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ITEM 1.

(a)

)

(©)
(@
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Part I -- Notification
Significant Parties

Director of Issuers

Paul E. Estridge, Jr.
Business:
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032
Residence:
15747 Qak Road
Carmel, Indiana 46033

Executive Qfficers of Issuers

The business and affairs of the Issuers are ultimately directed by Paul E. Estridge,
Jr., as principal shareholder and sole director, pursuant to applicable state law.
Paul E. Estridge, Jr. is the President of each of the Issuers. Michael J. Keller is
the Treasurer and Secretary of each of the Issuers. Mr. Estridge's business and
residential address is set forth above in Item 1(a). Mr. Keller's business address is
14300 Clay Terrace Boulevard, Suite 200, Carmel, Indiana 46032. His residential
address is 1531 Redwood Drive, Carmel, Indiana 46032.

Not applicable

Paul E. Estridge, Jr.
Business
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032
Residence
15747 Oak Road
Carmel, Indiana 46033

Paul E. Estridge, Jr.
Business
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032
Residence
15747 Oak Road
Carmel, Indiana 46033



6]

(8)

Paul E. Estridge, Jr.
Business
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032
Residence
15747 Oak Road
Carmel, Indiana 46033

Subsidiaries of The Estridge Group, Inc.

Ameritage Homes, LLC
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Estridge Design Services, LL.C
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

First Mile Entertainment, LLC
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

First Mile Capital, LLC
14300 Clay Terrace Boulevard, Swuite 200
Carmel, Indiana 46032

First Mile Services, LLC
14300 Clay Terrace Boulevard, Suite 200
Cammel, Indiana 46032

First Mile Investments, LLC
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Affiliates

BCE Associates, I, LLC

14300 Clay Terrace Boulevard, Suite 200
Carme], Indiana 46032

BCE Associates II, LLC
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

BCE Associates ITII, LLC
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14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

BCE Associates IV, LLC
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

FirstSource Capital, LLC
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Estridge Investments, LLP
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Michael J. Messaglia Esq.
Business
Krieg DeVault LLP
One Indiana Square, Suite 2800
Indianapolis, Indiana 46204
Residence
9453 North State Road 267
Brownsburg, Indiana 46112

Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202

Frank D. Neese

Business
Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202



k)

)
(m)

Residence
4343 Manning Road
Indianapolis, Indiana 46228

Dawn Barringer
Business
Indiana Securities, LL.C
1705 North Meridian Street
Indianapolis, Indiana 46202
Residence
3620 Katelyn Court
Indianapolis, Indiana 46228

Frank D. Neese
Business
Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202
Residence
4343 Manning Road
Indianapolis, Indiana 46228

Not applicable

Karen Ball Woods, Esq.

Business
Krieg DeVault LLP
One Indiana Square, Suite 2800
Indianapolis, Indiana 46204

Residence

3942 Channing Circle
Indianapolis, Indiana 46240

ITEM 2. Application of Rule 262

(a)
(b)

ITEM 3.

No

Not applicable

Affiliate Sales

Not applicable



ITEM 4. Jurisdictions in which Securities are to be offered
(a) The securities will be registered in the following jurisdictions: Illinois, Indiana,
Ohio and Tennessee. The securities will be offered by a registered broker-dealer, Indiana
Securities, LLC, by direct telephone call and mail.
(b) None
ITEM 5. Unregistered Securities issued or sold within one year
None
ITEM 6. Other Present or Proposed Offerings
None
ITEM 7. Marketing Arrangements
None
ITEM 8. Relationship with Issuer of Experts Named in Offering Statement
None

ITEM 9. Use of a Solicitation of Interest Document

None
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OFFERING CIRCULAR

THE ESTRIDGE GROUP, INC.
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032
(317) 846-7311

GUARANTEED BY:
ESTRIDGE DEVELOPMENT COMPANY, INC.
PAUL E. ESTRIDGE CORP.

SERIES 2007 SUBORDINATED NOTES DUE 2010
($1,000,000 Aggregate Principal Amount)
SERIES 2007 SUBORDINATED NOTES DUE 2012
($2,000,000 Aggregate Principal Amount)
SERIES 2007 SUBORDINATED NOTES DUE 2015
($2,000,000 Aggregate Principal Amount)
$2,650,000 Minimum
$5,000,000 Maximum
Minimum Initial Purchase: $5,000

The Estridge Group, Inc. (the “Company”) is offering a minimum of $2,650,000 and a
maximum of $5,000,000 in aggregate principal amount of Series 2007 Subordinated Notes Due
2010, Series 2007 Subordinated Notes Due 2012, and Series 2007 Subordinated Notes Due 2015
(collectively, the “Notes”) with an interest rate of 10.5%, 11% and 11.5% per annum,
respectively, and a maturity date of , 2010, , 2012, and
, 2015, respectively.

The Notes will bear interest from the date of issuance, payable semi-annually in arrears
on January 1 and July 1 of each year commencing on July 1, 2007 (for the period from the date
of issuance through June 30, 2007). The Notes will be issued only in denominations of $1,000
and integral multiples thereof, subject to a minimum initial purchase of $5,000.

The Notes are redeemable at any time on or after January 1, 2008, at the option of the
Company, in whole or in part at 100% of the principal amount, together with accrued and unpaid
interest to the redemption date. The Notes do not provide for any sinking fund payments or
principal payments prior to maturity and have no conversion features.

The Notes are guaranteed, as described herein, by Estridge Development Company, Inc.
and Paul E. Estridge Corp. (collectively, the “Guarantors™).

The Notes and Guaranties will be subordinated to all Senior Indebtedness (as defined
herein). As of December 31, 2006, the total Senior Indebtedness was approximately $92.1
million. There is no limit on the amount of Senior Indebtedness that may be incurred. See “Risk
Factors” beginning on page 6 for a discussion of material risks that should be considered in
connection with the purchase of the Notes offered hereby, and “Description of the
Subordinated Notes--Subordination of the Notes and Guarantees.”




The Company has been advised by the Placement Agent in the Offering, Indiana
Securities, LLC (the “Placement Agent”) that it does not intend to make a market in the Notes
and the Notes will not be listed on any securities exchange. It is unlikely that an active public
market for the Notes will develop or be maintained after this Offering.

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT
PASS UPON THE MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES
OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT PASS UPON THE
ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR OFFERING
SELLING LITERATURE, THESE SECURITIES ARE OFFERED PURSUANT TO AN
EXEMPTION FROM REGISTRATION WITH THE COMMISSION; HOWEVER, THE
COMMISSION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE
SECURITIES OFFERED HEREUNDER ARE EXEMPT FROM REGISTRATION.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR
OWN EXAMINATION OF THE ISSUER AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE
NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR
DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECRETARY OF STATE OF ILLINOIS OR THE STATE OF ILLINOIS, NOR HAS
THE SECRETARY OF STATE OF ILLINOIS OR THE STATE OF ILLINOIS PASSED
UPON THE ACCURACY OR ADEQUACY OF THIS OFFERING CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Placement Agent

Price to Public Discounts and l(’:roceeds t20
C . .1 ompany
ommissions
Per Note $1,000 $75 $925
Total Minimum $2,650,000 $198,750 $2,451,250
Total Maximum $5,000,000 $375,000 $4,625,000

! The Placement Agent Commissions are equal to 5.5% of the aggregate principal amount of the Notes plus a
structuring fee earned at the rate of $20,000 per $1,000,000 of Notes sold.

? Before deducting expenses payable by the Company estimated at $200,000 (including Placement Agent’s attorneys
fees which the Company has agreed to reimburse to the Placement Agent).
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The Notes are offered by Indiana Securities, LLC, on a best efforts, minimum-maximum
basis. As a result of its participation in the distribution of the Notes, Indiana Securities, LLC is
deemed to be an "underwriter" as defined in the Securities Act of 1933. However, because
Indiana Securities, LLC is offering the Notes pursuant to a Placement Agent Agreement, Indiana
Securities, LLC is referred to herein as the "Placement Agent," unless the context requires
otherwise.

If at least $2,650,000 in any combination of Notes are not sold within sixty (60) days of
the date of this Offering Circular, or within an additional thirty (30) days upon the agreement of
the Company and the Placement Agent (the “Termination Date™), then this Offering will not be
consummated. Any Notes purchased by officers or directors of the Company will not be counted
in determining whether the Offering minimum has been satisfied. Pending the closing of the sale
of the Notes, all funds received from subscribers will be held in escrow by the Escrow Agent,
MainSource Bank, Greensburg, Indiana. If this Offering is not consummated by the Termination
Date, subscribers’ funds will be returned promptly with a pro rata share of any net interest earned
while in escrow. See “Plan of Distribution.” This offering will commence promptly following
qualification of the Form 1-A and will terminate six (6) months following the Offering Circular
Date set forth below.

INDIANA SECURITIES, LL.C
Underwriter/Placement Agent

Offering Circular Date: , 2007
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OFFERING CIRCULAR SUMMARY

The following summary information is qualified in its entirety by the more detailed
information and consolidated financial statements (including the notes thereto) appearing
elsewhere in this Offering Circular. Prospective subscribers are urged to read this Offering
Circular in its entirety.

The Estridge Companies

The Estridge Companies build single family homes and develop residential communities
in the Indianapolis, Indiana metropolitan area. The companies were founded in 1967, when Paul
E. Estridge, Sr. started building custom homes. In 1983, Paul E. Estridge, Jr. joined the family
business and started The Estridge Group, Inc. to build family homes in neighborhoods it
develops. In 1992, Paul E. Estridge, Jr. purchased his father’s interest in these companies. In
2006, the Estridge Companies delivered 285 homes in the Indianapolis area. Additionally, the
Estridge Companies are currently operating sales offices in 20 communities in the Indianapolis
area. Several additional communities are in the planning and development stages.

