom 4626 Alternative Minimum Tax - Corporations 2005
Name

VHC, Inc. and Subsidiaries

1

oW

Y
o ~x——T@@ "o oo o

‘Merchant marine capttal construction funds

Taxable income or (loss) before net operating 1085 AeAUCHON..........iviiieerierioreeeesiee e st rreans e aeree s

4,383,552

Adjustments and preferences:
Depreciation of post-1986 property

2a

(72,178)

Amortization of cerlified pollution control facilities..

Amortization of mining exploralion and develupmeni costs..

Amaortization of circulation expendilures (personal holding companies only)

ATGIUSTEA GAIN O 105S... ...t eveee e eeeee et e reeeeseeese e seeeesessesseseeseseesses et enarsarsessneenes e

2e

(5,562)

Long-term contracts..

Section 833({b) deduction (Blue Cross, Blue Shle!d, and similar organizations)............cccceervieeinieneervievnnens

2h

Tax shelter farm activities {personal service corporations only)..........

2i

Passive activities (closely held and personal Service corporations ONIY)..... .. veeeererreesvrnns crrmne vosnnssrnnsennes

2

LOSS MIEAIIONS. ...oii i e e e erer e e ne e e e b be s maan e et e ane s e aanae

DEPIBtioN. ... eecvieie e aeeas

Tax-exempt interest from specified private activity bonds.............coooiiiiii
Intangible drilling costs
Other adjustments and preferences...

Preadjustment alternative minimum taxab!e income (AMT\) Combme lines 1 through 200 e
Adjusted current earnings (ACE) adjustment:

a ACE from line 10 of the worksheaet... .| 4a 4,297 394

o ~N o,

10
11
12
13
14

Subtract line 3 from line 4a. If Ilne 3 exceeds line 4a, enter the d1fference as a
negative number (see instructions for examples)............cccvvevererveeeeenisioreeieenn | 40 (8,418)

Multiply line 4b by 75%. Enter the result as a positive number..........cc..c.oeeeeens 4c 6,314

Enter the excess, if any, of the corporation’s total increases in AMTI from prior
year ACE adjustments over its total reductions in AMTI from prior year ACE
adjustments. Note: You must enter an amounton line 4d.............c.ccerennne. | 4d 166,722

ACE adjustment:
* If line 4b is -0- or more, enter the amount from line 4¢ }
¢ Ifline 4b is fess than -0-, enter the smaller of lines 4c or 4d as a negative amount
Combine lines 3 and 4e. If zero or less, stop here; the corporation does not owe any AMT.......coevveiviininnn
Alternative tax net operating loss deduction (see instructions)...
Alternative minimum taxable income. Subtract line 6 from une 5
Exemption phase-out computation (if line 7 is $310,000 or more, sklp tmes 8a and Bb and antar -D- on
line 8c¢):
Subtract $150,000 from line 7 {if you are completing this line for a member of
a controlled group of corporations, see instructions). If zero or less, enter -0-...... | 8a

4,305,812

6,314)

4,299,498

0

MUILIPIY i€ B8 DY 28%....01eeivviiieireeeseeeiesireesseeeseeesees e nnsrssenraeessesaeassnseninee | BB

Exemption. Subfract line 8b from $40,000 (if you are completing this line for a member of a controlled
group, see instructions). If zero or less, enter -0-.

Subtract line 8¢ from line 7. if zero or Iess, BT =0 e e e e e e aa
Multiply line 8 by 20%..

Alternative minimum tax forengn tax credlt (See mstructlons for limitations. )

Tentative minimum tax. Subtract line 11 from line 10...

Regular tax liability before all credits except the foreign iax credit and possessrons tax credll ....................
Alternative minimum tax. Subtract line 13 from line 12. If zero or less, enter -0-, Enter here and on
Form 1120, Schedule J, line 4, or the appropriate line of the corporation's Income tax return.....................

4,299,498

0

4,299,498

859,900

859,900

1,490,408

14

0

Form 4626 (2005)

SA 0044



Case: 18-3718 Document: 15 Filed: 04/15/2019

rom 4620 Alternative Minimum Tax - Corporations

Pages: 227

SCHEDULE &

2006

Name

VHC,

Inc. and Subsidiaries

1

633 —x==5@a "ocooca ™

- ow
o W

@~ oo,

10
11
12
13

14

Taxable income or (loss) before net operating 108s BAUCHON. .........eiiiiiniiviieisire s i cbsrreesaes veenees
Adjustments and preferences:

Depreciation of post-1986 property...

Amortization of certified pollution contfol iacilllxes

Amortization of mining exploration and development costs..
Amortization of circulation expenditures (personal holding companies anly)
Adjusted gain or loss
Long-term contracts............ccovviininneens
Merchant marine capllal construction funds
Section 833(b) deduction (Blue Cross, Blue Shield, and slmiiar'organﬁzatiuns)‘.,<,.‘,,..,...
Tax shelter farm activities (personal service corporations only)...................

Passive activities (closely held and personal service corporations only)
LOSS IIMIEATIONS. .. ... 1vvivsiiieiie e creaie caeaeraes e e s n s e e s aneeee s et aesa e s et sab e nane eeseees
Depletion.......cooiiiiiiii e s
Tax-exempt interest from specified private ac!wriy bonds
Intangible drilling costs.................
Other adjustments and preferences... . V.
Preadjustment alternative minimum taxable income (AMT\) Comblne lines 1 through 20 s
Adjusted current earnings (ACE) adjustment:

ACE from ling 10 of he ACE WOKSREEL. ... ... oee oo reeessiaeeeeeeees s reeenes 4a 4,383,286 |

4,302,511

2a

(54,072)

2b

2c

2d

(32,383)

167,237

Subtract line 3 from line 4a. If line 3 exceeds line 4a, enter lhe dlﬂerence as a

negative amount (S INSEIUCHIONS)... ....couvivivreriiiiieeeeet it e nne e enien e 4b (7)

Multiply line 4b by 76%. Enter the result as a positive amount..........cceeviervinneee 4c 5

Enter the excess, if any, of the corporation's total increases in AMT! from prior
year ACE adjustments over its total reductions in AMTI from prior year ACE
adjustments. Note: You must enter an amount on ling 4d................coeeevevnnnn | 4d 160,408

ACE adjustment:
* Ifline 4b is -0- or more, enter the amount from line 4c }
* Ifline 4b is less than -0-, enter the smaller of lines 4c or 4d as a negative amount
Combine lines 3 and 4e, If zero or less, stop here; the corporation does not owe any AMT...........ooivennn.
Alternative tax net cperating 10ss deduction (see INSIPUCHONS) ... .o v vviiviiiies e e ee e e e
Alternative minimum taxable income. Subtract line 6 from line 5.
Exemption phase-out computation (if line 7 is $310,000 or more, skip lines 8a and 8b and enter -0- on
line 8c):
Subtract $150,000 from line 7 (if you are completing this line for a member of
a controlled group of corporations, see instructions). If zero or less, enter -0- 8a

4,383,293

4,383,288

Multiply line 8a by 26%................. OO URPPPRRPPPPPPIN 8b

Exemption., Subtract line 8b from $40,000 (if you are completing this line for a member of a controlled
group, see instructions). If Zero 0r 1ess, enter -0-.........ooiiiiiiii s i e
Subtract line 8¢ from line 7. T 2er0 0rless, Bnter -0-. ... e i rs e e ane e rees
Multiply fine 9 by 20%...
Alternative minimum tax farelgn tax credn (See mstruchons )

Tentative minimum tax. Subtract line 11 from line 10... .
Regular tax liability before applying all credits except the forelgn tax credlt and the American Samoa
economic development credit...
Alternative minimum tax, Subtract line 13 from line 12. Ff zero or less, enter -0-. Enter here and on
Form 1120, Schedule J, line 3, or the appropriate line of the corporation's income tax return..............cc...0

8c

4,383,288

0

4,383,288

876,658

876,658

13

1,462,854

14

0

Form 4626 (2008)

SA 0045



Case: 18-3718 Document: 15 Filed: 04/15/2019

ron 4626 Alternative Minimum Tax - Corporations

Pages: 227

SCHEDULE 9

2007

Name

VHC,

Inc. and Subsidiaries

1

w )
033 =x==-To "0 0T D

E-Y
o0

[T I - O

10
1
12
13

14

Taxable income or (loss) before net operating loss deduction...............coniiiess e e
Adjustments and preferences:

Depreciation of post-1986 property...

Amortization.of certified pollution oon#ro| facnlitles

Ameortization of mining exploration and develapment costs.........
Amortization of circulation expenditures (personal holding companies only)

Adjusted gain ar loss
Long-term contracts............
Merchant marine capital construction funds .
Section 833(b) deduction (Blue Cross, Blue Sh:eld and S|mllar organlzatlons) .......................................
Tax shelter farm aclivities (personal service corporations oNly)..........vcviveeivimreiieor e vevsmensinsas e e
Passive activities (closely held and personal service corporations only)........... e e e
Loss fimitations.
Depletion...

Tax- exempt snierest l'rom spec:ﬂed pnvale activity bonds...
Intangible drilling costs.. [T
Other adjustments and preferences

Preadjustment alternative minimum taxable income (AMTI). Combine lines 1 through 20............ccoeveiis
Adjusted current earnings (ACE) adjustment: )

ACE from line 10 of the ACE worksheet... s 4a 6,336,045

6,348,439

2a

(67,932)

2b

2c

2d

949

44,589

Subtract line 3 from line 4a. If line 3 exceeds Ime 4a enter lhe dlfference as a
negative amount (see instructions)...................... rerite e | 4B 0

Multiply line 4b by 75%. Enter the result asa posmve amount... 4c 0

Enter the excess, if any, of the corporafion's total increases in AMTI from prior
year ACE adjustments over its total reductions in AMTI from prior year ACE
adjustments. Note: You must enter an amounton fine 4d.............c.cco...... | 4d 160,403

ACE adjustment:
* Ifline 4b is -0- or more, enter the amount from line 4¢ } .......................
* Ifline 4bis less than -0-, enter the smaller of lines 4c or 4d as a negative amount
Combine lines 3 and 4e. If zero or less, stop here; the corporation does not owe any AMT..............occovvn
Alternative tax net operating loss deduction (see INSITUCHONS)...........i i irase a1
Alternative minimum taxable income. Subtract line 6 from line 5... .
Exemption phase-out (if line 7 is $310,000 or more, skip lines 8a and 8b and enter -0- on ime Bc]

Subtract $150,000 from line 7 (if you are completing this line for a member of
a controlled group of corporations, see instructions). If zero or less, enter -0-...... | 8a

6,336,045

6,336,045

0

Multiply line 8a by 25%........ 8b

Exemption. Subtract line 8b from $40,000 (if you are completing this line for a member of a controlled

group, see INStrUCHONS). 1f ZEro OF 18SS, BIMET Or...... \ioeieetsresseesssssssesessasesessesnn sesossensesasseresressensens

Subiract line 8¢ from line 7. Ifzero or 1888, BNLEr -0-.......oo it s s e srr e
Multiply line 9 by 20%..
Alternative minimum tax fore;lgn tax credit. (See instructions.)
Tentative minimum tax. Subtract line 11 from line 10...

Regular tax liability before applying all credits axcept the furelgn tax crednt and the Amencan Samoa
economic development credit... . aF1 SEERAR I4RERR 195 RRARE RN R ammanE £en N BN ANER RR A S4B AR P 1R
Alternative minimum tax. Subtract line 13 frnm Ilne 12 lf zero or less, enter -0-, Enter here and on
Form 1120, Schedule J, line 3, or the appropriate line of the corporation's income tax return.....................

6,336,045

0

6,336,045

1,267,209

1,267,209

13

2,158,469

14

-

0

Form 4626 (2007)

SA 0046



Case: 18-3718 Document: 15 Filed: 04/15/2019

ron 4626 Alternative Minimum Tax - Corporations

Pages: 227

SCHEDULE 10

2008

Name

VHC, Inc. and Subsidiaries

1

033 =-x- =@ "o oacw

ca ¢

@~ o

1"
12
13
14

Alternative Minimum Tax Computation

Taxable income or {loss) before net operating loss deduction..............ooooo i e
Adjustments and preferences:

Depreciation of post-1986 property... v
Amortization of certified poliution control 1acnmes
Amortization of mining exploration and development costs.. . e
Amortization of circulation expenditures (personal holding companies uniy)
Adjusted gain or loss...
Long-term contracts.. . .
Merchant marine capltal construcuon funds .
Section 833(b) deduction {Blue Cross, Blue Shleld and similar arganlzatmns).
Tax shelter farm activities (personal service COrPOrations OnlY)..........coveveririieeiisisreiseerees s iisseesreeessrsans
Passive activities (closely held and personal service COrporations ONIY).......eeveeiveeireoiieeeiieenees e s cermnnees
Loss limitations...

Depletion...
Tax- exempt interest from spemﬁed prwate actlwly bonds
Intangible drilling costs..
Other adjustments and preierences
Preadjustment alternative minimum T.axable income (AMT\) Comblne lines 1 through 20........ccecvveiininnnn
Adjusted current earnings (ACE) adjustment:

ACE from line 10 of the ACE worksheet... .| 4a 17,252,454

17,264,343

(17,348)

(215)

5672

Subtract line 3 from line 4a. If line 3 exceeds ||ne 4a enter lha dlfference as a
negative amount (see instructions)... v eeeneeenees | 4B 0

Muiltiply line 4b by 75%. Enter the result asa pas[twe amount .| 4¢ 0

Enter the excess, if any, of the corporation's total increases in AMTI from prior
year ACE adjustments over its total reductions in AMTI from prior year ACE
adjustments. Note: You must enter an amount on line 4d....

4d 160,403

ACE adjustment: .
* If line 4b is -0- or more, enter the amount from line 4c } .........................
* Ifline 4bis less than -0-, enter the smaller of lines 4c¢ or 4d as a negalive amount
Combine lines 3 and 4e. If zero or less, stop here; the corporation does not owe any AMT.....ocev e viennienni
Alternative tax net operating loss deduction (see instructions)...
Alternative minimum taxable income. Subtract line 6 from Ime 5
Exemption phase-out (if line 7 is $310,000 or more, skip lines 8a and Sb and enter -D- on Ime ac)
Subfract $150,000 from line 7 (if you are compleling this line for a member of
a controlled group of corporations, see instructions). If zero or less, enter -0-...... Ba

17,252,454

17,252,454

0

Multiply line 8a by 25%... .| 8b

Exemption. Subtract line 8b from 540 uoo (nf you are completmg this ilne for a member of a controlled
group, see instructions). If zero or less, enter -0-..

Subtract line 8¢ from line 7. If zero or less, enter -0-

If the corporation had qualified timber gain, complete Part Il and enter tha amount frum Ime 24 here
Otherwise, multiply line 9 by 20%...

Alternative minimum tax foreign tax credit. (See instructions. }
Tentative minimum tax. Subtract line 11 from line 10...........ccc..ieeens

Regular 1ax liability before applying all credits except the foreign tax credit................coooiens
Alternative minimum tax. Subtract line 13 from line 12. If zero or less, enter -0-. Enter here and on
Form 1120, Schedule J, line 3, or the appropriate line of the corporation's income tax return..............covein

17,252,454

0

17,252,454

10

3,450,491

11

12

3,450,491

13

6,010,450

14

0

Form 4626 (2008)

SA 0047



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227
SCHEDULE 11
rom 4020 Alternative Minimum Tax - Corporations 2009
Name

VHC, Inc. and Subsidiaries

Alternative Minimum Tax Computation

1 Taxable income or {loss) before net operating loss deduction..............

7,734,312

2 Adjustments and preferences:
@ Depreciation of POSt-1986 PrOPEMY.........ccvieiiiii i it osiiesreessersne s e e ceans e essaescre et sbee s ceecesetenens | B8 68,650
b Amortization of certified pollution control facilities. .. 2b
¢ Amortization of mining exploration and developmant Costs., e TN 2c
d Amortization of circulation expenditures (personal holding companies cnly) 2d
e Adjusted gain or loss.. (8,828)
f Long-term contracts...
g Merchant marine capital construcﬂon l‘unds 29
h Section 833(b) deduction (Blue Cross, Blue Sh|eld and similar crgamzat:ons) 2h
i Tax shelter farm activities (personal service corporations only)..........c..cvveeeeeeeeieeieeeeiin e ceneiess s eeeen | 20
J Passive activities (closely held and personal service corporations only).........oocvvvvvvivieieniieecenersinnrenne. | 2§
k Loss limitations...
I Depletion... AT
m Tax—exempt interest from sgecnf ed pr|va1e aclit.ﬂly bonds
N Intangible drilling costs...
o Other adjustments and preferences (5,983)
3 Preadjustment alternative minimum taxab\e income (AMTI) Combme llnes 1 thrnugh 20 3 7,788,151
4  Adjusted current earnings (ACE) adjustment: .
a ACE from line 10 of the ACE worksheet... .| 4a 7,788,151
b Subtract line 3 from line 4a. If line 3 excaeds lme 4a enter lhs dlfferance as a
negative amount (see instructions)... 4b 0
¢ Multiply line 4b by 75%. Enter the result asa posihve amount 4c 0
d Enter the excess, if any, of the corporation’s tolal increases in AMTI from prior [}
year ACE adjustments over its total reductions in AMTI from prior year ACE
adjustments. Note: You must enfer an amountonline 4d.............ccccceeevvevnns | 4d 160,403
e ACE adjustment:
* If line 4b is -0- or more, enter the amount from line 4¢ } de 0
* Ifline 4b is less than -0-, enter the smaller of lines 4¢ or 4d as a negative amount
5 Combine lines 3 and 4e. If zero or less, stop here; the corporation does not owe any AMT.............c.cccee.. | B 7,788,151
6  Alternative tax net operating loss deduclion (see instructions)...
7  Alternative minimum taxable income. Subtract line 6 from Ime 5 .. 7,768,151
8 Exemption phase-out (if line 7 is $310,000 or more, skip lines 8a and 8b and enter -D on line Bc)
a Subtract $150,000 from line 7 (lf you are completing this line for a member of
a controlled group of corporations, see instructions). If zero or less, enter -0-...... 8a
b MUltiply ne 82 DY 25%.......ceveeeeerirrrrennierisiiereinesnsaesseseis oo sasnnens TS 8b
¢ Exemption. Sublract line 8b from $40,000 (if you are completing this line for a member of a controlled
group, see instructions). If zero or less, enter -0-... 0
9  Subtract line 8c from line 7. If zero or less, enter OA . 7,788,151
10 If the corporalion had qualified timber gain, complete Par! II and enter the amount from line 24 here
Otherwise, multiply line 8 by 20%.. . 10 1,657,630
11 Alternative minimum tax fore:gniax cred:( (See!nstrucﬂons) 11
12 Tentafive minimum tax. Subtract ine 11 from N 10......cvievr e eeeeee e ieeere e cee oot e eesbe s sbeaeras 12 1,557,630
13 Regular tax liability before applying all credits except the foreign tax credit 113 2,629,666
14 Alternative minimum tax. Subtract line 13 from line 12. If zero or less, enter -0-. Enter here and on
Form 1120, Schedule J, line 3, or the appropriate line of the corporation’s income tax return..................... | 14 0
Form 4626 (2008)

SA 0048
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SCHEDULE 12

2010

Name

VHC, Inc. and Subsidiaries

1

cn P¥o 33 ~x—=~zs@a-*ncoocwe

o« ~ O,

10
11
12
13
14

Alternative Minimum Tax Computation

Taxable income or (loss) before net operating 108s deduclion...........iioe v vicvnirrin it e
Adjustments and preferences:
Depreciation of post-1986 property
Amortization of certified pollution control facilities
Amortization of mining exploration and development COSIS.........coviiiiiiiiiceiies i e s s reane e
Amortization of circulation expenditures (personal holding cOmpaNies OnlY).............vvviweiiiiminniee i
Adjusted Gain O 10SS... ettt e e e e

Long-term contracts...................

Merchant marine capital CONSrUCUON FUNAS.......v i i e e e s

Section 833(h) deduction (Blue Cross, Blue Shield, and similar organizations)..

Tax shelter farm activities (personal service’ corporations 0nlY)........vecvr e ieeiesiere v esveeeeesn e aeeen e

Passive activities' (closely held and personal service corporations only)..............
Loss limitations
Depietion... .
Tax-exempt interest from spemred pnvate actlvlly bonds
Intangible drilling costs...
Other adjusiments and preferences
Preadjustment alternative minimum taxab!e income (AMTI). Combine lines 1 ihrough 20
Adjusted current earnings (ACE) adjustment:

ACE from line 10 of the ACE worksheet... ..........c.covveiiiiiiiiciicsnss e
Subtract line 3 from line 4a.
negative amount (See iNSUCHONS). ...o.vviuiiiiien e e s e

10,152,737

1 1 | 10,107,072

2a

36,545

2b

2¢

2d

2e

Multiply line 4b by 75%. Enter the result as a positive amount...

Enter the excess, if any, of the corporation's total increases in AMTI irorn pricr
year ACE adjustments over its total reductions in AMTI from prior year ACE

adjustments. Note: You must enteran amount on line 4d...........cccceeiiiinnnens 160,403

ACE adjustment:
* Ifline 4b is -0- or more, enter the amount from line 4¢ }
* Iffine 4b is less than -0-, enler the smaller of lines 4c or 4d as a negative amount

10,143,617

Combine lines 3 and 4e. If zero or less, stop here; the corporation does not owe any AMT...........oeevivviuen 5 10,150,457
Alternative tax net operating loss deduction (S8€ INSUSHONS)........ceeueitvieereuieeieeeeee e ierassee e naaesnenees 6
Alternative minimum taxable income. Subtractiing 6 from Ne 5..........ooeeiieririiiiiinineeisi s e 7 10,150,457

Exemption phase-out (if line 7 is $310,000 or more, skip lines 8a and 8b and enter -0- on line 8¢):
Subtract $150,000 from line 7 (if you are completing this line for a member of
a controlled group of corporations, see instructions). If zero or less, enter -0-...... | 8a

Muitiply line 8a by 25%.. 8h

Exemption. Subtract Ime 8b from 340 000 (lf you are compleiing this Itne for a member of a controlled

group, see instruclions). If zero or [ess, @nter -0-..... i s e

Subtract line 8c from line 7. If zero or less, enter -0-
Multiply line 9 by 20%..

Allernative minimum tax foremn tax credit. (See INSIUCHONS. ). ceveeit e e rrr e e e e e e
Tentative minimum tax. Subtract line 11 from line 10.................
Regular tax liability before applying all credits except the foreign tax cred:l.‘..“ B PSP
Alternative minimum tax, Subtract line 13 from ling 12. If zero or less, enter -0- Enter here and on
Form 1120, Schedule J, line 3, or the appropriate line of the corporation's income tax return.............ceeein.

i I

8¢ 0
9 10,150,457
10 2,030,091
11

12 '2,030,081
13 3,437,475

0

Form 4626 (2010)

SA 0049
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SCHEDULE 13
rorm 8827 Credit For Prior Year Minimum Tax - Corporations 2010
Name )
VHC, Inc. and Subsidiaries _
|
1 Alternative minimum tax (AMT) for 2009. Enter the amount from line 14 of the 2009 Form 4626...... 1 0
2 Minimum tax credit carryforward from 2009. Enter the amount from line 9 of the 2009 Form 8827... | 2 0
3 Enter any 2009 unallowed qualified electric vehicle credit................coccov e | 3 0
4 Addlines 1, 2, and 3... 4 0
5 Enter the corporation's 2010 regular income tax ||ab|!lly minus ailowable tax credlts v | B 3,437,475
6 Is the corporation a "small corporation” exempt from the AMT for 20107 i
* Yes. Enter 25% of the excess of line 5 over $25,000. If line 5 is $25,000 or less, enter -0-.
* No. Complete Form 4626 for 2010 and enter the tentative minimum tax from line 12. 8 2,030,081
7a Subtract line 6 from line 5. 1f zero or 188s, 8 -On ... .o e e e oot et e e eeains 7a 1,407,384
b For a corporation electing to accelerate the minimum tax credit, enter the bonus depreciation |;
amount attributable to the minimum tax Credit............cccccceeeiv i s eai e s esissie e | TD
¢ Add lines 7a and 7b... e 7c 1,407,384

8a Enter the smaller of 1|ne 4 or Ilne 7c If the carporatmn had a post-1986 ownersh1p change or [X%

has pre-acquisition excess credits, see INSrUCHONS.........occoi v e 8a 0

b Current year minimum tax credit. Enter the smaller of line 4 or line 7a here and on Form [3#

1120, Schedule J, line 5d (or the applicable line of your return), If you made an entry on line |
7b, go to line 8c. Otherwise, skip line 8c... .

¢ Subtract line 8b from line 8a. This is the refundable amoum for a corporatmn electmg to
accelerate the minimum tax credit. [nclude this amount on line 32g of Form 1120 (or the
applicable line of your return)...

9 Minimum tax credit carryforward to 2011 Subtract Ime Ba from Ime 4

0

Form B827 (2010

SA 0050



Case: 18-3718

Document: 15

Filed: 04/15/2019

Pages: 227

Department of the Treasury - Internal Revenue Service
Form 2285 Concurrent Determinations of Deficiencies (Increases in Tax) and Overassessments (D
(Rev. June 2012) in Cases Involving Restricted Interest Provisions of the Internal Revenue C
Taxpayer's Name Taxpayer Identification Number
VHC, Inc. and Subsidiaries | |
Prepared by Pregarer's Phone Numbet
C Vango- (312) 582-6888
Section | Carryback Losses or Credits From
General Other Taxable Year Taxable Year Taxable Year Taxable Year Taxa
Computation of increase Adjustments Ended Ended Ended Ended E
(decrease) in tax 12/31/04 12/31/06
(a) (b) () (d) (e} U]
e ahcome fot income 1,551,640 7,441,290
2. Net adjustments 5,889,650 0
3. Comect taxable income 7,441,290 7,441,290
4 mi;ﬁmﬁ BeIOTe ke 2,530,039 2,530,039
5. Current tax credits 1] 0
6. Less fax credit canryback s 0
7. Total corrected tax liability 2,530,039 2,530,039
8. Previous tax liability 527,558 2,530,039
9. Increase (decrease) in tax 2,002,481 0
10. Tentative allowance L T 504,781
11. Net increase (decrease) in tax 2,002,481 504,781

exduding refundabie credits

Section Il - Other Notations or Comments

870 Dat

23C Dat

Lcu-2

Sectior




Case: 18-3718

Document: 15

Filed: 04/15/2019

Pages: 227

Form 2285

(Rev. June 2012)

Department of the Treasury - Intemal Revenue Senvice
Concurrent Determinations of Deficiencies (Increases in Tax) and Overassessments {Di
in Cases Involving Restricted Interest Provisions of the Internal Revenue C

Taxpayer's Name

Taxpayer Identification Number

VHC, Inc. and Subsidiaries ]
Prepared by ) Preparer's Phone Number
C Vanga (312) 582-6888
Section | Carryback Losses or Credits From -
General Other Taxable Year Taxable Year Taxable Year Taxable Year Taxa
Computation of increase Adjustments Ended Ended Ended Ended E
(decrease) in tax 12/31/05 12/31/06
{a) (b) (c) {d) (e) jul
1. Taxable income for income
1o purposes 4,383,552 4,383,552
2. Net adjustments 0 0
3. Correct taxable income 4,383,552 4,383,552
4. Corrected income tax before
current and camyback tax credits 1,490,408 1,490,408
5. Cument tax credits 0 0
6. Less tax credit carmyback 0
7. Total comrected tax liability 1,490,408 1,490,408
8. Previous tax liability 1,490,408 1,490,408
9. Increase (decrease) in tax 0 0
10. Tentative allowance e e 1,360,723
11. Netincrease (decrease) in tax
excluding refundable credits b 1,350,723
. . 70.D:
Section Il - Other Notations or Comments 870.0at
23C Dat
Lcy-2
Section
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UNITED STATES Mggég@g%ﬂ

19 2015

VHC, INC. AND SUBSIDIARIES, | FEB

Petitionerd

~

V.
Docket No.

COMMISSIONER OF INTERNAL
REVENUE,

4756 -15

Respondent.

CERTIFICATE OF SERVICE

I, Robert E. Dallman, of Milwaukee, Wisconsin, being first
duly sworn on oath, depose and state that on the 18th day of

February, 2015, I sent by U.S. Mail a true and accurate copy of

the U.S. Tax Court Petition, Request for Place cf Trial,

Statement of Taxpayer Identification Number, and Ownership

Disclosure Statement to the following:

Scott W. Hultsch

Appeals Team Manager
Internal Revenue Service
200 West Adams, Suite 600
Chicago, IL 60606 '

WHYTE HIRSCHBOECK DUDEK S.C.
555 East Wells Street

Respectfully submitted,

Suite 1900 '
Milwaukee, Wisconsin 53202-3819
414-273-2100

414-223-5000 (fax)
RDallman@Whdlaw.com

WHD/11226069.1

BY
Robert E. Dallman
Tax Court Bar No. DR0504
Attorney for Petitioners

SA 0053
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~ Case: 18-3718 - - Document: 15 Filed: 04/15/2019 = Pages: 227

Internal Revenue Service Department of the Treasury
200 West Adams; Suite 600 -
. Chicago, Winois 60606 Person toContact S L
-~~~ - ‘TemenceBrennan
CERUFEOMAN, Employee Identification Number: )
T C 0243588 - - - -
T .7 - - - - - Telephone Number: . : a
Date:  * - {312) 582-6941
UMY 21 2014 FaxNu)mbcr: -

(312)6826926 - -

77777777777777”""'""'"ReferReply(o:
e APFWILCHLTEB;C}/?iiii??ii?

_Form Number:

1120 :
: Taxpayer!denm‘caﬂonNumber- e L

Tax Type:

Income Tax Liability S
~ Last Day to File a Petitionwith the United Swtes Tax cOUrt o

- mBigwWs

~ Tax Year Ended Yax Deficlency
_ December 31, 2004 $2 507,262.00

~ VHC,Inc.and Subsidlaties - -~ - -~
3080 Holmngren Way - - S December 31, 2005 $1,360,723.00
‘December 31,2006 - §t46286400- - - -

- -+ _Green Bay, Wisconsin 54304 5736
S =~ December3i, 2007  $929,853.00
- December 31,2008 §5,393,079.00
December 31, 2009 $2,607,540.00
December 31,2010 ~ $343747500 - - -

70312 L&40 0001 isld geod -

~ Dear ‘Taxpayer:
o ) ) NOTICE OF DEFIClENCY

: ‘We've determined that you and your affiliated companies have a deficlency In your tax accounts. This means you oWe

additional tax, other amounts such as penaltles or additions to tax, or both, as shown above. This letteris your NOTICE -
- - OF DEFICIENCY that the law requires. The enc\osed statement shows how we figured your deficteney.. —

If you disagree with ihis notice of deﬂciency. you may petition the Unlted States Tax Court for & redetermination of your

_ deficlency, You have 90 days from the date of ihis letter (150 daysif this letler Is addressed to you outslde of the United

States) to file your petition. Send your completed petition form, a copy of this letter; and copies of all statements andlor — ~ - -

“schedules you recelved with this letter, to the United States Tax Court. You may get a petition form and a copy of the - -

rules for filing a petition by writing to the following address:
,Umtqu{atesTaxCoud "’””””’**777———7777,,,
400 Second Streel, NW- - )
o “Washington, DC 20217 - S
. The Tax Court has a samphf fed procedure for small tax cases wher the amount In dlspute for each 1ax year is $50 o00or
less. If you intend to file a petition for multiple fax years and the totat amount in dispute for any one or more of the tax. ~ ~
years exceeds $50,000, this simplified procedure is not avaifable to you. If you use this simplified procedure, you cannet -

~ — — — ~appealthe Tax Courl’s decision. You can get Information pertaining to the simplified procedure for small-cases from the.
Tax Court by wrlting 1o the court ai the above address or from the court's internet site at www.ustaxcourt.qov.

B {continued on following page)

" EXHIBIT 16-J
Docket Nos. 4756-15 -

”””””””””""""'""00001
7 21583-15
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' o " if you intend to file a petition with the Tax Cou,rit.iy(;uisiht;uididb so promptly.” The cotrt canriot consider your case if you
-~~~ file the petition late.  The faw considers your petition as filed on time if the postmarked date falls within the 90 or 150 day
- period aliowed, and the envelope contalning the petition is properly addressed with the correct postage.

T - - - _The time allowed to file a petition with the Tax Court canriot be extended or suspended because the time ls set by law,
_ Requesting more information, of receiving other correspondenee from-the Internal Revenue Service (lRS) will nol change

- the ﬂme allowed by law to filte your petition. - - - - - -~ -
. if you agree with this notice of deficiency and do notintend to. petitlon \he Tax Court for a redetermination, please sign -
“the enclosed walver form and return it to us at the IRS address af the top of the first page of this letter, This will permit us
to assess the deficiency quickly, and may limit the accumulation of interest you may ‘owe. \We've enclosed an envelope

”’”"***”f—foryourccn\cemence L
-{f you decide not to send the IRS your slgned walver, and also not to file a petition with the Tax Gourt w!thlnme tlme llmit o

the law requires us to assess the deficiency and bill you after 90 days (150 days If this letter is addressed to you outside )
- ofthe United States) from the data of this letter. This bill-may include Interest. If you are d C corporation, under Intemnal - -
 Revenue Code Section 8621(c), large corporate underpayments may | be sub)ect to 2 hlgher rate of interest than the -

‘ normal rate of interest for underpayments. ————— -
| “if you have questions about this letter, you may call or write to the contact person whose name appears on the first page
- of this letter. -1f you write fo us, please Include: (1) a copy of this letter to hielp us to-identify-your account; and (2) your
-telephone number, including the area code, and the best time for us to call you. if yousend a <copy of this letter to us, we T
- - .. recommend you keep the original for your records. If you-call us and our telephone number is outsnde your loca{ camng -
. area, please remember there willbe a long-distance charge from your telephone company S

___ The contact person listed on the front of this letter can access your tak information and help you gel answers, ihadditon ——— -~ ——
" to help from this contact person, you may ask for heip from the Taxpayer Advocate by calling 1-877-777-4778, or
- contacting the Taxpayer Advocate for the IRS office that issued this notice of deficiency by-calling (312) 566-3800 or

T - ~ writing to: 230 South Dearborn S, Stop 1005-CHI, Chicago, IL 60604, Taxpayer Advocate assistance is not a substitute Tt
L. for established IRS procedures. The Taxpayer Advocate can help you to understand your tax situation, provide account - - -
S ‘information and make sure-that your problem Is handied promptly and properly. However, the Taxpayer Advocate cannot -

o reverse legally correct tax determinations, or extend the time the faw allows you to fiie a petition with {he United States
- TexCout. _ o
“Thank youfor,your cooperation.

_Sincerely,

S ' - - John A. Koskinen
Commissioner
By

Scott W. Hultsch
- Appeals Team Manager

Enclosures: -
_ Envelope

Copy of this Letter™
- Explanation of Tax Changes - =~

- Statement - Income Tax Changes
__Form 4089, Notice of Deficiency Waiver -

Statutory Nofice Statement (Schedute-d) - -~ - -

SA 0056
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Symbols:f
APFW:IL:CHETPB:CV

Department of the Treasuty - Internal Revenue Service

TR
. (Rev.d 1983
(Rov.Jenry198%) Notice ofDeflciency Waiver
Name. SSN or EIN, andAddressofTaxpayer(s) o e NigEIN —
" VHC,; Inc, and Subsidlarles ' e S
3080 Holmgren Way
Green Bay, Wisconsin 6§4304-6736

-~ Kindof Tax:

{Xi Copies fo Authorized Representatives: R
T - Willilam Meulbroek “RobertDatiman .
7 income Schenck, S.C. “and " -~ Whyte Hirschboeck Dudek, 8.C.  ~
oo ST | Post Office Box 23819 666 East Wells Street, Sulte 1900 -
e ~ Green Bay, Wisconsin 54305 o Milwaukee, Wisconsin §3202
- Deficiency
-~ TaxYearEnded - - . IngreaseinTax
~ TaxDeficlency - - .
December 31, 2004 T $2,507,262.00 -
©T - -December 31,2005 $1,360,723.00
. ~ December 31,2006 oo . $1,462,854.00
December 31,2007  $929853.00 - - .
~‘December 31,2008 .. = —$5_,393,’07g'00_”77”7” R
- December 31, 2008 - $2,607,540.00
December 31,2010 $343747500

under section 1502 ohhe {nternal Revenue Cods,

The deficiencies shown above will be assessed severally agalns! each corporation named In accordance wilh regula(lons prescrlbed under secuon
- -1502 of the internal Revenue Code. o

_ Interest, as providad by faw, will be ‘charged on-the unpald tability until it Is pald iIn {uﬂ

- - The tax llability of VHC, Inc. and each subsidiary compahy named in lho auached Schedule Als stated as  providad for by regulations | pxescrlbad o

Interest for the tax years ended December 31, 2004 and December 31, 2005 will be computed under section 6601(d) of the lniernal Ravenue ) Code.

See the attached explanation for the above deficioncles -

~ lconsent to the immediate assessment and collection of the deflciencles {increase in tax and penames) shown above, plus any lnterest provided bylaw, -

... Your '
Slgnaturo*f————m,,D..,-,.,-,-,.f.f.f.i.i.i............. ........................... teesueeeree e
SpouaesSlgnature. .

If A Joint Raturn’ > ..... T e R R ) e . .

" WasFiled - - — } i (Droslgnod)""""'
Taxpayer's ' 7”””7””””’”””””——f—m,,,,,,,

- Representative > ...... T S B LR R e
SlgnHere "o . y (Dleslgnsd)
Corporato"""""""rw,,_,_

" Name: - - ..
Corporate
Officors
Too------SignHere -
- (Signature) - Zfiﬂe}"”'*”————mw(DaJeslﬂned)
CNote: WhoMus(Slan"'

it you consent to the assessment of the amounis shown in this walver,- -
please sign and return it in order to fimit the accumulation of interest and
- expedite our bill to you.  Your consent will not pravent you from filing a
- claim for refund (afler you have pald the tax) if you later balleve you are
entiled fo a refund. It will not prevent usfrom fater determining, i

Sign your name exaclly as it appearsonthe return, if you are acting under
powerof atlorney for your spouse, you may slgn as agent for himor her. - -

For an agent or atlomnay acling under a powaer of attorney, a power of
altorney must be sent with this form if not previously filed,

"M this walverds for any year(s) farwhlch you med a Jolnl return, both ~— -~
_youand your spouse must sign the original and duplicate of this form. o

necessary, that you owe additional tax; nor will It extend the time
__provided by law for either action.

If you later file-a claim and the Internal RavenueServlce disallows tyou
- - mayfile suit for refund in a district court orin the United States Claims

Cout, but you may not file a petition with the United States Tax Court.