For financial reporting purposes the Company combines entities in which it has a
significant ownership interest and exercises management control. Accordingly, the Consolidated
Summary Financial Data and the discussion of the financial condition and results of operations
of the Company contained in this Offering Document include the Company and the subsidiaries
of the Company, Ameritage Homes, LLC (a builder of single family homes), First Mile Services,
LLC (a provider of telecommunications, security monitoring, data and cable television services)
and Estridge Design Services, LLC (a design study home décor retail operation); and the
affiliates of the Company: the Guarantors, FirstSource Capital, LLC (a mortgage brokerage
operation); BCE Associates I, LLC, BCE Associates II, LLC, BCE Associates I, LLC BCE
Associates IV, LLC (each, a provider of development financing for specific residential
developments), and Estridge Investment Co., LLP (a commercial real estate leasing company),
(collectively, the “Estridge Companies”). References in this Offering Circular to “we,” “us” or
“our” means the Estridge Companies. The Estridge Companies’ most recent fiscal year ended
September 30, 2006. Each of the Estridge Companies were incorporated or organized, as
appropriate, in the State of Indiana.

For 2006, the Estridge Companies (which includes the Company, its subsidiaries and its
variable interest entities) experienced a net loss of $2.0 million compared to a net income of $5.3
million for 2005. Without the effect variable interest entities the net loss and net income would
have been $3.0 million and $2.8 million, respectively, for those same periods. The loss
experienced by the Estridge Companies in 2006 results primarily from market conditions,
development delays and investments in start-up operations. Prior to 2006, the Company had not
incurred a loss since 1986.

For the three months ended December 31, 2006, the Estridge Companies experienced a
net loss of $1.3 million, compared to a net loss of $1.1 million for the same period of the prior
year. Without the effect of the variable interest entities net loss for the three months ended
December 31, 2006 and 2005 would have been $1.3 million and $1.1 million, respectively. ' Due
to the seasonal nature of its business, the Company has historically reported losses or made a
small portion of its annual earnings during the first two quarters of its fiscal year. The
seasonality results from the sales cycle for new homes, which peaks in the spring and early
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summer and troughs in the fall and early winter. Revenues from the peak sales season are
recognized with the deliveries of completed homes, which occur in the summer months, or the
third and fourth quarters of the Company’s fiscal year.

The Company filed an Offering Statement on Form 1-A with the Securities and Exchange
Commission in connection with this Offering, of which this Offering Circular is a part. The
Offering Statement contained various exhibits, many of which are referenced in this Offering
Circular. Copies of these exhibits are available upon request by any prospective purchaser of the
Notes.

OFFERING CIRCULAR — THE ESTRIDGE GROUP, INC. 2



Consolidated Summary Financial Data
(unaudited)
(in thousands)

Fiscal Year Three Months
Ended September 30, Ended December 31,
2006 2005 2006 2005
Consolidated Balance Sheets
Homes, land and construction in progress $114940 $85493 $127,053 $104,202
Total assets 181,965 146,481 184,288 162,597
Notes payable 87,184 66,761 92,055 78,552
Total liabilities 155,911 127,908 156,764 137,790
Minority interest in variable interest entries 12,748 2,253 15,492 9.580
Total stockholders’ equity 13,305 16,320 12,031 15,227
Consolidated Statements of Operations
Net revenues $109,732 $143,329 §$ 22517 $ 20,826
Cost of revenues 88,483 111,901 18,657 17,227
Gross profit 21,249 31,428 3,860 3,599
Operating expenses 25,249 24,010 5,882 5,310
Income (loss) from operations (4,000) 7,418 (2,022) (1,711)
Other income (expense) 71 (109) (19) 7
Net income (loss) before taxes and minority (3,928) 7,310 (2,041) (1,703)
interest in variable interest entities
Income tax expense (benefit) (1,907) 2,050 (781) (669)
Net income (loss) before minority interest in (2,021) 5,259 (1,260) (1,033)
variable interest entities'
Minority interest in variable interest entities’ 993 2,503 15 69
Net income (I.DSS)3 (3,014) 2,756 (1,275) (1,092)

See the Financial Statements and accompanying footnotes beginning on Page F-1 of this

Offering Circular.

! Represents the net income (loss) of the Estridge Companies consisting of the Company consolidated with its

subsidiaries and its variable interest entitics.

% Represents the net income (loss) of the Estridge Companies excluding the Company consolidated with its

subsidiaries.

? Represents the net income (loss) of the Company consolidated with its subsidiaries.
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The Offering

.................................................................

GUATANLEES v evveereerrranssisereiiesreeressessecassassssnssasees

Consideration for Purchase of Notes

...............

Payment of Interest

oooooooooooooooooooooooooooooooooooooooooo

Interest Rate

-----------------------------------------------------

A maximum of $5,000,000 of Notes will be
sold. Notes will mature , 2010,

, 2012, and , 2015, and will
bear interest from the date of issuance. At
least $2,650,000 in Notes must be sold before
this Offering will be consummated. The
minimum initial purchase is $5,000.

The Notes are guaranteed by Estridge
Development Company, Inc. and Paul E.
Estridge Corp. See “Description of the
Subordinated Notes--Guarantees of the
Notes.”

The Company will accept readily available
funds for purchase of the Notes.

Semi-annually on January 1 and July 1 of each
year, commencing July 1, 2007 (for the period
from date of issuance through June 30, 2007).

10.5% per annum for 2007 Subordinated Notes
due 2010

11% per annum for 2007 Subordinated Notes
due 2012

11.5% per annum for 2007 Subordinated Notes
due 2015

Interest will be computed on the basis of a
360-day year comprised of twelve 30-day
months.

Redeemable at any time on or after January 1,
2008, at the option of the Company, subject to
specified limitations set forth herein, in whole
or in part, at 100% of the principal amount,
together with accrued interest.

No sinking fund payments.

The Notes and Guarantees will be unsecured
general obligations of the Company and the
Guarantors and will be subordinated in right of
payment to all existing and future Senior
Indebtedness, as defined in the Indenture. As
of December 31, 2006, the Senior Indebtedness
of the Estridge Companies was approximately
$92.1 million. There is no limit on the amount
of Senior Indebtedness that may be incurred.
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Offer to Purchase

---------------------------------------------

Change of Control........c.coeererenrresrecrenrersersersesne

Redemption on Death

......................................

Debt Service Reserve Fund.........ceeevveeennnennnne

USE Of PIOCEEAS..unee e iimicicssisssssiensasins

Certain Covenants......oo.eerunemesneemesnsnnssssnnsnes

See “Description of the Subordinated Notes-
-Subordination of the Notes and
Guarantees.”

The Company will be obligated to make an
offer to purchase Notes in certain
circumstances described herein. See
“Description of the Subordinated Notes--
Certain Covenants.”

Upon the occurrence of a Change of Control
(as defined in the Indenture), each holder of
Notes will have the option to cause the
Company to repurchase such holder’s Notes, in
whole or in part, at par plus accrued but unpaid
interest to the date of repurchase. See
“Description of the Subordinated Notes--
Certain Covenants--Offer to Purchase on
Change of Control.”

Upon the death of a noteholder, Notes held by
the deceased noteholder may be tendered to the
Company for redemption at a price of par plus
accrued but unpaid interest; however, the
Company will only be obligated to redeem up
to $100,000 in Notes pursuant to such requests
during any twelve-month period. See
“Description of the Subordinated Notes--
Redemption at Death.”

The Company will create a debt service
reserve fund (the “Reserve Fund”) equal to six
(6) months interest on the Notes. See
“Description of the Subordinated Notes--
Debt Service Reserve Fund.”

The Company intends to use the net proceeds
from the sale of the Notes to repay a short-term
loan from Bally Creek Associates, LLC, and to
create the Reserve Fund. See “Use of
Proceeds.”

The Indenture under which the Notes will be
issued contains certain restrictive covenants
that will, among other things, limit the
Company’s ability to make certain Restricted
Payments (as defined in the Indenture). The
Indenture also restricts the Company’s ability
to consolidate or merge with or into, or transfer
all or substantially all of its assets to, another
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person and requires the Company in certain
circumstances to make an offer to purchase
Notes at 100% of the principal amount plus
accrued but unpaid interest. These restrictions
and requirements are subject to a number of
important qualifications and exceptions. See
“Description of the Subordinated Notes--
Certain Covenants.”

RisK FacCtors ......ccoveecemncccrieciecrensesseeerenesnes An investment in the Notes involves a
significant degree of risk. The Notes and
Guarantees are unsecured general obligations
of the Company and the Guarantors, are
subordinate in right of payment to all existing
and future Senior Indebtedness, which is not
limited in amount, and do not contain
provisions for sinking fund payments. See
“Risk Factors” for a discussion of material
risks that should be considered in connection
with an investment in the Notes.

RISK FACTORS

In analyzing this offering, prospective subscribers should carefully consider certain risks
entailed in an investment in the Notes as set forth below, as well as the other information
contained in this Offering Circular.

Caution Regarding Forward Looking Statements

This Offering Circular contains statements that constitute forward-looking statements.
Those statements appear in a number of places in this Offering Circular and include projections
of financial condition, cash flow or operating performance and statements regarding the intent,
belief or current expectations of the Estridge Companies or management with respect to (i) the
Estridge Companies’ strategic plans, (ii) the policies of the Estridge Companies regarding
capital expenditures, financing or other matters, and (iit) industry trends affecting the Estridge
Companies’ financial condition or results of operations. Prospective investors are cautioned
that any such forward looking statements are not guarantees of future performance and involve
risks and uncertainties, and that actual results may differ materially from those in the forward
looking statements as a result of various factors, including the Risk Factors below.

The Notes are unsecured and subordinated to any Senior Indebtedness. In the event of the
bankruptcy or liquidation of the Company and the Guarantors, the Note holders will
recover, if at all, only after the Senior Indebtedness has been paid.
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The payment of principal and interest on the Notes and Guarantees will be unsecured
general obligations of the Company and the Guarantors, subordinated in right of payment to all
present and future Senior Indebtedness. Senior Indebtedness is defined generally in the
Indenture to include indebtedness created, incurred, assumed or guaranteed by the Company for
money borrowed other than (i) the Notes, (ii) indebtedness of the Company and the Guarantors
to any of their Insiders (as defined in the Indenture), (iii) indebtedness of the Company to any of
the other Estridge Companies (or from one subsidiary or affiliate to another) or (iv) indebtedness
for amounts owed for goods, materials or services purchased in the ordinary course of business.
There is no limitation on the amount of Senior Indebtedness that may be incurred. See
“Description of the Subordinated Notes--Subordination of the Notes and Guarantees.”

The Company's substantial indebtedness could adversely affect the Company's financial
condition, limit the Company's growth and make it more difficult for the Company to
obtain additional financing on acceptable terms and to satisfy the Company's debt
obligations.

The Company's business is capital intensive and often involves significant up-front
expenditures including the cost of acquiring land. To fund the Company's ongoing operations,
the Company uses cash flow from operations, bank borrowings, and project based joint ventures.
As of December 31, 2006, the Company had shareholders’ equity of approximately $12.0 million
and total indebtedness of approximately $92.1 million, which is secured by substantially all of
the Company's interest in real estate. The Company's business and earnings are substantially
dependent on the continuing ability of the Company to obtain bank or other financing on
acceptable terms. Lenders generally require substantial equity commitments by borrowers in
connection with loans secured by real estate. Additionally, such loans generally contain
restrictive covenants related to the operation of the Company. Although the Company believes
that cash flow from operations and its ability to borrow from various lenders will provide
adequate cash to satisfy its capital requirements for the foreseeable future, there can be no
assurance that additional sources of financing will not be required or that, if required, such
financing will be available on terms acceptable to it. If the Company is unable to obtain
additional financing on acceptable terms it will limit its growth and we may have difficulties
satisfying our existing debt obligations.

The Estridge Companies have experienced losses, may continue to do so and may have
difficulty generating sufficient cash to make payments on the Notes when due.

During the fiscal year ended September 30, 2006, the Estridge Companies experienced a
net loss of $2.0 million. Without the positive effect of $993,000 net income of the variable
interest entities the net loss would have been $3.0 million. The losses in 2006 resulted primarily
from market conditions, delays in the development of new communities and investments in
several startup operations in 2006, including Ameritage Homes and the HomExperience.

For the three months ended December 31, 2006, the Estridge Companies experienced a
net loss of $1.3 million. Unless the Company is able to increase the sale of homes and thereby
generate increased revenues, losses to the Company and the Estridge Companies will likely
continue. In light of the uncertainties relating the housing market, the ability to generate these
additional sales is also uncertain. If losses continue for the Company and the Estridge
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Companies, the Company may have difficulty discharging its obligations with respect to the
Notes.

The Company is not required to make any payments to a sinking fund and may need to
obtain additional financing to retire the Notes.

No principal payments are due with respect to the Notes prior to their maturity nor is
thete any requirement for the Company to make payments to a sinking fund or otherwise
periodically set aside funds for the retirement of the Notes, other than the Reserve Fund.
Retirement of the Notes will, therefore, be dependent upon the Company generating sufficient
excess cash flow or obtaining other financing at the time the Notes mature, neither of which can
be assured. See “Description of the Subordinated Notes.”

The Company’s home sales and revenues could decline due to general and local economic
factors outside of its control.

The industry in which the Company operates is cyclical and is significantly affected by
changes in general and local economic conditions such as interest rates, employment levels,
consumer confidence and income and availability of financing, as well as changes in government
regulation. Homebuilders such as the Company are also subject to various risks including
conditions of supply and demand in local markets, availability and cost of land, materials and
labor, adverse weather conditions, delays in construction schedules caused by strikes and other
factors not within the control of the Company, the government approval and permit process, the
effects of moratoriums and environmental controls and increases in real estate taxes and other
local government fees.

An increase in mortgage interest rates or unavailability of mortgage financing may reduce
the ability of the Company to sell homes.

The Company's business depends in part upon the availability and cost of mortgage
financing. Any limitations or restrictions on the availability of mortgage financing could
adversely affect the Company’s operations. Housing demand is also affected by mortgage
interest rate levels. The recent increase in interest rates has adversely impacted the number of
homes sold by us and our results of operations. See “Business.”

Because the Company is subject to extensive governmental and environmental regulation,
it may incur significant liabilities or restrictions on its business activities.

Home building operations are subject to federal, state and local statutes and rules
regulating environmental and developmental matters, wetland preservation, zoning, building
design and density requirements. These requirements can limit the number of homes built within
a particular community and can delay the progress of developing a particular community.

The Company must obtain numerous government approvals, licenses, permits and
agreements before it can begin development and construction. In addition, the continued
effectiveness of permits already granted is subject to factors such as changes in policies, rules
and regulations and their interpretation and application. Such regulation affects construction
activities and may result in delays or cause the Company to incur substantial compliance costs.
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The Company may be subject to additional costs or delays or may be precluded entirely
from developing our communities because of government regulations that could be imposed in
the future due to unforeseen health, safety, welfare or environmental concerns. Environmental
regulations can also have an adverse impact on the availability and price of certain raw materials
such as lumber. See “Business--Government Regulation and Environmental Matters” and
“Land Acquisition and Development.”

Fluctuations in the availability and price of the raw materials upon which the Company
depends may negatively affect the ability of the Company to profitably operate.

Although the principal raw materials used in the home-building industry, including
lumber, drywall, brick and concrete, generally are available from a variety of sources, those
materials are subject to periodic shortages and price fluctvations. This volatility may adversely
affect profitability to the extent that any increases in material costs cannot be offset by
corresponding home price increases. The costs of these raw materials may also increase as the
result of natural disasters, such as hurricanes, and increases in oil prices. See “Business--
Construction.” While labor shortages have not had a material effect on our operations, there is
no assurance that such shortages will not adversely affect us in the future.

If the Company is unsuccessful in competing against its competitors, many of which are
larger and have greater resources, its market share could decline and financial results
could suffer.

Homebuilders compete for desirable properties, financing, raw materials and skilled
labor. The Company competes for home sales with national, regional and local homebuilders,
individual resales of existing homes and condominiums and available rental housing. Most of
the Company's competitors have greater financial and other resources than the Company. If the
Company is unsuccessful in competing against its competitors, its market share and financial
results may suffer. See “Business--Competition and Market Factors.”

Because the operations of the Company are concentrated in one geographic area, the
Company may be negatively effected by changes in the local economic conditions.

The operations of the Company are currently concentrated in the Indianapolis
metropolitan area. Because of this lack of geographic diversification, adverse general economic,
weather or home-building conditions in the Indianapolis market could have a material adverse
impact on the Company.

The Company is subject to construction defect, product liability and home warranty
claims.

As a homebuilder, the Company has been, and continues to be, subject to construction
defect, product liability and home warranty claims, including moisture intrusion and related mold
claims, arising in the ordinary course of business. These claims are common to the homebuilding
industry and can be costly.

The Company has been, and continues to be, named as a defendant in various
construction defect claims, product liability claims, complaints and other legal actions that
include claims related to moisture intrusion and mold. Furthermore, plaintiffs may in certain of
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these legal proceedings seek class action status with potential class sizes that vary from case to
case. Class action lawsuits can be costly to defend, and if the Company were to lose any class
action suit, it could result in substantial liability for the Company.

Although the Company has obtained insurance for construction defect claims, such
policies may not be available or adequate to cover any liability for damages, the cost of repairs,
and/or the expense of litigation surrounding current claims, and future claims may arise out of
uninsurable events or circumstances not covered by insurance and not subject to effective
indemnification agreements with our subcontractors.

The Company and the Guarantors may not be able to satisfy their repurchase or payment
obligations under the Notes and Guarantees.

While the Indenture contains certain covenants which obligate the Company to
repurchase or offer to repurchase the Notes upon the occurrence of certain events, there can be
no assurance that the Company and the Guarantors will have sufficient funds available at any
given time to discharge such obligations. Further, the ability of the Trustee or holders of the
Notes to effect collection should an Event of Default (as defined in the Indenture) occur will be
adversely affected by the subordination provisions of the Indenture and the existence of
substantial Senior Indebtedness, as well as other indebtedness of the Company and the
Guarantors. Sece “Capitalization” and “Description of the Subordinated Notes.”

If a court voids the guarantees or finds them unenforceable, Note holders will not have a
claim against the Guarantor and will only be a creditor of the Company.

The Notes are guaranteed by the Guarantors. The Guarantees may be subject to review
and possible avoidance under U.S. federal bankruptcy law and comparable provisions of state
fraudulent conveyance and fraudulent transfer laws if a bankruptcy or reorganization case is
commenced by or against such Guarantor or a lawsuit is commenced or a judgment is obtained
by an unpaid creditor of such Guarantor. If a Guarantee is voided as a fraudulent conveyance or
fraudulent transfer or found to be unenforceable for any other reason, you will not have a claim
against that Guarantor and will only be a creditor of the Company or any Guarantor whose
obligation was not set aside or found to be unenforceable.

The loss of the services of Paul E. Estridge Jr. and the senior management team would
negatively effect the ability of the Company to operate.

The success of the Company is highly dependent upon the performance of Paul E.
Estridge, Jr. and the senior management team. See “Management” for information concerning
the senior management team. Neither the Company nor the Guarantors have “key-man”
insurance for or employment agreements with any of their senior management. The loss of key
personnel or an inability to attract, retain and motivate key personnel could have a material
adverse effect on our business.