- Fora person acting Ina fiduclary capacity (executor, administrator, - - -

trustee), file Form 56, Nolice Concerning Fiduclary Relationship, with

“this form If not previously filed., .
For a corporation, enter the name of the corporalion followed bythe

slgnalure and tltle of the officer(s) authorlzed to sign._

if you agres, please sign one copy and return It, keop tho othercopy for your records.

- Farm ¢ 4089 {Rev 1-83)
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] 7Crars’e: 18-3718

- T APFWIIL:

Document: 15 -Filed: 04

VHC, Inc. and Subsidiaties
3090 Holmgren Way .

EIN

CHIITPB:CV —— -~ R
STATUTORY NOTICE STATEMENT . o

~ Green Bay, Wisconsin 64304-5736-

‘Returns Examined

"~ TaxYears Ended
12131104, 12131105, 12/30/08, 12/31/07

- 12131108, 12/31/09, and 12/31/10

——————————ﬂ}VHClncr”
~ 3090 Holmgren Way

- - Green Bay, Wlsconsm 54304
I

- ParentCompany

- ~4) Best Bult, Inc.
“3100 Holmgren Way - S
- Green Bay, Wisconsin 54304 S
~ 5) Spirit Construction Services, Inc.  — — -~ - —, 1231004, 12131105, 12/30/08, 12/31/07,
N 118 Coleman Bouievard o 123v/08, 12/31/09 and 12131/T0’ -
LT ‘Savannah, Georgia 31408 . 7 ' e
é)’s’p{m'ﬁabs'lnic’ o e 12/31/04, 1203105, 1&/&0)0?5.’12’/51/07. B
L 3261 SpiritWay - - - - - - - - 12/31/08, 12/31/09, and 12/31/10
| - Greenﬁay,Wiscensméaiso:L ST e
- 00004

T - Subsidiary Companies
2} VDH Electric, Inc.

,,,,,,,,;,,,,,,,,308aHolmgrenWay,,
_ Green Bay, Wtsconsm 54304

VOS Electrig, Inc. - -~ - - -

12/31/04, 12131705, 12/30/06, 12/31/07

12/31108, 12/31/08, and 12/33110

12/31/04, :12'/3'1105; 12/30/06, 12/31/07,
12/31/08, 12/31/08, and 1231110 - _

12/31/04, 12/31/08, 12/30/08, 12/31/07
12/31108, 12131/09, and 12/31/10- -

- 3134 Market Street
Greeh Bay, Wisconsin 54304

04/15/2019. - Pages:227
ScheduleA -~ - - - - - - _



Case: 18-3718  Document: 15

Form5278 |

Filed: 04/15/2019

7Pages: 227

SA 0059

9,789,286 T

o

Department of the Treasury - Internal Revenue Service Schedule
__ (Rev.June 2004) Statement Income Tax Changes R
] 1 . Name(s) of taxpayer(s) - - {2 [0 Notice of Deficlency L] Other (specify) -
VHC Inc andSubsIdlanes - _ jsegllementCompula((on T e
S 4, Form Number 6. Docket Namber | 6, Offce Symbols -
* 3, Taxpayer-ldentification Number 1120 AP FW:L:CHETPB:CV
—— Taxyearsended = =
- —— = 7. Adjustmentto Income S 12131004 - - | - 1213106 . | 12131106
-~ - - -~ a Bad Debts - Related Party . o - 5,889,660 smnaane 10,039,674
_ b, Bad Debts - Unrelated Party e e s JRan——
~ c. Interest Expense N J— [
d. Charitable Contributions el (250,289)
e, Net Operating Loss Carryback from 2008 0 G
o
i
- - - - - _8, Total adjustments 5,889,650 0
9. Taxable income as shown in: .
_ [J preliminary letterdated -~ - -~ |
[[] Notice of deficiencydated - - - -~ e i T
Return as filed 4,661,640 - 4,383,852 |  _  (5,488,774)
" 10. Taxable income as revised 7,441,290 - -4,383652 | - 4,302,511
T i metiod
Filing status o 2,630,039 1,490,408 | - - - 1,462,864
12, Alternafive fax, if applicable - - - - _ o T
13, Alternative minimum tax (Starting tex year2000) B 0 -0 S
14, Corrected tax liability (lesser of line 11 or 12 plus line 13) 2,630,039 1,480,408 __ 1,462,864
- 15, Less credits - | a.
b.
o [3 ]
16. Balance (lng 14less totalof lines15a-15¢) _ _ 2,630,039 | 1,490,408 [ - 1,462,854
"~ 17.Piusother - - -ta. -
-taxes . . . | b, N el i
c - ) o T
18, Total corrected tax liablity (line 76 plus lines 17a - 17¢) 12,630,039 1,490,408 1,462,864 ‘
19, Total tax shown on return or as previously adjusted 22,777 129886 - - - - ---_-0_
0. Ad;ustmenYS' increase (decrease)to: R
1 a. Earned income credlt
- b, Additional child tax credit ~~ -
vl sl ¢, Fuels credits /other - . ] b
21 Deﬁclenc Increase In tax (overassessment-decrease In(ax A apn 7
(line 20 ayd;usled by lines (203 20c) ) - 2607262} ,1’,3@,’7,23 1,462,854
- _ 22, Adjustments to prepayment credifs - Increase (decrease) -
23. Balange due or {overpa ment)excludlnglnterestandpenames 469 2t
(ine 51 adjusiod by ine 22 2,507,262 1,380,723 1,462,864
~ ~24. Penalties and/or Additions to Tax (Ilsted below) S R