If the Company is unable to sell at least $2,650,000 of Notes, the offering will be terminated.
This Offering is being made on a best efforts, minimum-maximum basis by the

Placement Agent as agent for and at the risk of the Company. Accordingly, there can be no
assurance that all or any portion of the Notes will be sold. All proceeds from subscribers will be
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deposited into an escrow account and should the minimum amount of Notes not be sold by the
Termination Date, subscribers will lose the use of their funds until they are returned following
the Termination Date. See “Plan of Distribution.”

Subscribers may encounter difficulties reselling the Notes.

The Notes are being offered for sale only in Indiana, Illinois, Ohio and Tennessee. Only
subscribers residing in those states may purchase the Notes. Further, the Notes will not be listed
with any securities exchange. Accordingly, it is unlikely that there will be an active secondary
market for the Notes. The absence of such a market will render it difficult for a holder to resell
the Notes, or a holder may be able to do so only at discounted prices.

THE ESTRIDGE COMPANIES

We build single family homes in the Indianapolis, Indiana metropolitan area with a
primary emphasis on Hamilton County, Boone County and Hendricks County, Indiana. We also
develop residential communities through Estridge Development Company, Inc. (the
“Development Company”). The Company offers high-quality homes, many with custom
features, designed principally for First and Second Time Move-up Buyers as well as First Time
Homebuyers (sce “Glossary of Terms™). The Company’s homes range in size from
approximately 1,500 to 4,500 square feet and range in price from approximately $170,000 to
over $500,000. Paul E. Estridge Corp. (the “Custom Company™) is a custom builder of single
family homes with sizes from 3,000 to 25,000 square feet and prices from $600,000 to over $5
million.

We also originate and broker residential mortgages, primarily for homes sold to our
customers, generating income from yield spread premiums.

For additional information regarding the ownership and management of the Estridge
Companies, see “Management--Security Ownership of Management and Certain
Securityholders.”

The Estridge Companies’ principal executive offices are located at 14300 Clay Terrace
Boulevard, Suite 200, Carmel, Indiana 46032, and the telephone number is (317) 846-7311.

USE OF PROCEEDS

The net proceeds to the Company from the sale of the Notes offered hereby after
deducting placement agent commissions, structuring fees and expenses payable by the Company
(“Offering Expenses™), are estimated to be approximately $2,251,250 million if the minimum
amount of Notes is sold and $4,425,000 million if the maximum amount of Notes is sold.

The Company will use $147,075 at the minimum (assuming the sale of a pro rata portion
of each of the three-year, five-year and eight-year Notes at each maturity date), and $277,500 at
the maximum to create the Debt Reserve Fund as required by the Indenture. The Company
intends to use the remainder of the net proceeds to repay a portion of a short-term loan from
Billy Creek Associates, LLC in the amount of $4,500,000. This short-term loan was used by the
Company to pay land development expenses, expenses related to construction in process and
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general and administrative expenses incurred by the Company in the development of its various
subdivisions.

The following table summarizes the anticipated use of proceeds from this Offering,
assuming sale of both the minimum and maximum amounts and the order in which those
proceeds will be applied:

Minimum" Maximum

Placement Agent Commissions, Structuring Fees and Offering Expenses $ 398,750 § 575,000

Debt Service Reserve FUnd.......vccmnvemneeeeeceeiiscnneaeerssrsnes 147,075 277,500
Discharge of Short-Term Loan.........ccocovviririivueeincsnsnsnrensens 2,104,175 4,147,500
Total $ 2,650,000 $ 5,000,000

! Assumes the sale of $530,000 of Notes due 2010, $1,060,000 of Notes due 2012 and $1,060,000 of
Notes due 2015.

CAPITALIZATION

The following sets forth, at December 31, 2006, the consolidated capitalization of the
Company and the pro forma capitalization of the Company, as adjusted, to give effect to this
Offering, assuming sale of only the minimum amount and the anticipated use of the proceeds
from this Offering. See “Use of Proceeds.”

As of As Adjusted for
December 31, 2006 Minimum'
(in thousands)

Notes payable and other debt $ 92,055 $ 92,055
Subordinated notes offered hereby 2,650
Total debt 92,055 94,705
Stockholders’ Equity 12,031 12,031
Total capitalization $104,086 $106,736

! Pro forma capitalization of the Company assumes the sale of $2,650,000 of the Notes.
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BUSINESS

General. We build single family homes in the Indianapolis, Indiana metropolitan area,
with a focus on Hamilton County, Boone County, Marion County and Hendricks County. Our
business is primarily operated through the Company which is the builder of single family homes
in residential communities developed by the Development Company. The Company sold 253
and 379 homes in its fiscal years ended September 30, 2006 and 2005, respectively. The Custom
Company builds custom homes in residential communities other than those developed by the
Development Company. The Custom Company sold 32 and 30 homes in its fiscal years ended
September 30, 2006 and 2005, respectively. The other companies within the Estridge
Companies compliment the businesses of the Company and Custom Company but do not
materially contribute to our financial results. The combined revenues of the other companies
represented less than 3% of the total revenues of the Estridge Companies for the fiscal years
ended September 30, 2006 and 2005.

The key elements of our business strategy are:

Customer-Experience. We strive to make the home building process an experience our
customers will enjoy. All through the process we keep the customer informed and hold
orientation meetings to better educate them and set expectations. This continues into the
warranty period as we offer our exclusive HomeLife Maintenance and Reliability Program that
provides nearly maintenance free living for three full years from completion of the house.

Product Design and Quality. The design of our homes incorporates spacious floor plans
and includes the luxurious amenities that customers demand. We offer numerous distinct
designs and specification levels geared to specific buyer profiles. Through our attention to detail
and our building process we strive to deliver a superior end product. Based upon the results of
customer satisfaction surveys conducted by an independent consulting company retained by the
Company, this has resulted in satisfaction ratings by our customers over 95% and referral rates of
over 40%.

Customization of Home Designs. We are prepared to customize our designs to meet the
individual preferences and tastes of homebuyers. Upon request, we will make a variety of
modifications that are important to the homebuyer. Such modifications might include changes to
dimensions, floor plans, exterior and interior finish materials, fixtures and appliances. We are
able to offer this level of customization while maintaining the efficiencies of a volume builder,
which management believes provides us with a competitive advantage in our target market.
During 2006, we moved into our new design studio that houses over 7,000 feet of space devoted
to the personalization of the home. A customer can choose from hundreds of cabinet samples,
kitchen lay outs, flooring, bath options, audio and video selections and many other features.

Land Acquisition and Development. One of our most important strategies involves the
development of unique neighborhoods. We carefully research our new locations to ensure we
are marketing our homes in the high demand areas. The land is selected based on a variety of
factors including (1) demographic and marketing studies; (ii) proximity to concentrated job
markets, quality school districts, retail centers and local traffic corridors; (iii) infrastructure
requirements for grading, drainage, utilities, sanitary and storm sewers and streets; (iv)
competition for the proposed community; (v) ability to obtain zoning, platting and other
government approvals; and (vi) projected profitability of the project.
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After control of a parcel of raw land has been obtained, our development staff oversees
the preparation of preliminary and final plans for the community, providing for infrastructure,
wetland preservation, recreational facilities and open space. Once preliminary plans have been
prepared, we must obtain numerous government approvals, licenses, permits and agreements
before we can begin development and construction. For a description of the government
approval and permit process, sec “Government Regulation and Environmental Matters.”

Through the creative land planning process within each development, we seek to create a
sense of community. The management team works with consultants to create the best possible
land plan that includes sweeping entry ways and lush landscaping. We also incorporate a
variety of complementary front elevations and architectural designs in our communities. We
seek to create continuity within each community by coordinating the exterior colors and trim of
neighboring homes. The homes offered in a particular community depend upon many factors
including the housing alternatives generally available in the area, the needs of the target buyers
in the community and our cost per lot in the community.

In a few communities, we acquire our finished lots from other independent land
developers. We will generally enter into an agreement with the developer pursuant to which we
agree to purchase a specified number of lots per month or per quarter. We are generally required
to provide an initial cash deposit or letter of credit that generally constitutes the developer’s sole
remedy in the event of a default. In this way we are able to secure access to attractive
communities without taking on all the risks of developing the communities internally.

Integrated Operations. Our vertically integrated operations generate operating
efficiencies and enhance profitability. These operations begin with the acquisition of land and
the development of our residential communities by the Development Company. Next, the
Company constructs and sells the single family homes within the residential communities
developed by the Development Company. Finally, we provide our customers with the additional
products and services that they desire through Estridge Design Services, LLC which provides
design studio services, FirstSource Capital, LLC which provides mortgage brokerage services
and First Mile Services, LLC which provides technology services.

For communities we develop, we rely on the substantial land acquisition and
development experience of our management team to acquire unimproved land in central Indiana
locations where management perceives buyer demand. As our own general contractor, we select
subcontractors with which we have substantial experience and which comply with our strict
quality standards. We train our sales staff to communicate the distinct features of each of our
home collections to potential customers, and our mortgage affiliate provides added convenience
and value to homebuyers by offering “one-stop” financing of home purchases.

Strict Cost Controls. We strictly control the cost of developing our communities by: (i)
utilizing our internal land development staff to develop a significant percentage of our lots; (ii)
pricing our homes at competitive levels in order to sell out our communities quickly; (iii)
adhering to strict construction schedules; and (iv) obtaining favorable pricing on construction
materials from our suppliers and labor from our subcontractors as a result of long-standing
relationships and our position as a leading homebuilder in the Indianapolis area.
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We intend to focus our future operations on: (i) continuing to open new communities in
the Indianapolis area; (ii) improving operating efficiencies to reduce costs and enhance earnings;
and (iii) increasing sales by improving marketing and advertising and increasing training of our
sales consultants. We are not currently considering any expansions through merger or
acquisition or expansion into different marketplaces; rather, we intend to continue our
incremental growth within our current marketplace.

Home Design. In most of our communities we offer homebuyers a choice of homes
from one or more of our five distinct collections, each of which offers a variety of floor plans,
exterior elevations and features targeted to a specific buyer profile.

o The Springmill Collection contains seven two-story floor plans ranging from 2,200 to
2,800 square feet and is designed primarily for First Time Move-up Buyers.

» The Meridian Collection contains seven two-story floor plans ranging from 2,800 to
3,300 square feet and is designed primarily for Second Time Move-up Buyers.

* The Designer Gallery Collection contains four floor plans ranging from 3,600 to 4,500
square feet and is designed primarily for Second Time Move-up Buyers.

e The Irvington Collection contains seven ranch floor plans ranging from 1,500 to 2,150
square feet and is designed primarily for Empty Nesters.

* The Lockerbie Collection contains five town home floor plans ranging from 1,400 to
2,200 square feet and is designed primarily for Empty Nesters.

In addition to the aforementioned collections we offer a wide range of custom home
designs through the Custom Company. The Architectural Galleries homes are traditional custom
homes ranging from 5,000 to 8,000 square feet. The Renaissance Galleries homes are marketed
to Empty Nesters and range from 2,500 to 4,000 square feet. The Paul E. Estridge Corp. homes
are one-of-a-kind designs that range from 10,000 to 25,000 square feet.

We continually review customer preferences and reports from our sales personnel to
ensure that our home designs and features address the preferences of our targeted customers. We
closely monitor the designs and features chosen by buyers of our homes as well as those offered
by competitors in our market and by homebuilders in other markets. Our architectural team and
in-house draftsmen use this information in a continuing effort to make our home designs more
attractive to homebuyers.

Construction. We act as the general contractor for the development and construction of
our communities. We employ full-time construction superintendents, each of whom supervises
construction within one specific community. Each superintendent is responsible for coordinating
the activities of the subcontractors, suppliers and building inspectors and for ensuring that the
homes conform to our quality control standards.

Subcontractors typically are retained on a community-by-community basis to complete
construction at a fixed price per house plan for a term of one year. Agreements with our
subcontractors are generally entered into on an individual community basis after competitive
bidding. We have long-standing relationships with many of our subcontractors. We sometimes
negotiate price and volume discounts with manufacturers and suppliers on behalf of
subcontractors to take advantage of our production volume.
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Although we currently purchase materials and supplies from a limited number of
suppliers on a regular basis, those materials are generally available from a number of suppliers,
and therefore we are not dependent upon a single supplier for any of our materials. Similarly, we
are dependent upon services performed by our subcontractors, particularly our mechanical
(plumbing, heating and electrical) and drywall subcontractors; however, we do not rely on any
single subcontractor whose services, if withdrawn, could not be replaced.

We generally develop and build our communities in phases in order to create efficiencies
in land development and construction and improve customer satisfaction by reducing the number
of vacant lots and other homes under construction in the immediate vicinity of a completed
home. We typically complete the construction of a home within five months from
commencement of construction, although the custom homes generally take longer.

Marketing and Sales. We place a strong emphasis on effectively marketing our homes to
our target buyers.

We attract initial interest in our communities through an advertising program using media
such as newspapers, direct mail, billboards, radio and television. We believe that we have a
reputation for developing high quality homes, which helps generate interest in our communities.

Management believes that the effective use of model homes demonstrates the advantages
of our home designs and features to prospective homebuyers. We first create a buyer profile for
each community. We then select one or more model homes representative of the product line for
that community and designed to appeal to the preferences of target buyers. Based on the buyer
profile, we then complete the model home with furniture, fixtures and amenities that generally
appeal to the target buyers.

In February, 2006, we opened the HomExperience, a design studio and home decor retail
operation in a leased retail facility comprised of over 7,400 square feet. With our new
HomExperience, we are able to guide our customers through the selection and decision making
process with experienced design consultants in an atmosphere that enables buyers to customize
their new home with creativity, taste and personal style. In the HomExperience, customers can
see, touch and feel large sized samples of everything from exterior materials, such as paint,
siding, brick and roof shingles, to interior items, such as cabinets, countertops, carpet, tile, trim,
lighting, plumbing fixtures and other special features, options and upgrades that go into a home.

Substantially all of our homes are sold by full-time commissioned sales personnel who
work from the on-site sales offices (open seven days a week) of each community. We conduct
continuous training for our sales personnel so that they are prepared to direct each customer to
the appropriate model home and explain the features and benefits of each model. Sales personnel
assist prospective buyers by providing them with information on the available home type,
pricing, options and upgrades, mortgage financing (including qualifying criteria), construction
and warranties. We survey all buyers at closing as part of our effort to continuously monitor and
adapt to customer preferences. Management believes that maintaining such relations also
contributes to our reputation for customer satisfaction and loyalty.

Generally, construction of a home is begun only after a sales contract has been executed
and the customer has received preliminary mortgage approval. The sales contract requires a cash
deposit of 2% of the purchase price which is refundable only if the contingencies in the sales
contract (such as mortgage financing or the sale of an existing home) are not met. Once the
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contingencies in the sales contract are satisfied, we typically require an additional, nonrefundable
cash deposit (which ranges from 1 to 3%, depending on the type of financing being used by the
purchaser) as a condition to starting construction of the home.

Customer Relations and Quality Control. We recognize that for many customers, the
purchase of a home represents the single largest investment they will ever make. We strive to
ensure the soundness of this investment through the delivery of quality homes located in
attractive communities. Accordingly, through every phase of our operation from the beginning
of the sales process through construction, closing and post-closing service, we strive to educate
and involve the customer in the home-building process.

Each community under development has one or two sales representatives who assist the
customer from the initial meeting through the closing. Initially, the sales representative helps the
customer select a floor plan from the appropriate home collection that meets the customer’s
desires. Thereafter, the sales representative is available throughout the entire building process to
answer questions and direct concerns to the appropriate persons.

We inspect the home with the customer several times prior to the closing. We also
require the home pass an internal quality assurance inspection before the home is delivered to the
customer. In addition, customers are asked to complete customer satisfaction surveys at the time
of the closing. The results of these surveys are used to monitor the preferences of our customers
and modify our home designs as necessary to meet these preferences.

Each home is covered by our three year HomeLife Maintenance and Reliability Program.
This program includes a three year warranty covering workmanship and materials and provides,
at no cost to the homeowner, warranty insurance from Residential Warranty Corporation. The
Residential Warranty Corporation provides coverage for ten years for structural matters, four
years for the roof of the home and two years for other specified items. We are ultimately
responsible for all repairs covered under the HomeLife program and the Residential Warranty
Corporation insurance policy.

Mortgage Origination. We have an affiliated mortgage brokerage operation, FirstSource
Capital, LLC. We are approved by the Federal Department of Housing and Urban Development
and are qualified to process FHA, VA and conventional loans and sell the servicing rights. We
originate and broker residential mortgages, primarily for homes sold to our customers. We
generate income from yield spread premiums paid by the institutions which purchase the loans.
The loans are sold without recourse, and FirstSource Capital does not warehouse, package or
service the loans. We will not commit to make a loan without a guaranteed firm commitment in
place, with a set interest rate and price from the lender who will purchase the loan. As a result,
FirstSource Capital does not incur any credit risk or market risk associated with loans that it
originates.

Competition and Market Factors. The home-building industry is highly competitive and
fragmented. We compete for home sales with national, regional and local developers and
homebuilders, individual resales of existing homes and condominiums and available rental
housing. We also compete for the acquisition of developed and undeveloped land on which to
build homes or from which to sell lots. Our primary competitors are Pulte Homes, Drees Homes,
and Centex Homes, one of which is privately owned and two of which are publicly owned
entities. We are one of the leading builders in the Indianapolis area, and management believes
we compete favorably as a result of quality construction and features, land development
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expertise, knowledge of the local real estate market and governmental permitting and approval
process, and a favorable reputation in the Indianapolis area.

Government Regulation and Environmental Matters. In order to develop land in the
Indianapolis area, we must obtain numerous government approvals, licenses, permits and
agreements before we can begin development and construction. Obtaining the many necessary
government approvals and permits for residential developments in the Indianapolis area is an
extended process that generally takes approximately nine to twelve months and can involve a
number of different governmental jurisdictions and agencies and considerable expense. We
generally do not have any rights to develop a community until after we have received all required
government approvals and permits. As with many other states throughout the country, Indiana
has recently adopted legislation that allows municipalities to impose impact fees as a means of
defraying the costs of providing certain governmental services and improvements to developing
areas.

Additionally, we, through our mortgage broker affiliate, FirstSource Capital, LLC, are
subject to the rules and regulations of the Federal Department of Housing and Urban
Development’s insured mortgage program. FirstSource Capital is also subject to the Indiana
Department of Financial Institution’s rules relating to mortgage brokers as it is a licensed
mortgage broker under, and subject to the rules and regulations of the Indiana Loan Brokers Act,
Ind. Code Sec. 23-2-5 et seq. Although FirstSource Capital originates mortgage loans, neither it
nor we are required to be licensed as a financial institution, thus neither is subject to federal or
state laws for the regulation of financial institutions.

We are also subject to a variety of federal, state and local statutes, ordinances, rules and
regulations concerning protection of health, worker safety and the environment. These laws may
result in delays, cause us to incur substantial compliance costs and prohibit or severely restrict
development in certain environmentally sensitive regions or areas. Prior to purchasing a parcel
of land, we generally evaluate such land for the presence of hazardous or toxic materials, wastes
or substances. To date, we have not experienced any material delays as a result of these laws,
and our operations have not been materially affected by the presence or potential presence of
such materials.