"Case: 18-3718 - -Document: 15

Filed: 04/15/2019

Pages: 227

| T Form'5278-_ | Department of the Treasury - Intarnal Revenue Service Schedule I
3 (Rev.June2004) | Statement - Income Tax Changes 2
~ 7% Name(s) oftaxpayer(s). 2. X} Notice of Deficiency ~ - - - L] Other (specify).
‘VHC, inc. and Subsidiaries [ settiement Computation T
e 4, Form Number 6. Docket Number | 6, Office Symbols
- -~ 3. Taxpayer ldentification Number 1120} AP:FWL:CHITPBICY -
R Tax yearsended -
... .. _T.Adustmenttoincome ~ - - | 12/31/07 12/31/08 12/31/08
~ a BadDehts -RelatedParty- -~~~ 1,842,373 " 15,448,647 | - - - - - 7,662,648 _ )
b. Bad Debts - Unrelated Party 1,092,489 JE— I B |
o "¢ Interest Expense " 75,000 I
I ~ d. Charltable Contributions R ——
-e.. o -
T T T Tk f b
g. e T
- h.
I
. ) — -
S B. Total adjustments 2,734,862 16,448,647 7,837,648
S 9. Taxable income as shown in. - I
[X] Previous adjustment (2009) I
I ~ [[] Notice of deficlency dated R -
. Return as filed (2007 and 2008) 3,613,677 1,816,796 --96,664- - - .
. 10. Taxable income as revised 6,348,439 17,264,343 734312 - - .
- ff——7771711,',T,e')f,,T,agmgtbad SRR
Filing status _ 2,168,469 6,010,450 | " 2,629666 -
S -- .. _ 12 Alemativatax ifapplicable _ ] i
13. Alternative minimum tax (Starting tax year 2000) 0 B R
. 14.Corrected tax liability (lesser of line 11 or 12 plus line 13) 2,158,469 6,010,460 - 2,620,666
16 Lesscredlts a,
- c' B o R - e —
T _ 16. Balance (Ilne 14 less tolal of Iines 15a - 15c) 2,168,469 6,010,460 2,829,666
17. Plus other a. I
taxes b.
) C. ] ) ]
e - 18. Total corracted tax liabillty (line 16 plus fines 17a - 17c} - 2,168,469 | 6,010,460 2,620,666 - -
_ 19, Total tax shown on return or as prevlously adjusted 1,228,616 617,371 22426 - -
S e e ____ 720 Ad) ustmants Increase (decrease) to:- - i
) aEﬁmedincomsc(edlt o it DT o
b. Additional child tax credit T
- - c. Fuels credits / other . . -
21, Deficlency - Increase in tax (overassessment-decrease in tax  ae0TEAD - - - - -
- ___(ine 2'0'ayd/ustea‘by lines ;08 -20c) : 929,883 6,393,079 _ 2607,540 o o
B 22, Adjustments to prepayment credits - Increase (decrease)
~~~~ - 23 Balance dus or {overpayment) excluding lnteresi and penames - asa Iy
(line 21 ad/ust(ed b;?llne 22 929,853 5,393,078 - 2607540 o
e 24. Penaltles and/or Additions to Tax (lsted below) o
Form 6278 (Rev. June 2004y ~ -

SA 0DARN



~ Case: 18-3718 -

Document: 15 Filed: 04/15/2019

Pages: 227

{Rev. June 2004)

~Form 5278 -

-~ __Deparnment of tr]eTreasury-lhlérciai Revenua Service ~ ~ -

Statement - Income Tax Changes |

BT

T 7710 Name(syof taxpayer(s) - - _ _ _ _
" VHC, Inc: and Subsidiaries =

N 2. [X] Notjce of Deflclency

[] Settlement Computation - ~ -

D Other (specify)

| 4. Form Number — -

-5; Docket Number | 8, Offlce S,Ymbo,l;i

I 3.,Tgxpaygrflc!ept[ﬂqéglioin Number - ) o

S -o1120 -

_Tax years e;u;eél

o ) 7. Ad]ustmenllolﬂcbmer - - 12I31l10 - —
a. Bad Debts - Related Party - 10,175,075
b. Bad Deb(s - Unrelated Party I
7 __c interestExpense - - 2
- © T 77~ - 4. Charitable Contributions e IS — —f———
,,,,,,,,,e,‘, _ _ — S 7L777777777777
T
. R e R
- —
I - EEEE—
j 5 ——
o 8, Total adjustments ™ - e D20
T ~ 8. Taxable income asshownin:- —
[7] Preliminary letter dated B N I

- -[C1 Notice of deficiency ¢ dated,

[X] Retunasfiled - N

- - - {143,003)

R 10 Taxablelncomeasrevlsed

- 10,107,072

T M. Taf‘,,Taxme!hQ‘!,

Flling status

- - - - 3,437,475 |

- - - - 12, Alternative tax, If applicable

_ 13, Alternative minimum tax (Starting tax year 2000) ~ ~ ~ — -

14, Corrected tax liability {Iesser ofline 11or 12 plus line-13)-

15 Less credits | a. c - - - o

b

_C

_ _16. Balance (fine 14 loss total of lines 15a - 156)

" 3,437,475

17, Plus other a.

taxes b,

o N

T - - - - - - - -18.Total corrected tax llability (Iine 16 plus lines 17a - 17c)

- - - 3,437,475

- 19. Total tax shown on return or as previously adjusted

20, Adjustments: Increase (decreasejto: - - - -

“a. Earned income credit T _

b. Additional child tax credit

c. Fuels credits / other

_ 21, Deficlency -increase in tax (overéséaéshénl decrease in tax)
(line 20 adjusted by lines 20a - 20c) -

T 3,437,475

" 22. Adjustments to prepayment credits - lncrease (deorease)

(line 21 adjusted by line 22) -

- - 23 Bamneeduaouoyarpaymanl)excludlnglntereslandpena!tles a : '7' 73‘74?;,1'47'5' S

- 24. Penaltles and/or Additions to Tax (fisted below)

- 00007

SA 0061

. AP:FW:IL:CHI&TP?:CV' e



~ Case:18-3718 Document 15 Filed: 04/15/2019  Pages: 227

FormeseA EXPLANATION OF ADJUSTMENTS | SCREDULEA

- Name of Taxpayer: - TexYeass .. .
) T 2004, 2006, 2006,2007,
o VHc Inc. andSubsidlanes S o 2008, 2008 and 2010

7a BadDebts RelatedParty T
- Itis determined that you did not establish that the amounts of $5 889 650 $10 030,574; $1,642,373; $15,448,547; $7562 648. and,
- $10, 175,075, deducted on your 2004,-2008, 2007, 2008, 2009 and 2010 retums, respactively, were bad debts arising from a true
debtor-creditor relationship. - Accordingly, your Income for the taxable years ended December 31, 2004; December 31, 2006,
“December 31, 2007; December 31, 2008; December 31, 2009; and December 31, 2010 is_Increased by t the amounts of $5 889 650
- $10,039,574; $1,642,373; $15,448,547; $7,562,648; and $10,176,075, respectively.

Alternatively, you have falled to establish that the debts were wholly or partially worthless during the tax years 2004, 20086, 2007,
-~ 2008, 2009 and 2010, and, therefore, no bad debf deductions are aliowed. Accordingly, your income for the taxable years ended- - - A
- December 31, 2004; December 31, 2006; December 31, 2007; Dacember 31, 2008; December 31, 2009; and December 31,2010 Is -
~ Increased by the amounls of $5 B89,650; $10,039,574; $1,642,373; $15,448, 547 $7 562 648 ‘and $10,175,075, respectlvely

) PerReturn- -~ Per Audit Adjustment _
December 31, 2004 $5,904,404 $14,754 5,869,650
o December 31, 2006 $10,040,847 $1.2713 10009874 -
7T - -December31,2007 . .$2,742,620 $1,100,247 ** $1,642,373 ¢ CTT T
- - December 31, 2008 $15,590,100 - ’$14‘h562 Sooo . $15448547
SR _December 31, 2008 ""'$8’020233 -$457,585  $7,562,648
o December31,2010 $10,220,661 | $45,586 $1o175075 :

* Since the net operanng Ioss in 2006, on which the carrybacks to 2004 and 2005 are based is disallowed, carrybacks in the -
-----.._ amounts of $1, 551,640 and $3,935,552 for the taxable_a years ended December 31, 2004 and 2005, raspectively, are disallowed.

** See Line 7.b, below for furlher ad}uslmenf R

“7.b. Bad Debts - Unrelated Party

- Itis determined that since you did not establish that the amount of $1,092,489, deducted on your 2007 return, was a bad dabt arising -

from a true debtor-creditor relationship based upon a valld and legally enforceable obligation and that it became worthless during the
- __ year,ltis gilrsallqwed Accordmgly, your taxable income for the tax year ended December 31, 2007 is Increased by $1,002,489.

7.c. Interest Expense
- it Is determined that the amounts of $75,000 and $75,000 deducted on your 2009 and 2010 returns as Interest expense are, in fact, - o
- dividend payments and are disallowed because If has net been established that these amounts were paid for Interest on a bona fide
~ debt. Accordingly, your taxable income for the tax years ended December 31 2009 and ‘December 31; 2010 Is-increased by $75,000
and $75,000, respectively.

ALTERNATIVE POSITION: In the event that It is established that the amounts were paid for interest-on a bona ﬂde debt, tis
determined that this is an above-market loan which should be adjusted to reflact an arm's-length transaction at interest rates of

7 3.84% and 4.01% for 2008 and 2010, respectively, resulting In Interest deductions of $28,800 and $30,075. Accordingly, your taxable - -- - - - -~
-income-for the tax years ended Decembar 31 2009 and Dacember 31, 2010 Is Increased by $46, 200 and $44 925 respectavely

- 7.d. Charitable Contributions. ) R

" As a result of the change In taxable income ‘caused by the other adjustments In this notloe. your charliable contributions limitation -

for 2006 Is increased from $ -0 to $250,289. Accordmgly, your taxable income for the tax year endad Deoember 31,2008 is
-~~~ --- - decreased by $250,289.

" 7.6. Net Operating Loss Carryback from2006 -~ o
- As a result of the_ adjustments shown in this notice, you did not sustain a nat operatmg loss In the taxable year 2006, Consequently, - - _
"~ there is no net operating loss carryback to elther 2004-or 2005, and the tentative allowances for those years-of $504,781 and.
- ~ $1,360,723 are to be recapiured in full.- Accordingly, your tax for the tax years | ended December 31, 2004 and December 31, 2005 is
increased by $504,781 and $1,360,723, respectively. e .

- 13. Alternative Minimum Tax - Schedule 11 Attached

o _Asaresull of the adjustments shown in this notice, your altematlvé minimumn tax for 2009 is $ -0-,-as computed_on the attached

schedule, rather than the $3,024 shown on your return, Accordingly, your tax for the tax year ended December 31, 2009 Is T
* decreased by $3,024. -

Too008

QA nnan



- Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

" Nameof Taxpayer: -
VHC, inc. and Subsidiaries

~ Form 5278, Lme 19 (Tax shown on return or as prevuously adjusted)

- 1213104 12[31[05 12131/06 12131107 12131108 12/31/09 12/31[10

Tax per return.... 527558 1490408 0 1226616 61737t 19,188 0
~Tentative aﬂowance (2006 carryback) (504 781) (1,360,723) saamsee —mmeme
Previous lax increase,, cerresereiniay, | mmememes  mewessee mveene e - | memean 2,938 ameasen

. 'Tax as previously ad;usted 22 126 0 -

00009

erene 22,777777 129,685 1!228!616 617,371 22126 e

QA nnans



fQC'a's'é:',1,8537771787'7'7'7'7'7[7)7c7)cu ment: 15 Filed: 047/71757/7270;9 Pages: 227

-~ SCHEDULE 8

Name
VHC

Inc. and Subsidiaries -

w4626 | Alternative Minimum Tax - Corporatlons

T

»N

AW
o w ‘

@ N, ;

“Taxable income-or (loss) before nel operaung loss deducllon

- Depreclation of post-1986 properly.......... eeesietsiebarirsree s eerereraes
~ Amortizatton-of clrculation expenditures (personal holding compan!es only)...

~Merchant marine capltal conslructlon unds....oceuin.

" Tax shelter farm ecﬂvmes {personal service corporations only)...
~ Passlve-activities (closely held and personal servlce corporallons oniy)

_ Depletion... erresesessissaartanian
Intangble driling costs. ..

~ Other adjustments and. prefarences
- Preadjustment alternalive minimum taxabla income (AMTI). ‘Combine fines 1 through 20,

03:333‘—::-'-‘-'33"«2 -0 :ﬂnfcrm

_ ACE from line 10 of the worksheet... B

- Enter the excess, if any, of the corporation's total increases in AMT! from prior
" ACE adjustment: - - -

- Combine lines 3 and 4e. if zero or fess, stop here; the corporation does not owe any. AMT
~Alternative tax net operating loss deduction (see Instructions)....

- Subtract $150,000 from line 7 (if you are completing this line for a member of
_a controlled group of corporations, see instructions).. If zero or less, enter -0-...... 8a
Multiply' Il'n'e' 8a by 25%.

- ¢ Exemption. Sublract Iine 8b from $40 000 (|f you ara comp1etrng this-line- for a member of a conlrolled

~ Alternative minimum tax forelgn tax credil. (See instructions for limitations,),

Adjustments and preferences:

Amortizatlon of certified poliution control facliiles..
Amoriization of mining exploration and development costs

Adjusted galn or loss...
Long-term contracts...

Section 833(b) deduction (Blue Cross, Blue Shteld and slmuar organlzauona)

Loss fimitations..

Tax~exempt lnteresl from spacmed prlva!e activity bonds

Adjusted current earnings (ACE) adjustment: —— - -

23

| da| 7416085

Subtract fine 3 from line 4a. If line 3 exceeds line 4a, enter !he dlfference asal
negative number (see instructions for examples)...

4b (18,625

Multiply line 4b by 75%. Enter the result as a posluve number 4c 13,069

year ACE adjustments over lls lotal reductions in AMTI from prior year ACE

adjustments. Note: You must-enteran amount on line 4d........ ladl 180,691

* If line 4b s -0- or more, enter the amount from line 4c }
¢ Iffine 4b is less than -0-, enter the smaller of lines 4¢ or 4d as a negative amount

Alternative minimum taxablo income. Subtract line 6 from Ilna 5 NS P

- Exemption phase-out computation (if line 7 Is 3310 000 or mora, “skip fines 8a and-8b- and enter -0- on

fine 8¢):

7,434,680

0

el

graup, see Instructions). If zero or less, enter-0-...
Sublract line 8¢ from line 7. If zero or fess, enter -0
Multiply Hine 8 by 20%....ccoiivivininiermenrssmnincsinsinesissvennie

Tentative minfmum tax. Subtract line 11 from fine 10... -
Regular tax liabllity before all credils except the forelgn tax credh and possesslons tax cradit.

- 7,420711

2,530,039

_ Alternative minimum tax. Subtract line 13 from line 12, If zero or less, enter -0-, Enter here and onf - | - -

Form 1120 Schedu]e J. line 4,-or the appropriate line of the comoraﬂon ] !ncome {ex return...

00010

QA NN~ a

2004

7,441,290

J 47084

@eRen

(27,627)

7,420,711

7420711,

o Q.
148442

1,484,142 - -
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Filed: 04/15/2019  Pages: 227

. SCHEDULE7

, Fm4626 Alternative Minimum 77*75)7(7}7;(375!'7!5,5,';?15,@1‘?? o

~ Name -

VHC, Inc and Subsndianes

00011

. _Taxable income or (loss) before net operating loss deduction.., 1
2 Adjuatmsv](siafriti preferonices; — -~ - - - - - ____ -
a Depreciation of post-1986 property... .1 2a
b Amortization of cerlified pollution control facliies. 2b
"~ © -Amerlization of mining exploralion and development costa.,. 2¢
d Amortization of circulation expendilures (personal holding companies only)... 2d
e j\qlpsted GAIN OF I0SS. e vuusernerretreiirinsireies sarsvessreereresssntares srasoraes sensesnsssesornns 121
£ LONG-erm CONMATIS .1 evivrararesui s esnssvveresensassonse -
[*] "Merchant marine capﬂal cons(tuctlon funds...
"~ h -Section-833(b) deduction (Blue Cross, Blue Shleld ‘and simliar organlzaﬂons)
I - Tax shelter farm activities (personal service corporations only).i.:....... e 12| -
J  Passive activities (closely held and personal service corporatlons only) 2j
~ k Loss limitations.... 2k 1.
1 Depiation... 21
m Tax-exemptinterest from specified private activity bonds.. 2m
- 1 -intangible drilling costs..... 2n
o Other adjustments and pre(erences oo 20 e
3 Preadjustment alternative minimum taxable income (AMTI). COmbine lines 1 through 204. 4,305,812
4 Adjusted current earnings {ACE) adjustment: e
@ ACE from line 10 of the worksheet.............. 4a 4,297,394
b Subtract line 3 from line 4a. f line 3 exceeds line 4a, entar the difference as a
- negative number (see instructions for examples)... “ rervonennre | 40 (8,418)
c Multlpty line 4b by 75%. Enter the result as aposhive number weossssssesnsesaronrianen | 4C 6,314
d En(er the excess, If any, of the corporation’s total Increases In AMTI from prlor o
year ACE adjustments over its total reductions In AMT! from prlor year ACE| e
" adjustments. Note: You must enter an amount on ine 4d..........cewereens | 46 166,722
e ACE adjustment:
-~ - __* Ifiine 4b Is -0- or more, enter the amount fromfinede - }
* ifline 4bis Iessthan -0-, enterthe smailer of tines 4c or 4d asanegativeamoun! Jo e
§ Combine lines 3 and 4e. If zero or less, stop here; the corporation does not owe any AM 5 4,299,498
6 Alternative tax net operating loss deduction (see instructions).. e 6 0
7 Alternative mini taxablo | Sublract line 6 from fine 5... weetarerrenene 7 4,299,498 - -
8 Exemption phase-out computation (f line 7 Is $310,000 or more, skip lines 8a and 8b and enter -0— on
o 7llne 80)
a Subtract $150,000 from fine 7 (If you are completing this line for a member of
~ & controlled group-of corporations, see instructions). If zero or less, enter -0- 8a
b Multiply tine 88 by 26%...vsecresreeeriinins e
¢ Exemption. Sublract line 8b from $40,000 (if you are completing this fine for 8 member of a controlled
~ group, see Instructions). If zero or less, enter -0-.. . anl| BC 0
9 Sublractline 8¢ from fine-7. If zero or less, enter -0-, ) |
10 Multiply line 8 by 20%.. reoesien 10 859,000 -
~-11- - Altemnative minimum tax foreign tax credit, (See lnslructlansfor l)mltauons ki -
12 Tentative minimum tax. Subtract line 11 fromiine 10. 12 -~ 859,800
13 Regular tax liability before ali credits except the foreign tax crednl and possesslons tax credit.., 13 1,490,408
14 Alternative minimum tax.- Sublract line 13 from line 12, If zero or less, enter -0-. Enter here ,and,qn ]
___ Form 1120; Schedule J, ling 4, or the appropriate line of the corporation's INCOMe axX feturN. ........ecerereees | 14

QA NN

2006

~4,383,652

AN

(6802

4200498

" Form 4626 (2008) - - - -~
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Altemahve Minimum Tax - Corporatlons

7I73ages: 227

| SCHEDULES

2006

VHC, Inc. and Subsidiarios B S

"7 7 7 7 4 -Taxable'Income or {loss) befora net operaﬁng loss deducuon
-2 - Adjustments and preferences:
_ a Depreclation of post-1986 properiy.......
}')7 Amortization of certified pollution control facilities.....

¢ Amortlzation of mining exploration and davelopment costs..

d Amortization of clrculation expenditures (personal holding gompanies oniy)..
© - - - - - e Adusted gain orloss.... o

f  Long-term contracts...

sesressisenysensesienany

@ Merchant marine capua( conslruclion (unds PR
h Section 833(b) deduction (Biue Cross, Blue Shleld. and slmllar organlzaﬂons)
- | Tax shelter farm activities (personal service corporations only)... o

-} Passive aclivities (clasely held and personal servloe corpora!(ons only)
T~ ————— — —_ K_loss limiations

| Depletion...

S m Tax- exempt lnterest from specmad private activity bonds.
. n Intanglble drilling costs.i.i i, e

~ 0 Other adjustments-and pxe(erenaes...

-3- -Preadjustment altetnative minlmum taxable income (AMTI) Combine lines 1 !hrough 20
_4  Adjusted current earnings (ACE) ad]ustment.

a ACE from line 10 of the ACE workshest.... Frerersessartisasssass
b Subtract line 3 from iine 4a, If line 3 exceeds llne 4a, gnter the dlffarence asa

4a7

Srnn

(54072)

4,383,286

“negative amount (see instructions)... rrresrines ceevereessenneansenns | 40

({7

-¢ Mulliply line 4b by 76%. Enter the resull asaposmve amount. cf - - - -

5

. Enter the excess, if  any, of the corporation's total increases in AMTI from prlot

‘year ACE adjus!mems over ils tolal reductions In AMT} from- pnlor year ACE
adjustments. Noto: You must-enler an-amount online 4d...
e ACE adjustment:

adl

- -If ine 4b is -0~ or more, enter the amoum from Hne 4c .
* ifline 4b is less than -0-, enter the smaller of lines 4 or 4d as a negatlve amount

~ § Combine lines 3 and 4e. if zaro or less, stop here; the corporation does not owe any AMT.
8  Alternative tax net operating loss deduction (see Instruclions).......ueoveiinenanins
7 Alternative minimum taxable Income. Subiract line 6 from line &

‘8 Exemption phase-out computation (if line 7 Is $310 000 or more. sklp llnes 8a and 8b and enter -0-
_ line 8c):

a Subtract $150.000 from line 7 (If you are completing this ine for a member of

o a controlied group of corporations, see Instructions). If zero or less, enter -0- 8a
o b Mumply line 8a by 26%...

160,408

4,383,293

@

O — I

_group, see Snsﬂucﬂons) if zero or Iess enter -0-,

0
9 Subliract line 8c from fine 7. If zero or less, enter (% 19| ~ 40383288 - - - _
10 Multiply line 8 by 20%... 10 - 876,658
~ 11 - Alternative minimum tax fore!gn taxcredlt (See !ns(rucllons 1"y i
-42 . Tentafive minimum tax. Subtract ilne 11 from line 10... retersraseere e e rssess s snsnrannnes |12 876,658
13 Regular tax liability before applylng all credits except (ha forelgn- (ax credu and the Amerlcan Samoa T -— =
B economic development credit... e ste Farereses st aan et e sante . 113 1,462,854
" 14 Alternative mimimum-tax. SUbtract Jme 13 frorn line 12. 4f zero or lass. enler ~0- En!ar here Encl on | - - o o
Form 1120, Schedule J, line 3, or the appropriate Ilne o( 1he corporaﬂon 's Income tax return... _14 0
Form 4626 (2000)

SA 0066
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-SCHEDULES9

2007

“Name
“VHE, Inc. and. Subs:diarles _

-1 - Taxabls Income or (loss) before net OPETANING 1088 AOAUCHON: i i 1evsesrrnrererersasenesseresessersoseresessensosessserse

S 2 Adju and profi :
a Depreclatlon of post-1886 PrOPEMY......covimrisererererns
b Amortization.of certified pollullon conlml ia,cljaxlqs,..ﬁ.
¢ Amortization of mining exploration.and development costs...
- -d -Amorilzation of ¢irculation expenditures (p al holding companies only)......oeve..
- @ Adjusted gain orloss ereasenrnonseresosaseseres
£ Long-term contracts.. .
g Merchani marina capitat construction funds.... . e
- i “Section 833(b) deduction (Blue Cross, Blue Shield, and slmllar organlzalions) R I T
i Taxshelter farm aclivities: (personal service corporahons (117 D
- j - Passive aclivitles (closely held and personal service corporations ONIY)csssrarsvansnsesennsaressnssanionsianns
K LOSE HMHBUONS. 1111 t1sensssseussieonecosonsensass focasimascsssesses soesseses st basbsssssanesessseses sesssssssssssnsssnssnn
U DBPIOHION. ceseves e v cervie st sbebataiasesasnsisnrestensnssrarnarestesses v .
M Tax-exemptinterest from specified private activity bonds.
"0 Intangible drilling COSIS...werrevieens v
o Other adjustments and preierences..
3. Pread]ustmenl alternative minimum taxable Income (AMT), (:omblne llnes1  through 2o.......
4  Adjusted current sarnings (ACE) adjustment:

s aneeies

a ACE from line 10 of the ACE worksheet.......... e sianenen e 48 6,336,045

6,348,439

(67,932)

{2k

949

Sesrevesssesiseresiennetnrierane

" b Subtractline-3 from fine_4a. If line 3 exceeds Hne 4&. enler lhe difference as a
- - negative amount (see Instructions).... osss el 4B Y

¢ Multiply line 4b by 75%, Enter the result as a posi(tve amount.

4c
_ d Enter the excess, If any, of the corporation's lotal Increases In AMT! from prlor
year ACE adjustments over its total reduclions in AMTI from prlor year ACE| - - -
adjustments. Note: You must enter an amount on fing 40......e..veervmmveniinnes | 4d 160,403
"~ @ ACE adjustment:
- * Ifline 4b is -0- or more, enter the amount from line 4¢ : }

* fline dbis less than -0-, enter the smaller of lines 4cor 4d as a negatlva amount

6 Alternailve tax net operating-loss deduction (see instructions)...

7  Aiternative mini taxable § ine. Subtract line 6 from line 5,

- -8 - Exemption phase-out (if line 7 is $310,000 or more, skip lines 8a and 8b and enter -0- on line 8c):

a SUVbirVat':t's15'0'000'from fine 7 (f you are completing this line for 8 member of
a controlled group of corporations, see Instructions). If zero or less, enfer -0-....., | Ba

6,336,045

5 Combine ilnes 3 and 4e. If zero or fess, stop here; the corporation does not owe any AMT.... e e e

0

b Multiplyline 8a by 26%....iveeeevinierersniieininns

. c Exemp!lon. Subtract line 8b from $40,000 (if you are completing this line ror a member of a comrollad

~ group, see lns(ruct(ons) If zero ortess, enter ~0-....vvvieiiiniaren 8¢ .. 0 o
‘9 Sublractline 8¢ from line 7. -If zero or less, enter -0-.. 1.8 6.3369{5
“10  Multiply line 8 by 20%........... 10 1,267,209
~11- - Alternative minimum tax 1orelgn lax cred . (See Insfructions.). 11
12 Tentative minimum tax. Subtract}ing 11 oM e 10:.i.esrrerueurere e 421 --1,267,209
13 Regular tax Hability before applying all credits except the 1orafgn !ax credl( and the American - Samoa B A
OCONOMIC ABVEIOPIMBNE CrEH ueverereerrersrireressessornrerrrsecssnessaresssssssrssessonsreassressnsorssesisisis ioisiesararsonrsee § 19§
"7 14"~ Alternative minimum tax, ,S,ulzt(ag:{ ling 13 from line 12. if zero or !ess. enter -O-. Enter.,here, 804 onf
Form 1120, Schedule J, line 3, or lhe apb?dp}iélb'llh'e of the corporation's income tax retum.......ccvvverveen. | 14
’ T Form 4626 {2007)

6036045 -

2158469

~

QA nnov
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© wd626|  Alternative Minimur Tax - Corporations

Name
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SGHEDULE 10

2008

R VchncandSubsmlanes,__ e

~_Alternative Minimum Tax Compulatwn
1

Texable Income or (loss) before net aperaling loss deduction.........ceviiveiniecinnis
- -~ -— ___ 2 Adjustments and preferences:

“ e a Depreclation of post-1986 property....
. b Amortization of certified pollution conteo facilis...
| i 7 "¢ Amortization of mlning exploration and development cosls .
- o -Amorlization of clreulation expenditures (personal holding companles oniy)
@ Adjusted gain or 10ss.....

-~~~ f long-term contracls... revrete T TSN
g Merchant marine capﬂal construcﬂon funds..;..—,.; .............................................. rereren
o o ~ h Section 833(b) deductlon (Blue Cross, Blue Shield, and similar organlzallons)
T -~ - F ‘Taxshelter (a;macllvllles (personal service corporatlons only)

" K Loss llmitations....
- e T Depleflonie s

m Tex-exempt Inferest from specified private activily bonds..
o : n intangible drilling costs....

cererinrsaraneny

| - - - - - - o-Other adjusimenls and preferences

3 Preadjustment aiternative minimum !axable Income (AMTI).” Combine lines 1-through-20..
4 Adjusted current earnings (ACE) adjustment: -~~~ - -

~_ a ACEfromiine 10.0ftho ACE WOrKShEel...v v enmrsrmnenenn| 42 | 17,252,454

s s P et es e ate

1| 17,264,345

" b Subtract fine 3 fram line 4a. If line 3 excaads line 4a. enter the dmerence as a
o negative amount (sea instructions)... ... | 4 - -0

- -C Multiply line 4b by 75%. Enter the resultasaposluve amounl 4cf - - 0

T e e _d Enter the excess, If any, of the corporation’s total Increases In AMT! from- pdor
R - year ACE adjustments over lts total reductions-in AMTI from_prior year ACE}
adjustments. Note:” You must enter en-amount on fine 4d.........ceceereeriennns | 4d

- e ACE adjustment:-

: ’ * If line 4b Is -0- or more, enter the amount from line 4c }
. * Iffine 4b s less than -0-, enterthe smaller of lines 4c or 4d as anegative amount. -

) Comblne lines 3 and 4e, If zero o less, stop here; thscorporaﬂon does not owe any AMT

17,252,454

§
o 6
Lo -7 Aternative minimum taxable income._Subtract line 6 from nneﬁ

o 12 Tentative minimum tax. Subtract line 11 from line 10
| e

| - -3

17,252,454 - -
Alternative tax nat operating loss deduction (see instructions)... R B
{ - - 17,262454
- Exemption phase-out (if ine 7 is $310,000 or more, skip lines 8a and 8b and enter -0- on line 8c):
| "~ a Subtract $150,000 from iine 7 (if you are completing this line for a member of { - - )
T - _a controlled group of corporatlons see lnst:uctlons) If zero ot less, enter -0 8a T
b Muitlply fine 8a by 26%... e eereien e eraeae e ..} 8b
o ¢ Exemplion, Subtract Hne Bb from $40.000 (it you are completing thls I(ne tor a member of a controlled B
~ 77" group,see instructions). If zero or less, enter -0-...... L D
9 Subtract line 8¢ from line 7. If zero or less, enter -0-... . . 17,252,454
- - - .. 10 If the corporation had qualified timber gain, complete Part ll and enter the amoum from llne 24 he
- . Otherwise, mulliply line 8 by 20%....... 10 3450491 - - - - - -
11 Alternative minimum tax forelgn tax credit, (See lnslrucﬂons) ity
...... 12 34504901
Regular tax liabllity before applying all credits except the foreign tax cradit 113 6,010,450 i
T 14 Alternative minimum tax. Subtract line 13 fom line 12."If zero or-less, enter -0-. Enter here and on| I
e Form 1120, Schedule J, line 3, or the appropriate line of the corporation’s income tax return... 14 0
o : T T T T T Fom4B826(2008)- - - - - _

00014

SA 0068

(7348) -
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SCHEDULE 11

| w0e

Name

- VHC1ncaﬁdﬁubsid!arles—————fffff,,,,, _

Alternative Minimum Tax Computation

- - - - - 1 - Taxable Income or(loss) before net operating lossdeductlon e

. 2 AdR stment and..

a Depreclation of post-1986 property...

b Amorlization of certified pollation controHacxllhes -

¢ Amoriizalion of mining exploratlon and develoy chosl e
d Amortization of clrculation expenditures (personat holding companies only)

- - - - - _ e Adusted galn or loss.

. f Long-term conlracts..

B g Merchant marine capltaf construction mnds..;
~ " h Section 833(b) deduction (Blug Cross, Blue Shield, and similar organlzatlons)

© 7~ Taxshelter farm activities (personal service corporatlons only)...
J - Passive aclivitles (closely held and personal sarvlce corporatlons only)

_ Kk Lossliimitations

| Deplelion
m Tax-exempt interest from specified prlvate aclivl(y bonds

ST T nintangible driling 0088 . e eserssesnneas

- -~ - - - - - o Other adjystments and preferences....
3 Preadjusiment alternative minimum laxable income (AMTI) Comb1ne tines1 through 20,
_ 4 Adjusted current eamlngs (ACE) adjustment: - - - -

a ACE from line 10 0f 1he ACE WOIKSHEB . . w2.irv.ivussismsasmssrmermereasssssesssnsssiseans N

' b Subteact fine 3 from-line 4a. I line 3 exceeds |lne 4a, enter the difference as a [Tu3%
T 7 7~ — =~ —negative amount (see INStUCHONS} .. cocrsiseenii s snineninie “
- - - - © Mulliply line 4b by 75%. Enter the resull asa poslnva amoun!
od Enter the excess, if any, of the corporauons total Increases in AMTI from prior
- year ACE adjustments over its total reduclions in AMTI from prior year ACE
" adjustments. Note: You must enter an smount on line 4d.......... reearesss et

e ACE adjustment:
¢ If ine 4b Is -0- or more, enter the amounl from {ine 4¢

-~ _* iflina 4b s less than -0-, enter the smaller of lines 4¢ or 4d as a negative amount”
5 Combine lines 3 and 4e. If zero or less, stop here; the corporation doas not awe-any AMT

6| 778851

6 Alternative tax net operating 1oss deduction (se-INBUCHONS)..e.evrveeesersives
7 T 7 Alernative i Subtract fine 6 from line 5..... 7 7,788,451 - - - - -
§ Exemption phase-out(lflineﬂs $310,000 or more, skip lines 8a and 8b and enter -0- - - —— - - -
- - - - - - - @a Subtract $160,000 from fine 7 (ﬁ you are compleﬂng this line for & member of |- -
S acontrolledgroupotcorpotaﬂons sselnstructlons) If zero or iess, enter -0-......- | 82 N S
b Mumpiynneeabyzs% BT PO ] - - I
T e “Exemplion. Sublract ﬂns &b 1rom $40.000 (lf you are compleung thls llne fora msmber ol a controiled l
~  ~ — — — — — —group, see Instructions)._!f_zero or fess, enter -0-... JO * - - - - -0 _ _ _ _
- 9 Subtractline 8¢ from ling 7. If zero or loss, enter o e _ 77881581
oo 10 ifthe ' corporation had qua!med timber gain, complele Paﬂ il and enter me amoum from llna 24 hara. o
Othemwise, multiply line 9 by 20%... 1,557 630
11 Alternative minimum tax foreign ax credit. (Seae instructions. I
T 7 7 7~ A2 -Tentative minimum lax. Subtractiine 11 from iine 10.. 1,557,630
- - - - - - —13 _ Regular tax llabifity before applying all credits excepl the forelgn tax credit... B _ 2629666
14 Alternatlve minimum tax. Subtract line 13 (rom fine 12, 1f zero or less entef -0-. Entet here and on - -
ta {ina of the corporation’s Income {ax relurn... e 0
Form 4628¢2009) ~ ~ ~ -

Form 1120 Scheduls J, ine 3, or the a pprof
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- SCHEDULE412
e m..4626' - Alternat;ve Minimum Tax - COYPOTaﬂO“S 120
 Name - e
"~ VHC, Inc, and Subsidiaries -~ :
Pa AﬁemaﬂveMinlmumTaxComputaﬂon ”’”’””"*”w—fw;,,,,,,,,,””‘
T T~~~ —— 4 Taxablo ncome or (joss) before net operating 1085 GAUCHOM. veerusrrestiarenreresertrsnrare isnsnrcbenisesisrerssen ] 10,107,072
2  Adjustments and preferences: . - - o
- -- . ______ __ & Depreclation of posi-1986 property........... " 28 B854 0 - -
b Amortization of eertified poliution oomrosfaemnesm, 2b ] -
"¢ Amortization of mining exploration and development costs 26 - - - -
- d- Amariization of circulation expenditures (persona | holding compames only) 2dy - -
T - - ————  _e Adlusted gain orfoss..., 2e
f Long-term contracts.. 2f
g Merchant marine capital construgtion funds..... 29 I
2h

o h Section 833(b) deduction (Blue Crass; Blue Shietd, and s;!muarorganlzauons)

" Tax shaller farm activilies (personal service’ corporatlons only)

ST T T j Passive acfivities' (closely held and parsonal servicecorporatlons only) "
~ _ K Loss limiiations... X

I Deplation..........

m Tax-exempl Interest from specified private aclivity bonds

T T T T Intangible griling COSISarriirerrreessriesersasenss . .

- o Other adjustments and pre!erences e
- 3. Preadjusiment allernative minimum taxab|a income (AMTI(). Combine (inesﬂhrough 20..r

- —— - _4  Adjusted currentoamlngs (ACE) ad}ustmem' I
a ACE from line 10 of the ACE workshiget..,....c T errere e sanesssnses gt
- b Subtract lIine 3 from line 4a. If lineSexcaeds |lne 4a. enter the dlﬁerence asa ZP -
T negative amount (508 (SHFUCHONS) .. eererieeersrearrais

€ Mul!)ply fine 4b by 75%. Enter the resull a5 @ posmve amounl
_ d_Enter the excass, If any, of the corporatlon's fotal Increases In AMT from prlor
~ year ACE adjustments over Ks tofaf reduclions in AMTI-from prior year ACE
adjus(men(s Note: You must en!erensmoun!on TR RN N
‘@ ACE adjustment: - - - - - S }

© - -~ - ifine4bis -0- ormore, enter !he amount fmm Iine 40
* {fline 4b is fess than -0-, enlar the smaller of lines 4¢ or 4d as a negativeamount -4 -

_ B Combine lines 3 and 4e. If zero of less, stop here; ihe corporation does not owe any AMT...
6  Alternative tax net operating 1s¢ deduction (see Instrudiions)......... ) -
A - - 10,150487 - - - - .
S8 .

Aitain’at(ve’ minimurytaxable income, Sublract ling § from lne §..
Exompuan phase-out (if ine 7 is $310,000 ar more, skip lines 8a and 8b and enter -0- ot line 8¢y

-7~ 7~~~ -~~~ a-Sublract $160,000 from tine 7 (if you are complellng this line for a member of |
’ a controlled group of corporations, see Instructions), ifzero or fess, enter-C-.w.c |- 88§ B
-~ ________ b Mulllplyline 8a by 25%... s rerveerieres reemecsasnns | 8B T
¢ Exemption. Subtracl ttne Bb from $49 000 (if you are. camylellng !hls ting for a member of 2 conlrolled
“group, see instruetions). 1§ zero or fess, enter -0-... PR I |
7" - - 9 Subtacliine 8cfrom fine 7. Ifzero orless, enter _19,180467
2,030,091 T

S - —— - - - 10 _Multiplyline 8 by 20%... .
11 Alternative minlmum tax forelgn fax cvein (Sea nstructions ..

S 12 Tentative minimum tax. Subtract fine 11 from line 10..evviiveininn
B ~ 13 “Regulariax liabilily before applying all credits except the fore!gn {ax credit...

[ 12 203009 - -
10] 543747

Erﬂerhereﬂndom"' ,,,,,,,,;,,,
kT 0

~ 14 - Alternativa minimum tax. Subtract line 13 frem fine 12, If zero or less, enter ~0-,
e _Form 1120, Schedule J, line 3, or the appropriate ling of the corporailon’s income tax returm... ..., _
T Form 4628 (2010)
ooots - e

'SA 0070
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scuebiEts

8827 | Gredit For Prior Year Minimum Tax - Corporations | 2010

B ~ Neme  — — — — - BN
- VHC, Inc. andSubsidIaries o o
1 Altematlve minimum tax (AMT) for 2009. Enter the amount from line 14 of the 2009 Form 4626......1 1 ) 0
2 Minimum tax credit carryforward from 2009. Enter the amount from line 9 of the 2009 Form 8827... | 2 0
3'Ehlérahy2009unallowedqualiﬁedelectricvehlclecredit.........‘..,...,....,...L....,....,....,....,....7.,..7....7.... 3 [
T 4 Addines 1,2,8n0 Foeoninies e e e e ROTURRRRN 1Y 0
R X - 3,437,475

- & Enter the corporation's 2010 tegular income tax liability mlnus allowable tax cmdﬂs

-6 ts the corporation a "small corporation” exempt from the AMT for 20107 - - -
* Yes. Enter 25% of the excess of line & over $25,000. If line 5 is $25,000 orless, enter -0-,

* No. Complete Form 4626 for 2010 and enter the tentative minimum-ax from line 12.

~ 7a Subtract line 6 from line 5. If zero or 1ess, enter-0-......ocverescarnnn e [P .
~ b For a corporation electing to accelerate the minimum \ax credw enter the bonus depreciahon I
amount attributable to the minimum tax credit...

_ ¢ Addlines 7aand 7b... cvres e eneane
8a Enler the amaller of lme 4 or Ime 7c lﬁhe corporation had-a post~1986 ownershlp change or [

has pre-acquisition excess credits, see Instructions.cunne v si e seninnin e

~ b Current year minlmum tax-credit. Enter the smaller of line 4 or line 7a here and on Form i e‘a

1120, Schedule J, line 5d (or the applicable fine of your refurn). If you made an entry on line {55
7b, go to line 8c. Otherwise, skip line Bc... reresrenes

¢ Subtract line 8b from line Ba. This Is 1he refundable amoum for a oorporaﬁon elechng Io f

. accelerate the minimum tax credt( ‘Include this amount on line 329 of Form 1120 (or the [difs

resesnenns

e

T TR LT E TR TIR TP TR IO

applicable line of your return)..: : eE T e rues e sd 1A e s Lab ats saLesERI N ARE sasuse SRt nOE
T 7 7 8 Minimum taxeredltcarryfomafdlomﬁ. Subttaclllneaafromltne4 ’ I
T Form 8827 (2010)
00017

SA 0071
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Pages: 227

COncurrent Determmatcons of Deﬁclencxes {Increases in Tax) and Overassessmenhs (Decreases in Tax)

rom 2285
(Rev. June 2012) i in Cases fnvolvmg Restricted Interest Provisions of the Internal Revenue Code | :
Taxpayers Name ) . L j . |Tapayer Identification Number | |Taxable Year Ended
VHC, Inc; and Subsidiaries | o i i I . 12131104 |
Prepared by | ' ' I j Prearer's Phone Numbet | pee
C Vang . . (312) 5826888 i 04124113
Section{ | Carryback Losses or Credits From ' ' | :
' General | Other Taxabte Year | Taxable Year ! Taxable Year Ta:able Ye'ar Taxable Year After All -
Compuftation of i s Ended | Ended Ended | | Ended | Ended | Adjustments
(decrease) in tax 12/31/04 | 1231108 . ! ! ! ) '
| @ ] & | 1) & . H_ © o)
1. Taxable income for income. i [ ¢ ! ! ' .
tax purposes b . 1,551,640 7,441,290 . | 1,551,640
2. Net adjpstments 5,889,650 To ) j 5,889,650
3. Corred] taxabe income ; 7,441,290 7,441,290 j j 7,441,290
4. Comected income tax befare '
carent ondes o it 2,530,039 2,530,038 2,530,039
S. Current tax credits L0 .o -
6. Less 1ax credit canyback ‘-'_4 A "0 0
7. Total coected tax iabifty ' 2,530,038 2,530,033 2,530,038
8. Previous tax fiabiliy } 527,558 ] 2,530,039 : i 521,558
3. Increpse (decrease) in tax 2,002,481 | il ‘ ‘ 2,092,481
10. Tentative allowance B . ] 504,781 ; 504,781
11. Netincrease (decrease) in tax [ y !
—_excuging refungable crets * 2002484 | 504781 ! ‘ 2,507,262
.‘ N j T T 8§70 Date '
Section Il - Other Notations or Comments | Lo i
‘ | Lo 73C Date ©
! i I LCU-2% Date ‘
, 0 | | ‘Section 6603 Deposit Date '
0 w Section 6603 Amount

Form 2285 (Rev. 6-2012)

¥1 3INAAHOS
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Document: 15
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Pages: 227

[ [ | O N - o
[ [ | o , [ [ P - - ‘— T | .
[ [ | o , | [ [ o
I o | o , | [ o o
[ [ . [ [
! i I I " " I
I I I ' "
' o | o o
I I I I I
i ] . | I ! ' " " |
I I I " "
o [ | v [
I I I I "
o L ‘ ‘ ' . ) !
[ b | Co L Depa‘nmm‘n of the Treasury - intemal Rpvenue Senice o
ron 2285 [t Concurrent Determinations of Deficiencies (Increases in Tax) and Oyerassessments {Decreases in Tax)
(Reb. Juhe2012) | ' | in Cases Invojving Restricted Interest Provisions of the Internal Revenue Code )
Taxpayel's Name o o , | , | Taxpayer identification Number Taxable Year Ended
VHC, Inc. and Subsidiaries ' Co | | . | 12134105,
Prepared by T o ] | Pteparer's Phone Number Date | .
T .
€ Vango Co ‘ \ : ! ' | 312) 582.6888" 04124113,
Section |, . ) ' ! Carryback Losses or Credits From — ' [
‘ o General e | | TRabieYear | TaxableYear |, TaxableYear, |, TawbleYear | Tarable Year Aeral’ !
c fon of i T " Ended Ended , | Ended | Ended Ended © Adjustmertts ' |
| (decrease) in tax 12131105 ) ‘ " 12131108 | [ h o L L
L L @ ® ' © @ @ 7] @ D
i apable ncome fornome 4383552 4,383,552 I | Amsss
2. Net adjlistments ' [ 0 o R B , 0 |
3. Correct taxable incomé 4,383,552 4,383,652 K T 4383552
& Cdrrected income tax before " [ R . . 1,490,408
|_curentiand cenyback tax credits 1,450,408 - 1,490,408 90468 |
5. Cymenttax credjs |, 0 0 ) Lo
6. Less tax credil canyback P ey e o - ‘ 0!
7. Total comected tax iabilty 1,430,408 | | L 1,490,408 L ) 1,490,408 |
|
'8, Previous tax lailty - 1,490,408 | | 1,430,408 | ‘ 1,450,408
'9. Increase (decrease) in tax el L ] | 0 q 0 | . ‘0 |
{0. Tentative aliowsince ' T L | 1,360,723 [ ] . 1,360,723
1. Netintrease (decrease) in tax | o ? [} B [ | 1,360,723
L e | of SR s . | 1360723 |
. - — 7 T i 7 870.Date S o
Il - Other Notat or C | co , | [ o . L Co
[ . | Co ‘ | [ [ Co o
[ | C : | [ o
[ ! | Co , | [ [ 23CDate | C o
[ . | L ‘ | [ [
I I " v i I I I
! | | | | | ! ! ! ' ' | |
Lo . . Lo
o ‘ s : ‘ ‘ TCU-2%Date [
| [ | | ! o ' o [
“ o | co , | ' | o
Lo
| [ | | Lo . - (I
b ' | Co | | C Section 6603 Deposit Date |
[
| [ | | ! |
o
| e | |
o , | O ‘ |
oo | v , | Section 6603 Amount
o
| Lo | |
o . o - | ‘
‘\ : . ™ " 1Form 2285 (Rev. 6-2012)
" I I I I I "
! ! ! ! | ' |
b o v | | [ [ Co Lo }
oo o v ‘ [ [ G L i
' | o | “ ‘\ R - L o
Co v [ Lo L Co
' | | | |
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Department of the Treasury ——w,,,o ¢ 5
mlgterﬂ%R%venueSSrgi??E l d o MAY 2820
mall'Business and Self- mpoye o + Identificatton Number: - - - - -
21 1 'West Wisconsin Avenue T 'TaxPayer ’denuﬂ,cz,“,'?r??{,urnbm' -
 Milwaulkee WI 53203-2303 Form: B

Cq120

-~ ____CERTIFIED MAIL
: T e Pers.on(oCo,ntact:r
""3090H01111grenWa , Tele T
- Green Bay. W1 54304-5736 - 414-231-2230
. Contact Fax Number; - - ...
: ' - 8TT-468-6705
Employee [dentification Number:
1000480906
~ LastDay to File a Petition With the
UnnedStatesTnﬁ(U.G 2 6 2015
Tax Year Ended: ""”7"’""’T’De’cembeﬂx,—zorp,,,,Dcc,émb,er},l,,,291,2 © Decomber31, 2013
" Deficieney: - ' T
“Increaseintax O $1,94t44200-- -- . $8,593 ,Q%.QQ o $4,259,288.00

~ Penalties or Additions to Tax

Dear VHC Inc.:

Why ‘We Are Sending You This Letter N o
We determined that you owe additional tax or other ‘amounts, or botly, for the tax year or yeaxs identified above. -

~ This letter is your NOTICE OF DEFICIENCY, as required by law. The enclosed Form 4549-A, Income Tax —

Discrepancy Adjm tments or Form 5278, Statement - Income Tax Changes, shows how we Iq,ured thc

"'deﬁuen(,y ST

- If You Wxsh to Challengc This Determination

- If you want to challenge this determination in court bcfore makmg any payment, you have 90 days ttom the T

. date of this letter (150 days if this letter is addressed {o you outsxde of thc Umted States) to file a petition with
the Umted States Tax Court to reconsider the deﬁcxency S

 Information You Will Need )
“If you have recently sought bankruptey relief by filing.a petition in bankruptcy court see : enclosed Notice 1421, -
N 'How Bank: up{oy A/fect.s Your Right to File a Petition in Tax Court in Response to & Not:ce of Deﬁczency

et o EXHIBIT
,,EXHIBIT,,I-/,-J,,[,,[fﬁf,fffﬁ"”"'
" Docket Nos. 4756-15

e . _ ””’f—f.,,
00001 2158315

QA NN=2a
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You can gel a (,opy of thc mles for ﬁhnz, a-petition and A petition fox m by wr mnz, to the 1o!lowm1, adch ess:

Umted Slates ‘Tax Court
-.400 Second Street, NW
Washington, DC 20217

e The Tax Court has a szmphf ed procedure for-small tax cases when the dxspute for bd(.h tax ycm is
$50,000 or less.

af you use this simplified procedure, you cannot challenge the Tax Court's dccrslon You can g g,crti -
_ information on the simplified procedure for small cases from the Tax Coust by writing to thc court at thc B

address above or from the court's internet site at www ustaxcourt gov

+ If you file a petition for multiple tax years and the dispute for any one or more of the tax years exceeds
50,000, this simplified procedure is not available to you. .

" The Law Regardmg Married Couples

“The law requires separate notices for husbands 'md wives, Both must sxgn and file the petition or each must file ] -

a separate, signed petition if this letter is addressed to both husband and w1fe and both want fo petition the Tax
- Court, A

.. _If only one spouse is in bankmptcy at the time this letter was issued or filesa bankmplcy petition after the date
~of this letter, the bankruptoy automatic stay does not prohibit tlre spouse who is not in bankruptcy from filinga -

petition with Tax Court. The bankruptcy automatic stay of the spouse seeking bankruptcy rehet does not extend e

' the nme for ﬂlmg a petition in Tax Court for the spouse who s not in- bankruptcy.

How to File Your Petition Form i
" Send the completed petition foxm, a copy of this letter, and copies of all statements and/or schedules you

received with this letterto the Tax Court at the address above. If more than one tax year is shown above, you I

- may file one petmon form showmg all of the years you are challcngmg

You may represent yourself before the Tax Court, or you may be wpresenled by anyone admmcd to practice

__before the 'I‘ax Couxt

) TimelextsonFilmgaPcmlou
* The time you have to file a petition i m lhe Tax Courlrsset by lawh,,

1. The petition is considered timely filed if the postmark date falls within the pxescnbed 90 or 150 day penodr -
---andthe envelope contammg the pctmon is properly addressed with the correct posiag& o

2 The Tax Court cannot consides- your case if your Tax Court petition is filed late. IRS cannot grant an
~_extension or allow a suspension of the presorlbed deadline, even for reasonable cause. Thus, contacting the

N : chan[,e !he a]iowable period. for filing a petition with the Tax Court._

- If You Agree thh the Notlce of Deficiency
if you decide not to file a petition with the Tax Court, please sign the enclosed Form 4089-B, Notice of

Internal Revenue Service (IRS) for more information, or receiving other couespondencc from the IRS won't-— -

Deficiency - Waiver, and returii it to us at the IRS address on the top of the first page of this letter. Thxs wnll -

- pelmlt us to assess the deﬁclency quickly and can help limit the acoumulanon of interest.

. Letter 531 (Rev. 8-2012)
Catalog-Number40223L_

) 00002

CA NnA>~—
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Ii We Dont Heax from You

If you decide not to 31gn and return. Form 4089-13 z\nd you do not file a petition with the Tax- Court wuhm (he -

__time limit, the law nequuw us to assess and bill you for the deﬁclency af‘ter 90 days from the date of this letter
(150 days 11' thxs Tel(er is addressed to you outside the. Umled Slates) A

- NOTE: If you are a C~corporauon sccuon 6621 (c) of the Internal Revenue Codc requu ¢S that we charge a an
- interest rate two percent higher than the normal rate on corporate underpaymenls in excess of $100,000.

- Information About the IRS Taxpayer Advocate Ofﬁce o -

. The IRS office whose phone number appears at the fop of the noucc can best address and access your tax -
~_information-and help get you answers. You may-be eligible for help from the Taxpayer Advocate Service

~ (TAS) if you have fried to resolve your tax problem through normal IRS channels and have gotten nowhere, or
you believe an IRS pxocedure just isn't worling as it should. TAS is your voice at the IRS. TAS helps taxpayers
whose problems are causing financial difficulty or significant cost, including the cost of professional

~ representation (this-includes businesses as well as individuals). You can reach TAS by calling s the TAS toﬂ (‘ree e

number at 1-877-777-4778 or by contacting thc local Taxpayer Advocate office at:

211 West Wisconsin Ave.
Room. 507
Milwaukee, W1 53203

To leam more about TAS and youx basic tax responsxbxhtxcs, visit www, TaxpayelAdvocate irs. gov.

HowtoContactUs

--You may write or call the contact person whose name, tclephonc number, and IRS address are shown in thc

~ heading of this letter if you need further assistance. If you write, please include your telephone number, the best
times if we need to call you and a copy of this letter to help us identify your account.

If you prefer fo call and thetelephone number is outsxde your loca[ cal[mg, area, there may be a long dxstance o

. charge to you..
~ Keep the original letter for your records.

Sincerely,

JobnA Koskinen

Commissioner

By (O ot
ther J. Yocum S
' Acting Technical Services Territory Manager -

" Enclosures:
Form 4549-A or Form 5278
- Form 4089-B

-Letter 531 (Rev. 8- 2012)
) Catalog Number40223L

00003
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CPage 4

© Continuation Sheet .

‘Interest on Deficiencies o

- Interest on Deficiencies will accrue from the due date of the return until paid.

00004

QA nnv—»
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- Depanment of ihe Treasury — Internal Revenue SeMC% -----. | Symbols

) ' e - Farm. 4089 B

(°°(°b°”999) ] ‘Notice of Deficiency-Waiver - —SE;S;E:TS;MWQ””:::"’ -

e --Name and address of 1axpayer(s) ) - Social Security or Employer Identification Number
o VHClne. .
e 309()HolmgyenWay 7777777w777”"””’"w——w,,,,”i
e . Green Bay, Wisconsin 54304-5736 - o
UmtcdStatce,""'rrr o

'Kinciioifitéimmn”'"""Copytoaumorized,representatlye
| willinm f Meulbroek

~ Income Green Bay, W1 643053819

T DEFICIENCY — ncrease InTaxand Penalles
- Tax YearEnded: - Dcccmbcl:l}!.fzrqut 7 December31,2012 ,D""?"’,“?’c!'gl; 2013
) Deﬂclency Increase in tax 194144200 859309400 . 4,259,288.00
Penaltiess ~ ° :

T See the attached explanation for the above deﬂclencles
I 'consent to the lmmed!ate assessment and oollecuon of the deficiencles (vncrease in tax and penalties) shown above, plus any -
- interest provided by law o o

© 2200 Riverside Drive e

Your Signature ~ ——Jigben - i v g Tt

,SpousesSignature
(If A Joint Return |' - - R T
) (Date signed)

Was Filed) -

" Taxpayer's

,,,Rep,rgsgntatlve' ' . S -
Sign Here - P ) K (Dele slgned)

Corporate Name — —

(Signatire) ey T T T ke slgmad)

If you agroe, please slgn one copy and return It; keep the other copy for your records,

Cat, No. 20000E

T 00005

- Corporate Officers e et '
e SignHere oo (Signature) - (THe) (Dafesigned)- - - - - ..

'"W’W'"s'g""""'"""~'r~~,,,,,,,,,,,,,Eq(m({QSQ;Buo-wgs)
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Instructions for Form 4089 B~

77'77Notc- T

lfyou consent to the assessment of the amounts shown in thns waiver, please sign and return it in ordcl (o hm:t the accumulation of

 intesest and expedite our bill to you. Your consent will not prevent you from filing a'claim for refund (afier you have paid the tax) if
~.you later believe you are entitled to a refund. It will not prevent us from later deter mmmg if nece«saw, (hdl you owe additional tax;
nor will'it extond the time provided by law for cither action. S

- If you later file a-claim and the Internal Revenue Service disallows it, you tnay ﬁ!csu:t for reﬁmd ina (lxstx nct court ot in the United- -
~States Claims Court, but you may not ﬂle a pctmon ‘with the United States Tax Coutt. e

,,;;WhoMnstSlgn - .

If this waiver is t'm any year(s) fot Wthh you filed a joint return, both you and your spouse must sign the original and duphcacc of

TTtooo-—-—- . this form. S(gn your name cxactly as it appcam on the return. If you ave acting unden powcr of attomcy for your spouse, you may su,n )

as agent for hsm or her

- For.an agent or aﬁomcy acnng undcr a powcr of aftorney, a power of atlomcy must bc ﬂcm w»th thus form it not- pxevlously ﬁled

B ; For a person acting in a fiduciary capacity- (cxccutor, administrator, trustee), file Form 56, Notice Concernmg Flduclary
Relatlonshxp. with this form if not preyiously filed. .

_Fora corporanon. emcl the name of the corporauon followed by the signature and title of the officer(s) authouzed to sxgn.

, ,opcional,Paragraphs -

A check in the black to the left of & paragraph befow indicales that the paragraph applies to your situation,

D The amount shown as the deficiency may not be billed, since all or parf of the refund due has been held to
~ offset all-or a-portion of the amount of the def“ c;cncy. The amount that will be billed, if any, 1s shown on

the attached examination report.

- D ~ The amount shown as a deficiency may not be billed, since thé refund due will bie reduced by theamount .~
of the deficiency. The net refund due is shown on the attached examination repott.

~ CatNo. 200008 wwis.gov o : . Form 4089-B (10-1900)
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e —
‘—77,,,,,,777777777777777777 - 77777””””***77——77,,,
E. O
Department of the Treasury — Internal Revenue Service ~ | Symbols

I Form 4089-B .

! C T o Aoeeberiseey - | Notice of Deficiency-Waiver . SE:S:ETSIMW:3

| K . ' Name and addfess of taxpayer(s) Social Securify or Employer (dentification Number- — — — ~ '
”’.”"””ﬂooomlmgmnww”,,,,
T ow GmcnBay.WlsconsmS43045736 e
-~ UnitedStates . : ‘ T T

- Copy to authorlzed representatlve o

WlllmmJMcu(broekr
Income 4,772729Ql§|gclslchnve
nieome Green Bay, W1 643053819~~~

;'”’””*’**77——777:,,,,,7'77 ~ DEFICIENGY = increass In Tax and Penaltles _ o
Tax Year Ended: © December3[,2011 - - December3{,2012 _ December31,2013
1,041,442.00 8,593,094.00 425928800

-~ -- - - Defidlency: Increase In tax

- Penalties e
‘——77,,,,‘_7777777777777777 i T
| 777”’****7——777,,,,77777

ff—7,,,,,7777777777777777777777 o T o - - - -y -

“7 S o :; . T T e SQemeanachedexplanallonforthenboqueﬂclencies
I ' _ lconsent to the immediate assessment and collection of the deﬂclenctes (lncrease in lax and penalttes)shown above, plus any S
" interest provided by taw, e
YourSIgnature —- e e e e (Dote signod]
ps \ S T T

,,,,,,,,,,,,,,,,,spousa&sjgna N : e
( e T T ¥
tu'e T T - - - - -~ _ _ _(Dateslgned) - - - - -
rs,,,,,,,,,,,,,,,,,,,,,,,,,,, 5 .
S T (Dste signedy - - - - - -

’”’””*"**w———fRépmsemaﬁv,e,”
Slgn Here B I e -

77cbfpfofafemmﬁii~—-"~f P - s 77777.77777 |
_— et - ~(Dale slgned) R ; —7 7

ST - --- - -- .. Corporate Officers - -
~ Sign Here ”””’**—(Signaluroj,,,,77777777777(Tltla)
77”(7SI§n5ture) 777777”””(’Fille)f——ff,,,,7777777(17);f7e;§;gjed}

R T T T — - ifyouagres, please sign one gogxapérelurn It; keep the other copy for your records.
o owwwisgov T fom4089-B (roeeey - - -

Cat.No.20000E . -

SA 0080
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e e S,

Form 4521@_-7.4 .

Department of the Treasury-internal Revenue Service - — - - _
| Pagée . —of o
| Return Form No..™ — —

rncome Tax Examination Changes _
(Unagreed and Excepted Agreed)

~ {Rev. March 2013)

Taxpayer Idenﬁf catlon Number

)

1120

" Name and Address of Taxpayer o

T VHC Inc. - -
. 3080 Holmgren way
. \ Green Bay, Wisconsin 54304-5736

| examination

-| discussed..

Person with whom ~

changes were

Perlod End

‘Nameand Title: -~ -~ _ _

Pertod End

- 1. Adjustments to Income

_ Perlod End
12/31/2011 ]

T T12/3%/2012 - | - 12/31/2013
10, 907 594, 00

- a. Bad debts
-b. Interest expense

_ ©. Net operating loss deduction (NOLD)

 29,182,217.00

75;000.00}
$24,190,464,00

1,229,017.00
_ 75,000.00|

69 000 00

P
_ 2. Total Ad]us!ments

-29,357,217.00
(23,544,124.00)

_ '25,502,481,00

456,143.00]

- 25,958,624,00{ - -

4 Corrected Taxable Income -
TaxMe(hod,,_,___'r

Filing Status

5. VTax

3, Taxable Income Per Return or as Previously Adjusted - - - - - _ |

5,713,093.00

1,942,452.00
0.00

8, 005,“518.00
' " 0,00

6,611,563.00
ST - -0.00 -

- 6,611,563.00

6. Additional Taxes / Alternative Minlmum

‘1,942,452.00|

~ 9,0085,518.00

2 Cmrecled Tax Llabully T
8, Less  a, .

777 7 credits - b.- Total Credits (See attached schedule)

,,,c

0.00

d.
9. Balance (Llne 7 Iess total of Lines 8a thru 8d)

10. Plus a.
Other

d.

b,
’TB)(BS"G-”””””””""""'

1 "1,010.00 |
1,941,442,00

6,611,563.00

-14.- Total Corrected Tax Liabllity (Line 9 plus Lines 10a thru 100)

S - -~ _ 12, TolaiTex Shown on Return or as PrevlouslyAdJus(ed
13. Adjustments to: a.

Q.00

- - a,841,442.000 9,

9,085,518.00]
492,424,00

"~ 4. Delflclency-Increass in Tex or {Overassessment - Decrease In Tax)

e ,' {Line 11 less Line 12 adjusted by Lines 13a through 13¢)

I 15. Adjuslmen(s to Prepayment Credits-increase {Decrease) =~
16. Balance Due or (Overpayment) (Llne 14 adjusts(f by Line 15} -

S (Excludinglnteresl andpenalllss) .

10,976,594.00
T 7,913,587.00 - - - - -
18;690,181.,00 -

2,352,275.00

,',

'SA0081
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“Form 4549-
“s- . {Rev. March 2013)

_(Unagreed and Excepted Agreed)

__Department of the Treasury:nterfal Revenue Service -~
Income Tax Examination Changes

- Page_.

of

Name of Taxpayer
VHC Inc.

Taxpayer Identification Number

Return Form No.:

1120

: [ PeriodEnd
| 1273172011

_ Pertod End

PeriodEnd -
T12/31/2013 -

h.
i

= =

_:“3.-

12/31/2012

TN | : A TotalPenalﬂes

- Underpayment allribulable (o negllgence (1981 1987)
A tax addition of 60 percent of the interest due on the.
underpayment will accrue unill It Is pald or assessed.

"~ “Underpayment altributable to fraud: (7981-1987)
A tax addition of 50 percent of the interest due on the
underpayment will accrue until It is paid or assessed,

Uncferpaymant aftributable to Tax Motivated Transactions (TMT).
_Interest will accrue and be assessed at 120% of underpaymem— B
rale In accordance with IRC 6621(¢). - .

R [ N Summary of Taxes. Penames and Interest: -
a. Balance due or (Overpayment) Taxes « {Line 16, Page_ 11
b. Penatties (Line 18) - compufed to 06/11/2015
7776 Inlerest (IRC §.6601) - computed to 06/11/2015
- d. 'TMT Interest - computed {o 06/11/2015 ~~~ {on TMT underpaymenl) |
__ ©. Amount due or refdn'd'-'(sivm'of Lines e, bycandd) -

C - -8;592,004.000

4,259,288,

T 00—

| 4,259,288.00 .

--~ - Ogher information:

- Examiner's Signature: R
o Ngme Employee [O:

Officer -

- Date:

The internal Revenue Service has agreements with slate tax égencles under which Information about federal tax, Including increases or decreases, Is
exchanged wllh lhe sla(es. If this change affects the amount of your state income tax, you should armend your state return by fillng the necessary

~ forms.

after It has baen assessed and four nolices have been Issued to you over a 120-day perlod. -

" Youmay be subjecuo backup wuhhold)ng n‘ you underrepon your interest, dividend, or patronage dlvidend income you earned and do not pay the ]
required tax. The IRS may ordar backup withholding (withholding of a percentage of your dlwdend and/arln!eresfpaymonfs) if thefax remains unpaid .

. Catalog Number 231 10T

- www.irs.gov :

Form 4549-A (Rev. 3-2013)

QA Nnon
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. 1

- Total -~

7 Taxpayer VHC Inc. - e ~ Page of-——
TIN: -“4 Tax Periods: 201112, 201212, 201312

201112 - Income Tax Computatlon

: . B TaxableIncomeperRetumorasCorrecled 571309300 - -
S 2. (a)-Net Capltal Galn (section 1201gain, excess s of NLTCG over NSTCLY for the taxable year _ o000
“(b) "Net Capital Galn of transactions after 12/31/78 and before 111187,
- but no more that Line 2(a) above 0.00
- {¢) Subtract Line 2(b) from Line 2(a) 000
-~ 3. Takablé Income less Net Capital Gain (Line 1 Less 2(a)) o 5713.093.00

Computation of Regular Tax

4 Taxablelncomeperretumorasprevlouslvcorracted(Llne 1) ) 7 571309300
© FORPERIODENDING 125312011

 Surtax | Excess T.. Tax . Surtax / Excess T.l. Tax SurtaxIExde's'sT.l."""rrrTax,,,,,,,,,,_w
S-0% 0% 15% 50,000.00 750000 -
6. 0% T 0% - 25%  25,000.00 . 6,250.00 |
7. 0% % 3% 5,638,093.00 191695200
8% ) 0% % ] -
0% 0% ’ CO3S% - - 000 000 !
10. -5% Additional Tax 11,75000 -
11, 3% Additional Tax ' 000
12, Modifications * -~ S 0.00
13.Subtotal - 94245200

mﬁr'd-’l'éilbh'éf'TiaX'(If""""~~roioooa%_ N  '””'""'""'"""'(xocoo%,,,,,,,,,,,, " '
required) Applicable % ' ' o
14, Regular Tax | + = 1,942,452.00

e

Computation of Altematwe Tax B
15TaxablelncomalessNetCapitalGaln(Llnea) T 5,713,000
(Line 3 o FORPERIOD ENDING ~ 12/31/2004

SUﬂax I Excess T. Tax Surtax / Excess T.l Tax Surtax /Excess T, Tax

16 0% 0% 0% 000 000
7.0 0% R 0% 000 000
CB% - - 0% 0% : 0.00 0.00
19. 0% % 0%
- 20.0% 0% % 000 000
~__21. 5% Additional Tax T R 0.00 ‘
22. 3% Addltional Tax- -~ o000
23.Modifications * . e 0.00
--24.Subtotal S —o

- ProvationofTex(if - N
- required) Appllcable % _00000%- - ... 0.0000% 0.00

25.Regular Tax T T 0.00
26.Tax on net capltat galns
(@) 28% of Line 2(b) for aains after 1986 000
- (b)34% of Line 2(c) e ) 0.00 ‘
T ---27.Total Altemative Tax B 000
- 28.Income Tax (Line 13 or (Lesser of line 13or 25, {f alternative tax is appncable)) 194245200
*  Modlfications to the income tax shown on line-3 of Schedula J. _These lndude hutmay ot be limited to IRC §594, 1291, and 197(f) ltcms

.- "RGS ,V,e,rslprnr 1 6790.00 Date Tax Computation Last Generated ‘ 7 ) - Form CG-4549 -

e . . 00010

QA AA~A~
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. - R
.
v B _—

,TaxpayerVHC!nc - Page - of
TIN i "~ TaxPeriods: 201112, 201212, 201312

201212 -Income Tax Computation o
v 1. TaxableIncomeperRelumorasCorrected ”7'”'””"'""’25.958.624;0077”,,,,

"~ .7 -+ -2. {a) Net Capital Gain (section 1201gain, excess of NLTCG over NSTCL) for the taxable year o600 -
: (b) Net Capital Gain on transactions after 12/31/78 and before 1I1/87

butnomorelhalea2(a)above 000
"(C)SubtraclLlneZ(b)fromLmeZ(a),_ S 000

"4, Taxable Income per return piris;gsi f)féviddsh} corrected (Ling 4y -~ - ... o 25.958,624.00
S ,,FORPERvopENp;NG’"’1'2?3’(/201’2””’***w—

Surtax/Excess T4 . Tax fSurtax,/,E,x,cesé Tl O Tax " Surtax/Excess Tl Tax

s % : 1% 5000000 780000
‘ 6. 0% 0% 25% 25,000.00 625000
T 0% ' ' % 3% 992500000 . 337450000

8. 0% 0% 0%

- ””"’""3:'Faxab!elncomeJeas,NgtCgp{lg[g?iq(Llh'e'1Less2(a))'""'~~~~,,_,__,,____ T 0505862400 B

Computationofiﬁééililéii'fafi””"”’

9. 0% e % """""""'—'r—r—r,,35%,,,,,15,953,524.hb'""'5;5'8'5,'518.00"'"""'
0. S%Addmona!Tax T s000- -

12. Modifications * T 0.00
13$ubtotal - —rr_,,_,,””7”:7”97,085,518.00

Pm-rataonofTax(«f ”””””d,()oco’%"'*f———‘———m,,,,,,,,,”,-r 0.0000% ~
required) Applicable %~~~ -

e

] : - Computation of Altematlve Tax
- - 15 Taxable1nc6me1ess Net Capltal Galn (Line3) . | 25,958,624.00— -

(Line 3) - ] e
R T FOR PERIOD ENDING __ 12/3122012 -

e ,,,”sl:rt:rnrtrlérx'cre_'s's"f.i.'""""Tax"~~VVSurtax,l,Ex(;essT;!;77'""'T'a'x"'""'SurtaxlExeessT.l.,,,,,, Tax

16.0% B R S % 00 000
AT.o% 0% Toe% 000 000

18.0% - - 0% 0% 0.00 0.00

9.0 - 0% 0%

11, 3% Additional Tex B LY. S

~ 14.RegularTex . +=908551800

- 20. 0% - % %00 o000 T

_ 21, 5% Addillonal Tax 0.00

.22, 3%Addllional Tax

000 -

e e

23,Madlficatlons * S
- 24.Subtotal- -

Pro-ration of Tax (f -
required) Applicable %
- - 25.Regular Tax
~------ -~ __26.Taxon net capitaf gains
(a) 28% of Line 2(b) for nains after 1986 .
(b) 34% of Line 2(c) a
27, Total Alternative Tax I
* 28.Income Tax (Line 13 or {Lesser of line 13 or 25, if alternative tax Is apphcable)) T m?_._"li;_ﬁ_s_‘l‘? I
~~ "~ Modificatlons to the Income tax shown on line 3 of Schedule J: These include butmay not be limited to IRC § 504, 1261, and 197(f) tems,

©00000% - oooooaooo

000

RGS Version 160000 Date Tax Computation Last Generated ' -~ -FomCG-4549

QA NNnoa

T om0

000 -



: "Casé'—:r—:1781-'3'7’,187;;’;"D"Qggm’ent':r 15 Filed: 04/15/2019  Pages: 227

" ! “Total -
Taxpayer VHCIne. . ' Page  of -
CIN: ~» R . - Tax Periods: 201112, 201212, 201312
L 201312 - Income Tax Computation -
LR Taxab[elncomeperReiumorasCorrected - e 1889018100
~ 2. (&) Net Capital Galn (secﬂon 1201galn, excess of NLTCG over NSTCL) for the taxable year
(b) Net Capital Galn oy transactions afler 12/31/78 and betore 1I1187
‘bt no more that Line 2(a)above e 0.00
"~ (c) Subtract Line 2(b) from Line 2(a) 000 o 7
3. Taxable Income less Net Capital Galn (Line 1 Less 2(a)) 18.890.181.00
, Combuié{ibh'df RegufarTax--- .. ..
-4, Taxable income per return or as previously corrected (Line 1) : ©18,890,181.00 -
FOR PERIOD ENDING- - 12/31/2013 '
_ §grtéxl-Exk:ess Tk Tax 7 Sdhéxl Excess T.l. Tax . Surtax/Excess T, Tax
5. 0% o ew o TUUIs% 5000000 ¢ 7,50000
6. 0% o . 0% 25% 25,000.00 625000 -
LT 0% 0% ' S 3% 9,925,000.00 3,374,500.00
8. 0% 0% 0%
9. 0% 0% 35% 8,890,181.00 3,111,563.00 N
10, 5% Additional Tax o 11,750.00
11. 3%Additional Tax ~ 100,000.00 ,
12, Modifications * ISR e o000
133ubtota( e o " ' e 6.6“.563-00
Pro-ration ofTax(lf 0.0000% 0.0000% -
~ required) Applicable % ) . e
14.Regular Tax-—— + o = 6,611,563.00

Computatlon of Alternatlve Tax
15. Taxable Income less Net Capual Gain (Line3) L

{LIne 3) ’
N FOR PERIOD ENDING  12/31/2013
Surtax/Excess T~  Tax _ Surtax/Excess T.. " Tax _  Surtax/ExcessT).  Tax . ..
- 16.0% 0% 0% 000 000 — -
17. 0% L % T 0% 0.00 0.00
18. 0% 0% 0% 000 - 000
'1'9 0% . % 0% B
20.0% 0% % . 000 " 0.00
21, S%AddctlonalTax o o
22. 3% Additional Tax -.0.00
23.Modifications *
24, Subfotal 0.00
Pro~ral|onofTax(K :
requlred)Appucame% 0.0000% 0.0000% - -t 0.00
- 25.Regular Tax. + = 000 -

26.Tax on net capltal galns -

(a) 28% of Line 2(b) for aalns aﬂer 1986 -
(b) 34% of Line 2(c) 0.00
© 27.Total Alternative Tax e )
o 28 Income Tax (Line 13 or (Lesser of line 13 or 25, if alternative lax Is appltcable)) T R 6,611,563, 00 !

- Modifications fo the income lax shown on ling 3 of Schedule J. These include bu! may no( be limited to IRC § 594, 1291, and 197(f) tems.

RGS Verslon 16.00.00 Dale Tax,Computation Last Qenerated

00012

OAN "AAA~_

000

~18,890,181.00
peeeeetne——

000 .

000

000

000

~ FormCG-45439 - - -
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Total

Taxpayer: VHd Inc.,
TIN:

--Page of ~

Tax Periods: 201112, zomz' 201312

e

**7*7*’7011142*;’Summ8f¥ of,crﬁdus,,,:,,,,,,,,,,

Description

)

Avdilable -
_PerReturn- -

Avallable

-~ 1. Forelgn Tax (Form 1118)

(F orm 8834)

' 3. General Business (Form-3800) _

"0.00

2 QUallﬂedEleclrIgVehlcle
o -000

0.00

4. Prior Year Minum Tax

-—(Form8827)

-- 5. Credit to Holders of Tax Credll
Bonds (Form 8912) o

'V'V'Vilbriri)'.'dd -

0.00

0.00 000 000 o000

0.00 000 o0 o0

000101000 101000 0.00

000 - o0 - 00 00

i --Total Credits

1,010.00

000 - 101000 _101000 000

Income Tax Before Credits

1,942,452.00

% Th:s amount mcludes any refundable portion aliowed for the Gencral Busmess credxt (Form 3800) and the Prior Year Minimum Tax 7

) credit (Form 8827)

RGS Verslon 16.00.00

Date Tax Computation Last Generated =~~~

©- 00013

QA Nnnon

(b) o @ e
AsCorrected Total Credit Unusédrtrzr'erdit;sf””'
Adjustmants T(a)=(b)] ~~ -~ -Allowed* Ee)~(d)]

000000000 0.00 |



:‘L - 7; ) t»7'7'7'7'7'7'C’a'i'se':'71:8'7-'7'37'7771787'7'7'7'7'7D79Cu ment: - 1’5' T F'il'e'd': N '0'4'/'15/2'0']79 PageS: 227

.

Total -

Toxpayer: VIC oo, i —
. . 77777777777777777777 —

o TIN:

| 201112 - Summary of Credit Adjustments
S

Number  Number _  Entty Amount ot
T S v e ————— 0.00  Prior year minimun tax credit

RGS Version 16.00.00 - Date Tax Computation Last Generated

00014

QA Nnno=—



- Case:18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

- Taxpayer: VHC Ino, | - Page - of

201212 - Summary of Credits o

e B SRS W St
_ Available

Tax Periods: 201 112, 201212, 201312

Available AsCorrected  TotalCrodit- - - Unused Credits S -

Descrlption " Por Return Adjustmants [(a)=(b)] Allowed * (e)=(]
~A-ForelgnTax(Form1118) 000 000 . 000 0.00 0.00 *

- - 2, Qualified Elactrlc Vehicle .

(Form 8634) - 0.00 0.00 o0 000 000

':5.'Gene'rarausmess(Formagooy,,,,,,,,,otopw”” 0.00 . 0.00- ”6,706”'”'"”"'6.00’”'
4. Prior Year Minimum Tax :
ff(Form8827),,,,,,,,___m_r__p.oo_ . o000 - - 000 000 000

. 5._Credit to.Holders of Tax Credit

_Bonds(Form8912) 000 000 0.00° 0.0 BT

. Total Credits . 0.00 000 - 0.00 C000 - 000

Income TaxBefore Credits - - 9,085,518.00 -

% Thls amount includes any refundablc portton allowed for the General Business crcdn (Form 3800) and the Prior Year Minimum Tnx N

B credxt (Form 8827)

“RGS Version 160000 Bato Tax Compulation Last Generated

00015 -

QA nnoo



L avamae . :
__Aowed* _ _ _ {g={d) -

-~ - 4 ProrYearMinimum Tex

-~ Caser18-3718 . Document:.15 “Filed: 04/15/2019  Pages: 227

"'Taxpa)iér:'v}qcine""""""'~~~_,_,,;____7 CPage of - )
CTING . - - -  Tax Periods: 201112,201212,201312

"',f',,,.,,,,,iiiiiiiiiiiiiiiii"201312"-Summaryofoedits————w,”,,,,,,,,,””””

| () L L

@ :
Avallable

As Corrected Total Credit " Unused Credits - -

~ PerReturn -~ - _Adjustmenis [{a)—(0}]

o 7Désicriptilohr T

77’777’77777777707.0677777777‘0‘)0777777770'007777777777:77777777

1. Forelgn Tax (Form 1118}

27 Qua!nﬁedE&eclchehlcle - o - B
(Form8834) - -~ -%600.___ 000 0.00 o
- - - - o 77777””””’**——7,,1,

© 7 7~ 3. General Business(FormaBOQJ R 70'0707—7 - ; ; ; ; 0.00 T

(Form8827) 33834500 3384500 - - - .00 000 0D

7:’ 5CredﬂtoHo)dersofTaxCredlf
Bonds(FormBQTZ)"***””——o.e(},,,,,,,,,q.fo . 0.00

ofalCredits 33834500 33834500 000 000 G

o tacome Tax Before Gredits =  6,611,563.00

* Thxs amount includes : any rcfundablc porhtm allowed for- the GenexalBusmgss credxt (Form 3800) nnd the Pr:or Ycar Minimum Tax -~ - - -
- crcdxt(FonnBBZ']) -
RGS Version 16.00.00 — Dale Tax Computation Last Generated - - - - - - - -~ :7 -

00016 )

SA 0089



- Case: 18-3718 - Document: 15 . Filed: 04/15/2019 ~ Pages: 227

| 7 7 7 o T Tt - - - - - -l
777777777777777777777777777777777 4
‘ T T T T -

f”’7’":7”’"’”’Tﬁaxpayer".VHCfmc_——f”7,,,,,,,,”””' i "Pags of
' TN commssmman ~ Tax Periods: 201112, 20121&201312 R

i 201312 - Domestic Production Aatlvitios Deduction (DPAD)
Form 8903 e

S 77 7 7 1. Olkrelated qualified producllonaellvllleslncoma ,', I ) ;;; :; B 7't ,

2. Qualified production activities income {if zero, skip lines 3 through 11) 251096500 T~ —

3. Income limitation (Taxable income without DPAD) .. 198,116,168.00

4. Enter smaller of line 2 or line 3. lflessthan»o- enter0- ,7727.53707.97657.60’ S
22588700

_ 5. Enter 9%ofhne4 - - oAU
- o000

6. Enter smaller ofllne1or tined4
_ 7. Reduction for orl—related quallr ed production activities Income (enler 3% of line 6) 0.00
w”225.98?.()0,777777777;7‘

8. Sbbtract line 7 from fine 6 : -
””’"7*.**77—77—9F0rmW2waggs . 251853800 .
) -10. Fermw,2wageumuaﬂon(emer50%ofuneg) T oo - 426026000 .
S "l'lEntersmallerefllneﬂotllne1,0,_,_77:iiii””"””’””’*225;987:00——77,,,,,;
l - 12, Domestic production’ activities deduction from cooperatives e
oo

o 13. Expanded affiliated group aliocation .
. i - 14. Domestic production activities deduction (combine Jines 11thru13) 225,987.00 -

) 1 Oll-related qualofed production activiies income - - - -~ - - S f 000
_2. Qualified productlon activities.Income (if zero, skip llnes$through11) S 727.5710.9675.()01 i o
R 3. Income llmlta,tlonr(Al(ernatlve Minimum Taxable Income wllhoutDPAD)f -— - ~ 6,735,192.00
-~~~ -, -~ 4. Enfersmaller of ling 2 or line 3. If less than -0-, enter -0- 2,510,965.00
-5 Enler 9%oflined ' . 20588700
ooo

S~ & Entersmallerofline 1 orline 4 N
- o0

- 7. Raduction for oil-related qualifled p;oductlon actlvllles lncome (enler 3% of ling 6) - .
S - o 22Be8T0O0 - - -

o ‘8. Subtractiine 7 fromlines .~
T g FormW-2wages - ) S 2515,638.00

- 10. Form W-2 wage fimitation (enter 50% of lin 9) 125926800 - -

i1 Entersmallerofine8orfne0 - - 22508700 -

© 12. Domesflc production activities deduction from cooperaives ) ; 7 : : S X

: 000 -

13 Expandedafflla(edgroupaﬂocaﬁon - e
' 225,987.00

14. Alternative minimum tax DPAD {combine lines 11 -thry 13)7 — . 22
226887.06

_ 16, Regular tax DPAD )
16. Allematlve mmlmum  tax DPAD preference item (line 15 less llne - - _____ 000 o

R 17. Alternative mlnlmum lax DPAD preference itom per return- ~ 88,906.00
T T e e 718.7Ad1usiment,tq DPAD prgfgrgrlcg l}erp {line 16 less line 17) - - {88906.00)

T s sem——mms s T 00017 e

SA 0090



- _ Page  of -
" Tax Periods: 201112, 204212,201312 _

o ] Taxpayer: VHC Inc,
A L Tt ST - - - 201112~ Summary of Additional and pghgﬁ'liages

. RO B R
e . ' , Additional and Other Taxes — —
L © T 7T - - - - - . hdditionaland Other Taxes As Corrected
S . pesedption” - - - — - PerRetum " Adjustments | - - - Ha v - -

1. Personal Holding Company Tax ~ 0.00 000 . 000
2. TC/Recaplufe Taxes~ ~ ~ — — — — — — — — _ _ _ _ __ 0.00 0.00

S ‘3. Win Credit Recapture Tax
S 4.7A;(e7rn7aﬂ:/eiMiln;n;ur;ﬂi’a;i7777777777777 I 2 ’7* - :0:007:— R 77{20707 7

R - - SEnvlronmentaITax o
—— ; ; 7(75.77Min7l7m7ﬁrprTégg;\f[éf?}ehcé Rems S
oooooo

7. Accumulated Earnings Tax

. ~Yotal Additionat and Other Taxes

" Date Tax Computation tasl Genersted .~

000 - - 000



-~ Case:18-3718 -~ Document: 15~ Filed: 04/15/2019

Pages: 227

. . = T T T T T T S e e e
- - s 2T - - = o
e T
R - - - - - - - - -
- - - - = - - — - -
o |

e Total - - e
- Tewpayei¥VHCIRC. . 0 -~ - - - - - - - _ _ _ _ Page of o
S T OTING - (e - - - - Tax Periods: 201 112, 201212,201312 _ ~ ~ ~ = |
L ——e—es : T
. . 201212~ Summary of Additional and OtherTaxes = =~~~ ‘

- ——
|

e e e e

- — — _Additlonal and Other Taxes .

- 7’ B B - hddltl'onm and Other Taxes - - - - . _ As Corrected _ -
_Desciption -~ ~ — — — - — —_— PecRoturn_ _  _ _-Adjustments - el o)
,,,,,,,,,0'0&7777770,00,,;,,,gvoo,,,,,,

. 7Pegsioq;| }j;lq;)giéoinipaay Tox

- - - - - - _ 9000 _ _ 000

2. ITC/Recapture Taxes
000 000 - o000

3, Win Credit Recapture Tax

- - -~ 4 Aternative Minumum Tax f 733777-3?7596 S (@@umsey - - - o 000 - - - o o

,ﬁ,,,,,,,,1)'00,,,,,','9_09,,,,,,0.00,,,,,,

_ b. Environmental Tax -

0.00 - - 0,00 ] - 0,00

000

_ 6. Minimum Tax on Preference ftems

- 7. Accumutated Earnings Tax~

33733500 T (337335000 0 - - 000 - - - - J—

7 " Total Additional and Other Taxes — — — — — T

- 1
e e - |
T 0
e ——
el i
77777777777777777,7,7,,,,,,,,,,,,,,,,,,,,,,,,,,,,J‘
S 777>777777777777777777777777771
L _ RGS Version 16.00.00 Date Tax Computation Last Generated ‘
,,,,,,,,.,,,,,,,,,,,,,,,,,,,4
7777777777777777777777;;77777777777777777777777\
) o ) ) .,777777777777777777777771

e " 00019 7 7 7

SA 0092
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9

;'

- - — 4

| I
|

Pages: 227

 SA0093

- Document: 15 = Filed: 04/15/2019 -
) A -
- 7 - ) ) Total o : l l l :
Taxpayer: VHG Inc. - - - - = - - = - - - Page of
- T Lo — = _Tax Periods: 201112, 201212, 201312 -
o 201312 - Summary of Additional and Other Taxes S
o - R € T () e (. E
) - - - - - - - - - - - - - - - = _  Additional and Other Taxes
-~~~ pdditional and OtherTaxes — — _AsCorrected
T ~ Description - - - _PerRefura _ Adjustments [ (a)+ ()] .
1. Personal Holding Company Tax -0.00 - - - 000 - - _ _ 000 R ;
"2, ITC/Recapture Taxes — -~ — — — — — — — — — 000 _ _ 000 000 o
© 3. Win Credit Recaptura Tax 0.00 Y 0.00 |
"~ 4 Alternative MinumumTax 0.00 o0 - - - - 600 - - -
5. EnvionmentalTax 000~ — — 00— -~ — - 000 _
7 776.7 7Mlhrimh7n]"rax'onP.referencellems .00 - - 000 - _ _000
7. Accumulated Earnings Tax 0.00 000
—  Total Additional and Other Taxes. — _  _  _ _ 000 000 - — 000 - — - -
o . [ T 4
. e
- i
_ B - ) - .
. e
. ) B
B ) . ) e
e SR
_ _ T = 7]
- - S s s e = = - - - - 77 77 77 77|J
i ST T T T T T T T T s s s e s e e e 1y
_ RGS Verslon 16.00.00 Date Tax Computation Lest Generated - - - - - - - - — — — _ _ 7(1
. o020 T e



Case: 18-3718.- Documeﬂt: 15 -~ Filed:04/15/2019 -Pages:227

_ _ Form 8 876“A'7
{Rev. Janvary
— — —1994)886-A — — —

77EXJ’7LA1\|7\TI55N OFITEMS ~ — — | — — — — —

- Nrune of Faxpuyer— - - - -

T VHC Inc. - - - -

- [ Taxpayer entification Nuinber

Year/Period Gnded

J%d Ee?)ts o

— Tax Period
2011
2012
2013

— PerReturn
~ $29,488,563.00

$1,402,481.00

$11,542,497.00

Per Exam
$306,346.00

 Adjustment
$20,182.217.00

$173,464.00  $1,2290017.00
$634 903.00 -

$10,807,594.00

201112,201212.201312

t is determlned (ha( you did not establish that the amounts of $29,182,217.00; $1,229,017.00; and $10,907,694,00,
deducted on your 2011,-2012 and 2013 returns, respectively, were bad debts arising from a true debtor-creditar -
) relationship. Accordingly, your income for the taxable years-ending December 31, 2011, December 31, 2012 and_
— — —Deceinber 31, 2013 Isincreased by the amounts of $29,182,217.00; $1,229,017. 00 and d $10,907,594.00, respectively.

Altemahvely, you have failed to establish that the debts were wholly or partially worthless during the tax years 2011,
2012 and 2013, and, therefore, no bad debt deductions are allowed.- Accordingly, your-income for the taxable —
- ﬂ/ear&endlng December 31, 2011, December 31, 2012 and December 31, 2013 is mcreased by the amount of
_ " $29,182,217.00; $1,229,017.00; and $10,807,594.00 respectivaly,

~ Interest expense

.. : 2011

2012 -

Tax Period _

_ Per,Re}urn
$3,981,977.00

- $3,268,567.00

) 7Pe,r E;am
$3,906,977.00

- $3,193,667.00

B Adjugtmenf
$75,000.00
$76,000.00

oo o = 2013 - 51,811,316.00 — | $1,742,316.00 _ _$69,000.00

Since you did m;t estaglish tTmt the business ;xpenge shown on your tax return was pald or incurred during the —
taxable year and tha( the expense was ordinary and necessary o yourbuslness we have disaliowed the amount— —
shown, - . - - _ - _ _ _

Net operating loss deduction (N@LD) B -

_ Adjustment -
- $24,198,464.00

— PerExam-—
$0.00

Tax Pertod — Per Return— —
- _ 2012 $24,198,464.00

~ Since the net operating loss on which this carrybacharryoverrbased was disatfowed or decreased, the— — —
carryback/carryover was disaliowed in the amount shown. - - . . _ . )

7Cred7lt for prlor year minimﬁum tax

— TaxPeriod
2011

2013

; Ta;LPeri;Ld
2013

DPAD Alt Min tax preference item -

—  Per Rétum —

Per Retum
$88,906.00

$338,346.00

“ lndicatas no "Per Return® or "Per Exam"’a_rr_\ounl’was entered for this adjustment. —

~PerExam __

o $0,00

$0.00 ~ $338,345.00 -
PerExam  Adjustment

$0.00 —

_Adjustment_

{$88,906.00)

Department. of the Treasury - Internal Rovenue Service

T Form 886-A (ivesy — - - -

'SA 0094
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T GEe PR

ise with the following services:  UPS Next Day Alr®

Ch

fhts m!vc:l(ipe s fo

: UPS Worldwlde Express®
' i UPS 2nd Day Air®
- e — -
, L . R --- o
- /,:A -
. o e z . ents
Visit ups.com® or [¢] o L to
to schedule a pick ~ ] —— P-
P ] —
7% Domestic Skipments e
« To qualify for the Lelter ___—_._
-7 correspondence, urgen E N -
. weigh 8 oz. o less. UP v = H
those listed o weighin =~ 2 = . — H
International Shipment 12 8 AE’ ——— §
+ The UPS Express Eavel w ] N i | e %
value, Certain countel - o = - S |
ups.com/importexpor [l — 4 g 2 e ————— §
: ) SER: Do | —— s N
« To qualify for the Lette h OzZ0 > o | a————— g Ne
UPS Express Envelopes Cb\ e ‘{ i a < ; —_—— ‘9 8
Note: Express Envel N ng Al —= ]
: Express Envelope —NE 7 | ———— - N
. containing sensltive vy 2\ wn5 o P 3
or cash equivalent. N T s 38 q [G HE I — g
! <& S53% ol —— g
225 L. naSE B = 5
. géau gﬁu_:gmm Z‘z’ _—— :\'. -;
ngg 85g% I o ¢
gg,-; 288588 g g,
a2 - ] 2
B o IS R 1
; |
|
1. ¢
i
[ ) : hups://www.cmnpusslnp.ups.cuxnlcsh1p/creat?AcuonOnngmFdefau]t_PrintWindow... 8/23/2015
v . - ) R . o Voo,
; i *r by 0
W -
;- Use Uits envaiofh vty shinping desumsnts pinted o kfaset ]
5e or tnkjet peintar oe slaln papen
EE
3% 4
lh-l—-——m l _&é‘ - 1
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LOAN EXTENSION AGREEMENT

THIS LOAN EXTENSION AGREEMENT (“Agreement”), dated as of the 30th
day of September, 2002 is by and among VHC, INC., a Wisconsin corporation ("VHC"),
SPIRIT FABS, INC., a Wisconsin Corporation ("'Spirit Fabs"), BEST BUILT, INC.
("Best Built"), a Wisconsin corporation, SPIRIT CONSTRUCTION SERVICES, INC., a
Wisconsin corporation ("Spirit Construction"), RAYMOND VAN DEN HEUVEL ("Ray
Van Den Heuvel"), RONALD VAN DEN HEUVEL ("Ron Van Den Heuvel"), DAVID
VAN DEN HEUVEL ("David Van Den Heuvel"), STEVEN VAN DEN HEUVEL
("Steve Van Den Heuvel"), TIMOTHY VAN DEN HEUVEL ("Tim Van Den Heuvel"),
RAYMOND VAN DEN HEUVEL, Il ("Ray Van Den Heuvel II"), GUY PIONTEK,
CRAIG KASSNER, WILLIAM BAIN and ASSOCIATED BANK, N.A. (the "Bank").
VHC, Spirit Fabs, Best Built and Spirit Construction are hereinafter referred to
collectively as the "Borrowers." Ray Van Den Heuvel, Ron Van Den Heuvel, David Van
Den Heuvel, Steve Van Den Heuvel, Tim Van Den Heuvel Ray Van Den Heuvel 11, Guy
Piontek, Craig Kassner and William Bain are hereinafter referred to collectively as the
"Guarantors." - -

( RECITALS

A.  VHC is indebted to the Bank under a Business Credit Agreement dated
May 10, 2002 in the stated principal amount of $251,670.55 ("VHC Facility #1"), a
Business Note dated February 1, 2002 in the stated principal amount of $503,171.63
("VHC Facility #2"), a Business Note dated February 1, 2002 in the stated principal
amount of $304,732.92 ("VHC Facility #3"), a Business Note dated September 29, 1999
in the stated principal amount of $1,400,000.00 ("VHC Facility #4"), a Business Note
dated January 16, 2002 in the stated principal amount of $2,000,000.00 ("VHC Facility
#5"), a Business Credit Agreement dated July 1, 2001 in the stated principal amount of
$3,000,000.00 ("VHC Facility #6"), a Business Note dated March 9, 2002 in the stated
principal amount of $6,662,345.93 ("VHC Facility #7"), a Business Note dated August 2,
2001 in the stated principal amount of $2,000,000.00 ("VHC Facility #8") and a
Mortgage Note dated November 12, 2001 in the stated principal amount of $3,000,000.00
("VHC Facility #9"). As of September 30, 2002, the amounts owed the Bank by VHC
under the foregoing were as follows:

Principal Interest
VHC Facility #1 $ 238,580.93 $ 1,010.87
VHC Facility #2 $ 474,366.28 $ 2,677.71
VHC Facility #3 $ 287,260.02 $ 1,621.54
VHC Facility #4 $1,238,942.31 $ 8,266.86
VHC Facility #5 $2,000,000.00 $20,055.56
VHC Facility #6 $2,275,000.00 $ 8,764.45

MW\B97100MDI:MDI 09/12/02 Exhibit 542-J
o Docket No. 4756-15
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VHC Facility #7 $6,341,045.08 $24,134.82
VHC Facility #8 $1,571,775.67 $ 5,397.25
VHC Facility #9 $3,000,000.00 $10,270.84
B. Pursuant to certain General Business Security Agreement[s] dated

October 1, 1990 and August 1, 1995 from VHC to the Bank, all of the obhgahons of
VHC to the Bank (the "VHC Obhgatlons") are secured by a security interest in and lien
upon all of the assets of the VHC described in such security agreements. Pursuant to a
General Business Security Agreement dated November 12, 2001 from VHC and Spirit
Fabs to the Bank, all of the VHC Obligations are secured by a security interest in a lien
upon the assets of VHC and Spirit Fabs described in such security agreement.

C. Pursuant to the mortgages from VHC to the Bank described below, the
VHC Obligations are secured by mortgages on the real property described in such
mortgages:

Location of

Date Property
January 13, 1992 Village of Ashwaubenon, Brown County, WI
November 14, 1996 Village of Ashwaubenon, Brown County, WI
November 14, 1996 Village of Ashwaubenon, Brown County, WI
July 25, 1997 Village of Ashwaubenon, Brown County, WI
July 25, 1997 Village of Ashwaubenon, Brown County, WI
October 24, 1997 City of DePere, Brown County, WI
March 9, 1999 Faulkner County, AR
July 15, 1999 City of DePere, Brown County, W1
May 3, 2000 City of DePere, Brown County, WI
November 12, 2001 Village of Wrightstown, Brown County, W1
May 10, 2002 Village of Ashwaubenon, Brown County, W1

The VHC Obligations are further secured by an Assngnment of Leases and
Rents from VHC to the Bank dated May 10, 2002.

D. . Pursuant to certain Continuing Guarant[ies] (Unlimited) dated August 1,
1995, and February 1, 1999, and a Guaranty dated November 12, 2001, each of the
Guarantors and their spouses guaranteed payment of all of the VHC Obligations to the
Bank.

E. Spirit Fabs is indebted to the Bank under a Business Note dated November
12,2001 from Spirit Fabs to the Bank (the "Spirit Fabs Note"). As of September 30,

2002, the amounts owed the Bank by Spirit Fabs under the Spirit Fabs Note were as
follows:

MWAB97109MDI:MDI 09/12/02 2
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.
- . ‘
' .

Principal ' Interest
Spirit Fabs Note - $4,000,000.00  $13,694.45

F.  Pursuant to a General Business Security Agreement dated August 1, 1995 -
from Spirit Fabs to the Bank, all of the obligations of Spirit Fabs to the Bank (the "Spirit
Fabs Obligations") are secured by a security interest in and lien upon all of the assets of
the Spirit Fabs described in such security agreement. Pursuant to a General Business
Security Agreement dated November 12, 2001 from VHC and Spirit Fabs to the Bank, all
of the Spirit Fabs Obligations are secured by a security interest in a lien upon all of the
assets of VHC and Spirit Fabs described in such security agreement. '

G.  Pursuant to the mortgages from VHC to the Bank described below, the
Spirit Fab Obligations are secured by mortgages on the real property described in such

mortgages: :
' Location of
Date Property
November 14, 1996 Village of Ashwaubenon, Brown County, WI
November 14, 1996 Village of Ashwaubenon, Brown County, WI
November 12, 2001 Village of Wrightstown, Brown County, WI -

H.  Pursuant to certain Continuing Guarant{ies] (Unlimited) dated August 1,
1995 and February 1, 1999, and a Guaranty dated November 12, 2001, each of the
Guarantors and their spouses guaranteed payment of all of the Spirit Fabs Obligations to