Employees. Within the Estridge Companies, all employees are employed by the
Company. As of December 31, 2006, the Company had 141 full-time employees. These
employees were assigned to the Estridge Companies as follows: the Company and subsidiaries
Ameritage Homes, LLLC and Estridge Design Services LLC, 105; the Custom Company, 23; the
Development Company, 5; First Mile Services, LLC, 6; and, FirstSource Capital, LLC, 3. None
of our employees are covered by collective bargaining agreements, and management believes
that few of the subcontractors that we engage are represented by labor unions or are subject to
collective bargaining arrangements. Management believes that our relations with our employees
and subcontractors are good.

Legal Proceedings. From time to time the Company and its affiliated entities become
involved in legal proceedings. Such proceedings generally consist of construction defects,
products liability and home warranty claims, including moisture intrusion and related mold
claims, arising in the ordinary course of business. The Company is generally successful in
reaching an amicable resolution of these claims with the affected homeowners. Further, the
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Company does not believe that these claims have a material adverse impact on its financial
condition or results of operations.

2006 Financial Results. During the fiscal year ended September 30, 2006, the Company
and its subsidiaries experienced a net loss of approximately $3.0 million and the Estridge
Companies experienced a net loss of approximately $2.0 million, compared to net income of
approximately $2.8 million and $5.3 million in 2005, respectively. Our operating results in 2006
were adversely affected by three factors: (i) softening of the residential real estate market, (ii)
delays in opening new developments, and (iii) investment in start-up operations.

Housing Market. The Indianapolis housing market has experienced a slow down
since the summer of 2005. Permits for new home construction were off by
approximately 16% for the first nine months of calendar 2006. These market conditions
have adversely affected sales in our existing communities. Our closings and backlog
through September 30, 2006, in communities open in both of the last two years are down
by approximately 18%, which is indicative of the market.

Development Delays. In fiscal 2006, we opened seven new communities. Six of
these communities represented replacements of existing communities and one was a new
community. We had planned to open models in all of these locations in time for the
spring 2006 selling season. However, the openings of all of these models were delayed
due to development issues, including weather, delays caused by municipalities and
construction delays. Much of the spring sales season in these communities was spent in
temporary sales trailers and models in nearby communities. We believe these delays cost
us approximately 30 sales in these new communities. By the end of our third quarter in
2006, these new communities were fully opened.

Start-up Operations. In 2006, Ameritage Homes and The HomExperience (our
design studio) began operations, and we began the planning and development of Estridge
Designer Gallery (a new product line). As a result of start-up expenses, each contributed
to a higher loss experienced by the Company. Ameritage Homes, offering homes in the
low to mid $200,000s, is open in its first community and had seven closings in fiscal year
2006. Estridge Designer Gallery, offering homes in the $600,000 to $800,000 range, will
open for sales in January, 2007 and is expected to begin closing home sales in the fourth
quarter of fiscal year 2007. The HomExperience began operating in February 2006. As a
result of the HomExperience, options and upgrades to Estridge Collections homes have
increased by an average of over $10,000 per home. Few home sales closed in fiscal year
2006 that were fully integrated into the new design studio process.

MANAGEMENT’S DISCUSSION AND ANALYSIS

Management’s Discussion and Analysis of Financial Condition and Results of Operations

The Estridge Companies build single family homes and develop residential communities
in the Indianapolis, Indiana metropolitan area with a primary emphasis on Hamilton County,
Boone County and Hendricks County, Indiana. The Estridge Companies have been in operation
for 40 years. In 2006, the Estridge Companies delivered 285 homes in the Indianapolis area,
making it one of the largest homebuilders in the area. The Estridge Companies are currently
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operating sales offices in 20 communities in the Indianapolis area. Several additional
communities are in the planning and development stages.

Results of Operations

For the year ended September 30, 2006, the Company and its subsidiaries reported a
consolidated net loss of $3,014,141 on revenues of $109,731,946. For the year ended September
30, 2005, the Company and its subsidiaries reported consolidated net income of $2,756,333 on
revenues of $143,329,298. Prior to fiscal 2006, the Estridge Companies had not incurred a loss
in 20 years. The loss experienced by the Estridge Companies in fiscal 2006 resulted primarily
from the lower volume of homes delivered.

Homes delivered declined in fiscal 2006 compared to fiscal 2005, from 409 in 2005 to
285 in 2006. The decline in homes delivered was due to due to: i) the Estridge Companies
experienced a 20% decrease in homes delivered in communities operating in both fiscal 2005
and fiscal 2006. We believe that this decrease is primarily attributable to market conditions. At
average margins per home, the impact from market conditions is estimated to be a decrease in
contribution margin of approximately $2,280,000; ii) the second major factor affecting volume
and fiscal 2006 operating results is delays in opening new communities. We believe these delays
negatively impacted our contribution margins by approximately $2,100,000; and, iii) the third
major factor negatively impacting volume and fiscal 2006 operating results is approximately
$1,750,000 of contribution margin received from communities operating in fiscal 2005 that were
completed and closed in fiscal 2006.

The Estridge Companies' homes are offered for sale in advance of their construction,
except for a program under which the Estridge Companies builds a limited number of speculative
homes per community to market to buyers who need a home to be available immediately (e.g.,
relocations.) The Estridge Companies’ backlog represents the number of homes for which a
purchase contract has been executed and an initial deposit received. Backlog can be considered
to reflect the number of in-process homes sold at a given point in time. The backlog of homes
declined from 72 at September 30, 2005 to 69 at September 30, 2006. This is reflective of
market conditions. Challenging market conditions in the housing industry have placed
downward pressure on the Estridge Companies new home contract sales. The major factors
contributing to these challenging market conditions include increasing levels of existing and new
home inventory, decreasing consumer confidence as reluctant homebuyers delay their purchase
decisions, and rising interest rates.

For the three months ended December 31, 2006, the Company and its subsidiaries
reported a consolidated net loss of $1,274,555 on revenues of $22,517,233, compared to a loss of
$1,092,475 on revenues of $20,826,126 for the same period of the prior year. Revenues
increased for the period due to an increase in homes delivered from 50 in 2005 to 57 in 2006.
The increased net loss was a result of higher operating expenses related to operation of the
HomExperience design studio, which was not open during the same period last year. The
number of homes in backlog decreased from 63 at December 31, 2005 to 56 at December 31,
2006, reflecting a continuation of challenging market conditions.
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Gross Margin for fiscal 2006 was $21,249,012 or 19.4%, compared to $31,428,286 or
21.9% for 2005. The primary factor driving this decrease on a percentage basis was increased
concessions and discounts incurred during fiscal 2006 in response to market conditions. These
concessions and discounts primarily took the form of increased customer specifications and
upgrade allowances as well as paying certain finance and closing related costs. It is the policy of
the Estridge Companies not to discount base retail home prices in response to market conditions.
This policy of including additional customer specifications instead of reducing base home prices
maintains home sales prices within a community, providing some protection against future
decreases in home values caused by the effect that homes sold at reduced prices have when used
as comparable sales for future appraisals within a community. Management believes this
increases both the long-term value proposition to the purchaser of an Estridge home as well as
allowing the Estridge Companies to maintain pricing position for its homes in the market.

For the three months ended December 31, 2006, gross margin was $3,859,661, or 17.1%,
compared to $3,598,899, or 17.3% for the same period of the prior year. Although the gross
margin percentage could continue to deteriorate slightly for the remainder of fiscal 2007, this
deterioration is expected to reverse when market conditions improve.

Operating Expenses (including Selling and General and Administrative expenses)
increased from $24,009,917 during fiscal 2005 to $25,248,550 in 2006. There were no
significant shifts in the composition of these expenses between the two periods. The increase in
operating expenses of $1,238,633, or 5% of fiscal 2005 expenses, was primarily due to annual
wage increases and expenses related to operating The HomExperience, the Estridge Companies’
new and expanded design studio that opened during fiscal 2006.

For the three months ended December 31, 2006, operating expenses were $5,881,631,
compared to $5,309,791 for the three months ended December 31, 2005. This increase in 2006
was primarily related to operating costs of the HomExperience design studio, which was not yet
open in 2005. During fiscal 2007, management has restructured the sales management,
construction, and general and administrative areas of the Company in order to reduce operating
expenses. We believe this restructuring will amount to savings in excess of $1 million in fiscal
2007.

Income Tax Expense for fiscal 2005 was $2,050,247 or 39.1% of income related to
taxable entities before minority interest entities. For 2006, the income tax benefit on the loss
from taxable entities before minority interest entities was $1,907,425 or 42%. The Estridge
Companies’ net deferred tax asset increased to $2,726,814 as of September 30, 2006 from
$870,609 at September 30, 2005 related primarily to net operating losses. Statement of Financial
Accounting Standards 109, “Accounting for Income Taxes,” requires a valuation allowance to
reduce the deferred tax assets reported if the Estridge Companies had federal tax operating loss.
Based on the weight of the evidence, it is more likely than not that some portion or all of the
deferred tax assets will not be realized. After consideration of the evidence, both positive and
negative, management has determined that no valuation allowance is necessary to reduce the
deferred tax assets.
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For the three months ended December 31, 2006, the estimated income tax benefit was
$781,179, or 38% of the net loss, compared to $669,583, or 38% of the net loss, for the same
period in the prior year. The Company’s deferred tax asset increased to $3,507,933 at December
31, 2006 from $2,726,814 at September 30, 2006.

In June 2006, the FASB issucd FASB Interpretation No. 48, “Accounting for Uncertainty
in Income Taxes — an interpretation of FASB Statement 109 (“FIN 48”). FIN 48 prescribes a
more-likely than not recognition threshold as well as a measurement attribute for the financial
statement recognition and measurement of tax positions taken or expected to be taken in a tax
return. FIN 48 is effective for fiscal years beginning after December 15, 2006. Management has
determined that no valuation allowance is necessary to reduce the deferred tax asset. See notes
A and J of Notes to Consolidated Financial Statements for additional disclosure and discussion
regarding income taxes.