the Bank. '

L. Best Built is indebted to the Bank under a Business Credit
Agreement from the Best Built to the Bank dated July 1, 2001 (the “Best Built
Agreement”). As of September 30, 2002, the amounts owed the Bank by Best Built
under the Best Built Agreement were as follows:

Principal Interest
Best Built Agreement $600,000.00 $2,542.33
J. Pursuant to a General Business Security Agreement dated February 1, 1999

from Best Built to the Bank, all of the obligations of Best Built to the Bank (the "Best
Built Obligations") are secured by a security interest in and lien upon all of the assets of
the Best Built described in such security agreement.

K.  Pursuant to two Real Estate Mortgage[s] dated November 14, 1996 from
VHC to the Bank, the Best Built Obligations are secured by mortgages on real property
located in the Village of Ashwaubenon, Brown County, Wisconsin.
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L. Pursuant to certain Continuing Guarant[ies] (Unlimited) dated August 1,

1995 and February 1, 1999, each of the Guarantors guaranteed payment of all of the Best
Built Obligations to the Bank. :

M.  Pursuant to a Continuing Guaranty (Unlimited) dated February 1, }999
VHC guaranteed payment of all of the Best Built Obligations to the Bank.

N. Spirit Construction i is indebted to the Bank under a Business Credit
Agreement from the Spirit Construction to the Bank dated July 1, 2001 (the “Spirit
Construction Agreement”). As of September 30, 2002, the amounts owed the Bank by
Spirit Construction under the Spirit Construction Agreement were as follows:

Principal Interest
Spirit Construction
Agreement $800,000.00 $3,706.85

0. Pursuant to a General Business Security Agreement dated February 1, 1999
from Spirit Construction to the Bank, all of the obligations of Spirit Construction to the
Bank (the "Spirit Construction Obligations") are secured by a security interest in and lien
upon all of the assets of the Spirit Construction described in such security agreement.

P. Pursuant to two Real Estate Mortgage[s] dated November 14, 1996 from
VHC to the Bank, the Spirit Construction Obligations are secured by mortgages on real -
property located in the Village of Ashwaubenon, Brown County, Wisconsin.

Q. Pursuant to certain Continuing Guarant[ies] (Unlimited) dated August ll,
1995 and February 1, 1999, each of the Guarantors guaranteed payment of all of the Best
Built Obligations to the Bank.

R. Pursuant to a Continuing Guaranty (Unlimited) dated February 1, 1999,
VHC guaranteed payment of all of the Spirit Construction Obligations to the Bank.

All of the notes, credit agreements, security agreements, mortgages,
assignments of leases and rents, guaranties and other documents described above and all
instruments, notes, agreements, mortgages, guaranties and other documents evidencing,
securing, guaranteeing, related to or executed in connection with any of the foregoing,
any obligation of any Borrower or Guarantor to the Bank, or this Agreement are
hereinafter referred to collectively as the "Loan Documents.”

S. The Borrowers and Guarantors have requested that the Bank extend the
maturities of certain obligations of the Borrowers to the Bank, and the Bank has agreed to
do so subject to the terms and conditions set forth herein.
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NOW THEREFORE, in consideration of the Agreements and undertakings
contained herein and for other good and valuable consideration the receipt and
sufficiency is hereby acknowledged, the parties hereby agree as follows:

1. Acknowledgments. The Borrowers and Guarantors acknowledge and agree
as follows: - '

(a)  Recitals. The above recitals are true and correct.

(b)  Acknowledgment of Indebtedness. That as of the date hereof, (i) the
Borrowers are indebted to the Bank in the amounts set forth above plus all interest
accruing after such date and all fees, costs and expenses, if any, as provided in the Loan
Documents; (ii) all such amounts are owing, without offsets, deductions, counterclaims,
or defenses of any kind or character whatsoever; and (iii) the liens, security interests,
mortgages and assignments granted to the Bank constitute valid and enforceable liens,
security interests and assignments as to which the Borrowers and Guarantors have no
offsets, deductions, defenses, or counterclaims of any kind or character whatsoever.

(c)  Preservation of Rights and Remedies. Except as expressly provided
for herein, all of the Bank’s rights and remedies available under the Loan Documents and
at law and in equity remain unchanged and available without restriction; the terms of the
Loan Documents remain unchanged and in full force and effect and have not been
amended, modified, or changed whether orally or in writing, except as expressly
modified herein; and the and the obligations of each of the Borrowers and Guarantors to
the Bank are not released, impaired, diminished or amended as a result of the execution
and delivery of this Agreement or by any subsequent undertakings of the parties.

(d) Compliance With Loan Documents. The Bank has fully and timely
performed all of its obligations and duties to each of the Borrowers and Guarantors and
has no obligation to (and has made no representations of any kind that the Bank will)
extend any other financial accommodations to any Borrower or Guarantor not expressly
contemplated by this Agreement

(e)  Corporate Power: Authorization. Each of the Borrowers has the
corporate power, and has been duly authorized by all requisite corporate action, to
execute and deliver this Agreement and to perform its obligations hereunder.

(f)  Guaranties. Each of the Guarantors and VHC reaffirms that their
obligations under their respective guaranties to the Bank remain in full force and effect,

without offsets, deductions, defenses, or counterclaims of any kind or character
whatsoever,
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2. Extension of Maturities. The Loan Documents are hereby amended such

that the maturity dates of each of VHC Facility #4, VHC Facility #5 and VHC Facility
#6, the Best Built Agreement and the Spirit Construction Agreement are hereby extended
to February 2, 2004. The Borrowers shall continue to make monthly payments to the
Bank as provided in the Loan Documents. .

The Bank hereby waives all defaults currently existing under the Loan
Documents. This is a limited waiver and applies only to existing defaults. Nothing
herein shall be construed as a waiver of any other term or condition of the Loan
Documents, nor shall this waiver be construed as a commitment on the part of the Bank
to waive any subsequent defaults or the continuation of existing defaults. Except with
respect to the limited waiver described above, the terms and conditions of the Documents
shall remain in full force and effect

3. Conditions to Effectiveness of Amendments to Loan Documents. The
amendments to the Loan Documents in section 2 shall not become effective until the
following conditions have been satisfied:

(a)  Closing Certificates. Each of the Borrowers shall have delivered to
the Bank copies, certified by the Secretary of each to be true and correct and in full force
and effect as of the date hereof and in form and substance satisfactory to the Bank, of
(1) resolutions of the Board of Directors of such entity authorizing the issuance, execution
and delivery of this Agreement and all documents executed in connection herewith to
which such corporation is a party; and (ii) a statement containing the names and titles of -
the officer or officers of each entity authorized to sign such documents.

(b)  Debt Subordination Agreements. Each of the Borrowers and VOS
Electric, Inc. shall have executed and delivered to the Bank a Debt Subordination
Agreement, in the form of Exhibit A attached hereto, with respect to any and all debts
owed to such entity by Partners Concepts Development, Inc., Custom Paper Products,
Inc., Oconto Falls Tissue, Inc. or Tissue Products Technology Corporation, Inc.

4, Covenants of the Borrowers and Guarantors. In addition to the covenants
and agreements set forth in the Loan Documents, the Borrowers and Guarantors covenant
and agree as follows:

(a)  Replacement of Letter of Credit #2. Ray Van Den Heuvel shall use
his best efforts to cause Tissue Products Technology Corporation ("TPTC") to (i) replace
that certain Letter of Credit No. DC 2667 in the amount of $2,400,000 (the "Letter of
Credit") with a letter of credit from a financial institution other than the Bank, (ii) provide
to the Bank, in form and substance satisfactory to the Bank, a back-up letter of credit in
the amount of $2,400,000 from a financial institution acceptable to the Bank, naming the
Bank as beneficiary, or (iii) pledge to the Bank on the terms and conditions set forth in
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the Coliateral Pledge Agreement attached hereto as Exhibit B, cash collateral in the
amount of $2,400,000 to secure TPTC's reimbursement obligation to the Bank with
respect to the Letter of Credit, on or before December 31, 2002.

(b)  Annual Reviewed Financial Statements. Each of the Borrowers
shall furnish to the Bank on or before March 31 of each year a balance sheet of such
entity as of the close of such fiscal year and related statements of income, retained
earnings and cash flows for such year, setting forth in each case in comparative form
corresponding figures from the preceding annual audit, all in reasonable detail and
satisfactory in scope to the Bank, prepared in accordance with GAAP applied on a
consistent basis, reviewed by a firm of independent certified public accountants selected
by such entity and satisfactory to the Bank. Each such annual statement shall be
accompanied by a written statement by an authorized officer of such entity certifying that
there exists no Event of Default or, if there exists an Event of Default, specifying the
nature of the Event of Default, the period of existence thereof and the action such entity
proposes to take with respect thereto.” All such financial statements, and the financial
statements described in section 4(c), shall be furnished in consolidated and consolidating
form for each of the Borrowers and all consolidated subsidiaries, if any, which they may
at the time have. . :

(¢)  Monthly Financial Reporting. Each of the Borrowers shall furnish to
the Bank within 45 days after the end of each of the first three quarters of such entity's
fiscal year a balance sheet of such entity as of the end of each such period and related
statements of income and retained earnings for the period from the beginning of the fiscal
year to the end of such quarter, prepared in the manner set forth in section 4(b) hereof for
the annual statements, certified, subject to audit and normal year-end adjustments, by an
authorized financial officer of such entity and accompanied by the certificate of such
officer to the effect that there exists no default under the Loan Documents or Event of
Default or, if any such default or Event of Default exists, specifying the nature thereof,
the period of existence thereof and what action such entity proposes to take with respect
thereto

(d)  Other Financial Information. Each of the Borrowers and Guarantors
shall furnish to the Bank promptly upon request, such other financial information as the
Bank may from time to time reasonably request.

(e)  Transactions with Affiliates. None of the Borrowers shall enter into
or be a party to any transaction with any Affiliate (as defined below) except as otherwise
provided herein or in the ordinary course of business and upon fair and reasonable terms
which are no less favorable than a comparable arm's length transaction with an entity
which is not an Affiliate. For purposes of this Agreement "Affiliate" means (i) any
person, corporation, limited liability company, or other entity directly or indirectly
controlling, controlled by or under common control with any of the Borrowers or
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Guarantors, (ii) any director or officer of any of the Borrowers or any corporation, limited
liability company or other entity directly or indirectly controlled by any director or
officer of any of the Borrowers.

()  Accounts. Except for the one account currently maintained by Spirit
Fabs at Capital Bank/Johnson Bank (the "Capital Bank Account"), each of the Borrowers
shall at all times prior to paying all of its obligations to the Bank in full maintain all
checking, operating, transaction and deposit accounts with the Bank. With respect to the .
Capital Bank Account, within 90 days of the execution of this Agreement, Spirit Fabs
shall either (i) deliver to the Bank a Deposit Account Control Agreement in the form of
Exhibit C attached hereto duly executed by Capital Bank/Johnson Bank or (ii) pay to
Capital Bank/Johnson Bank the full amount of Spirit Fabs' obligations to Capital
Bank/Johnson Bank, close the Capital Bank Account and maintain all of its checking,
operating, transaction and deposit accounts with the Bank.

(g2) Notice of Adverse Claims, Etc.. Each of the Borrowers and
Guarantors shall immediately notify the Bank of any lawsuits, judgments, levies,
attachments, garnishments or other actions brought against such party.

(h)  Compliance with Loan Documents. Exccpt' as expressly set forth
herein to the contrary, each of the Borrowers and Guarantors shall at all times comply

with its obligations and duties under the Loan Documents.

5. Grant of Security Interest in Deposit Accounts. As security for all of the
obligations of the Borrowers and Guarantors to the Bank, whether now existing or

hereafter arising, including, without limitation, all obligations under this Agreement or
the Loan Documents, each of the Borrowers hereby grants to the Bank a security interest
and lien in all deposit accounts of such entity and all proceeds thereof. The Bank hereby
acknowledges that Spirit Fabs currently maintains the Capital Bank Account and that
until such time as Spirit Fabs either (i) delivers to the Bank a Deposit Account Control
Agreement in the form of Exhibit C attached hereto duly executed by Capital
Bank/Johnson Bank or (ii) closes the Capital Bank Account and moves such account to
the Bank, the security interest granted to the Bank in the Capital Bank Account may be
subject to the security interest of Capital Bank/Johnson Bank.

6. Events of Default. The occurrence of any of the foregoing shall constitute
an Event of Default under this Agreement:

(a)  Failure to Comply with Agreements. The failure of any Borrower or
Guarantor to comply with any term, covenant, or agreement contained in this Agreement,
any of the Loan Documents; or
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(b)  Entry of Final Judgments. A final judgment is entered against the
any Borrower or Guarantor which, together with all unsatisfied final judgments entered
against all Borrowers or Guarantors, exceeds the sum of $50,000, and such judgment
shall remain unsatisfied or unstayed for a period of 60 days after the entry thereof; or

(c)  Death of Ray Van Den Heuvel. Ray Van Den Heuvel dies and a
replacement guarantor acceptable to the Bank in its sole discretion is not found within 90
days; or :

(d) . Insolvency, Failure to Pay Debts or Appointment of Receiver, Etc.
Any Borrower or Guarantor becomes insolvent or the subject of state insolvency

proceedings, fails generally to pay its debts as they become due or makes an assignment
for the benefit of creditors; or a receiver, trustee, custodian or other similar official is
appointed for, or takes possession of any substantial part of the property of, any Borrower
or Guarantor and such receiver, trustee, custodian or other similar official is not
discharged within 45 days; or

(e)  Subject of United States Bankruptcy Proceedings. The taking of
action by any Borrower or Guarantor to authorize such organization or individual, as the

case maybe, to become the subject of proceedings under the United States Bankruptcy
Code; or the execution by any Borrower or Guarantor of a petition to become a debtor
under the United States Bankruptcy Code; or the filing of an involuntary petition against
any Borrower or Guarantor under the United States Bankruptcy Code which remains
undismissed.for a period of 45 days; or the entry of an order for relief under the United
States Bankruptcy Code against any Borrower or Guarantor; or

(H) Default under PCDI Loan Extension Agreement. The occurrence of
an Event of Default under that certain Loan Extension Agreement dated as of the date

hereof by and among Partners Concepts Development, Inc., Custom Paper Products, Inc.,
Oconto Falls Tissue, Inc., Tissue Products Technology Corporation, Ronald Van Den
Heuvel, VHC, Inc. and Associated Bank. '

The occurrence of an Event of Default hereunder shall constitute an event-
of default under each of the Loan Documents. Upon the occurrence of an Event of
Default, and in the case of defaults under section 6(a), the failure of the Borrower or
Guarantor to cure such default within 10 days of written notice of such default having
been given by the Bank in accordance with this Agreement, (i) as to the events described
in sections 6(a) through 6(c), the Bank may, at its option and without notice, declare the
VHC Obligations, Spirit Fabs Obligations, Best Built Obligations and the Spirit
Construction Obligations to be, and such obligations shall thereupon become,
immediately due and payable, together with accrued interest thereon; and (ii) as to the
events described in sections 6(d) and 6(e), such obligations shall, without action on the
part of the Bank or any notice or demand, become automatically due and payable,
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~ together with accrued interest thereon. Presentment, demand, protest and notice of

acceleration, nonpayment and dishonor are hereby expressly waived. Upon the
occurrence of an Event of Default, the Bank shall have right to exercise any and all
contractual, legal and equitable rights and remedies.

7. Waiver and Release of Claims. Each of the Borrowers and Guarantors, for
themselves, and each and all of their respective shareholders, officers, directors, |
employees, members, trustees, agents, successors and assigns, do hereby each fully,
unconditionally and irrevocably waive and release the Bank, its officers, employees,
agents, directors, affiliates, attorneys, successors and assigns, of and from any and all
claims, liabilities, defenses, counterclaims and setoffs of any kind, whether known or
unknown (whether in contract, tort, statute or under any other legal theory) arising out of,
relating to or in any way connected with any act or omission by the Bank on or before the
date of this Agreement; provided, however, nothing contained in this section shall be
deemed to be a waiver or discharge of the terms and conditions of this Agreement.

8. Notices. All notices required or permitted by this Agreement shall be in
writing and shall be deemed to have been given by hand delivery, facsimile and U.S.
Mail, postage prepaid; and each such notice shall be addressed as follows, unless and,
until such party; notifies the other parties in accordance with this section 8 of a change of
address: : '
If to the Bank: Associated Bank, N.A.

401 East Kilbourn Avenue
P.O. Box 522

Milwaukee, WI 53202-0522
Attm: Larry Bickelhaupt
Vice President

Facsimile No.: 414-283-2336

With a copy to: Reinhart Boerner Van Deuren s.c.
1000 North Water Street, Suite 2100
Milwaukee, W1 53202-0900
Attn: Peter C. Blain
Facsimile No. 414-298-8097

If to the any of the
Borrowers: VHC, Inc.
3080 Holmgren Way
Green Bay, W1 54304
Attn: Ronald Van Den Heuvel
Facsimile No. 920-336-7516
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With a copy to:

If to RayVan Den Heuvel:

If to Ron Van Den Heuvel:

If to David Van Den Heuvel:

If to Steve Van Den Heuvel:

If to Tim Van Den Heuvel:

If to Ray Van Den Heuvel II:

MW\BG7109MDJ:MDI 09/12/02

Stellpflug, Janssen, Hammer,
Kirschling & Bartels, S.C.
444 Reid Street, Suite 200
De Pere, WI 54115

Attn: David Stellpflug, Esq.
Facsimile No. 920-336-5769

Raymond T. Van Den Heuvel
1564 Red Maple Road

De Pere, W1 54115

Facsimile No. 920-336-7516

Ronald H. Van Den Heuvel
2303 Lost Dauphin Road
De Pere, W1 54115
Facsimile No. 920-336-3381

David E. Van Den Heuvel
1180 S. Pine Tree Road

De Pere, WI 54115
Facsimile No. 920-336-7516

Steven R. Van Den Heuvel

17 Myrtle Wood Drive
Savannah, GA 31405 _
Facsimile No. 912-748-8069

Timothy M. Van Den Heuvel
1279 S. Pine Tree Road

De Pere, WI 54115
Facsimile No. 920-336-3381

Raymond T. Van Den Heuvel II
1605 Granada Court

De Pere, W1 54115

Facsimile No. 920-336-3381

11
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If to Craig Kassner: Craig Kassner
1500 Waterford
Green Bay, W1 54313
Facsimile No. 920-337-1973

If to William Bain: William C. Bain
2842 Gentle Hills Court
De Pere, W1 54115
Facsimile No. 920-336-3381

If to Guy Piontek: Guy Piontek
1514 Honeysuckle Circle
De Pere, WI 54115
Facsimile No. 920-336-3381

0. Miscellaneous.

(2)  Additional Documents, Etc.. Each of the Borrowers and Guarantors
shall execute and deliver to the Bank such additional documents and take such action as
the Bank may request to (i) evidence any obligation of any Borrower or Guarantor to the
Bank, (ii) preserve any collateral, (iii) establish priority of, perfect, continue perfected,
terminate or enforce any security interest, lien, or mortgage held by the Bank, or (iv) to
otherwise carry out the intent of this Agreement or any of the Loan Documents. “

(b)  Application of Payments. The parties agree that the Bank may apply
any and all other payments it receives from any of the Borrowers or Guarantors, or any
other party to such portion of any of the obligations of the Borrowers or Guarantors as the
Bank determines in its sole discretion; provided, however, that all regularly scheduled
payments made by a Borrower under the Loan Documents shall be apphed to the
corresponding obligation.

(c)  Entire Agreement. This Agreement reflects the entire understanding
~ of the parties with respect to the subject matter herein contained, and supersedes any and

- all prior negotiations, understandings and agreements (whether written or oral) regarding

such subject matter. The terms of this Agreement may not be waived, amended or
supplemented except in a writing signed by all parties. In entering into this Agreement,
each of the Borrowers and Guarantors acknowledge that they are not relying on any
statement, representation, warranty, covenant or agreement of any kind made by the Bank
or any employee or agent of the Bank, except as expressly set forth herein, The parties
hereto acicnowledge and agree that this Agreement was drafted jointly by them and that
no provision shall be construed for or a gamst either of them on the basis that such party
was the drafter hereof.
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(d) . Severability. In the event any provision of this Agreement shall be
held invalid or unenforceable by any court of competent jurisdiction, such holdings shall
not affect the validity or enforceability of any other provision hereof.

(¢)  Full Force and Effect/Assigns. Except as expressly modified herein,
all terms of the Loan Documents shall be unchanged and shall remain in full force and
effect. This Agreement shall be binding upon and inure to the benefit of the parties
hereto and their respective successors and assigns.

) Governinrg Law. This Agrecmcnt shall be governed by, and shall be
construed in accordance with, the laws of the State of Wisconsin (irrespective of such
state’s choice of laws rules).

(g) No Waiver. No delay or omission of the Bank in exercising any of
its rights or powers arising from any default with respect to the Loan Documents or this
Agreement shall be construed as a waiver of such default or as an acquiescence thereof,
nor shall any single or partial exercise of any such rights or powers preclude any further
exercise thereof or the exercise of any other right or power arising from any default under
the Loan Documents or this Agreement. :

(h)  Recommendation of Counsel. Each of the Borrowers and
Guarantors acknowledge and understand that the Bank has recommended that they
consult with their legal counsel prior to the execution of this Agreement. They
acknowledge the recommendation and represent that they have either consulted with
counsel prior to executing this Agreement and any agreements referenced herein or have
knowingly waived the right to do so notwithstanding the express recommendation of the
Bank.

(i)  Reimbursement of Costs and Expenses. The Borrowers and
Guarantors shall reimburse the Bank for all costs and expenses, including, without
limitation, all attorneys fees, costs and expenses, incurred by the Bank after the date
hereof in connection with enforcing its rights under this Agreement or the Loan
Documents, both before and after judgment, and incurred in connection with any
bankruptcy or insolvency proceeding commenced by or against them, until such time as
all of the obligations of each of the Borrowers and the Guarantors to the Bank are paid in
full.

(G)  SUBMISSION TO JURISDICTION; SERVICE OF PROCESS. As
a material inducement to the Bank to enter into this Agreement:

() EACH OF THE BORROWERS AND GUARANTORS
HEREBY AGREES THAT ALL ACTIONS OR PROCEEDINGS IN ANY MANNER
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RELATING TO OR ARISING OUT OF THIS AGREEMENT OR ANY OF THE
LOAN DOCUMENTS MAY BE BROUGHT ONLY IN COURTS OF THE STATE OF
WISCONSIN LOCATED IN BROWN COUNTY OR THE FEDERAL DISTRICT
COURT FOR THE EASTERN DISTRICT OF WISCONSIN AND THAT EACH OF
THE BORROWERS AND GUARANTORS HEREBY CONSENTS TO THE
JURISDICTION OF SUCH COURTS. EACH OF THE BORROWERS AND
GUARANTORS WAIVES ANY OBJECTION IT MAY NOW OR HEREAFTER
HAVE TO THE VENUE OF ANY SUCH COURT AND ANY RIGHT IT MAY NOW
OR HEREAFTER HAVE TO CLAIM THAT ANY SUCH ACTION OR PROCEEDING
IS IN AN INCONVENIENT COURT. THE FOREGOING NOTWITHSTANDING,
"THE BANK MAY BRING ACTIONS OR PROCEEDINGS AGAINST ANY OF THE
BORROWERS OR GUARANTORS OR ANY COLLATERAL SECURING ANY
OBLIGATIONS OF SUCH PARTIES TO THE BANK IN ANY OTHER COURTS;

(i) EACH OF THE BORROWERS AND GUARANTORS
HEREBY CONSENTS TO THE SERVICE OF PROCESS IN ANY SUCH ACTION
OR PROCEEDING BY CERTIFIED MAIL SENT TO THE ADDRESS IN SECTION 8.

(k) WAIVER OF RIGHT TO JURY TRIAL. AS A MATERIAL
INDUCEMENT TO THE BANK TO ENTER INTO THIS AGREEMENT, EACH OF
THE BORROWERS AND GUARANTORS HEREBY WAIVE TRIAL BY JURY AND
CONSENT TO THE GRANTING OF SUCH LEGAL OR EQUITABLE RELIEF AS IS
DEEMED APPROPRIATE BY A JUDGE OF A COURT OF COMPETENT
JURISDICTION.

M Counterparts; Facsimile Signatures. This Agreement and any
amendment hereof may be executed in several counterparts, each of which shall be

deemed to be an original and all of which together shall constitute one agreement.
Facsimile copies of any of the parties’ signatures shall be deemed effective execution of
this Agreement by such party.

(m) Headings. The headings of the sections herein are inserted for
convenience and are not intended to be part of, or to affect the meaning or interpretation
of this Agreement. '

Dated as of the date first above written.

BY Y/ L L 1 Sa_%&,.}
ItS Pl'f-‘s'n et Ss'-:.»‘rc.'\'ur.l
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Raymond Van Den Heuvel, individually
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Ronald Van Den Heuvel, individually
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David Van Den Heuvel, individually
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Steven Van Den Heuvel, individually

Timothy Van Den Heuvel, individually
/ ,_/ 7
R ymond Vaﬁn Heuvel I, mdmdual]y

15

VHC_111295

SA 0116



MW\897109MDJ:MDI 051202

16

VHC 111296

SA 0117



Casei:18-3718  Document: 1%26 Filed: 04/15/2019

-

Pa_ges: 227_

W

—

-2

T0 -~ Kermg—

Capital Reporting Company

SEC

: IN THE UNITED STATES TAX COURT

In the Matter of:

. "
VHC, INC. AND SUBSIDIARIES,

Petitioner;

)
)
)
)
)
)
V. ) Docket Nos:
)
)
)
)

4756-15,
. COMMISSIONER OF INTERNAL REVENUE, 21583-15
Respondent.
==
=<
\
{
- fu )
- Sl

-

Pages: 1 through 50 ; T
Place: Washington, DC
Date:

August 3, 2016

€

DTN

8-

it

(866) 448 - DEPO www:CaI;italReporﬁngCompany.com

H

2016

[

SA 0118



Ty

Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227
Capital Reporting Company
1 IN THE UNITED STATES TAX COURT
2
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2
1 PROCEEDTINGS
2 (2:00 p.m.)
3 THE CLERK: All rise. All persons having

4 Dbusiness before the United States Tax Court will draw

5 near and give their attention. The Court is now in
6 session. Judge Kerrigan presiding.

7 Calling Docket Number 004- --

8 THE COURT: You may be seated.

9 THE CLERK: —-- —-756-15 and consolidated

10 case 021583-15, VHC, Inc. and Subsidiaries.

11 Please state your appearances.

12 MR. GERAGHTY: Daniel Geraghty representing
13 the Petitioner.

14 MS. MAY: Lauren May representing

15 Respondent.

16 MS. DOLD: Danielle Dold with Respondent.
17 THE COURT: This hearing, the first thing
18 we're going to address is the motion in limine filed
19 by Petitioner on June 24th. And I think the parties
20 are also aware we're also going to address the

21 pehding motion to compel production of documents.

22 And after we do that, we'll Jjust have a status of

23 where things are that we're ready for trial since

24 we're all together.

25 So The Court issued an order when it set

(866) 448 - DEPO www.CapitalReportingCompany.com 2016

]

SA 0120



Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

Capital Reporting Company

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

this hearing on the motion in limine and ruled on
part of the motion in limine. So the part of the
motion in limine that is pending is Petitioner's
motion saying that Respondent's issue memorandum
raised new issues.

And we're only discussing -- because The
Court has already ruled on one of the issues. So the
only issue remaining is page 24 of Respondent's issue
memorandum. And it's the footnote that says:
"Petitioners have not provided substantiating
documents reflecting the entire $90 million in loans
Petitioner claims were extended to Ronald H. Van Den
Heuvel and/or his entities.™

So I will -- Petitioner's counsel, if you
would like to go first since it is your motion, I
will just give you an opportunity to kind of
summarize your argument and then I might have a few
questions for you after.

MR. GERAGHTY: Sure. Do you want me to
take the podium?

THE COURT: Sure. That'd be great. Thank
you.

MR. GERAGHTY: Thank you. As you know,
Your Honor, this motion relates to the new issue

raised in Respondent's issue memorandum received 75
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1 days prior to trial. As Your Honor likely knows,

2 this case involves a span of 15 years involving 700

3 lending transactions, involving thousands of

4 underlying transactions, payments, interest accruals,
5 and whatnot.

6 And Petitioners have always understood that
7 the issue related to whether or not these advances to
8 the Ron Van Den Heuvel group of companies, whether or
9 not these advances constitute a debt or something

10 else under Federal tax principles; be it equity or

11 some other expense as opposed to debt.

12 In its issues memorandum, the IRS raised

13 for the first time that Petitioner had not provided
14 substantiating documents establishing that the entire
15 90 million in loans were extended to Ron Van Den

16 Heuvel. This would involve —-— the 90 million is the
17 amount of debt.

18 So substantiating the 90 million involves
19 more than just substantiating the amount of the

20 lo- -- the dollars fight out of the pocket to loans
21 to Ron Van Den Heuvel, but it involves establishing
22 the business records and authenticating the general
23 ledgers and all sorts of various documents that

24 underlie the determination of this $90 million.

25 Petitioner would also point out that

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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1 Respondent, through the IRS, they were at the -- at

2 the Petitioner's office several times over the course
3 of eight years doing audits. The issue of

4 substantiation was not raised during the audit.

5 There was no audit adjustment relating to

6 substantiation unless you accept their argument that
7 substantiation was at issue here.

8 Their Notice of Deficiency does not

9 indicate it's an issue. It only says that they did
10 not establish the.amounts were bad debts arriving
11 from a true creditor/debtor relationship. There's no
12 mention of substantiation.

13 In its answer, it admitted that the

14 determination was bad debts deducted by Petitioner

15 and were not debts for Federal income tax purposes.
16 Again, its answer had nothing related to whether or
17 not these were -- these amounts were substantiated.
18 Finally, the Respondent's motion indicates
19 that we should have been tipped off vis—-a-vie some

20 informal discovery, that they were asking for copies
21 of promissory notes and written promissory notes.
22 You know, as Your Honor probably knows,
23 that's just one factor of many factors in determining
24 whether or not it's debt equity. So if anything,

25 that would have tipped us off to think that was

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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really the sole issue because that's all they were
asking for.

So our position is that this Notice of
Deficiency was clear. It clearly did not indicate
that substantiation was an issue. Given the volumes
of documents that would take and the time for The
Court to go through all of those, you know, we think
it's an unfair surprise that in memo they should bear
the burden of proof with regard to this new issue,
this new matter.

THE COURT: Okay. I'll hear from
Respondent's counsel before I ask any questions.

MR. GERAGHTY: Thank vyou.

MS. MAY: Thank you, Your Honor. Your
Honor, as we've stated in our response to
Petitioner's motion in limine that was filed on July
1st, 2016, a new matter as defined under Shay v.
Commissioner and Wayne Bolt and Nut Co. v.
Commissioner is stated as one that either alters the
original deficiency or requires the presentation of
different evidence.

So in evaluating what .is going to
constitute a new issue here, we would look to the
Notice of Deficiency. And while Petitioner's counsel

has stated that the Notice of Deficiency is simply

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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limited to whether there was bad debt arising from a
debtor/creditor relationship, that's not the full
extent of 7(a), the part that discusses the bad debts
for related party.

So the Notice of Deficiency which was
attached to the petitions that were filed in this
case, specifically state that it was determined that
you did not establish the amounts and list the
amounts that were stated on Petitioner's tax return
for 2004, '6, '7, 2008, 2009, 2010, 2011, 2012, and
2013 in the two separate Notices of Deficiency and
that respectively —-- and on the returns respectively
were bad debté arising from a true debtor/creditor
relationship.

It goes on to say: "Alternatively, that
you have failed to establish that the debts were
wholly or partially worthless during the tax years at
issue and, therefore, the bad debt deductions are not
allowed." So that's the scope of the Notice of
Deficiency that was issued.

Now, in looking at case law, Notices of
Deficiency are generally brief. And Renner v.
Commissioner, as was stated in Respondent's motion --
or response to Petitioner's motion in limine, found

that Respondent is allowed to make any arguments
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found under the relevant code sections the Notice of
Deficiency is based off of.

So the Notice of Deficiency was asserting
that there was not a true debtof/creditor
relationship. That there was either —-- and that the
debts were either not partially worthless or not
wholly worthless during the years at issue.

The code sections that govern that are
section 166. And the code section 166 specifically
states that you must prove that.there is a genuine
debt.

In order to prove a genuine debt,
Petitioners must present evidence that a debt
existed. It's fundamental to the underlying issue
that there be some sort of proof offered as far as if
a debt exists.

Furthermore, if you look at the case law of
the factors that are evaluated in determining whether
a transaction at issue is debt, the factors found in
Nixon v. Commissioner state in multiple instances
that you're going to need to look at the underlying
note. Was there a note at issué in this case? What
was the scope of the note? What was the terms of the
note? If there's no note, that's a factor that does

go against them. Whether -- who the money was

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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1 actually loaned to would go against them. These are

2 all things that Respondent is attempting to figure

3 out from the documents that were submitted.

4 Furthermore, Petitioner's own filings seem

5 to reflect basically a waiver, we would say, of this

6 1issue as their pretrial memorandum even states on

7 page 16 that the taxpayer must first demonstrate the

8 existence of a bona fide debt.

9 In order to establish!that there's a bona
10 fide debt in place, we would need to know that there
11 was actually some sort of debt that was incurred,

12 some sort of debtor/creditor relationship, some sort
13 of loan that was extended.

14 And it goes on to say that whether there is
15 a debtor/creditor relationship is based upon a valid
16 and enforceable obligation to pay a fixed or

17 determinable sum of money. That is something that
18 we're attempting to figure out,.is what is the exact
19 amount that was loaned.

20 What has been provided to us is Exhibit

21 40-J that provides in some instances simply a lump
22 sum of what could be multiple -- of what appears to
23 be multiple loans put together. We do not have loan
24 documents reflecting an entire - the entire 92

25 million that was claimed.
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Now, despite Petitioner's assertions in
their reply that Respondent is asking for a tracing
of the full amount of money, that is not what
Respondent is asking for. Respgndent is simply
stating that all loan documentslneed to be provided.
If loan documents don't exist, then Petitioners are
going to have to present some alternative evidence as
to what the amount of the loan was, who it was
extended to.

Potentially they might have to provide
tracing. That might be a way of establishing that
any money actually went to Ron Van Den Heuvel or his
entities in those amounts. But it is not something
that should be shifted to Respondent that Respondent
should have the burden to establish that all of the
loans were made in the years that they were made for
and the amounts that they're claiming they were made.

And the summary exhibit simply does not
match up to the documents that have been produced and
stipulated to by the parties in the Stipulation of
Facts.

I would also point out that I think that it
is also a waiver on Petitioner's part that they did
not know that -- the importance of the loan

documents. Because if you look to our Stipulation of

(866) 448 - DEPO www.CapitalReportif\gCompany.com 2016
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1 Facts that is approximately 4,193 pages of documents,
2 the vast majority of those documents are loan

3 documents. So clearly there's a recognition on the

4 part of Petitioners that it is essential to prove up
5 what was loaned, the amount of what was locaned, and

6 the terms of those loans.

7 I would -- so our position is that from the
8 date of the Notice of Deficiency and the two Notices
9 of Deficiency were issued -- the first one that

10 governs Docket 4756-15 was issued on November 21st,
11 2014, and that covered tax years 2004 through 2010,
12 and the second Notice of Deficiency that was issued
13 on August 26, 2015, and makes up Docket Number

14 21583-15 and covers tax years 2611 through 2013, doces
15 include the idea that Petitioners need to

16 substantiate the underlying lcoans that were claimed.
17 Thank you, Your Honor.

18 THE COURT: What I'm going to do is ask

19 some questions of each of you. And the court

20 reporter, if you caﬁ't hear their answers, just let
21 me know because I'm going to allow them to be seated.
22 And then I'1ll give you each the opportunity to make
23 some closing remarks after I've finished asking my

24 questions.

25 Ms. May, my first question is during the --

(866) 448 - DEPO www.CapitalReportingCompany.com 2016
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1 as you -- both of you stated —-- this case has been

2 going on for a long time and thé audit process was

3 1long. Do you know during the aﬁdit process if

4 Petitioners were asked to give substantiation? What
5 information were they asked during the audit process
&6 about the $90 million? |

7 MS. MAY: I do not know the specifics of

8 what the examiner asked for during the audit process.
9 I can only speak to what was asked during informal
10 and formal discovery and during conversations during
11 the appeal's mediations that took place.

12 But central to looking at a bad debt

13 deduction there would be a —-- examiners would

14 traditionally look at whether there's loans in place
15 and what loan documents the parﬁies have.

16 THE COURT: At the -- I'm not —-—- The

17 Court's not concerned with what was traditionally

18 looked at. It wants to know what was looked at in
19 this case because I think it depends what was looked