Minority interest in variable interest entities decreased to $993,464 for fiscal 2006 from
$2,502,968 for fiscal 2005. Minority interest represents the net income of consolidated variable
interest entities. Variable interest entities are entitics controlled by another entity through means
other than voting rights. Net income of the Custom Company decreased by $532,963 to
$1,017,287 for fiscal 2006, primarily due to increased sales and marketing expenses related to
operating in additional communities in fiscal 2006. The Development Company net income
decreased by $849,045 to a net loss of $598,068 for fiscal 2006 and FirstSource Capital net
income decreased by $280,983 to $332,314 for fiscal 2006. These decreases are related to the
decreased business activity generated by the Company in fiscal 2006. For the three months
ended December 31, 2006, minority interest in variable interest entities was $15,010, compared
to $58,646 for the same period in the prior year.

In January 2003, the Financial Accounting Standards Board (“FASB”) issued FASB
Interpretation No. 46 “Consolidation of Variable Interest Entities, an interpretation of ARB
No. 517 (“FIN 46”). The FASB issued a revised FIN 46 (“FIN 46-R”) in December 2003 which
modifies and clarifies various aspects of the original interpretations. We have fully implemented
Fin 46-R in the presentation of the accompanying financial statements. See note S in Notes to
Consolidated Financial Statements for additional disclosure and discussion regarding the
implementation of FIN 46-R.

Inflation. Qur business is significantly affected by general economic conditions of the
Indianapolis metropolitan area and, particularly, by the impact of interest rates. Higher interest
rates may decrease our potential market by making it more difficult for homebuyers to qualify
for mortgages or to obtain mortgages at interest rates that are acceptable to them.

In recent years, we have generally been able to raise prices by amounts at least equal to
our cost increases and, accordingly, have not experienced any detrimental effect from inflation.
As we develop lots for our own use, inflation may increase our profits because land costs are
fixed well in advance of sales efforts. We are generally able to maintain costs with
subcontractors from the date construction is started on a home through the delivery date.
However, in certain situations, unanticipated costs may occur between the time of start and the
delivery date,
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Critical Accounting Policies

The preparation of the Estridge Companies’ Consolidated Financial Statements requires
the Estridge Companies to make estimates and judgments that affect the reported amounts of
assets, liabilities, revenues and expenses, and related disclosure of contingent assets and
liabilities. On an on-going basis, the Estridge Companies evaluates its estimates, including those
related to revenue recognition, impairment of real estate assets, capitalization of costs,
environmental liability exposure, miscellaneous litigation reserves, and income taxes. The
Estridge Companies bases its estimates on historical experience and on various other
assumptions that are believed to be reasonable under the circumstances, the results of which
form the basis for making judgments about the carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these estimates under
different assumptions or conditions.

The Estridge Companies believes the following critical accounting policies reflect the
more significant judgments and estimates used in the preparation of the Consolidated Financial
Statements.

Estimates. Reserves for the estimated cost of homes under warranty are recorded in the
period in which the related home is closed and are based on historical experience and trends.
Should actual warranty experience change, revisions to the estimated warranty liability would be
required.

Estimates for the costs to complete land development are recorded upon completion of
the related land development project. Estimates for land and land development costs are
allocated to development phases based on the total number of lots expected to be developed
within each subdivision and are based on detailed budgets for the land development project and
historical experience and trends. If actual costs or the total number of lots developed changes,
significant variances may be encountered.

Revenue Recognition. Revenues for the Estridge Group and Ameritage are recognized in
accordance with Statement of Financial Accounting Standard 66 (SFAS 66). Revenues are
recognized when a formal closing has occurred, the buyer has made the required minimum down
payment, the buyer has obtained necessary financing, the risks and rewards of ownership are
transferred to the buyer, and the Estridge Companies have no continuing involvement with the

property.

Revenues for Paul E. Estridge Corp. are recognized in accordance with SFAS 66: (a)
when a formal closing has occurred, the buyer has made the required minimum down payment,
the buyer has obtained necessary financing, the risks and rewards of ownership are transferred to
the buyer, and the Estridge Companies have no continuing involvement with the property, or (b)
under the percentage of completion method based on the costs incurred relative to total estimated
costs where Paul E. Estridge Corp. is a general contractor.

OFFERING CIRCULAR — THE ESTRIDGE GROUP, INC. 23



Estridge Development Company, BCE Associates I, LLC, BCE Associates II, LLC, BCE
Associates I1I, LLC and BCE Associates 1V, LLC recognize revenues upon the sale of completed
lots. All revenues are from companies included in The Estridge Group’s consolidated financial
statements. Accordingly, all of these revenues have been eliminated in consolidation.

Completed lots generally include site acquisitions, surveys, land development and other items
necessary prior to commencement of residential building.

Capitalization of Costs. Capitalized costs are stated at the lower of cost or estimated net
realizable value. Home construction costs consist of materials, subcontracts, and certain indirect
costs associated with the construction of a residential unit. Capitalized interest is included as a
component of construction in process and lot inventory and land development costs on the
Estridge Companies’ consolidated balance sheets.

Lot Inventory, Land Development Costs and Construction in Progress. The Estridge
Companies use the specific identification method for the purpose of accumulating costs
associated with home construction. Lot inventories and land development costs are recorded at
cost, unless they are determined to be impaired, in which case the impaired assets are written
down to fair value less cost to sell in accordance with Statement of Financial Accounting
Standards (“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets” (“SFAS 144”). In addition to the costs of direct land acquisition, land development and
related costs (both incurred and estimated to be incurred) and home construction costs,
inventories include capitalized interest, real estate taxes and certain indirect costs incurred during
land development and home construction. Such costs are charged to cost of sales simultaneous
with revenue recognition. Land Development Costs are allocated to individual lots on a pro-rata
basis. Home construction costs are also recorded at cost and are included in construction in
process. When a home is closed, all incurred costs necessary to complete the home may have
not been paid. As homes close, home construction budgets and contracts are compared to actual
recorded costs to date to estimate the additional costs to be paid to subcontractors related to the
home. A liability is recorded and a corresponding charge to cost of sales is recognized for the
amount estimated to be ultimately paid related to that home. The accuracy of this estimate is
monitored by comparing actual costs incurred in subsequent months to the estimate. Although
actual costs to complete in the future could differ from the estimate, this method has historically
produced consistently accurate estimates of actual costs to complete closed homes.

Consolidated Land Inventory Not Owned, In order to ensure the future availability of
land for homebuilding, the Estridge Companies enter into option purchase agreements
(agreements) for undeveloped land and developed lots with unaffiliated third parties and variable
interest entities described in Note A under Nature of Operations. Under these agreements, the
Estridge Companies pay stated deposits or provide letters of credit in consideration for the right
to purchase land at a future time at predetermined prices. These options generally do not contain
performance requirements from the Estridge Companies nor obligate the Estridge Companies to
purchase the land. Deposits related to these agreements are included in the consolidated balance
sheet in other assets. To the extent the Estridge Companies do not exercise the option to
purchase such land, the amount of the land option deposit, any letters of credit, as well as
development costs incurred to date, generally represent the Estridge Companies maximum
exposure to loss.

OFFERING CIRCULAR — THE ESTRIDGE GROUP, INC., 24



Consolidation of Variable Interest Entities. In January 2003, the Financial Accounting
Standards Board (“FASB”) issued FASB Interpretation No. 46 “Consolidation of Variable
Interest Entities, an interpretation of ARB No. 51” (“FIN 46). The FASB issued a revised FIN
46 (“FIN 46-R”) in December 2003 which modifies and clarifies various aspects of the original
interpretations. Variable interest entities are entities controlled by another entity through means
other than voting rights. FIN 46-R provides guidance on determining whether and how a
business enterprise should consolidate a variable interest entity. FIN 46-R requires significant
use of judgment and estimates in determining its application.

Environmental Liability Exposure. Development and sale of real property creates a
potential for environmental liability on the Estridge Companies” part as owner and developer, for
its own acts as well as the acts of prior owners of the subject property or owners or past owners
of adjacent parcels. If hazardous substances are discovered on or emanating from any of its
properties, the Estridge Companies and prior owners may be held liable for costs and liabilities
relating to those hazardous substances. The Estridge Companies generally undertake
environmental studies in connection with property acquisitions. In the event the Estridge
Companies incur environmental remediation costs, including clean up costs, consulting fees for
environmental studies and investigations, monitoring costs, and legal costs relating to clean up,
litigation defense, and the pursuit of responsible third parties, if these costs are incurred in
connection with properties the Estridge Companies previously sold, then they are expensed. The
Estridge Companies capitalize costs relating to land under development and undeveloped land as
part of development costs. Costs incurred for properties to be sold are deferred and charged to
cost of sales when the properties are sold. Should a previously undetected, substantial
environmental hazard be found on the Estridge Companies’ properties, significant liquidity could
be consumed by the resulting clean up requirements and a material expense may be recorded.
Further, governmental regulation on environmental matters affecting residential development
could impose substantial additional expense on the Estridge Companies, which could adversely
affect results of operations or the value of properties owned under contract, or purchased by the
Estridge Companies.

Income Taxes. Income taxes are provided for the tax effects of transactions reported in
the consolidated financial statements and consist of taxes currently due plus deferred taxes.
Deferred taxes are recognized for the differences between the basis of assets and liabilities for
financial statement and income tax purposes. Those differences relate primarily to fixed assets
(use of different depreciation methods and lives for financial statement and income tax
purposes), and certain accrued expenses (use of accrual method for financial statement purposes
and cash method for income tax purposes). The deferred tax assets and liabilities represent the
future tax consequences of those differences, which will either be taxable or deductible when the
assets and liabilities are recovered or settled. Deferred taxes are also recognized for any
operating loss carryforwards, charitable contribution carryforwards, and tax credit carryforwards
that are available to offset future income taxes. Adjustments may be required by a change in
assessment of deferred tax assets and liabilities, changes due to audit adjustments by Federal and
State tax authorities, and changes in tax laws. To the extent adjustments are required in any
given period, the adjustments would be included within the tax provision in the statement of
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operations and/or balance sheet. These adjustments could materially impact our financial
position and results of operations and liquidity.