20 at is what Petitioner is relying upon.
21 So it's correct you do not know what was
22 asked for in regards to the 90 million during the
23 audit process?
24 MS. MAY: I do not know that.
25 THE COURT: And, Mr. Geraghty, I was

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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1 wondering if you knew what was asked -- 1if you know

2 what was asked during the audit process. I don't

3 know how long you've been involved, if you were

4 present or --

S MR. GERAGHTY: I certainly was not present
6 at the audits, but I understand to be at least one

7 vyear -- one cycle -- I think there were four cycles

8 of audits. I know at least in the last cycle they

9 asked for the general ledger. And I assume to trace
10 transactions around.

11 I'm not aware if they .asked for the actual
12 copies of the notes that -- but:—— so I don't know

13 for sure.

14 THE COURT: Ms. May, and you stated that

15 there's over 4,000 pages of stipulations. When you
16 were going through the stipulations, was this loan --
17 and the stipulations, I assume, was an ongoing

18 process and discovery's been ongoing. And there's

19 one motion that we'll talk about later today in
20 discovery that's still pending..
21 But at what point in time during the
22 discovery process was this issue first raised about
23 the 90 million?

24 MS. MAY: I believe that this has been

25 raised since the beginning. But a specific date that

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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I can point to is in, I believe it was April or May
of 2015 there was requests for all notes, the terms
of the notes, when they were extended, and the
amounts that they were extendedjin that was cited to
in our response to the motion in limine.

I can also say that specifically with the
summaries that were provided by Petitioners during
the protracted stipulation procéss where we discussed
at length the problems that were inherent in the
summary exhibit, we explained in detail that the
summaries didn't match up to the documents that we've
been provided.

Those conversations took place in April of
-— April 1st and April 12th of 2015 -- or 2016, that
we had discussions specifically pointing to the
summaries as being inaccurate and not reflective of
the documents that have been produced.

THE COURT: And, Mr. Geraghty, in
Respondent's response —-- and Ms. May just made a
reference to it —-- they mentioned in Respondent's
first informal discovery request dated May 2015 that
was —-- it says: "In what form and in what amounts
were the debts at issue?"

How -- what do you ——ihow did you respond

to this informal discovery reguest?

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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1 MR. GERAGHTY: I think it's going -- an

2 ongoing response that we have - I think it's in the
3 stipulation. There's a lot of notes in the -- I

4 mean, there's a proposed supplemental stipulation, I
5 think, that contains almost therremainder of the

6 notes.

7 And so —-- and Jjust to be clear, her request
8 1in 2015 is to provide copies of;the promissory notes
9 which I find to be different than to be -- to

10 substantiate the 90 millioﬂ of bad debts in a sense
11 that the copies of the promissory notes is really

12 Just evidence that there were aétual written

13 obligations that had the terms that she mentioned,
14 enforceable obligation to pay, et cetera, whereas,
15 the 90 million -- to substantia;e the 90 million,

16 that's what's advanced -- that'g what's been paid in
17 other transactions underlying the 90 million.

18 THE COURT: Ms. May, you mentioned Exhibit
19 40-J.
20 MS. MAY: Yes, Your Honor.
21 THE COURT: And I don't have the exhibit
22 with me, but I do have the stip; —-— I do have the
23 stipulation with me and it's on page 13 of the
24 stipulation.
25 And in 40-J, there is an eight-page chart

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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1 entitled "The Advances." It's —-- from my look at

2 this, it would lock like you stipulated that these

3 were the advances made. How would this differ than
4 the 90 million?

5 MS. MAY: Well, in our Stipulation of

6 Facts, we specifically reserved:the right to

7 challenge the truth of accuracy of the contents of

8 the exhibits stipulated to. So in stip- -- we

9 stipulated that:this was an exhibit provided by

10 Petitioners of the advances by VHC, but we're not

11 stipulating to the truthfulness of the underlying

12 document.

13 That was specifically reserved and

14 discussed at length with Petitioners; that we do not
15 agree that these are true and accurate.

16 THE COURT: Well, often when stipulations
17 are -- and granted, this was filed in advance of the
18 trial. But often parties, when they can't agree on
19 the stipulation, the supplemental stipulations will
20 have reservations that would be addressed. And it's
21 often -- a reservation is often the accuracy of
22 something.
23 And so reading this stipulation, it's not
24 apparent that there was concerns about it.

25 MS. MAY: We had put the reservation into

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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1 the first part of the Stipulation of Facts, the first

2 paragraph of the Stipulation of;Facts. That was

3 something that was discussed with Petitioners that we
4 were going to object -~ we wanted to reserve the

5 right to object to the truth and accuracy of the

6 exhibit.

7 THE COURT: Right. You said for

8 convenience only.

9 MS. MAY: So it was -- it was there. We

10 had included this so that there was a basis in which

11 we could all discuss =-- this is essentially
12 Petitioner's position. It is 40-J.
13 The -- as far as whether Respondent agrees

14 to it, we don't find that it is;true and accurate and
15 it doesn't reflect the loan documents that we have.
16 There's quite a few missing loan documents that are
17 not reflected on these schedules.

18 THE COURT: Mr. Geragﬂty, do you think 40-J
19 would be substantiation of the 90 million, or is it
20 substantiation of something -- a different aspect of
21 the notes involved in this case?

22 MR. GERAGHTY: It looks like it would be a
23 substantiation of the 90-J -- of the 90 million. I'm
24 sorry. Although I don't have a copy of the exhibit,

25 Your Honor. I'm sorry.
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1 THE COURT: So if thisi == so if 40-J -- and

2 granted, at issue sometimes is éomething and it has
3 been substantiated, but if 40-J would represent your
4 substantiation of the 90 million, would there not be
5 anything additional needed? !

6 MR. GERAGHTY: The way I understand the

7 substantiation is we need to show the underlying

8 documents that the funds were transferred, that the
9 funds -- you know, the money was received, the money
10 was recorded as such, you know, substantiating the
11 books and records of the taxpayer.

12 That, you know, it's ;s if these

13 transactions didn't occur so we start from a very

14 granular level of, did these transactions occur. In
15 establishing that these transacﬁions occurred, that,
16 to me, is a whole lot different than asking for the
17 evidence that they were -- had a written promissory
18 note behind them.

19 THE COURT: Were you ésked during the

20 discovery process for these documents, or was the

21 first time you thought you needed these documents

22 when you saw the footnote number 372
23 MR. GERAGHTY: The first time when we saw

24 footnote number 3. It's a —- again, it goes back to

25 that granular guestion of, did those funds flow out
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of the company. And that's a completely different
issue than, do you have the written promissory note
that evidences this amount. Nop did this amount go
out the door, but rather did this amount have a
written promissory note which is evidence of the
debtor/creditor relationship which is one of the
factors that is used to determine that tax -- apply
the tax.

THE COURT: After you reviewed Respondent's
-— it was —-- there was a little bit of time between

the filing of the motion and after Respondent's issue

memorandum came out. Were there discussions with
Respondent about this at -- because you were still
ongoing discovery at that point. Was there still any

gquestions about this?

MR. GERAGHTY: After what point in time?
I'm sorry, Your Honor.

THE COURT: The issueimemorandum was -— the
date of the issue memorandum waé May and it was
almost, I believe, approximately a month before the
motion in limine was filed. Was there any
discussions before the motion wés filed with
Respondent about what they were looking for?

MR. GERAGHTY: I was not a party to any of

those discussions if there was.

19
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THE COURT: Ms., May, did you know of any
discussions? .

MS. MAY: There was no discussion ever had
between the parties. Petitioners never called for
clarification or to ask what Respondent was
requesting for information. i

THE COURT: So, Mr. Geraghty, is your
understanding that there never was a request during
the discovery process for the backup documents to
support the loans, it was more focused on the
promissory note?

MR. GERAGHTY: The written promissory
notes, yes.

THE COURT: Do you waﬁt to respond to that,
Ms. May?

MS. MAY: Well, Your Honor, I respectfully
disagree. I, at a minimum, feel that when we were
discussing these summaries and categorically rejected
that we were going to agree to -- and there's quite a
few other summaries that Petitioners have mentioned
they're going to try to have admitted under Federal
Rules of Evidence 1006 that Respondent would not even
include in a Stipulation of Facts.

We have stated repeatedly and forcefully

that we do not agree with the summaries and that we

20
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1 do not believe that the —-- that they are accurate,

2 and we do not believe that we've been provided with

3 the underlying documents to subitantiate what's been
4 claimed in these exhibits.

5 I've been on multiple calls in which we've
6 been told that our examiners hafe been offered access

!

7 to those documents and somehow that is gobd enough;

8 and that if we want, we can try to come down to Green
9 Bay and examine —-- somehow find the records

10 ourselves. |

11 I think that it's been made clear in any

12 world, at least from April, a month before we even --
13 or almost two months, April 1st, when we sent a

14 1letter saying that we would notlagree to these types
15 of summaries and that we were guestioning the

16 accuracy of the information that was contained

17 therein and during a conference?call about the

18 summaries on August 12th, that we wanted the

19 underlying substantiation.

20 There has not been an? attempt to provide
21 us with those -- with the substantiation.

22 THE COURT: I just want to clear something
23 up that you just said, Ms. May. I think you said
24 that -- I wasn't sure when it oécurred with the
25 Petitioners when they said the examiners had it. And
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at the beginning I asked you what was asked for in
audit.

So I'm unclear if theéexaminers ever asked
for this information or not. And I believe your
answer is still you do not know.

MS. MAY: I do not know what the examiners

!
specifically asked, and I do nof know when they were
specifically provided access or what they were
provided access to. All I knowlis that Petitioner's
counsel is saying that they weré provided access to
these underlying documents. I do not know that. I
can't confirm or deny that.

But what's provided té examiners during an
audit is completely different féom what needs to be
provided to counsel during litigation. And to hold
us to what -- to say that we've been offered the

opportunity to review the substantiation because our

examiners were offered the opportunity is not the

same as allowing counsel to have the chance to review

the underlying substantiation oﬁ these notes.

And I do also want to‘make clear that we --
you know, we are attempting to be reasonable here.
We're not attempting to ask them to substantiate all
loans. We're asking them to sugstantiate the loans

that there are no promissory notes for.

22
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We have nothing to go.off of when there
isn't even a loan document to say the amount. We're
simply left to believe that the_Exhibit 40-J is a
true and accurate representatio& of what the loan is.

And T can tell you from having gone through
Exhibit 40-J that in many instances we're seeing that
the ultimate number that's prov%ded that looks like
it's just one loan is actually 5 combination of three
or four loans.

So I wouldn't even be able to say whether
from Exhibit 40-J are they saying that one loan was
extended to Ron Van Den Heuvel in the amount of a
million five hundred and sixteen or are they saying
that three loans were extended? Were they renewals?
Were they original debt? So we're simply asking on
what we don't have promissory ndtes for that there be
some sort of substantiation.

Now ultimately what Petitioners determine
they would like to provide to Réspondent is up them,
but they bear the burden of proéf in this case so
they either need to, in Respondént's opinion,
substantiate through showing some sort of a tracing,
perhaps bring in and call as a witness Ronald Van Den
Heuvel so that he can testify t% having received some

sum of money on a specific date, or have the

23
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president of VHC testify as to what happened on what
date and what amount and what the business purpose
was and whether it was a renewal or a new loan.

THE COURT: As you know, many motions to
compel have been filed.in this case during the
discovery process. And why was not a motion to
compel filed on this issue?

MS. MAY: On the —- as why didn't
Respondent not fiie?

THE COURT: Uh-huh.

- MS. MAY: Because Respondent was still
receiving copies of loans. As late as last week we
have received copies of new loans. So we've been
going through documents as quickly as we can receive
them to try and understand exacﬁly what amount and
what loans have been substantiated and what ones
haven't been substantiated.

But ultimately, Petitioners bear the burden
of proving this so I'm not too sure how Respondent
could file a motion to compel essentially demanding
that they meet their burden of proof.

THE COURT: Mr. Geraghty, on page 28 of
Petitioner's issue memorandum --

MR. GERAGHTY: Uh-huh.

THE COURT: - there's.a reference —-— it's

24
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-— there's a paragraph, Raman NQmeral V, and the
paragraph is entitled "In the alternative to the
extent The Court finds that Petitioner's advances
were not debt that advances are deductible as
ordinary expenses under section 162."

And do you think mentioning section 162
like that that Petitioner, itself, has raised the
issue of substantiation?

MR. GERAGHTY: No, I don't. Because —-- I
do not think so because 162, if you do not —-- there's
a number of factors that are applied to the debt
equity test, and whether there's written evidence of
a promissory note is but one of them.

And to the extent The Court would find that
these weren't advances for whatéver reason, then, you
know, they're either equity or they're an expense

under 162, or they're whatever they are, whatever

they are.

But I think the fact that they're not
evidenced by a promissory note does not —-- no. I
don't think that's —-- that's an admission that that's

an issue.
THE COURT: Mr. Geraghty, how difficult
would it be to compile the information on loans, or

do you think Exhibit 40-J is sufficient?

25
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1 MR. GERAGHTY: To clarify, if the issue is
2 Jjust that we want to provide the copies of the
3 promissory notes, my understanding is that they have
4 substantially been provided at this point. I know
5 there was a production last week and I thought -- and

6 I believe in a supplemental Stipulation of Facts that
7 is floating out there that, you know, the notes were

8 1listed. And I thought that that was pretty close to

655 9 having written promissory notes?for all of the
10 advances. |
11 THE COURT: And this is a question for
12 Dboth. I'm looking at the response and I think -- on

13 page 6 of the response. And I think there's the use
14 of the word "promissory notes" and then of the loans
15 -- about the loans reportedly extended to Ronald H.
16 Van Den Heuvel.

653 17 Mr. Geraghty, do you think that the --

18 having the promissory notes is enough to substantiate
19 that there was the purported loans?

20 MR. GERAGHTY: Listening to her, I thought
21 that's what she said so I'm somewhat unclear. My

22 view of substantiation would be that I need to kind
23 of substantiate that the funds went out the door and
24 they -- you know, the transactions actually happened,

25 there were repayments. &And I have to show that the
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1 payments came in. And it involves much more than
2 Jjust saying, here's a million dollars and here's a
3 promissory note that evidences this promissory note.
4 THE COURT: And also you raised this issue
5 in your motion in limine about the footnote 3 being a
6 new issue. And the way I'm hearing it today, it's
7 related to the promissory notes, and the promissory
8 notes is part of the requirements -- one of the
9 things that you look at. i
10 I mean, do you think ﬁhat -— it's your case
11 to put on; and if you're not going to put forward
12 more documents, it's kind of up:The Court to
13 determine what was based on the evidence before it
14 during the trial.
15 And I was unclear from your motion that if
16 vyou think footnote 3 is requiring you to produce more
17 evidence. And that's what I asked before and kind of
18 -- and if you are required to produce more evidence,
19 what would -- how long would it take you to compile
20 that evidence?
21 MR. GERAGHTY: It would take a long time.
22 It would include all the general ledgers spanning the
23 nine years under audit, it would involve the
24 subsid- -- the underlying ledgers behind the general
25 ledger, be it a cash ledger or whatever the case
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1 might be. But it involves tens;of thousands of pages
2 of documents because you have t¢ go back to the

3 granular level of, did this monéy go out the door.

4 THE COURT: You mentioned that there were

5 -- both of you had mentioned thét there's summaries

6 prepared and there would be a sﬁpplemental

7 stipulation. And is -- Mr. Geraghty, I haven't seen
8 these summaries so it's hard for me to know what's in
9 them, and you might not have knéwn what Respondent is
10 stipulating either. But I didn;t know if there is
11 something you think in the stipulation that's a
12 summary that would show that this 90 million, using
13 vyour words, did go out the door.
14 MR. GERAGHTY: If it satisfies Respondent
15 that the promissory —-- she -- 1f they understand
16 substantiation to be evidenced by a promissory note,
17 I think that's a different issue than substantiating
18 that all of this money went out the door.

19 THE COURT: You didn't answer my question,
20 though. |
21 MR. GERAGHTY: I'm sorry. Could you repeat
22 vyour question?
23 THE COURT: My question was, in future
24 stipulations or tables -- because I know some summary
25 tables might not be in a stipulation, may be offered
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1 as evidence —-- if there is going to be something

2 offered that you think that ShOWS the money, the 90

3 million, did go out the door, aﬁd using your words

4 "out the door."

5 MR. GERAGHTY: Yeah. I think we would have
6 to bring in the general ledger. I don't think

7 there's a summary that would -- the way I understand
8 substantiation it would -- a summary wouldn't

9 necessarily establish -- substantiate that the

10 doc- -- the 90 million was an actual transaction.

11 THE COURT: And, Mr. Geraghty, you said --
12 vyou didn't really answer my othér gquestion. You said
13 it would take a review, but you?didn't put a —-- you
14 didn't really put a time frame dn it.

15 MR. GERAGHTY: In terms of increased trial
16 time?

17 THE COURT: No. Not increased trial time.
18 1It's when the information would be available.

19 MR. GERAGHTY: I think we've sent much of
20 the information in the general ledgers to Respondent
21 in the last couple weeks. But we spent a lot of

22 effort gathering a lot of inforﬁation and I think a
23 1lot of it has been sent to the ﬁespondent in as far
24 as -- and it will take a long time because we're

25 going to go through that information at trial to
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substantiate that the, you know, to use my phrase,
money went out the door.

THE COURT: So is -— I want to make sure I
understand your answer. That this information has
been given to Respondent since these motions have
been filed in the form of the géneral ledger, but it
really hasn't been compiled on fhe general ledger so
they'd have to go and search an@ try to figure it out

i
on the general ledger? |

MR. GERAGHTY: Well, i think —-- I think the
CFO will need to testify as to ﬁhat goes 1into the
general ledger. There'll be auéhentication of the
general ledger. And I think there's going to need to
be a lot of evidence put forward that the general
ledger effects -- reflects the actual underlying
transactions.

THE COURT: Ms. May, do you want to comment
on that, because -- 1if you think that there would be
any further testimony to explain what was given in

the general ledger and have you received these

general ledgers?

MS. MAY: Your Honor, I can say that we've
received over 2,000 pages of documents last week. I
have not completed my review of them so I would -- I

can't speak to whether there's an actual general
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ledger that's buried somewhere in there.

Nothing's been -- no summary statement has
been provided to us as far as a?cover letter or
anything explaining exactly whaﬁ we should be looking
at, exactly pointing us to what ' the documents are
referring to. We're still working through their
latest document production. .

I think that the crux of our argument is is
that if Petitioners believe that they have produced
and substantiated their case, tHen they can present
their case. But it should not be that Respondent is
precluded from arguing that their substantiation is
incomplete.

THE COURT: Okay. That concludes my
questions. And, as I mentioned before, I would allow
you each if there was anything you wanted to add. If
you want to go first, Mr. Geraghty?

MR . GERAGHTY: Yéah. I guess I would just
like to add, and maybe there's some confusion on
everyone's part, but with regard to substantiation,
you know, I heard Respondent say that substantiation
goes to 1f there's not a written promissory note ==
that a written promissory note substantiates, it
satisfies the substantiation reguirement.

And we view that as a different issue in
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the sense that, you know, to usé my phrase again,
"that the money went out the doér" and that this 90
million was in —-- reflects actuél transaction that
occurred as opposed to merely providing a promissory
note that evidences all of the documents that went
out.

And to the extent there's summaries that
she feels are not correct, you know, we can
certainly, you know, based on tﬁe underlying general
ledger, we could have someone testify as to the
preparation of the schedules and those types of
things. I'm not that familiar with all of the
summaries, but if there's probléms with individual
summaries, we can certainly, you know, work to
introduce evidence.

But I think that's a different question
than, you know, whether or not these transactions
actually occurred.

THE COURT: Thank you.

MS. MAY: Your Honor, I think all that I
would say 1is just that Respondent is not the trier of
fact here. Ultimately Your Honor is. And as far as
what would count for substantiation or what will not
is something that rests in your hands.

" And that we do not believe that Petitioners

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016

SA 0150




Case:

18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Capital Reporting Coinpany

have shown that all of the amouéts that were claimed
on their tax returns as bad debﬁs were actually
extended to Ronald Van Den Heuvél and his entities.
We've looked at the promissory ﬁotes that have come
in. I know that there are addifional ones that have
just now been found. I still need to go through
those documents.

But it's Respondent's position that we
should not be disallowed from making arguments if
their substantiation is incomplete or inaccurate.
And from our requests dating back to our informal
discovery and in my position from our Notice of
Deficiency, substantiation has always been at issue
in this case.

THE COURT: Okay. That concludes this
issue.

The next issue I want to turn to was the
response filed by Respondent on July 28th. And that
response —-- it was in response to an order relating
to the third -- it was filed as a third supplemental
response to the motion to compel.

And The Court was concerned that the
response by Respondent was not a complete response.
And it understands that Respondént —-— that you

thought four returns that were available were no

33
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1 longer available and you —-- you included in that the
2 reasoning why they were no longer available.
3 But in The Court's order, The Court talked
4 about the 64 documents. And in previous responses,
5 the Respondent explained —-- broke down the 64 and
6 said which were reviewed. In T%e Court's order, The
7 Court was concerned that some oﬁ that 64 still had
8 not been reviewed. And if you éake off the 4 from

|
9 the 64 I think there were stillisome that hadn't been
10 reviewed. i
11 And I did note in Reséondent's first
12 paragraph of the response that Aone of the 64 returns
13 contained any entries reflectiné transactions with
14 Petitioners.
15 I wanted to be sure tﬁat Respondent now had
16 reviewed all 64 except -- well,.I guess we're now
17 saying 60 if I'm correct because I'm taking the —-- I
18 believe the 4 was in that 64. And because I didn't
19 —-- I thought there were some at the time the second
20 response was filed I believe the IRS you had not
21 reviewed all of those. So if you could provide more
22 detail about that.
23 MS. MAY: Yes, Your Honor. So I've been
24 coordinating . with the arm of the Service that
25 maintained the tax records that takes in our
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1 requests, and I did confirm witﬁ them prior to filing
2 our response on July 28th that %ll returns had been

3 received and I had reviewed all;returns.

4 So if there was any m%th error on my part,
5 1t was inadvertent, but all of éhe returns had been

6 received and reviewed.

7 THE COURT: Okay. Beéause I'm looking back
8 at my order. So it was -- and I said 64 when it

9 should be 68. So the 64 —-—- because at the time of

10 the second response there were still some that had --
11 there were 16 remaining. So those remaining ones

12 have all been reviewed?

13 MS. MAY: That's correct, Your Honor.

14 THE COURT: Okay. And, Petitioner, it's my
15 understanding that you feel just the Respondent

16 reviewing theselreturns is not enough; is that

17 correct?

18 MR. GERAGHTY: I think the issue is if

19 they're disclosable, they have a transactional

20 relationship to the Petitioners. And I think that
21 their position is that they could not tell if it had
22 a relationship with the Petitioner and we Jjust
23 wondered when you would ever be able to tell, because
24 I think their position is that it didn't list VHC on
25 the tax return. But I don't think a tax return ever
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really lists the counterparty i@ any event.

And I -- you know, we%know that there were
supposedly transactions, so it éould seem that there
would always be a transactional connection between
the return.

THE COURT: And, Respondent, if your
position is correct, that to go.to the level of
detail that Petitioner's requesfing it'd be almost
somewhat similar to an audit, t#at would need to be
done, it's not something that's!available by
reviewing the return?

MS. MAY: That's correct, Your Honor.

THE COURT: Okavy. The Court will take this
under advisement and will act promptly on the motion
to compel. The Court will also take under advisement
the motion in limine pertaining.to the part of the

substantiation of the 90 million and will get back to
!

you promptly on that.
So the third item on éur agenda was just,
since we were all in the same réom, if there were any
other scheduling or any other items that The Court
should be aware of in preparation for trial, which is
scheduled to commence on August 15.
And I know during a conference call the

issue of an electronic courtroom was raised. And The
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Court will have an electronic cépy of the
stipulations and exhibits preseﬁt, but also I think
the parties, we agreed, that yoé would == when you
raised exhibits, you would give?The Court a courtesy
copy that could be returned.. Aﬁd that we were going
to have exhibits submitted on the hard drive at the
end of the trial and --

MR. GERAGHTY: Your Hénor, someone asked me

if I would clarify. Do you wanﬁ the exhibits during
testimony to be in hard copy or is electronic version
fine or do you want hard copy?

Because I think the hard copy there's going
to be a lot of documents for authentication.

THE COURT: I think if you're having a
witness testify to a specific document you should
have a hard copy.

MR. GERAGHTY: Hard copy?

THE COURT: And, yes. Because I would like
—-— because 1 know during -- it's my understanding
from our conference call that there might be snippets
of some of the exhibits put on the, you know, put
electronically, but The Court says exhibit -- would
like a hard copy of the entire exhibit.

MR. GERAGHTY: Okay. That's why I Jjust

wanted just to mention that there might be a lot of
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1 exhibits, for example, for the general ledger. The
2 number -—--

3 THE COURT: Right. Aﬁd I know things are
4 going to be voluminous but I was just thinking you
5 could bring The Court, you know, a courtesy copy.

6 MR. GERAGHTY: Yeah, §hat's fine.

7 THE COURT: And I feel that sometimes in

8 cases like this when there is tﬂis many exhibits,

i

9 there are some exhibits that ar% not actually, you
10 know, used -- i

11 MR. GERAGHTY: Uh-huhi

I

12 THE COURT: -- used in the trial. But

13 especially ones when you're having someone explain
14 something about a document on the witness stand, The
15 Court wants a copy of the document in its entirety.
16 MR. GERAGHTY: Okay.

17 THE COURT: So I didn't know if either of
18 vyou had any other scheduling issues or anything.

19 MR. GERAGHTY: With regard to electronic
20 evidence, I don't know where we ended up on that or,
21 I'm sorry, electronic presentation, whether we were
22 going to use summation.
23 I think there's been -- we've reached out
24 to Respondent, but I don't think we've resolved

25 what's going to happen wiﬁh electronic presentation
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1 of evidence.

2 MS. MAY: Your Honor,:we did receive

3 correspondence from Petitioner‘$ counsel about the

4 use of Sanction 1is actually theiprogram that it was

5 -- that Petitioners are now suggesting. But at this
6 late of a date, Respondent just?does not have the

7 capabilities to switch from a hard copy to an

8 electronic courtroom to loadingiall the documents up.
9 We already have everyﬁhing, all the

10 exhibits for the Stipulation of;Facts prepared for

11 the witnesses and in binders. #here just wouldn't be

i

12 a way for Respondent's counsel éo switch it at this
13 1late of a juncture. I

14 THE COURT: Well, I think no one was

15 expecting you to switch or not Have the use of

16 binders. But if there is anything you want to use

17 electronically, and I don't thiqk —— because you're
18 not going to use an electronic %ourtroom, I don't

19 think it prohibits the Petition%rs from presenting

20 their case electronically.

21 MS. MAY: Oh, that's =- I understand.

22 Absolutely.
23 THE COURT: And I think -- Mr. Geraghty, if
24 you can clarify -- in prior cases I had where if

25 there's something you want put %n the screen, I think

|
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you'd have someone that would help them right at the

time?
MR. GERAGHTY: Yeah. We -- I think someone
sent an e-mail yesterday or the day before just

offering them to come over to our office and we'd

help them get familiar with the|program and, you
!
know, help them load it or whatéver.

THE COURT: So, Ms. May, I'm not expecting,
you know, you to have -- but if there is some time
that -- I even have had prior where Respondent's
counsel has made a chart while listening to
testimony. He wanted to put the chart up and ask
questions from it, trying to suﬁmarize some
calculation that was done. Youiknow, I think if the
parties worked together, I thin%, you know, things
should be going fine.

And I just -- my other housekeeping issue
was Jjust to make sure, Mr. Geraghty, you made the
arrangements that you needed to have the equipment
ready in the courtroom?

MR. GERAGHTY: We wil#, yeah.

THE COURT: And if myichambers

!
administrator -- just follow upéwith her. I believe

she's reached out to you about getting into the

courtroom the Friday before the trial starts.
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MR. GERAGHTY: Okay.
THE COURT: And things will be locked --

would be locked and so they'd bé ready to go Monday
|

morning. i

MR. GERAGHTY: Okay. .

THE COURT: Anything élse?

MR. GERAGHTY: We havé a couple of the
witnesses we've -- I think we gave you the order of
the witnesses. We had two of them that I think are
changing by a day or soﬁething. I guess I Jjust want
to alert The Court to -—- I don't think -- one expert

has been moved to the 20th or 25th and I think Jeff
Messenger has to move a couple days. I don't think
it'll prejudice anyone, but jusﬁ to alert The Court.

THE COURT: Oh, that ﬁeminds me about
motion in limine. There are twé motions in limine
regarding witnesses that came ié earlier that I asked
for a response; and the other métion in limine,
Respondent's motion in lim- -—- ﬁhey all came kind of
under the regular deadline. So they'll have to —-
responses are due to them on August 4th.

So any motions in limine that The Court
does not rule on prior to the trial that will be our
-— that will be a matter of business so we'll have a

hearing -- briefing hearings on the remaining motions

41
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1 in limine. But some I might decide that I don't need
2 to hear from the parties and I can act on those

3 before the trial. |

4 MS. MAY: That's fine% Your Honor.

5 Your Honor, if I can just state one thing?
6 I don't believe that I've actuaily seen all of the

7 ordering. But I was informed by Petitioner's counsel
8 that they want to have their expert witness, Mr.

9 Cousik (phonetic), testify on Thursday the 25th,

10 which would be during Respondent's case in chief, not
11 Petitioner's. ;

12 And it might be a mooq issue since there is
13 a motion in limine that's pendiﬁg against Mr.

14 Cousik, but Respondent has a concern about that

15 Petitioners have essentially reserved the vast

16 majority of the two-week time that we have to try

17 this case. And to take the -- one of the two days

18 that Respondent has to present %heir case, it is

19 prejudicial to Respondent. I

20 This was an agreed—updn trial date back in
21 April or back in March actually. And so -- and the
22 entire reason this case was conﬁinued was because of
23 issues with witnesses being able to attend the trial.
24 I think to now request that Resﬁondent's case in

25 <chief is eaten up or that Respo%dent has to stop

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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1 mid-stride in presenting their %ase to allow

2 Petitioner's expert witness to %estify would be

3 prejudicial. %

4 Also, we just would péint out that there's
5 no motion that's pending for th%t so we were unclear
6 whether this remained an issue ér not.

7 THE COURT: This is tﬁe first -- if

8 Petitioner's -- Mr. Geraghty, if you can respond to

9 this?

10 MR. GERAGHTY: Yeah. I think that as far
11 as I know, it just came up this week that he wouldn't
12 be available till the 25th. 2And I don't know how

13 long his testimony is, but I don't think it's that

14 1long. And he certainly can be ﬁut on early in the

15 morning if he's --

16 THE COURT: Or maybe he could be put on in
17 the evening.

18 MR. GERAGHTY: Whatever —-- yeah.

19 THE COURT: And so it wouldn't --
20 MS. MAY: I think that Respondent would

21 have significant questions —-- if Mr. Cousik is

22 admitted as an expert, I think that there would be
23 substantial voir dire on the part of Respondent, and
24 I believe that there would also be quite a few
25 qguestions as to the basis of his opinion. So I don't

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

believe that he would be a shor% witness.

Also since his expertéreport will be coming
in as his direct, essentially mést of the time would
be Respondent doing cross—exami%ation, which

Petitioners wouldn't know the amount of time that

that would take.

THE COURT: All right; I respect the
parties have tried to work this;out. And if you can
confirm and -- because, as Ms. May didnpoint out,
this trial was supposed to commence in April; and due
to Petitioner, we tried to accommodate and have it,
and this August date has been known for a while.

MR. GERAGHTY: Yeah. I -- yeah.

THE COURT: And also, when we had
conversations, it was The Court's belief that it
might spill into a second week; and I know now that
as we get closer it would definitely be a second
week. So I would have thought that when you were
first reaching out to your witnesses, you wouldn't
have even known if we would have still been in court
that date.

MR. GERAGHTY: Yes, Your Honor.

THE COURT: Okay. Anything further?

MR. GERAGHTY: We have one issue that we're

kind of struggling with with one of the witnesses.

44

(866) 448 - DEPO www.CapitalReportingCompany.com 2016

SA 0162




Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

Capital Reporting Company
|
i 45

1l His name is Dan Platkowski. Heis going to testify he
2 was a business associate of Ronis who made advances

3 to Ron and he also was involved%with some other

4 dealings with Ron.

5 He was going to testi%y he received a

6 subpoena from the IRS that askeé for all documents

7 related to VHC and Ron Van Den ﬁeuvel, and in

8 addition to his role as a lendeé to Ron and some of

9 the other transactions he carriéd on a lot of

10 business transactions with them: He was an engineer
11 so they would design -- he would do the design work
12 for Proctor & Gamble, for exampie.

13 And he has literally eight file cabinets

14 full of material that in talking to him he feels that
15 are -- 1is completely unrelated to the case in the

16 sense that it's drawings, it's related to his

17 projects that he worked on together with either Ron's
18 companies or VHC. And he's very concerned about it.
19 I know he called Lauren and asked and she
20 said no, they want all the docuﬁents. And he called
21 me to see what I could do and I've reached out to
22 Respondent and they —-- Respondent's position is that
23 they can't talk to us because wé don't represent him.
24 And we formally don't represent him. But -- and we
25 represent -- we want to make him trial effective, and

(866) 448 - DEPO  www.CapitalReportingCompany.com 2016
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1 it just seems —-- and we're just:looking for direction
2 from The Court as to kind of how to resolve this.
3 THE COURT: Well, I f%el that The Court
4 would review an appropriate mot%on to éuash by
5 someone who's representing -- |
6 MR. GERAGHTY: Yeah.
7 THE COURT: -= the Pet- -- representing the
8 witness. :
9 MR. GERAGHTY: Okay. iI was hoping we could
10 do something today in terms of %-
11 THE COURT: I don't -% no. We can't do
12 anything today about that.
13 MR. GERAGHTY: Ckay.
14 THE COURT: Is that it?
15 MR. GERAGHTY: One la%t issue that we have
16 kind of -- we're struggling witq is the supplemental
17 Stipulation of Facts. We've préposed it. I guess we
18 Jjust haven't heard from Respondént. We proposed it,
19 I think, two or three weeks ago.
20 But, you know, it wou¥d go a lot to kind of
21 get some of these notes in and %hings like that.
22 But, you know, Jjust leave it atICOurt's input if
23 anything can be done to kind ofEmove that process
24 along. |
25 THE COURT: Well, The Court always thinks

(866) 448 - DEPO www.CapitalReportinigCompany.com 2016
|

|
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it's in the best interest of the parties to stipulate
as much as they can. And, you know, if I get to a
situation during the trial when I think things should
be stipulated, I might just stoﬁ the trial and have
the parties stipulate.

But I just encourage éhe parties to use now
and between the start of the trial to continue trying
to work on what can be reached %qreement on the
stipulations.

I don't know if you had anything you wanted
to add on that, Ms. May. |

MS. MAY: Respondent %bsolutely agrees.

And actually the supplemental Séipulation of Facts
was provided to Respondent last%Tuesday. We've been
in the process of trying to rev%ew through the 2,000
pages of documents that Petitioﬁers have also
provided and meet the Scheduling order. We're
attempting to process things as quickly as possible.

I would point out thaf there's quite a few
things in the supplemental Stipulation of Facts that
have been discussed with Petiti%ners so they know our
position. And we're absolutelygattempting to work
with Petitioners on getting a sﬁpplemental

Stipulation of Facts in order. And we absolutely

know it would be in the best interest of parties, but

(866) 448 - DEPO www.CapitalReportirigCompany.com 2016
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we can't stipulate to things that we've clearly

objected to in the past. So we?ll continue to work
on them. !
i

THE COURT: All righti And I just wanted
to remind, because the issue ofithe electronic
courtroom came up, that The Cou@t is expecting, you
know, stipulations, the exhibité to come in
electronically, and that would include supplemental.
And we talked about having a seﬁtence at the end of
the stipulation agreeing that exhibits are being
submitted electronically. |

And then the other thing I just wanted to
remind the parties-too is The Court plans on having
—-— ordering the post-trial briefs to be hyperlinked.

MS. MAY: Yes, Your Honor.

THE COURT: And I don't know, Mr. Geraghty,

if you had anything further?
MR. GERAGHTY: No. Just to clarify, I

think the supplemental Stipulation of Facts was sent

July 20th is what somebody told me before I came

today. So I don't -- %

THE COURT: Okay.

MR. GERAGHTY: -- youéknow, I don't know
when it was but... _

I
THE COQURT: All right. So that concludes

48
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our business for today. Thank Qou.

THE CLERK: All rise.

(Whereupon, at 2:57

entitled matter was

é.m.} the above-

éoncluded.)

|
I
i
]
|
!

49

(866) 448 - DEPO  www CapitalReportingCompany.com 2016

SA 0167




Case: 18-3718 _.Document: 15. ._... Filed: 04/15/2019  Pages: 227

Capital Reporting Co%npany
|

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CERTIFICATE OF TRANSCRIBER AND PROOFREADER

CASE NAME: VHC, Inc. and Subsidiaries v.
Commissioner
DOCKET NOS.: 4756-15, 21583-15

We the undersigned, do hereby certify that the

foregoing pages, numbers 1 through 50, inclusi

ve, are

the true, accurate and complete: transcript prepared

from the verbal recording made by electronic
recording by Dylan Hinds on August 3, 2016, be

the United States Tax Court at its session in

fore

Washington, DC, in accordance with the applicable

provisions of the current verbatim reporting c
of the Court, and have verified the accuracy o
transcript by comparing the typewritten transc

against the verbal recording.

'ésmm&mmﬁg__il_‘tﬂb

Lisa Beauchamp 8/4/16
(Transcriber) + (Date)

unithap,Co0ler  81s/lp
d v

Cynthia Cooley 8/5/16
(Proofreader) (Date)

ontract
f the

ript
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179 SEC

UNITED STATES TAX COURT
WASHINGTON, DC 20217

VHC, INC. AND SUBSIDIARIES, ET AL., )
Petitioner(s), %
V. ; Docket No. 4756-15, 21583-15.
COMMISSIONER OF INTERNAL REVENUE, %
Respondent g
ORDER

These consolidated cases are calendared for a special session commencing on August 15,
2016, in Milwaukee, Wisconsin. Pursuant to a Court Order, the parties filed issues memoranda
on May 27,2016. On June 24, 2016, petitioners filed a motion in limine regarding new issues
allegedly raised in respondent’s issues memorandum. On July 1, 2016, respondent filed a
response to petitioners’ motion in limine. On August 3, 2016, the Court held a hearing in
Washington, D.C., on so much of the motion in limine as regards the substantiation of the $90
million in claimed loans. The parties appeared and were heard.

The primary issue in this case is respondent’s disallowance of deductions in taxable years
2004 through 2013, excluding taxable year 2005, for partially worthless debt. Petitioners
contend that advances to the debtors were debt based on all the facts and circumstances. In the
alternative, to the extent the Court finds that petitioners’ advances were not debt, petitioners
argue the advances are deductible as ordinary expenses under section 162.!

Petitioners contend that respondent’s issues memorandum raises the new issue that
petitioners have not provided substantiating documents reflecting the $90 million in loans
petitioners claim were extended to Ronald H. Van Den Heuvel and/or his entities.

Deductions are a matter of legislative grace, and a taxpayer must prove its entitlement to
a deduction. INDOPCO, Inc. v. Commissioner, 503 U.S. 79, 84 (1992); New Colonial Ice Co. v.
Helvering, 292 U.S. 435, 440 (1934). To that end a taxpayer is required to substantiate each
claimed deduction by maintaining records sufficient to establish the amount of the deduction and
to enable the Commissioner to determine the correct tax liability. Sec. 6001; Higbee v.
Commissioner, 116 T.C. 438, 440 (2001); sec. 1.6001-1(a), Income Tax Regs.

At this point, it cannot be determined whether petitioners have substantiated their
position. Absent agreement between the parties on this point, the question remains to be decided
by the Court after consideration of the evidence presented at trial, not before.

! All section references are to the Internal Revenue Code in effect for the years at issue.

SERVED Aug 04 2016
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Premises considered, it is

ORDERED that so much of the motion in limine as regards the substantiation of the $90
million in claimed loans is denied.

Kathleen Kerrigan
Judge

Dated: Washington, D.C.
August 4, 2016
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$125,000.00 11-30-05

For value received, Tissue Products Technology Corp. hereby promises to pay to the
order of Spirit Construction Services Inc. the principal sum of ONE HUNDRED
TWENTY-FIVE THOUSAND AND 00/100. DOLLARS ($125,000.00). The unpaid
principal of this Note shall bear interest until paid at an interest rate of prime as published
at Associated Bank, Green Bay. The unpaid principal and interest of this Note shall be
paid in full on or before May 30, 2006. The maker shall have the right to make

prepayments of interest or prinsipal without penalty at any time.
The Maker hereby agrees to pay all reasonable fees and expenses incurred for the
collection of this note if not paid on time.

Tissue Products Technology Corp.

Witness: X\(m" '{-)JJLA

VHC_112172
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a0 SPIRIT CONSTRUCTION SERVICES INC. - : L ThEL4S
. 11/30/05 Check #:
Vendor 10: TPTC - : Vendor Name: TPTC ' R
slee No. Date  Involece Amount  AmountFald  Dlscounts Taken  Cradits Taken Net Amount
113U05LOAN  11/30/05 125000.00 125000.00 0,00 0.00 125000,00

Net Check Amaunt ~ 425000.00

g v JOHNSON BANK
76-1185/T59 ?44 4 5

CONSTRUCTION SERVICES INC,
118 Coleman Bivd, ~ Savannah, GA 31408

. wewawensiaee Ong Hundred Twenty Five Thousand 8 00/100 Doflars BATE e . AMOUNT
- 11/30/05 ' *+125,000.00

L%
]
4!
| |
,. 2y avrgpg e s I'i'"l———/}

PAY ' ;
TO THE TPT 'VOID AFTER 80 DAYS

G 3
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Accrual Basis

Document: 15

VH. Inc.
Gene. .edger

As of December 31, 2006

Filed: 04/15/2019

Pages: 227

Type Date Num Name Mema Amount Balance

130 - NOTE RECENVABLE-ECO-FIBRE 7,127,521.68
Check 6083 BAYLAKE BANK ADDITIONAL LOAN 807500 749728007
Deposit 02/03/2008 08369 RE-BOX PAPER, INC. PRINCIPAL PAYMENT -69,758.39 712752168
AR a7 DAYCARE BANK AUUTHONAL TUAN 079539 19T 28007
Deposit 03032006 09395 - RE-BOX PAPER, INC. PRINCIPAL PAYMENT 69,758.33 . 7,127,521.68
Check 0372812006 6202 BAYLAKE BANK ADDITIONAL LOAN 68,758.39 7,197,280.07
Check 04/26/2006 6264 BAYLAKE BANK ADDITIONAL LOAN 63,7583 - 7.267.03646
Check 08/30/2006. 6317 BAYLAKE BANK ADDITIONAL LOAN 6975838 7.436,796.85
Check 0872812008 6372 MICHAEL BEST & FRIEDRICH, LLP LEGAL FEES 50775 1337,304.50
Check O7127/2006 5443 BAYLAKE BANK ADDITIONAL LOAN 6075839 7407.062.99
084712006 6485 MICHAEL BEST & FRIEDRICH, LLP LEGAL FEES 401522 TAN07621

DRRARODE . FIE 13T LEGAL FXPENSES 000 741107821

08/28/2008 6493 BAYLAKE BANK ADDITIONAL LOAN 69,756,390  7,480,836.60

GS2G2006 6545 BAVLAKE BANK ADDITIONAL LOAN £375838  7,550,504.90

092672006 6552 | MICHAEL BEST & FRIEDRICH, LLP LEGAL FEES FOR OFTUECO BANKRUPTCY 2271422 755286921

10/31/2006 8626 BAYLAKE BANK, BBT5B3Y 762252750

1172672006 6684 BAYLAKE BANK 6975839 7,692,385.89

Tolal 130 - NOTE RECEIVABLE-ECO-FIBRE 56488431 789238599

Page-toft
: VHC_112246
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5:32 AM VHC. Inc.

osenr .
Transact .1Journal

All Transactions
Trans# Type Date Num Name Memo Account
S R A s

Class  Debit Credit

Pages: 227

6,598 Check  01/30/2006 6083 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK

69,758.39

BAYLAKE BANK ~ ADDITIONAL LOAN 130 - NOTE RECENVABLE-ECO-FIBRE

69,758.39

TOTAL

60,758 39 6975839

[ —————
69,758.33  69,758.39

Page 1 of 1
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6:32 AM VHC._ Inc.

o818/
Transac. n Journal
All Transactions

Trans # T lemo A ant Class  Debit Credit
6,721 Check  02/28/2006 6147 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,768.39
BAYLAKE BANK - ADDITIONAL LOAN 130 - NOTE RECEIVABLE-ECO-FIBRE £9,758.39

TOTAL

69,753.39  69,758.39
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6:33 AM VHC, Inc,
08118/4”
Transac n Journal
Ali Transactions
o Trans# Type  Date  Num  MName  Memo . Account _ Class  Debit  Credit
6,836 Check ~ 03/28/2006 6202 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,758.39
BAYLAKE BANK  ADDITIONAL LOAN 130 - NOTE RECEIVABLE-ECO-FIBRE 59,758.39
-—
B i vl
TOTAL §0.758.30  69,758.29
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Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

TTE:33 AM VHC, Inc.
081811 ¢
Transac n Journal
All Transactions
Trans # Type Date Num Name Memo Account Class Debit Credit
7,012 Check  (4/26/2006 6264 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,758.39
BAYLAKE BANK ADDITIONAL LOAN 130 - NOTE RECEIVABLE-ECO-FIBRE 69,758.39

L 758: =0
S i ooy
TOTAL 69,758.39 69,758.38




Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

£3 758 2G
OF 003

For value received, Eco Fibre, Inc., hereby promise to pay to the order of VHC, Inc. the
principal sum of SIXTY NINE THOUSAND SEVEN HUNDRED FIFTY EIGHT AND
39/100 DOLLARS ($69,758.39). The unpaid principal of this Note shall bear interest
until paid at an inferest rate of prime as per Associated Barnk prime rate per annum. The

wimaid mrineinal and interest of thig Naote ehall he naid in filll an or hefore Octoher 74

CARARF AR prd ahalrifsicn Cashi ALIVGALAOL UL IS INUA DAkl W Bt ARk Atana WA UL LRARAT il ey

2006. The Maker shall have the right to make prepayments of interest or principal
without penalty at any time.

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the
collection of this note if nof paid on time

Bco Fibre, Inc.

RonaIdH Van ] Den Hmwd o
President

Witness: \\x g;;fg\)»&m»\ }’7’

By: C“//*‘ZT{TS,, (/} f&%"‘“

Steven C, Peters,
Secretary

Witness: ‘"‘"i\ﬁ\ O Q) éi:

VHC 112254

SA 0182



Case: 18-3718

Document: 15

Filed: 04/15/2019 Pag

es: 227

= ; : S —— 000 34 02 00058
YL iKE CUSTOMER RECEIPT
B A NK' A BN AAING A ToAACO
‘@ TRARSATTION NUIMBER, DATE, TYPFE AND AMOQUNT
OF TRANSACTION ANE SHOWN BELOW
_ﬁ MEMBER FDIC £ ? L - Y
 oxn A Baylake Comp. Company 3 ;' & 33? 27 0854 /64
STURGEON BAY, WISCOMSIN 54235-0000 Loan Fa St 19819
= }
e Ll %QS\&}?G fr] ;&S,.'ﬁ"‘;
¢ About Ouy Freg py nancial Reviey
NOR-NEGOTIABLE
ALLITEMS RECEIVED ARE SUBJECT TO THE CONRITIONS AND TERMS STATED ON BIGMATURE CARDS CURRENTLY USED
D W I I LA R D g WE L
GREEN BAY WI 54304 LOAN: 422602
A8 OF: 04/17/06
* P AS T D U E N OTTICE * PAGE 1
BORROWER : RE-BOX PAPER INC
LOAN TYPE: - COMMERCIAL MATURITY DATE: --09/10/24
PRINCIPAL BALANCE- 8,236,567.55 ORIGINAL LOAN DATE: 0s8/10/04
CURREN : :
INTEREST THRU 04/17/06: 62,161,768 LAST PAYMENT RECEIVED: 28/06
ONE DAY'S INTEREST: 1,590.11 LAST PAYMENT AMOUNT: 69,758.39
LATE CHARGE BALANCE: 30,463.73 erd
sxé.»}}} o
PAST DUE DATE: 04/10/06 @A~ 5
AMOUNT PAST DUE: 69,758 39 c&a*%li’

ADD ADDITIONAL LATE
¥ YOU HAVE GUARANTEED

LATE CHARGES:

TOTAL BAMOUNT DUE:

CHARGE OF 3,487.31
THE AROVE LOAN AND

VHC INC.
3080 Holmgren Way
Green Bay, Wi 54304

C O Fr Y

i FOR SECURITY PURPOSES, THE PORDER UF THIE DOCUKMENT CONTAINS MICRAPAINTING ==

30,463.73
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Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

6:34 AW VHC, Inc.

08/1814”
Transac n Journal
All Transactions

- Trans# Type — Date  Num  Mame — MHemo A t Class  Debit Credit
7,085 Check  05/30/2006 6317 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,758.39
BAYLAKE BANK  ADDITIONAL LOAN 130 - NOTE RECEIVABLE-ECO-FIBRE 69,758.39

TOTAL

o
£9,758.3869,758:3¢
I———————————

69.758.39  69,758.3%




Case: 18-3718 Document: 15

Filed: 04/15/2019

Pages: 227

$69,758.39

May 30, 2006

For value received, Eco Fibre, Inc., hereby promise to pay to the order of VHC, Inc. the
principal sum of SIXTY NINE THOUSAND SEVEN HUNDRED FIFTY EIGHT AND
39/100 DOLLARS ($69,758.39). The unpaid principal of this Note shall bear interest
until paid at an interest rate of prime as per Associated Bank prime rate per anmum. The
unpaid principal and interest of this Note shall be paid in full on or before November 30,
2006. The Maker shall bave the right to make prepayments of interest or principal

without penalty at any time,

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the

collection of this note if not paid on time.

Eco Fibre, Inc.

»r*?
f?/.f/fw M/ / &
e qv,«i‘

imnam H. Van Den Heuvel,
President

Witness:

s
Secretary

Witnéss: 52 LEC‘(.,L_J 5:9) A

VHC 112257

SA 0185
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Case: 18-3718 Document: 15 Filed: 04/15/2019

6134 AM VHC. Inc.

o8/
Transac n Journal
All Transactions

Pages: 227

Trans# Type Date Num Name Memo Account Class  Debit  Credit
7,210 Check  06/28/2006 6372 MICHAEL BEST & FRIEDRICH, LLP 100 - CASH IN BANK-ASSOCIATED BANK 1,015.50
MICHAEL BEST & FRIEDRICH, LLP LEGAL FEES 129 - NOTE RECEIVABLE-TPTC 507.75
MICHAEL BEST & FRIEDRICH, {1 P |EGAL FEES 130 NOTE RECEWABLE-ECO-FIBRE s B07.75

1,015.50 1,015.50

TOTAL

1.015.50 1,015.50
£ e e




Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

$507.75 June 28, 2006

For value received, Eco Fibre, Inc., hereby promise 1o pay to the order of VHC, Inc, the
principal sum of FIVE HUNDRED SEVEN AND 75/100 DOLLARS ($507.75). The
unpaid principeal of this Note shall bear interest until paid at an interest rate of prime as
per Associated Bank prime rate per annum.  The unpaid principal and interest of this
Note shall be paid in full on or before June 28, 2008. The Maker shall have the right to

make prepayments of interest or principal without penalty at any time.

The Malker hereby agrees to pay all reasonable fees and expenses incwred for the
collection of this note if not paid on time.

Eco ribre, inc.

oy A it

Ronald H. Van Den Heuvel,

i IGSI(!BIX[

, J
Witness: <3§}5i f giém P /f;;—a Medad

el (2L

b » PPN
Ly va ’\,

Steven C. Peters,

Sovratary ‘
m‘%wi f§ \//

Secretary
Witnesa: /b il

VHC 112259

SA 0187
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Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227
6:35 A VHC. Inc.
081811
Transac n Journal
All Transactions
Trans # Type Date Num Name Memo Account Class Debit Credit
7,339 Check  07/27/2006 6443 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,758.39
BAYLAKE BANK  ADDITIONAL LOAN 130 - NOTE RECEIVABLE-ECO-FIBRE 69,758.39
:0,758;39—59,—258.‘“’

TOTAL

69,758.39  68,758.39

Page 1 of1
)
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Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

6:35 AM VHC, Inc.
08M8/M7
N Transac a Journal
All Transactions
Trans# Type Date Num Name Memo A nt Class  Debit Credit

7,427 Check  08/17/2006 6485 MICHAEL BEST & FRIEDRICH, LLP 100 - CASH IN BANK-ASSOCIATED BANK 8,03045

MICHAEL BEST & FRIEDRICH, LLP LEGAL FEES 129 - NOTE RECEIVABLE-TPTC 4,015.23

MICHAEL BEST & FRIEDRIGH, LLPLEGAL FEES—430—NOTE RECENABLE-ECO-FIBRE—————————4.01522
8,03045 8,03045
TOTAL TB,030.45_8,030.45
eSS

Page Tof T

VHC_112261




Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

$4.015.22 August 17, 2006

For valus received, Feo Fibre, inc., hereby promise o pay to the order of VHC, Inc. the
principal sum of FOUR TH(')US;ANI} FIETEEN AND 22100 DOLLARS (34,015.22).
The unpaid principal of this Note shall bear interest until paid at an intercst rate of prime
ag per Associated Bank prime rate per aimwn. The uwapaid principal and interest of this
Note shall e patd 16 full on or belore Augn* t 17, 2008, The Maker shall have the right

to 'make prepayments of interest or principal withoiit penalty at any time.

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the
collection of this note if not paid on time.

b b ) T
LA TIULE, LA

By: % ,{;,,/

Ronald H. Van Den Heuvel

Droacident

,f,//

ERES L=yt s o

o\
Witniess /&} 3; fr Sty /'{‘m\
VY LA i PR Y R A Vz’\! 1'

=L (= ’}f

Ry' E B B T o \ B
Steven C, Peters,
meﬁtﬁrv

N4
Witness: \}m«&}% LU& {)\wt A4

9

Oy

VHC 112262

SA 0190



Lol0 VS

Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227
6:36 AM VHC, Inc.
08/18/4r -
Transac. aJournal
All Transactions
Trans# Type date Num Name Memo A t Class Debit Credit
7,451 Check  08/28/2006 6493 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,758.39
BAYLAKE BANK ADDITIONAL LOAN 130 - NOTE RECEIVABLE-ECO-FIBRE 89,758.3%
69,758:38—68,758.39
TOTAL 69,758.39  69,758.39
Pagetoft

VHC 112263
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Case: 18-3718 Document: 15 Filed: 04/15/2019

Pages: 227

53 Al VHC. Inc.
o08i18/1”
Transac. a Journal
All Transactions
Trans # Type Date Num Name Memo Account Class _ Debit Credit
S S S RS IO
7,557 Check  09/26/2006 6545 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,758.39
BAYLAKE BANK  ADDITIONAL LOAN 130 - NOTE RECEIVABLE-ECO-FIBRE 69,758.39
£8758.30 859.758.30

TOTAL

69,758.39 89,758.39
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Case: 18-3718 Document: 15 Filed: 04/15/2019

G AN VHC, Inc.
08/18H6
: Transac 2 Journal

PeTR -
All TTansacuons

Pages: 227

Trans # T@ Date Num Nzn_e Memo Account Class  Debit  Credit
7,564 Check  09/26/2006 6552 MICHAEL BEST & FRIEDRICH, LLP 100 - CASH IN BANK-ASSOCIATED BANK 454845
MICHAEL BEST & FRIEDRICH ttP—LEGAL FEES FOR OFTHECO BANKRUPTCY —125-NOTE E-TPT 2R
MICHAEL BEST & FRIEDRICH, LLP  LEGAL FEES FOR OFTVECO BANKRUPTCY 130 - NOTE RECEIVABLE-ECO-FIBRE 227432

TOTAL

454845 454848
B
454845 4,548.45




Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

$2.274.22 September 26, 2006

For value received, Eco Fibre, Inc., hereby promise to pay £ the order of VHC, Inc. the
principal sum of TWO THOUSAND TWO HUNDRED SEVENTY-FOUR AND 22/100
DOLLARS ($2,274.22). The unpaid principal of this Noté ghall bear interest until paid at
an interest rate of prime as per Associated Bank prime rate per annum. The unpaid
principal and interest of this Note shall be paid in full on or before March 26, 2007. The

: e s o F

b N I TGRS TR 0 SIFUAICES U, S SRR DRGNS, S RUSIPRRDR PRI SIS (. S NNPPCUY SNSRI SR SN SRS IR o K md
IVIARET 8ildil DEaVe i NENL WO INMAKE PDICPAYHGCHLS UL HIRIOsE 1 PLLCI Pl WIlHUUL PULidiLy dl

any time.

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the
collection of this note if not paid on time.

Eco Fibre, Inc. .

g o 7

Ronald H. Van Den Heuvel

,
PAS = ezt on = T st T S s F 2

President

Witness: Mﬁ&i}ﬁ&ﬁ hAs ’

By: W ‘{""Mﬂ’%’:}
Steven C. Peters,
Becretary

Witness: f ;W B \9,{/!’

VHC 112266

SA 0194



Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

$4.015.22 August 17, 2006

For valus received, Feo Fibre, inc., hereby promise o pay to the order of VHC, Inc. the
principal sum of FOUR TH(')US;ANI} FIETEEN AND 22100 DOLLARS (34,015.22).
The unpaid principal of this Note shall bear interest until paid at an intercst rate of prime
ag per Associated Bank prime rate per aimwn. The uwapaid principal and interest of this
Note shall e patd 16 full on or belore Augn* t 17, 2008, The Maker shall have the right

to 'make prepayments of interest or principal withoiit penalty at any time.

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the
collection of this note if not paid on time.

b b ) T
LA TIULE, LA

By: % ,{;,,/

Ronald H. Van Den Heuvel

Droacident

,f,//

ERES L=yt s o

o\
Witniess /&} 3; fr Sty /'{‘m\
VY LA i PR Y R A Vz’\! 1'

=L (= ’}f

Ry' E B B T o \ B
Steven C, Peters,
meﬁtﬁrv

N4
Witness: \}m«&}% LU& {)\wt A4

9

Oy

VHC 112262

SA 0190



Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

$2.274.22 September 26, 2006

For value received, Eco Fibre, Inc., hereby promise to pay £ the order of VHC, Inc. the
principal sum of TWO THOUSAND TWO HUNDRED SEVENTY-FOUR AND 22/100
DOLLARS ($2,274.22). The unpaid principal of this Noté ghall bear interest until paid at
an interest rate of prime as per Associated Bank prime rate per annum. The unpaid
principal and interest of this Note shall be paid in full on or before March 26, 2007. The

: e s o F

b N I TGRS TR 0 SIFUAICES U, S SRR DRGNS, S RUSIPRRDR PRI SIS (. S NNPPCUY SNSRI SR SN SRS IR o K md
IVIARET 8ildil DEaVe i NENL WO INMAKE PDICPAYHGCHLS UL HIRIOsE 1 PLLCI Pl WIlHUUL PULidiLy dl

any time.

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the
collection of this note if not paid on time.

Eco Fibre, Inc. .

g o 7

Ronald H. Van Den Heuvel

,
PAS = ezt on = T st T S s F 2

President

Witness: Mﬁ&i}ﬁ&ﬁ hAs ’

By: W ‘{""Mﬂ’%’:}
Steven C. Peters,
Becretary

Witness: f ;W B \9,{/!’

VHC 112266

SA 0194
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Case: 18-3718

Document: 15

Filed: 04/15/2019  Pages: 227

.38 AN VHC. Inc.
08/18/% Mo
Transac. a Journal
All Transactions
- Trans# Type Date Num  Name  Mema Account Class  Debit Credit
7,732 Check  10/31/2006 6626 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,758.39
BAYLAKE BANK 130 - NOTE RECEIVABLE-ECO-FIBRE £9,758.39
£9.758.30—B2.758.38
TOTAL 69,758.39 69,758.39

Page 1 0f1
g
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Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227
6:38 AM YHC. nc.
08/18/17 '

- Transac. aJournal
All Transactions
—————————————Trans# —Type—Date—Num—— Name——Memo————————Account———————Class—Debit—Credit
7,831 Check  11/28/2006 6684 BAYLAKE BANK 100 - CASH IN BANK-ASSOCIATED BANK 69,758.39
BAYLAKE BANK 130 - NOTE RECEIVABLE-ECO-FIBRE 69,758.38
69,758.39 68,758.39
TOTAL 69,758.39 69,758.39
Page 1o T

VHC 112268




Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

$750,000.00 September 30, 2006

For valve réceived, VHC, Inc. hereby extends to BEco-Fibre, Inc. (formerly Re-Box Paper, Inc.), aline of
credit in the amount of SEVEN HUNDRED FIFTY THOUSAND AND NO/100 DOLLARS
($750,000.00). BeoFibre, Inc. hereby promise to pay to the order of VHLC, Inc. the principal draws on this
ling of eredit plus interest. The unpaid principal of this Note shall bear interest until paid at an interest rate
of prime as per Associated Bank prime rate per annum,. The inpaid principal and interest of this Note shall
be paid in full oni'or before Seplember 30, 2008, The Maker shall have the right to make prepayments of

interest or principal without penalty at any time.

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the collection of this note if
not paid on time.

Eco-Fibre, fnc /;amm iy Re~}30x P’ﬂ{? Q}”I““
s / :

By :
Ronald H. Van Den Heuvel,
President

Witnegs: U‘ﬂqiﬁlf\% | flf {)\{.‘Ef{ L'Y\ﬂ/%n!%l

A
11][5 !)"tﬁ lepifﬂzﬁs Tt ti&{Eu 1\/ dl‘w l , Eavivie)

Date Deoription Anmgunt Balance
03/15/05 De Pere Water $151,3586.52 $151,356.52
05/03/05  Baylake Bank $69,758.39 $221,114.91
06/28/05 Baylake Bank $69,758.39 $290,873.30
08/20/05 - Baylake Bank $69,758.39 $360,631.69
08/29/05 Baylake Bank $69,758.39 $430,390.08
10/28/05  Baylake Bank $69,758.39 $500,148.47
11404705 Baylake Bank - loan repaid (369,758.39) $430,390.08
11/28/05° Baylake Bank $69,758.35 $500,148.47
12730005 Baylake Bank $69,758.39 $569,906.86
03/28/06 Baylake Bank $69,758.39 $639,665.25
07/271706 - Baylake Bank $£69,758.39 $709.423.64
Approval granted to increase the line

OR/28/06_Baylake Bank $69,758.30 $779,182.03
09/26/06 . Baylake Bank $69,758.39 $848,940.42
10/31/06 Baylake Bank $65,758.39 $918,698.81
11/28/06 - - Baylake Bank $69,758.39 $988,457.20
01/02/07 - Baylake Bank $69,758.39 $1,058,215.59
01/30/07  Baylake Bank $69,758.39 $1,127,973.98
06/04/07 - Baylake Bank $69.758.39 $1,157,732.37
Balance at 12/31/07 = $1,197,732.37

VHC_112269

SA 0197



Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

$750,000.00 March 31, 2006

For value received, VHC, Inc. hereby extends to Eco-Fibre, Inc. a line of credit in the
armanint AFERYVER ITITNNIRPET) E‘YDT’V TEHOIICANTINO/IOONODT T ARS (L7850 OO0 OO0
QUM LIALE L I3 ¥ Sl ¥ LAAJAINIZANVESES X AL L A LANS NI IR N LS LU AN IR RANGS W P W

Eco-Fibre, Inc. hereby promises to pay to the order of VHC, Inc. the principal draws on

)}
Je

, Ine,
this line of credit plus interest. The unpaid principal on this line of credit shall bear
interest until paid at an interest rate of prime as per published by Associated Bank per

annum. The unpaid principal drawn plus interest shall be paid in full on or before

Sentermber 10, 2006, The Maker shall have the right to make nrenavment of interes or

Plvlllu\‘l‘ JU s WFRT RS o £ ALt LY RGAAWWA JREGAEA a2 PEARS LAFaAib BN LALGEENS Hl Vy“]ll&v}l\- A LAALASE b l- AL

principal without penalty at any time,

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the

collection of this note if not paid on time.

Eco-Fibre, Inc. (formerly Re-Box Paper, Inc.) g sz

v Uk fote 729 2

o, bal on -

W,/ Al Joan 9 ’if/&’e 49 FEF. B

g% ?’ %Q%M / pur, 0. 42
3 Pty el | U f—torr—to) ot 75 i
{ ek 7 I U/ Wmmw
Steven C. Peters Erv e N
Secretary ‘\
i LAY Soan ‘jzf‘*"’%ﬁ»’* L’fww»f’f'
‘ 988, 4$7. 20
Witness: g Ym0 » NK® rons Adl) oo i [2)nn 40 25w
Q 4
i
Draws (Paydowns) ;

Date Amount Pescription }\\ g
03/15/2005  § 151,356.52 De Pere Water i 577
05/03/2005 % 69,758.39 Baylake Bank |
06/28/2005 $ 69,758.39 Baylake Bank 5
08/02/2005 $ 69,758.39 Baylake Bank ki
08/29/2005 § 69,758.39 Baylake Bank
11/04/2005  § (69,758.39) Check 9314 10/28 —held to 1 lf{)sfi‘\

11/28/2005 :;E 69 75‘8,‘3&:§W Da.ymk& Bank
$ 500,148.47
3
Additions: 3 69,758.39 Baylake Bank 12-30-05 Lo
" Q‘/Jya O 20 g

(TR e+t i ,l =
TOTAL $-569;906:86- t AR € R i
e e {Oiﬁ{ BE, ,
piﬂﬁ; of wgﬁc;:gﬁg_ﬁg% s 3/15/05 due 3/31/06 yd

/} % 5Lf f‘"nc)aﬁ/” ok 7'?;—&{%‘/

H ’i“.‘ oo oar Mg {{"?}'3 e g~2.«?’”"¢"

EOT: I S

VHC 112270
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Case: 18-3718  Document: 15 Filed: 04/15/2019  Pages: 227

For Value Received, Vhe, Inc., hereby extends to Eco Fibre, Inc a line of credit in the amount

of Seven Hundred Fifty Thousand Dollars ($750,000.00). Eco Fibre, Inc hereby promises to pay
to the order of VHC, Inc the principal draws on this line of credit plus interest. The unpaid principal
on this line of credit will bear interest until paid at an intersst rate of prime as per published by
Associated Bank per annum, The unpaid princlpal drawn plus interest shall be paid infullonor

SEVLIGIEE PO

before March 31, 2006. The Maker shall have the right to make prepayments of interest or principal
without penalty al any time.

The Maker hereby agrees to pay all reasonable fees and expenses incurred for the collection
of this note inot paid on time

Eco Fibre, Inc ( o G/
R L
VLD

T

Steven C. Peters
Secretary

Witness: -
e
Draws (Paydowns}
Date 5% Description

3/165/2005 $ 151,386.52 De Pere Water
5/3/2005 & 69,758.39 Baylake Bank
6/28/2005 § 69,758,309  Baylake Bank
8/2/2005 § 69,758.39 Baylake Bank
8/29/2005 %  69,758.39 Baylake Bank
10/28/2005 § 69,758.39  Baylake Bank
11/4/2005 $ (69,758.39)  Check 9314 10/28 - held 10 11/04
11/29/2005 $ 69,758.39 Baylake Bank

“$ 500,148.47

. i -

ST R
Additions: m%;g“k AR, Vg W N TR
Beq a9t Ye Bed once 172-3-0F

BT BRI T

- LGBV DG 22O

BN, 1DE. B R RB Sl
; R L = T S § N
9, 758. 39 4262

[y B X
5 Ee 2

N - ]
f:??";‘ S S F
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Case: 18-3718 Document: 15 Filed: 04/15/2019  Pages: 227

0 ¥HC-—Ecofibre/Rebox - —— —

Payments — 2006




L0CU VS

344 PM
oTiSIE
Accrual Basis

Case: 18-3718

Document: 15

VHC, Inc.
Gene ‘“edger

Filed: 04/15/2019

Pages: 227

Type Dafe Num Name Memo Amount Balance

130 - NOTE RECEVABLE-ECOFIBRE 7,427,521.68
Check S4300008 2083 BAYLAKE BANK ADDITIOMAL LOAN. £075830  7197.280.07
Deposit 02/032006 03388 RE-BOX PAPER, INC. PRINCIPAL PAYMENT -69,758.39 7,127 521.68
Chetic 8147 BAYLAKE BANK ADDITIONAL LOAN Qi 7197.280:07
Deposit 03/03/2006 00395 RE-BOX PAPER, INC. PRINCIPAL PAYMENT -69,758.39 7.127,521.68
Chedk 8202 BAYLAKE BANK ADDITIONAL LOAN 5975839 7,197 28007
Chack 041262008 6264 BAYLAKE BANK ADDITIONAL LOAN 69.758.39 7.267038.48
Check 05/30/2008 8317 BAYLAKE BANK ADDITIONAL LOAN 69,756.39 7,338,796 85
Check 06/28/2006 6372 MICHAEL BEST & FRIEDRICH, LLP LEGAL FEES 507.75 7.337304.60
Check 0712712006 6443 BAYLAKE BANK ADDITIONAL LOAN 69.758.39 740706298
Check 08/17/2006 6485 MICHAEL BEST & FRIEDRICH, LLP LEGAL FEES 401522 741107821
Geaneral lourmal ORI2472006 FIE 137 LEGAL EXPENSES 0.00 7.411,07821
Check 08/28/2006 6483 BAYLAKE BANK ADDITIONAL LOAN 69,758.38 7.480,836.60
Chiesk 5262006 6545 DAVLAXE BANK ADDITIONAL LOAN sa7sRae 7550
Check 09/26/2006 8552 MICHAEL BEST & FRIEDRICH, LLP LEGAL FEES FOR OFTVECO BANKRUPTCY 75521
Check 10/31/2006 5626 BAYLAKE BANK 7.
Check 11/28/2008 6684 BAYLAKE BANK 7,692,

Total 130 - NOTE RECEIVABLE-ECO-FIBRE 7,692,
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MONTHLY PAYMENT GUARANTY

This Agreement dated as of the _[Q{A day of September, 2004, is by and
between BAYLAKE BANK ("Baylake") and VHC, Inc. ("VHC"),

RECITALS
A.  Re-Box Paper Inc. (“Re-Box”), Partners boncepts Development,
Inc. (“PCDI”) and Tissue Products Technology Corp. (“TPTC”) are currently
indebted to Baylake Bank in the sum of approximately $6,014,432.00, for which
VHC guarbntees the monthly payments. A portion of the debt arose from a prior

obligation for which VHC was obligated.

B. Baylake was willing to take an assignment of the debt without
requiring VHC to continue as a co-Borrower and is now willing to lend an
additional $3,020,000.00 pursuant to a Business Note (the “Note”) to Re-Box,
PCDI and TPTC without requiring VHC to be a co-Borrower.

C. VHC has agreed to guaranty the monthly payments owed by Re-
Box, TPTC and PCDI on the new loan totaling $9,034,432.00.

AGREEMENTS

Now therefore, in consideration of the Recitals and the mutual covenants
and agreements contained herein, the parties agree as follows:

1. Monthly Payment Guaranty. In each and every month commencing

October _ {0 , 2004, in which Baylake receives in the aggregate less than

$ 59,39 _from Re-Box, TPTC and PCDI, VHC agrees to pay Baylake the
difference between what Baylake has received from Re-Box, TPTC and PCDI, if
anything, and $_69, 758,39 . Such amount shall be paid by VHC to Baylake in
cash within 48 hours of receipt of written notice from Baylake that an amount is
due. Baylake acknowledges that payment from Re-Box, TPTC and PCDI under
the Note is not due until the_25+4, day of each month and Baylake shall not give
notice to VHC prior to that date. All amounts paid by VHC hereunder shall be
applied against the amounts due Baylake under the Note.

2, Guaranty Absolute and Unconditional. VHC’s obligations

hereunder shall continue until the $9,034,432.00 owed under the Note is paid in
full and shall be enforceable against VHC notwithstanding any failure on the part
of Re-Box, TPTC and PCDI to pay amounts due, including without limitation,

Exhibit 554-J
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failure by Re-Box, TPTC and PCDI to pay due to: (a) the dissolution of Re-Box,
TPTC and/or PCDYI; and (b) the bankruptcy of Re-Box, TPTC and/or PCDI.

Notwithstanding anything herein to the contrary, this Guaranty by VHC is
limited to a guaranty of the $_& 7, 758,39 monthly payments (until the
$9,034,432.00 due under the Note is paid in full). Under no circumstances shall
this Guaranty be construed to make VHC liable for any balloon payment or any

other obligation other than the $_£9, 758,39 monthly payment until the
$9,034,432.00 is paid in full.

3. Waiver. To the extent not prohibited by applicable law, VHC
expressly waives: (a) notice of the acceptance of this Guaranty-and proceedings to
collect from Re-Box, TPTC and PCDI or anyone else; (b) presentment, demand,
notice and protest; (c) any right to disclosures from Baylake regarding the
financial condition of Re-Box, TPTC or PCDI or the enforceability of the
$9,034,432.00 Note; and (d) all other legal and equitable defenses.

4, Consent. To the extent not prohibited by applicable law, Baylake
may from time to time without notice to VHC and without effecting the liability of
VHC: (a) surrender, release, impair, sell or otherwise dispose of any security or
collateral for the $9,034,432.00 Note; (b) release or agree not to sue any guarantor
or surety of the $9,034,432.00 Note; (c) fail to perfect its security interest in or to
realize upon any security or collateral; (d) fail to proceed against Re-Box, TPTC,
PCDI or any guarantor or surety; (e) renew or extend the time of payment; (f)
increase or decrease the rate of interest due under the $9,034,432.00 Note pursuant
to the terms of said note; (g) accept any additional security or collateral; (h)

- determine the allocation and application of payments and credits and accept partial
payments; (i) detetmine what, if anything, may at any time be done with reference
to any security or collateral; and (j) settle or compromise the amount due or owing
or claimed to be due or owing from Re-Box, TPTC and PCDI or any guarantor or
surety, which settlement or compromise shall not affect VHC's liability for the full
amount of the unpaid portion of the $9,034,432.00 Note.

VHC expressly consents to and waives notice of all of the above. To the
extent not prohibited by law, VHC and Baylake consent that venue for any legal
proceeding relating to collection of the amounts due under this Guaranty shall be
in the Courts of the State of Wisconsin located in Brown County, Wisconsin, or
the Federal District Court for the Eastern District of Wisconsin.

5. Persons Bound. This Guaranty benefits Baylake, its successors and
assigns, and binds VHC, and its successors and assigns. This Guaranty shall
-continue in full force and effect notwithstanding any change in structure or status

VHC_004780
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of Re-Box, TPTC, PCDI or VHC whether by merger, consolidation,
reorganization or otherwise. .

6. Entire Agreement. This Guaranty is intended by VHC and Baylake
as a final expression of this Guaranty and as a complete and exclusive statement of
its terms, there being no conditions to the full effectiveness of this Guaranty, This

Guaranty may not be supplemented or modified except in writing.

7. Wisconsin Law. This Guaranty shall be’ governed by and construed
in accordance with the laws of the State of Wisconsin. '

8. Jointly Drafted. Baylake and VHC acknowledge and agree that this
Guaranty was drafted jointly by them and that no provision shall be construed for
or against either of them on the basis that such party was the drafter hereof,

9. Headings. The headings in this Guaranty are for convenience only
and shall not be construed as part of the Agreement,

. 10 Counterparts; Facsimile Signatures. This Agreement and any
amendment hereof may be executed in several counterparts, each of which shall be
deemed to be an original and all of which together shall constitute one agreement.

Facsimile copies of any of the parties’ signatures shall be deemed effective
execution of this Agreement by such party.

Dated as of the day, month and year first above-written,
BAYLAKE BANK

By:_ﬁcs%

VHC, INC,

By:ﬁ'/§ d M/

David E. Van Den Heuvel, President

By: . |
Nancy A. Stedlpflug, Secr,

VHC_004781
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BAYLAKE BANK
ADDENDUM TO COMMERCIAL NOTE

ADDENDUM, effective this 10™ day of September, 2004 by Re-Box Paper, Inc.,
Partnership Concepts Development, Inc,, and Tissue Products Technology Corp.,
collectively called “Borrower”, in favor of Baylake Bank, a Wisconsin banking

corporation, hereafter called “Bank”,

WHEREAS, Borrower has executed herewith a certain Promissory Note dated
September 10, 2004, in the sum of Bight Million Nine Hundred Sixty Three Thousand
three hundred fifty two and 16/100 ($8,963,352.16) Dollars, called the “Note”, under a
credit arrangement with Bank for Loan #422602, said note being incorporated herein by
reference and attachment thereto,

NOW, THEREFORE, in consideration of the execution of the aforesaid Note
and of the mutual benefit accruing to Borrower and Bank, Bomrower hereby
acknowledges, accepts, and commits to the performance of the following terms and
conditions subject to the same terms of performance and default set forth in the Note as if
these terms and conditions were contained and shall be enforced for all purposes and
remedies as if they had been made a part of the Note.

Borrower shall execute and bring into existence a certain OFTI to SCA Tissue
Parent Roll Supply Agreement, dated as of July 30, 2004 by completing the said
agreement on or before October 10, 2004 and any failure or delay in the completion,
execution, and creation of said Agreement by said date shall constitute a full an
irrevocable default under the terms of the Note and the underlying Loan Agreement,
This addendum replaces an addendum dated August 16, 2004,

Page 1 of 2
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IN WITNESS WHEREOF, Borrower has executed this Addendum at Green Bay,
Wisconsin effective as of the date first set forth above,

RE-BOX, INC. PARTNERS CONCEPTS
DEVELOPMENT, INC.

Pages: 227

P AN =777 v h e
Ronald H. Vandenheuvel, President

BY: % B
Ronald .Vandigeu el, President
BY: Eé‘ BY: Li (/A

Steven C., Peters, Secretary Steven C, Peters, Secretary

TISSUE PRODUCTS TECHNOLOGY
CORP. o

BY:

Ronald VZenheuvel, ident
BY: @

Steven C, Peters, Secretary

Page 2 of 2
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LOAN PURCHASE AND ASSIGNMENT AGREEMENT

THIS LOAN PURCHASE AND ASSIGNMENT AGREEMENT, dated as of
April 28, 2006, is made by and between ASSOCIATED BANK, NATIONAL ASSOCIATION
("Assignor") and VHC, INC., a Wisconsin corporation ("Assignee").

WHEREAS, Assignee desires to purchase from Assignor and take an assignment
of all of Assignor's right, title and interest in, to and under the documents and instruments
described on Schedule | attached hereto (collectively, the "Loan Documents") relating to certain
loans (collectively, the "Loan Facilities") from Assignor to Partners Concepts Development, Inc.
and Tissue Products Technology Corporation. ({/k/a PCDI Oconto Falls Tissue, LLC)
(collectively, the "Borrowers") and all obligations of the Borrowers related thereto to Assignor
under the Loan Documents, on the terms and conditions set forth herein; and Assignee has agreed
to undertake such purchase and assignment from Assignor on such terms and conditions.

NOW, THEREFORE, for good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Assignment. Assignor hereby unconditionally and irrevocably transfers,
sells and assigns (o Assignee, without recourse, all of Assignor's right, title and interest in, to and
under the Loan Facilities.

2. Purchase Price. In consideration for the above described assignment,
Assignee shall pay Assignor at Closing (as defined hercin), in good funds, the sum of $8,271,001.42
(the "Purchase Price”). The Purchase Price shall be in the form of a transfer of funds from Assignee

to Assignor from the accounts of Assignee maintained at Assignor.

3. Closing. Subject to satisfaction of the conditions set forth in sections 4 and 5
hereof and the due execution and delivery of this Agrcement by the parties hereto, the closing
("Closing™) of the transactions contemplated herein shall take place on April 28, 2006.

4, Assignor's Obligations Prior to Closing. Assignor agrees that it shall, prior to
or at Closing, deliver to Assignee all original Loan Documents listed on Schedule } attached hereto.

5. Assignee's Obligations Prior to Closing. Assignee, prior to or at Closing
shall have consurmnmated the refinancing of its obligations to Assignor and the proceeds thereof shall
have becn deposited in Assignee's accounts at Assignor.

6. Assignor's Representations and Warranties. Assignor makes no
representations, warranties or affirmations (expressed or implied) of any kind or nature
whatsoever regarding the Loan Facilities, the Loan Documents or the Borrowers, except as to the

following:

(a) Assignor has all necessary corporate power and authority to
execute and deliver this Agreement and to consummate the transactions provided for herein and
the execution and delivery of this Agreement by Assignor and the performance by it of the

MW\I307715
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obligations to be performed hereunder have been duly authorized by all necessary and
appropriate action; and ’

(b) Assignor is the owner of the Loan Documents and has not
previously assigned or transferred its right, title or interest in the Loan Documents.

7. Assignee's Representations and Warranties. Assignee hereby represents
and warrants that:

(a)  Assignee has all nccessary corporate power and authority to
execute and deliver this Agreement and to consummate the transactions provided for herein and,
the execution and delivery of this Agreement by Assignee and the performance by it of its
obligations to be performed hereunder have been duly authorized by all necessary and
appropriate action.

(b)  Assignee has made its own independent credit analysis of the
Borrowers and has made its own independent review of the Loan Documents. Assignee has
agreed to purchase the L.oan Documents based upon such information and documents as
Assignee has deemed necessary for such review. Assignee has independently ascertained the
reliability and completeness of any information contained in the Loan Documents and regarding
the Borrowers related thereto. Assignee hereby accepts the full risk of payment of the Borrowers'
obligations to Assignor under the Loan Documents.

8. Exercise of Rights and Remedies. Assignee is hereby unconditionally and
irrevocably empowered by Assignor to exercise, discharge and enforce all of the rights,
obligations and rémedies provided for under the Loan Documents and at law regarding
Borrowers and the Loan Facilities, in its own name and for its own account and at its own risk.

9. Miscellaneous.

(a) This Agreement shall inure the benefit of and be deemed binding
upon the successors and assigns of the parties hereto.

(b) This Agreement represents the entire agreement of the parties with
respect to the subject matter hereof, and its provisions shall not be modified or waived in any
manner, except by the written consent of the parties. This Agreement shall be construed without
regard to any presumption or any rule requiring construction against the party causing this
Agreement to be drafted.

(c) The validity, interpretation and enforcement of this Agreement
shall be governed by the laws of the State of Wisconsin (irrespective of such state's choice of

laws rules).

[Signature Page Foilows]

MW\I 307715 2
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[Signature Page to Loan Purchase and Assignment Agreement]

"~ ASSOCIATED BANK, NATIONAL
ASSOCI g '

By:_, g
Titler 7 .52,.. . Voet (Jeetil-#

VHC, INC.

By: Q/%%///

Title: e 2=
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SCHEDULE 1
Loan Documents

I, Business Credit Agreement dated as of November 30, 2001 between Assignor and Partners
Concepts Development, [nc.

2. Business Note dated December 8, 2001 in the stated principal amount of $3,995,000 issued by
Custom Paper Products, Inc. and PCDI Oconto Falls Tissue, LLC (k/n/a Tissue Products Technology
Corporation) and payable to the order of Assignor.

3. Selective Business Security Agreement dated as of May 8, 2001 from Custom Paper Products
Corporation to Assignor.

4, Continuing Guaranty (Unlimited) dated as of May 8, 2001 from Ronald H. VanDenHeuvel to
Assignor with respect to the obligations of Custom Paper Products, Inc. to Assignor.

MW\AI307715
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CUSTOHER #: B629366 ACCOUNT #: 9001R .
BUSINESS NOTE - oo
. {Use only for business purpase lbans) Dores nef checked
. ) . w0 Inapplicobly, 1
CUSTOM PAPER PRODUCTS, INC. " - i
PCDI_OCONTO FALLS TISSUE, 778 DECEMBER 8, 2001 5 3,995,000,00
. FORERy B : {DATE)
1.'Promise to Pay and F Schedule. The igned ("Maker,” whether one or more) promises lo pay lo the orderof __Associated
Bank, N.A. . (Lender) at_200 N . Adams 31: PO ng
19006, Green Bay 54307-3006 W n, the sum of $ 3,995,000.00 .
[Check (a), (b), {c) or (d); only ane shall apply.]
(a) (&l Single P. t. In one on_MAY B, 2002 . plus interest payable as set forth below unless Interest is shown on
line 4 al the boltoin of this Nole. : !
w0 af and n,_nfa equal pay ol§ n/a due on n/a and on
[CJtne same day(s) of each n/a ‘month [J every 7ih day ihersafter (7] every 141h day ihereafter, PLUS a final -
payment of the.unpaid balance and accrued interest due on n/a all subject Lo modification as set lorth
in 2(b) below, if app Al s include principal and Interest. '
© 0 ot pal.in__0/8  equal s of princip ols_n/a due on n/a and on’
D_ the samae day(s) of each n/a maonth th at 3 every 7ih dny thereatier [] every 1dih day therealter, PLUS a final
payment of the unpaid g jpal due an n/a : PLUS interest payable as sel forth below.
(@){] Other. n/a : - M
2.0 Calgulation. If the of interest js not shown on line 4 below, this Nole bears interest on the unpald principal b before ¥
[Check (a) or (b) or complate line 4 halm only ene shall apply.]
(a){%] Fixed Rate. At the rate of ___2 . 50 —Z 22U % per year. .
(] [ variable Rate, At the annual rate which Is equal to the following Index Rate, [Jplus ) minus n/a- percentage poinls ("Mote Rate*), and
the Noto Rate shall be adjusted as provided below. The Index Rate ls:+ . -
[ The prime rate [J Tl}e reterence rate [] The base rate adopted by [] Lender [] nfa

— n/a trom time to lime as its base of 1elerence rale for Interesi rate determinations. The Index Rale may
of may not be the lowes! rale charged by Lender. - -
n/a -

The nitial Note Rate Is n/a %. An in tha Note Rate wilt resull in an increase or decrease in (1) (] the amount of each payment of
interest, {2) [Jthe amount of the final payment, (3) (] the nurnbur of scheduled periodic payments sufficient 1o repay this Mote in substantially equal
P s, (4)] the t of each of ipal and Interis! o that those Q pay will be ially equal and
sulficient to repay this Note by its'scheduled maluuily date, (5) [(Jhe of each of p ipal and interest {other than the
final payment) so that ‘those g pay will be ially equal and suflicléent to upav lhls Note by s scheduled maturity date based on
the original amartization schedule used by Lender, plus the linal payment of principal and Interest, or {6) [] n/a

in 2n, Lender Is to change the amount of periodic payments il and lo the extent necessary to pay In full all acerued Interest owing on
this Note. The'Maker aprees to pay any ling pay or The Note Rate shall be adjusted only an the following change dates: 'D the
first day of each month [] each scheduted payment date [J as/x:_:d when the index Rate ges [ n/a :

Interestis computed:

(c} &} For the aciual number of days principal is unpald on the basis of [¥] a 360 day yoar [ a 365 day year. .

{d) ] For the number of days principal Is unpaba an the basis of a 350 day year, counﬂng each day as 1/30th of a monih and disrogalding differences In

. lengths of months and years.

Unpald principal and Inlerest bear interest alter maturity uniil paid (whether by accelaration or lapse of time) at the rate [ ] which would otherwise be .
Pf plus T/ & _ percéntage points ] of 14 . 25 0% per year, d on the same basls as the Intarest rale belore malurity,

3. y 1. Interest is pay on JANUARY 8, 2002 vand on [§] the same day of each _succeeding month

wereafter, [] every 7ih day thereafter, [T] every 14ih day therealter, and at maturily, or, if box 1({b) is checked, at the imes so Indicaled.

4. Other Charges. If any payment (other than the final payment) is nut made on or belore the_1OTEH day efler its due dale, Lender may collect a

dolinquency charge of _5 . 0 0% of the unpaid amounl. Maker agrees lo pay a charge of $ 15.00 for each check presented for payment

under this Note which Is retumed unsalisfied. -

5. Prepayment. Full or partial prepayment of this Note [] Is permitted at any.time without penalty [ *SEE_ADDITIONAL PROVISIONS

THIS NOTE INCLUDES ADDITIONAL PROVISIONS ON REVERSE SIDE.

CUSTOM PAPER PRODUCTS, INC,
PCDI OI’_‘DNTO FALLS TISQUE‘ LLC -__(SEAL)

A WISCONSIN CORPORATION .
[} of Crganizalion) e N

~
ISEN-J

DAHIEL P, KOHSKI ESIDENT
_Hxiﬁ@-;— {ssm.l
R STEVEN C P%g g Z
rapplicable uniess filled in (use for add-on Joans enly). ' C PELER (SEA.L)

. Loan Froceeds. $ ng a - /
Cr. Lita Ins. Charge _ mnfa . :
Cr. A& Slns. Charge - n/a )
Interest (Add-on) . __mnfa , ' T 2107 AMERICAN BLVD
o n/a . .
Face Amount Of Note 3 n{a WI_54115 920-336-7
FOR LENDER CLERIGAL USE ONLY
-nekad, ifzen b "
sin- ot acekdant and -i:uun lesurance it !oqunhd & WA 450 may be required.
nsusssn /5, 7¥s . . B4E/HIUJGREGORY J LUNDBERD
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" ADDITIONAL PROVISIONS . v B

6. Defaull and Enfo. Upcm-lhe of any one or rrmre of the following events of default: f,a} Maker fails to pay any amount whsn i
under this Nole or undaer any other [nsl it any | of Maker to Lender, (b) any representation or warranty made under this Nola or
information provided by Maker to Lender in connection wilh this Note is.or was false or fraudulent In any material uspecl e} @ material adverse change
oceurs in Maker's'financial condition, (d) Maker fails to imely observe o perform any of the is or dulies ined in this.Nole, () any guarantes of
Maker's obligations under this Note is revoked or becomes unentarceable for any reason, (I Maker, Maker's spouse or a surety or guarantor of this Note
dies or ceases lo exlsl, (g) an event of default occurs under any sgteemem sucu:ing this Note, or {h) Lender deems itself Insecure, than the unpaid balance
shall, al the option of Lender, withoul nolice, ma!ur\e and ble. The unpald balance shail luwmalically malure and become
imimedialely payable in the event any Maker, surely, | lor b the subject of bankruploy or other.insolvency proceedings. Lender's

- receipt ol*any payment on this Nole aller the occurrence of nn “evenl of default <hall nol constitule a walver of the delauil or the Londars rights and
remedies upon such default. To the exlent not prohibited by law, Maker consents thal venue lor any legal ing relaling 1o collection of this Note shall
be, at Londer's aption, the counly in which Lender has Mts principal office In this state, the county in which any Maker resides or the county ln which this Note
was execuled.

7. Security. This Nole is secured by all exisling and fulule secuiily agreements ann morlgages between Lander and Maker, belwnn Lender and any
indorser or guarantor of this Nole, and between Lender and any other person providing collateral securfly for Maker's obligations, and payment may be
accelerated according 1o any of them. Unless.a lien would be prohibited by law or would render a nontaxable account taxable, Maker granis lo Lender a
sacurily interest and lien in any deposit aceounl Maker may al any time have With Lender. Lender may, at any lime aller an occurrence of an event of
delaull, rﬁgul nolice or ‘demand, set-ofi against any deposit balance or olher money now or hereafter owsd any Maker by Lender any amount-unpaid
under thi °

#. Rights of Lender. Withaut aflecling the Hability of ary Makaer, inds surely, of Lender may, without mnoe. accept parlial paymenis,
release of impair any y for tha pay of Ihis Nole or agree not to sue any parly liable on il. Lender may apply prepaymenls, if permitted,
to such fulure installmenis as Il elects. Lender may wilhout nolice to Maker apply payments made by or for Maker 1o any obligations of Maker lo Lender.
\Mlhnul aflecting the i rahilty of any indorser, surety or guarantor, Leader may from lime o lime, without notice, renew or extend Ihe time for payment.

9.0 and A of Maker, The obligations under this Nuw n! all Makers are jolnt and several. All Makars, lnduraers. surelies, and
guacaniuls agfae to pay 3l costs of colrecllon belore and aller j atlomeys' lees {including those i d In

t ol any i by Maker or incidenl lo any action or p g Maker 10 the Unitéd States
Barlluuphcy Code) and waive preseniment, protest, demand and nofice of dishonor. Maker agtees L] Indmnlfy and I\olﬂ haunlnss Lender, ils directars,
olficers, employees and agents, from and against any and all claims, damages, judgments, penallias, and " lees,
atising directly or indi from credil extended under this Note or Lhe activilles of Maker. This Indemnity shall survive payment of this Note. Each Maker
acknowledges thal Lender has nol made any representations or warrantles wilh respact to, and that Leader does not assume any renpun:ibihlylo Maker for,
Ihe collectabilily or enlorceabilily ol this Nole or the linancial cond-lmn of any Maker, Each Maker has ind dently the collectability and
enlorceability of this Nole. Maker authasizes Lender lo discl il and cther informalion aboul Maker 10 others. ) . -

10. Interpretation. This Note Is intended by Maker and Londer as a final expiession of this Mole and as a of its terms,
Ihere being no conditioris lo the enlorceability of this Note. This Note may nol be supplemmtod or madilied nxeepl In wnﬁng. This Nete benel'ila Lander, lia
successors and assigns, nnd binds Maker and Maker's Ilelrs. P D and The validity, nd enfs
ol this Note are g d by the 1 laws of W 1. Invalidity or unenfor ity of any p of this Notn shall not a!f«:l tbo validity or
enforceabilily of ln'y other provisions of this Note.

In the event Borrower p. ~pa¥s loan in Full priorn I:o its scheduled maturity date or makes
ungcheduled princ;pal reduct ons in excess of 20% of the orig:l.na.l loan balance per year
(based on the anniversary date_ of the note), Borrower aha]. pay Bank a prepayment penalty
equal ko 1% of the original balance.

INTEREST
PALY TO . PR - - .
“WO. | DAY | ¥R DATES WTALS HTEREST FRINCIPAL | BALANCE .. 4

[ —
s
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- ' : _ » : 8629366-9001

‘ 7, ' 0
Associated Bank CUSTOMER # & @ Z { 3&7&
NOTE # ‘ C’[JO/

- _ ATTACH To NoTE DATED - 0¥ O
EXTENSION AGREEMENT NO., MAY 1 7 20027,
— 7 ‘ L%

THIS EXTENSION AGREEMENT, is made and entered into as of this __8th _day of
May , 2002 by and between ASSOCIATED BANK N.A. (“the Bank™)

and Custom Paper Products Inc—-PCDI Oconto Falls (“the Borrower”).
Tissue LLC .

RECITAL

The Borrower has made, executed and delivered to the Bank a promissory note in the
original amount of §_4»000,000.00 dated May 8. 2001 (“the
Note”). The Note has or is about to mature and the parties desire to extend the maturity of the
Note and set out that extension in this writing. :

NOW THEREFORE, for good and valuable consideration and the mutual covenants
contained herein the parties agree as follows:

1. Note Extension. The maturity date of the Note and the indebt s evidenced
thereby is hereby extended from _° 9—8-02 to_/—8-02 .

2. Survival. All other terms of the Note, and any other document securing the
indebtedness evidenced thereby shall remain in full force and effect except as the
same may need to be modified to give force and effect to this Extension Agreement.

IN WITNESS WHEREOF, the undersigned have executed this Extension Agreement
-on the day and year first above written.

“BANK”
ASSOCIATED BANK. N.A.

"

or Vice Pres'id_enc

PCDI OCONTO FALLS TISSUE LLC

D%den' Heu s ,Membe
< Y @c‘-

T Steven C Peters, Member :

r

200 North Adams St. » P.O. Box 19006 * Green Bay, WI 54307-9006 » 920-433-3200_
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PARTNERS GONREE CUSTOMER #: B610444 ACCOUNT #: 90028 .
BCA (2/01) 1][F11238] N =
Viscansin Bankers Ausocistian 2001 BUSINESS CREDIT AGREEMENT Boves nat checked are
- . (Business Loans) Inappiicable
The ed ('C (", whether one or more) agrees wﬂhlbaundmdgned lender (Lender”) as lollows:

1. Loans. Cuslomer requests that Lender lend to Customer from lime lo lime such amounls as Customer may request In accordance with this

.Rgreornem {the 'loans’]éand sublacl to the lerms of lhis Agreement, Lender agrees to lend such amounts up to (a) [} the aggregate principal

000. at any timo oulstanding, within which amount Customer may boriow, repay and reborrow under this

PGI'“"W"I (o) []ihe ol $ nfa (the “Cradit Limit"), Lender is not abligated to bul may make

Loans in excess of the Credit I.Irnll and in any evenlt Cuslomer I3 llable kx and agrees lo pay all Loans and other charges made lo of imposed on
Customner undet this M:nment

2. Loan Proceduies, Customer may obtain Loans under this Agreamant nn!y as provided below:
{a) (X] Customer shall give Lender at least business days’ prior nolice of any Loan requested under this Agieement, specilying the
datc and arnoml N the Loan. Lund r will make the Losn avallable lo Gustomer ] by crediling the amount of the Loan to Customer's

a [X by DIRECT1ON OF BORROWER

deposit
(b} [] Whenever the[ ] 1edgeT§ in Ci 's deposil no. n/a is Iess than $ nya

on any ausln?ss day (T4 ger Amount’), for whalever teasan, Customer req Lender o funds in

of § 's deposil in an auflicient 1o increase the balance lo the Trigger Amount, or such

4 lesser amount as ma}he avallab?e to Cuslomer under this Agreement.
. a

(G =]
3, Fees, Ouslumer agrees to pay the following ble fees as a dition of access to credil under this Agreement:
{a) feeIn the of $ n/a - » n/a
(b} Conunltrnnn! fea in an amount equal to /8 % per year of the average daily unused porlion ol the Credit Limil from the date of this
t until the Terminalion Dale specilied in seclion §, payable [_Jat Ihe limes injerest is payable under section 5[ Jon the _
n/a day of each n/a a ) .
tCJDnn-ml fee of n/a pay n/a .
[CT| nfa
Customer sgrees lo repay any fees and charges described above as Loans under this ﬁgreomenl il suclt lees and charges are nat lnqulwd by Lender
to be paid in cash by Customer at the tlme the {ee or charge is Incurred under this A Tor credit I
d by G may be ch d by Lender as Loans to & under lhis
4. Interest Aale and Other (:ha(gu. Cusiomer agrees fo pay interest to Lender on the unpaid 1g lrom lime lo time
under this Agraement [Check (a) or {b); only one shall apply.]:
@[ JAtheraeol_nfa % peryear

(b} [X] At the annual rate which Is equal lo the following Index Rate K] plus[] anns_____Q_‘,,Q_D_L_ percentage. points. The Index Rate Is
aSSOCIhTED BANK PRIME RATE
The Index Rale may or may not be the lowes! rale charged by Lender. Any change in the interest rale resuliing from a change in The
Index Rale shall become effective withoul nolica to Customer as of the day of the change in the Index Rale. A change in the inleresi rate
wlill apply both to the outstanding principal balance and to new Loans. If the index: Rate ceases to be made avallable o Lender during
the term of this Agreement, Lender may substitute a comparable Index..
Erlest under (a} or {b) is computed on ihe basis of the actual number of days the principal balance is unpaid based upon a year of [{] 360 days
365 days. H any paymenl {other than the linal payment) Is not made on or before tho day after its due date, Lender may
collect a delinquency charge of [X] 5. 00 % of lhe unpald amount [_] . l.hpnid | and Interest
besr interest after maturity [wh mer by aooeleruﬂon or lapse of time) until pald af the rate [ X which would plus___5.000
percentage 90""'35'01' % per year; computed on the same basls. Customer agrees to pay a chsrgo of§__15.00 tor
each check it under this which Is

5. yr C ngrtes to pay to Lender the unpaid and Interes] as follows: [Cheek (a), {b), {c) or (d).)
l ln one paymnn! on [} demand [] the Termination Data. '
) X af d interesl, b MR a0, 2001 and on the same day(s) of each CUTIVI
monlh thereatter, plus a final paymeni of unpald princlpal and accrued interes) due on the Terminalion Date specified In section 6.
(e} [} n pay eachequal toni/a % of lhe uppaid princip plus d inlerest, nia
and on the same day(s) ol each n manth th fter, plus a final of unpald principal and
Interesi due on the Termination Dale specified in secilon 6.
@0 n/a
- _n/a
n/fa
In Ci shall ¥ pay any amount by which the Loans exceed the Credit Limit, any prior unpuld payments and any unpaid fees
and ges. Lender is authorized to charge dus under this Ag o any with Lender. If paymenis
are nol ically ch d to C ‘s must be made to Lender at ils address shuwn below and are nol credited unlli
received in Lender's office. Lender s autharized to make bodk entiies Loans and pay under this A and the agg
unpaid amounl of all Loans as evidenced by thase enlries Is p that those are g and unpaid o Lender.

6. Termination. Unless sooner terminated under section 11, Custamer's right to obtaln Loans and Lender's obligations 1o extend credit under this
Agreemenl terminate on the date payment is due under section 5(a), if applicable, oron _MARCH 30, 002

whichever Is eatller (the “Terminalion Date”). i here, the i Date shall be automalically extended from year lo year for one year
periods after this dale unless Lender gives Cuslomer notice to the conlrary at least 30 days pricr lo the Termination Date, as extended from year to
year. C may Ci *s right to obtaln Loans under this Agreement at any lime and for any reasnn by wiiiten nolice 1o the Lender.
Such nolice of signed by a G shalt be ing on each Customer who signs this Agr 1, for reason,
does not effect Lender's righls, powers and privileges, nor Cuslomer's dulles and liabliities, with rngnrd 1o the then oulmng balance under this
Agreement. Lander rrray refuse o grant any Loan requesi recelved by Lender on or afler the Terminalion Dals,

7. Psrms Bound and Other Provisions. This a.grurrlmi shall be binding upon and inure to the benefit of Lender and Customer and their
h except that G may nol asslgn or transfer any ol Customer's rights under
lhhl Agrumersl wilthout the prior written consenti of Lenum- This os the on the reverse side. Dated as

PARTHNERS CONCEPTS DEVELOPMENT

Associated Bank, N.A {SEAL) ° (sl
Asgoclatec 2anx, N.A. IHC EAL)
{Name of Lender} .
A WISCONSTN CORPORATION
200 N. Adams St. Box 19006 - (Type of Orgunization) '
Green Bay, WI 543_01' =9006 -

B
ROMALD H VANDEH

PRESI ; % g:
By < @ (SEAL)

By - . J STEVEN C PETERS
SECRETARY

( ) '
(Titke) (SEAL}

207 LAWRENCE_ DR
' DEPERE, WI 54115

(Addioss)
t3éaserris /;-f, ax

pee o B T opo 000,
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ADDITIONAL PROVISIONS ’ o T U
B. Securily Interest. This Agreement Is secured by all existing and fulure ity agre i a.nd mmsagee from any Cnalornar o
Lenda, from any gumnlw ol this Agreement 1o Lendes, and from any other person p for C to Lendar
{all calied "5 "), and ol the Loans may be accelerated according m any of them. Unless a lien would bo prohibited by law of

would render a nomaxah!a account laxable, Customer also grants lo Lender a security interest and lian In any deposit account Custorner may at any
tirne have with Lender. Lender may at any lime afler the occurence of an evenl of defaull set-off any amount unpaid under this Agreement agalnst any
deposit balances or other money now o herealler owed to Gustomer by Londe:

8, Venue. To the extent nol prohibiled by law, venue for any legal p, g relaling to of this A shall be, al Lender's oplian,
the counly in which Lender has its principal office In this state, the ¢ ouu.nty in which Cu'slomer resides, or the counry In which Ihis Agreemenl was
executed by Cuslomer.

10. Fi fal Stal t. G shall furnlzh to Lender fi; ial slat al least lly and such other i
Custamer at such fimes and in such form as Lender may requesl from time to tims.

11. Default and Acceleration. Upen the eccurrence of any ono of more of the following evenls of defaull‘ (a) Customer falls to pay any amuun:
of G

when due undey this Agreement or under any other i any i any by Ci
with this is or was false or frauduient In any malerlal reapect, (o) a matoﬂal adverse change occurs In\ Oustnme(‘t rnnnclai
of Gt

condition, {d) Cuslamer fails to llmely observe of parlorm any of the duties conlalned in this Agreement, () any
undar this A Is or ble for any reason or any such guarantor dies or ceases to exisl, or () an svani of default
occurs under any Securily Document; then, al Lenﬁ!r 's option, and upon writien or verbal nolil:e to Ci Lendér's obligali lo mak& Loans under
this Agreement shall terminate and the total unpaid shall dus and payable withoul p d, prolest, or
lurther nolice of any kind, all of which are hereby ly waived by f‘ Lender's uhlrgalion lo make Loans under this Agreement shall
autormalically terminate and the total unpaid shall due and pay in the avent Cuslomer becomes the subject of
y of other . Lender may wa‘m any. dslauﬂ without wajvlng arw other subsmuent of prior dafnull Cuamrner agrees lo
pay all “costs of collection beioru and aﬂer d attorneys’ fees (Including those i d in of sefflement
ol any counleiclaim t by C: ar incident lo any action or to the United States Bankrupley
Code). Customer agrees to indemnify and hold mumleas Lond-r lts ol‘:lce:s, dlracnars. nmpmyeas and agznls. from and agalnst any and all elaims,
and iy ! fees, arising durmﬂy or indirectly from credit extended under this
J\gnemenl or the activilles of Customer. This Indemnily shall survive i of this Ag pay of all Loans and the discharge and
release of any collateral for the Loans.

modillcation, termination or walver of any provislon of Ihis Agreement shall in nny event be-effeclive unless it Is in

MiIFnQ and slgned by l.endsr. and then such walver or cansent shall be effective only in the specilic and for the puip sqr which
given. . . I )
13. Entlire Agr 1; Uze of Pr ds, This A and the ! are | 1 by G and Lender as a final expression
of their agreemenl and as a late and exclusi b t of lls terms, there being no to the tull ef of this except
as sel forth In this and the § ity D G T and o Lender that no part of .any Loan “will be used for
T , family, or purp
14. No Walver; Aemedies. No failure on the part of Lender to exercise, and no delay in axercising, any right, power or y undei this A
shall operate as a walver of such right, power of ramedy; nor shall any slngln or paﬂjal exerci:a of any right under this .ngretmnnl preclude any other or
further exercise of the right or the exercise of any other llghl The d in this Ag are and not of any

remedies provided by law.

15 More Th:n One Cuslomer i mora than one person signs this Agreement as Customer, Lender may al its oplion and without notice refuse any
G may request Loans under this Agreement. Each Customer is jointly and saverally.liable for all Loans and

of any Ci ¥
ﬂﬂ‘lnr Dbﬂngalilms undar this Agreement.
16. Nolice. Excepl as ise p in rhl: A 1, all nolices requirad or provided for under this Agreement shall be In writing and.mailed,
senl or deli L I to Cust at any Ci *s last known add, as shown on the records of Lender, and if to Lender, at ils address shown on |ne
teverse side, o, as ta each party, al such other address as shall bo designated by such parly In a written notlce 1o the other party. All such nolices shall
be deemed du1y given when delivered by hand of courler, or three business days atter belng ited In the mall (i any private rall service),
postage prepald, provided that nolice 10 Lender pursuant to section 6 shall not be eMective until recelved by Lender and Lender has a reasonable

cnnommlw to act on the notice.

17. Address. Customer’s address is shown on lhe reverse side. Cuslomer shall Immediately notify Lander In wiiting of any change of address.

10 Interpretation. The validity, lon and e I this ara by the Internal laws of Wisconsin. Invalidity or
illty of any p lon of this Ag) shall not affect Ihl vatidity or enfulc!abﬂily of any other provisions of this Agreemen,

19, Other Provisions. (Il none stated, thore are no ather pmvialens:}

Letter of Credit Limitation on Available Credit

It is further agreed and understood that in the event Lender, either contemporanecusly
herewith or hereafter, issues a Letter of Credit on behalf of Customer, the amount of such
Letter, or the aggregate amount of all such Letters of Credit, shall be applied against
the Credit Limit for the purpose of determining the amount of credit available to Customer
hereunder. The amount of each Letter of Credit shall continue to limit the available
credit hereunder as long as the Lender is obligated under such Letter of Credit. Y
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EQL\0UUA - G003
L QaS ENTERED

5 1 2002

ENT TO BUSINESS CREDIT AGREEMENT JUN

_¥ TO'NOTE DATED 03730 B

THIS AMENDMENT TO BUSINESS CREDIT AGREEMENT dated as of
the 30 day of March, 2002, amends and supplements that certain Business Credit
Agreement by and between PARTNERS CONCEPTS DEVELOPMENT, INC. (the
"Borrower") and ASSOCIATED BANK, N.A. (the "Bank") dated November 30, 2001,
pursuant to which the Bank agreed to loan to the Borrower up to $7,000,000.00 (the

"Credit Agreement").
RECITAL

The Termination Date under the Credit Agreement occurred on March 30,
2002, The Borrower and the Bank desire to extend the Termination Date as set forth

below.
AGREEMENTS

In consideration of the promises and agreements contained in the Credit

* Agreement, as amended hereby, the Bank and the Borroweér agree as follows:

1. ‘Definitions and References. Upon the satisfaction of the conditions

Ain section 3 below, all references to the Credit Agreement contained in any agreements or’

instruments between the Borrower and the Bank shall mean the Credit Agreement as
amended by‘this Agreement. Capitalized terms not defined herein shall have the
meanings ascribed to them in the Credit Agreement.

2. Modification of Credit Agreement. The Credit Agreement is
amended by deleting the date "March 30, 2002" in section 6 thcrcm and inserting
"August 1, 2002" in its place.

3. Effectiveness of this Amendment. This Amendment shall become
effective upon execution and delivery hereof by the Borrower and the Bank.

4, No Waiver. The Borrower agrees that nothing contained herein shall
be construed by the Borrower as a waiver by the Bank of the Borrower’s compliance with
any representation, warranty or covenant contained in the Credit Agreement or any
agreements or instruments related thereto or any other agreements or instruments
between the Borrower and the Bank (collectively, the "Loan Documents") and that no
waiver of any provisions of the Credit A greement or the other Loan Documents has
occurred. The Borrower further agrees that nothing contained herein shall impair the
right of the Bank to require strict performance by the Borrower of the provisions of the:
Credit Agreement or the other Loan Documents.

N
{‘ \"Bh N

MW\865965MDIMD! 05/30/02 i {
\&,
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5.  Representations and Warranties. The Borrower represents and
warrants that: -

(a)° The execution and delivery of this Agreement by the
Borrower is within its corporate power, have been duly authorized by the proper
corporate action on the part of the Borrower, is not in violation of any existing law, rule
or regulation of any governmental agency or authority, any order or decision of any court,
- the By-Laws or Articles of Incorporation of the Borrower or the tenms of any agreement,
! restriction or undertaking to which the Borrower is a party or by which it is bound, any
governmental body, agency or authority or any other person or entity; and

(b)  The representations and warranties of the Borrower contained
in the Credit Agreement or the other Loan Documents are true and correct in all material,
respects as of the date of this Agreement.

6. Expenses and Fees. The Borrower shall reimburse the Bank for all
out of pocket expenses incurred by the Bank and all legal fees and expenses incurred by
the Bank in connection with the preparation, negotiation, execution and administration of
this Agreement. '

( . 7. Full Force and Effect. The Credit Agreement, as amended hereby,
remains in full force and effect. .

| PARTNERS CONCEPTS DEYELOPMENT, INC.
et e L D S (24l
- ;MJ Its &/ 4Qﬁ¢§ -
Xﬁ e L 77 ASSOCIATED BANK, NA.
RONALD VANDENHEUVEL

[
PRESIDENT BY M '
Its 7 oC (B

MW\865965MDJ:MD) 05/30/02 2
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% S . ' ' :
' CRITICIZEL g ASSIFIED ACCOUNT STRATE%(GB METRO)
) ‘I I . . . :
Daie: 302 o ' :  Officer: GIL
Primary Borrower; City/State: - Pariners: Coneepts Dcvclopmcm ine, ctal: . - : T Next Review! 6/02

Deseription: of: Business: Holding: Company for PCDI Oconto Fall ‘Tissue and RcBox

[Jehstondeylon. i‘w{g{[/},,j) —

Currend A%su Q‘l‘ﬁhly Kdung/Wdu.h Past Dua.Date: . L - Comnigrcial Cominitiment; - $30,989.836°
Toast Presciitation Date:  3/087 7+ T T Acerued I, Am R EE RERSH “Contiricrcial Outstanding: $22.446,000
Charged-OfF Amit: 1 Non- Au.rudl D'uc N/A Lo T Other Related Debt (JLML) . NJA

Credit/ Term L,h'mg 5in péslio. months:

:[:] lmprovmg B4 Stable |:] Dctcrloratmg L

"

. Trend of Credi
Proposed Acconnt clrmq,v {7} Upgrade

J
3
_J
pt]

&
E‘
g‘
C
tn
=
E

Po!ential Loss Exposure:’ 0 00 -
Specific Reserve Allocation’ Amount:. 0.00

i itlelibe

Nuamo, —COTITHtTIent $O7S Pype/Purpose Colaterat Amort Pyt Feex

1|l Partneis Condeprs: - 0 5% 875,000 % 875,000 0CE, o pSee Poolifl | 7<7-02 It Ma. || Prime
Development, Ing. ¢t al, o : i - |'Below ) 1 :
#8610444-9001. - ' o - : :

2 Partners Coneepts. 5,000,000 {7 5,000,000 { LOC/Support . | See Pool#l | 6-30-02 int. Mo: Prime

T Developmentne, eral. | L C : 1 AR andfor | Below : i I
H#8610444-9002 — : — —-inventory—— - ——

3l Partners Concepts 7 [ 576,000 576,000 |1OC/Support” - { ‘See Pool #1 - 7-1-027 " "1 'Int:Mo: | Prime

- Develapment, fncietal | : i Ci AR andfor: - | Below  EA [ EEIEERPR o
#8610444-90058 : Inventory
4 [ Partners Coneepts | 1,000,000 | - S0 - Letter of CUFSIMMCD: | Dy - 1A%, fee
“Devalopment; Incieval : o ) - Crediv Suppart: | : : annuatly
i A S | Combrigge || 1 g
A T R N | financing .
"5 PCDIOFTE EE T 2,400,000 - |- Letter of Credit 1 Sce Pool#2 | 12-31-02 At 7.75%
. HBG13281-9008 v ' ¢ Below ' “Maturdty:

6 [ PCDE=OFTE: © 12,000,000 2,000,000 | CL . j See Pool#2 |7-1502 Int.Mo. | Prime
#8602204-9003 . . Below

7 PCDE=QFTE ’ : 5,143.836 ) 0 I Lefter of " 'See Pool #3 | 112-15-04 It Drawn | 124%, fee
H&8613281-9003 : Credit/ Suppon Bolow - E annually:

o ) .  Bonds R e o . .
§ |[ PCDF-OFTI 8,000,000 8,000,000 | CL/Refinance Sce Pool #3 [ 17-1-06/ [ Int. Mo, | Prome
#8602204-9004 " Diebt’ Below 15eyr until
. 7-1:02,
. ) L [ | s:then
IR LI R ET T T e R T e ©ficonverts:
. AR : i Joral
pymts. of
: C o _ N i . L 860.996 - .

9 If Custon Paper Products: 3,995,000 1. 7 3,995,000 1.Cl/Purchase . [ -See Pool#4 ] 6-8-02 Sht-Mo: T 1:9.25%
“e/PCDISOFT] as : e b ) . | Equipment. Below . % :
‘Co-Borrowers : : i : ; IR :

{1 H8629366-9001 : L " : SIS | )

100 Ronald H. “F 2,000,000 720000007 T Tax-Paytrents: = f-GorpGib Y m: ST PEI%
A VanDentguvel | Y R R : . P&lMo DN
LTS ITTR90y 4 o . o = L T [ BCDL & T
g B . B SR TR K A R TR ey ;
U0,

Marked for ldentification / 2
Received in Evidence [Vl
Not Admitted

Dockol No. . AT ES= 15, ZVEG 215" VHC_009789
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WVaiting nnnrnvnl (')

Plus Other Exposure

: :;Ecc

$30,989,836 | _ vsz_z.aua;ooo

Total ABC Fxpc‘)snre

lotﬂl Regional bxposure

530,989,836 | 522,496,000

Less Government: Guarantees .

L.ess Debt not Required for Aggrcgauon under LL[:,dl
CLending: Limit Guidelings

LUI LATER

Pool itk

. $22,446,000

$30,989,836

'Sub;ecl fo. Regmnal Lendlng anit

Geneml Bu%mes% Secumy Agreement on the assets of Parmars Concepts DevelopmentInc pledge of stocks of CCPI OFTI,

Rebox Cmc For all Agea unlmnted guax antee:of Ron VanDenHeuvel;and a llmned $:1;000,000 guaraniee ofRay YanDenlleuvel,

Pool ;‘)‘2“ General: Bu»me« Securny Agneemem on the assets of Oconto: Fdns Tigsue Ing.;: first lien-on the receivables and mvemory

Sty

1csullmg erlll l’dpe!‘ Macmne #l the Lll‘lll]‘ﬂllcd personal guarantees of Ron: vanuenneuvel “and William nam and the limited
$1,006,000 guarantees of Ann and Pat' Murphy and Bernie Dahlin.

Pool f#3 Gcneml Business Scculity Agreemenl on lhe assets of Oconto Falls Tissue Inc.; assigmnenl of lease on the OFT’I water gystcm'

of R"iy T. V'chnHeuvel H, William:-Bain, Ronald Lentz, David' VanDenHeuvel, Ronald H. VanDenHeuvei Craag Kassner, Steven
anancuve! Guy Plontek and Tlmothy VanDenHeuvel . .

Pool #4: General Buqmcss Secunty Agreement on lhe assets ofOFTI SBSA backed by PMSI on assets of CCPT; and Ron
szanHeuvcl 8 unhrmlc:d personal guaranice. .

s rcad&‘.‘ﬁfof combanv financial information) .

o e A ’ Net Worth'wio | Unencumbered:
Name(s) . . PES Date | UntinvLintited $ 0] Controlled: Co.. .. - Liquid Assets - F. . Annugl Income:
Raymond VanDenHeuvel 05-17-99 T Limited - $1, 000 000 R i $ 14,6001 $3T4,000
Ruy T VanDentonel 1 AT T Unhimited e 2800 F 340,000
,’Wﬂ!i;im C. Bain T02:06-01 -] Unlimited - 8144,803 4122030 [0 L 847,320
Ronald Lentz, . 2 05-30-01 [ Unlimited .. 23,000,797 | 67,000 "~ NotGiven
David VanDenHeuvel 05-30-01 Unlimited 3345700 | 12,000 | - . NotGiven
“Ronald H. VdﬂDCHHLqu 02-01-02" ] Unlimited 25,280,715 1,213,000 Not Given
“Crang Kassier - 04-15-01 Uniliimited 2,273,400 400001 385,560
Steven: VanDenHedavel CQ4-15-010 - Unlimited L2657210° 28,7407 360,000
Guy Piontck 04-15-01 Unlimited 2,736,800 1,500 330,000
Timothy VanDenHeuvel 04-15-01 =f Unlimited. 2,604,783 5,000 395,560

{COELATERALANALYSIS(000s)

TR

Estimated
Date Value: _Advance % Co”atcml Vilug:
AR=OFTE = 12/04 BRI T E0% $:3,529 ]
Real Estate. ) 16,000 BSV0: 13,600
Cliventory = OFT 3,990 - '3'5%' R CELBOTH
TOTAL COL'L;u i (925,874 geell LATERAL POSITION = ~§518,526¢
T TOTAL LOANS OUTSTANDING $22.446] o
{FEFFECTIVE ADVANCE RATE% TT20950
,;CO\'ERAGF RATION '

’Cro%s«Collmcralizcd: 1o Yu.

The significant shartfall is mitigated by a number-of fuctors.- First, b()_thjthc.$S,,()00,000:;1:nd:thve' $5,143,836 lcteer of credit:

[] No' Cross:Defaulted ' [7] Yes

El No

& supported: by :thcv

unlimited corporate guarantee of VHC, Inc, and:the unlimited pcmmml guarantees of the 9 principal owners of the company. The $2,400,000 lctter

of eveditand the'$2,000,000 loan hive the unlimited guarantees ot Run Vi DanL,uvcl and Bnll Bam ag wellasthe gai

antees of Annand Pat -

Muiply. und Bernie Dahhn cach’ Inmtul o ‘Sl 000,000,

VHC_009790

SA 0219
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»

Hos licn prmnty been ducnnumd by swrgh of puhlm ru.ords" M NA [:] Yis D No Date of lastlien search::1 0/00
Identify prior liens nnd lu.n probloms:: N/A : : :

» (3/07) |0t'l| cxposufé Iuﬁduurcmul to VHC dnd PCD[ from-a hlgh uf$77MM'lo $55MM

Current Account Slrme;,V'
= (9701 Tobesent thxough wmmulw—««] cview gradc at that timg,
*(3/02) Goalis to reduce.overall exposure and:shift as much of the remaining debt as posublc 10 VHC.

Contingent Account Strategyy

SAAS/GB :M:E;TRO/gj”_ ..... -

VHC_009791

SA 0220
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“q . ’./' .
f,,.-- W - CRITICIZED/CLASSIFIED ACCOUNT ST](ATECVf('GB METRO)
"Datc: -12/0I ] ‘ Officer:. GIL ) 5
Prlmary Borrowcr Cny/é:l.m. Punncm Concepts Developmuu Ine , et all . : ] Noxt Review: 3/02

r Company. fnr PCDI Oconto Fall Tissucand ReBox

Currenl Aﬁsct Quahty Rdlmg W'at«.h L . -Pnst Due Date: T < Commercial Commitiment:. 16,092,111
: sentation Date: /00 G in b Accrueddng A o Comimercial Outstanding: 15,946,000
cd-OffAmE: - i b e T N on-Accrual Daten NJAC T Other Related: Debt(IE/ME) n/a :

’Crcdn;[ Temn. chnn}:,es m p'\st 6 mon(hc

Trend of Credir: - [ ‘improving.” BJ Stable D Delcrmra(mg
Proposcd Acconnt Strutem B3 Upgrade ® Reain:  [F] Ent

Potential Toss exposure: (100
Spcciﬁc ‘Reserve Alfocation Amount 0.00

B v{ﬂ_ume. R B .vl;lle/vPerccnl:of:(')'\\'héés'hi[j' oo E T Name. s | Title / Percent of Ownership . . |

CREDI {8 ARR:\NCEMENTS (OOOq)

) : : . BT S Mat/ Qrig: o
Name' CO"E'"“‘ : 5073 " Collateral AmortfRem. | P | Ratel
| Commitment | . Fees
i [ RV coeiiede i st : R e Amont
1 86104449001 875,000 875,000 RIL GBSA/stock/GTY 12/01 Int.only | P-.5%
PCDI (avail () } : . : i Mo, .
2 8610444-9002 7,000,000 | 7,000,000 RL... i  GRSA/stock/GTY ol | Intoonly | P-5%
i PCDIL: T (avail-0) | I RIS A o no.
300 8610444-9004.° 146,111 0 Letter-of Credit | GBSA/stock/GTY 1-02 ntoonly | 7.75%
PCDI : (avail 146,111) : . v ) Mo e
a4 I R610444-9005 | 600,000 576,000# | NR . [ GBSA/stock/GTY : 12701 Int. only Prime”
ecov. o b : o : L . ] mo. L .
s | 8602204 9003 T[T 2,000,000 | 2,000,000 TL | GBSAGTY .| 602 | Intmo. | Prime
: PCD!-- Lo ) v' - : En : pn : ) BRI . .
6 I PCD!——OFTI U se00000 ] T IFUREM Corp Gty of |~ 11/04"
: , i o , J : . VHC, pers. Giys’ ‘
7 pCDI—orT TTR000,000 | 1,500,000 ] - Clirefinance | 1% lien on A/R, Tnv., & Syears | $62.265 | Prime.
: S g R o Cdebt o Upaper maching #2, o P&Lmo; i
‘ ‘Corp Gty'of VHE, : : B
. s . : : . : . porsgtys : .
3 8629366-9001 3,995,000 3955000 | *rL”I T GBS Algtylspeciiic 6/02 T Tatme [T 9.25%
| Custom Paper-Products | o BRI : S gaquipment 1
# 5 Nowmountavailable: o flc e o) Plug Oiher chlon Debt or Holdmg Compg Exposure o
: Coa : 27,616,111 ) 15, ‘)46 000 : 'rotal ABC Exposylre
37616111 | 15946,000
[ NN 1 Aggng,uhun under LLguI LJ.ndmg L|m1t Cundclmes
27,616,111 15,946,000 : Subject to Regional Lending Limit

ACH Expiosure: [} ch BN 1fyes; identify total exposure and entity name(s) herc:
If yes, does the toml of the ACH cxpmurc nn(l the:amount subject.to regional Tending Timit (dbovc) cxcccd ihc legal lending lnmt” D Yes No

Tinancial Datai (d!tilthed k

reads:for ecampany financial:inforination)

W
GUARANTY: . o : i
- . ) " : S i et Net Worth:w/o “Unencumbered : : : :
3 ) Ngmm(s;)_ E b PES Datev Unlim /Limited $ ‘Net Worth - Contmllcd Co Liauicd Assets.  Annual Incgm‘c‘ o
“Row VanDenleuvel -+ [ - 6/0F =] Unlimited | 71,773,293 ] 1162411 oL :
i Ray:VanDenHeuvey oo o] 05799 Limited $IMM: 020713560005 l 845 600 e 14,600 - | 0 314,000

VHC_009792

SA 0221
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"6 pire
" YCOLLATERAL ANALYSIS (000s) . ® @ .
Estimated
: ’ o Datc. Value Advqncc % Collateral Value
A/R - CPPL I ] 526 R 80% 4
New equipment — CPPT 7707 cost 4,700 80% 3,760
A/R —OFTI FO/31 15,299 o 80% 4,239
Real Estate 16,000 : 85% 13.600
Inventory— QFTI1 10/03 2,778 50% 1,389
FOTAL COLLATERAL VALUE ) 29,303 | NET COLLA rERAL POSITION 23,409
Lo ’ ’ CUITOTAL LOANS GUTSTANDING 15946
EFFECTIVE ADVANCE RATE % 68%
CO\’ERACE RATIO : oAbl

CrowCuHutu\/cd D ch [:] N()

Documcngntlon

Name: nf'Law Flnn//\nomcy, |f’)pp3|cnblc

icrioss, Defaied T Yes [ No

ls the loan propcrlydocumcntud (:] ch I:] No- (if'no, t.xphln)

neesufficient: and proceeds assigne vl 1o 1s? r—l Vm: l"l No. (ifno, ex )

1 )
DNO.

eh pnonty becn: dummned by scarch of pubhc records? [] N/A E] Yés.
Identify-prior lluls and lien problems: N/A. . . .

Backgrgund/Currcnt smms (cxplam rcason for credit gra(k, dnd provudc upd”ﬂc on findncial probrcm)
v {6/01) Startup operation withinitial Tosses. ‘Millis for sale. Expected: ulosmg= by 10/01. - -
* (9701) YTD loss $2MM. Sale to United Emirates:did not happen. :

Date of last lien scarch; 10/00 :

~Current Account Strategy:

- (9/01) To be sent-through committee—review prade at that time,

Contingent Account Strategyy

Target

Results

Planed Action Date

Saais/gbimetro/gjl 7’

VHC_009793

SA 0222
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