Liquidity and Capital Resources

Our financing needs depend on sales volume, asset turnover, land acquisition, inventory
balances and growth targets. We have incurred substantial indebtedness, and may incur
substantial indebtedness in the future, to fund the growth of our land development and
homebuilding activities. A detailed summary of the Estridge Companies’ indebtedness as of
fiscal years ending September 30, 2005 and 2006 is set forth in Note D on pages F-23 through F-
29 of this Offering Circular. During fiscal 2007, we currently intend to purchase additional land,
funded by secured borrowings. We continue to purchase some lots from outside developers
under agreements. Principal payments due on outstanding indebtedness of $85,298,428 as of
September 30, 2006 are as follows:

Year Ending September 30
2007 $ 52,051,776
2008 21,180,306
2009 9,836,404
2010 1,466,492
2011 72,012
Thereafter 691,438

On an ongoing basis, the Estridge Companies require capital to purchase and develop
land, to construct units, to fund related carrying costs and overhead and to fund various
advertising and marketing programs to facilitate sales. These expenditures include site
preparation, roads, water and sewer lines, impact fees and earthwork, as well as the construction
costs of the homes and amenities. The Estridge Companies sources of capital include funds
derived from operations, various bank borrowings, most of which are secured, and limited
liability partnerships.

The Estridge Companies obtain land acquisition and development funding on a project-
by-project basis. Land acquisition and development loans are secured by the related project’s
real property. The annual interest rate on each of these loans ranges from prime to prime plus
1%. These loans are scheduled to mature at various times through June 2008. The loan
agreements contain customary representations and covenants, including loan to value limitations
and limitations on the maximum principal amount that can be outstanding at any time.

The Estridge Companies’ current construction loans are revolving credit arrangements
provided by established commercial lenders in the Indianapolis area. These loans are secured by
the homes under construction. The Estridge Companies draw down available funds from these
credit facilities from time to time throughout the construction process, generally up to 80% of the
value of the new home. The credit facilities are repaid in the normal course of business as each
home closes with the amount of the repayment equal to 100% of the construction loan
attributable to that home. Annual interest rates on these credit facilities range from LIBOR plus
300 basis points to prime plus 1% and are scheduled to mature in increments from time to time
between April 2007 and February 2009. The loan agreements contain customary representations
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and covenants, including loan to value limitations, limitations on the maximum principal amount
that can be outstanding at any time and limits on the number of speculative and model homes at
any one time. As of December 31, 2006, the total amount of credit available under construction
loans was $59,750,000; outstanding balances were $34,706,577; and available credit was
$25,043,423.

The Estridge Companies have no planned or committed material capital expenditures or
future material funding requirements outside the normal course of business. Consistent with the
historical results of the company, current obligations will be funded through ongoing operations,
including proceeds from future home closings and borrowings under available credit facilities.
The Estridge Companies believe that funds generated from these sources will provide sufficient
capital for the Estridge Companies to meet existing operating needs.

As of December 31, 2006, net working capital on the consolidated balance sheet was
$22,212,502. This amount consists of cash, accounts and related party receivables, costs and
estimated earnings in excess of billings, lot and land inventory and construction in progress, less
notes payable, accounts payable, due to stockholder, estimated completion costs, billings in
excess of costs and estimated earnings, customer deposits, and estimated warranty costs.

Cash Flow Statement. Net cash used in operating activities for the year ended September
30, 2006 was $28,456,013, compared to net cash used in operating activities for the year ended
September 30, 2005 of $14,657,091. This increase was primarily attributable to the swing in net
income of ($5,770,415), the change in net income attributable to minority interests in variable
interest entities of ($1,509,504), the change in construction in process of ($3,902,167), and the
change in the deferred tax asset of ($3,656,554). Construction in process increased due to the
homes in backlog and speculative homes at September 30, 2006 being generally more complete
on a percentage of cost basis than were the homes in backlog and speculative homes at
September 30, 2005.

For the three months ended December 31, 2006, net cash used in operating activities was ‘
$7,762,469, compared to $18,586,772 for the same period in the prior year. This decrease was
primarily attributable to the change in construction in progress of ($5,367,688), and the change
in accounts payable of $5,278,633. The decrease in construction in progress reflects a decrease
in inventory of speculative homes compared to the previous year. The increase in accounts
payable relates to the timing of payments to sub contractors as those payments relate to the
timing of borrowings under construction lines of credit.

Net cash used in investing activities for the year ended September 30, 2006 was
$2,749,142, compared to $1,979,731 for the year ended September 30, 2005. This decrease was
attributable to the purchase of property and equipment.

For the three months ended December 31, 2006, net cash used in investing activities was
$332,813, compared to $904,817 for the same period of the prior year. For both periods, these
amounts represented purchases of property and equipment.
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Net cash provided by financing activities for the year ended September 30, 2006 was
$29,506,929, compared to $17,690,743 for the year ended September 30, 2005. The increase in
net cash provided by financing activities in 2006 was primarily attributable to capital
contributions in minority equity in variable interest entities during the year ended September 30,
2006. Borrowings on notes payable decreased from $118,073,803 for fiscal 2005 to
$110,773,455 for fiscal 2006, while payments on notes payable also decreased from $97,879,702
for fiscal 2005 to $91,449,692 for fiscal 2006. The operating activities of the Estridge
Companies are principally financed through notes payable. These decreases in notes payable
relate primarily to the decrease in business activity as reflected by reduced revenues in fiscal
2006, as well as to a decrease in re-finance activity on land holdings.

For the three months ended December 31, 2006, net cash provided by financing activities
was $7,542,287, compared to $18,840,752 for the same period of the prior year. This decrease is
attributable to a decrease in net borrowings on notes payable of $5,821,088, and a decrease in
contributions from minority interest in variable interest entities of $4,270,000. Borrowings and
payments on notes payable decreased by $10,363,542 and $4,542,454 due to reduced financing
and re-financing activities related to land holdings.

Lot Positions

Building Lots Controlled. As of December 31, 2006, the Estridge Companies owned or
controlled approximately 1,097 building lots with an aggregate purchase price of approximately
$83,822,000. This total is comprised of 677 building lots with a total approximate purchase
price of $50,184,000 which are controlled through consolidated variable interest entities, as well
as 420 building lots with a total approximate purchase price of $33,638,000 which are controlled
through unrelated developers.

Undeveloped Land Acquisitions. As of December 31, 2006, the Estridge Companies
have agreements to purchase undeveloped land expected to yield approximately 420 building lots
for an aggregate purchase price of $7,015,000. The Estridge Companies have the right to cancel
these agreements and forfeit its deposits. In addition to undeveloped land under purchase
agreements, the Estridge Companies own undeveloped land expected to yield 1,591 building lots
with a total cost of approximately $29,652,000.

The approximate purchase price of building lots controlled through unrelated developers
of $33,638,000 plus undeveloped land under contract of $7,015,000 comprise “consolidated land
inventory not owned” of $40,653,000 reported on the consolidated balance sheet as of December
31, 2006. Land acquisition and development costs incurred to date related to the 677 building
lots controlled by consolidated variable interest entities and undeveloped land owned by the
Estridge Companies of $29,652,000 are included in “lot inventory and land development costs”
on the consolidated balance sheet as of December 31, 2006.

DESCRIPTION OF PROPERTY

Facilities. We currently lease approximately 21,000 square feet of office space for our
headquarters in Carmel, Indiana, pursuant to a lease with Clay Terrace Partners, LLC, an
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unrelated third party, for an aggregate annual rent of approximately $400,000. The term of this
lease ends on November 30, 2015, subject to certain extensions.

We also entered into a lease with Clay Terrace Partners, LLC, for the HomExperience,
our design studio. The HomExperience is a retail facility which contains approximately 7,400
square feet. The term of this lease ends on May 31, 2015, subject to certain extensions.

Though the facilities used for our headquarters and for the design studio are fully utilized,
management believes that these facilities are suitable and adequate for the conduct of our
business for the foreseeable future.

Copies of the Company’s leases with Clay Terrace Partners, LLC, are attached as
Exhibits 6.1, 6.2 and 6.3 to the Offering Statement of which this Offering Circular is a part.

MANAGEMENT

Executive Officers and Managers

Our business and affairs are ultimately directed by Paul E. Estridge, Jr. who is the sole
shareholder and the sole director of the Development Company and the Custorn Company.
Additionally, he is the sole director and owns 95% of the capital stock of the Company.

The Estridge Group, Inc.
Board of Directors — Paul E. Estridge, Jr. is the sole director of the Company (since
1983)
Officers ~ Paul E. Estridge, Jr. is the President of the Company (since 1983)

Michael Keller is the Treasurer and Secretary of the Company
(since 1989)

Estridge Development Company, Inc.
(the “Development Company”)

Board of Directors — Paul E. Estridge, Ir. is the sole director of Estridge Development
Company, Inc. (since 1983)

Officers ~ Paul E. Estridge, Jr. is the President of Estridge Development
Company, Inc. (since 1983)

Michael Keller is the Treasurer and Secretary of Estridge
Development Company, Inc. (since 1989)

Paul E. Estridge Corp.
(the “Custom Company”)

Board of Directors — Paul E. Estridge, Jr. is the sole director of Paul E. Estridge Corp.
(since 1983)
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Officers — Paul E. Estridge, Jr. is the President of Paul E. Estridge Corp.(since
1983)

Michael Keller is the Treasurer and Secretary of Paul E. Estridge
Corp. (since 1989)

The following is a list of the Senior Management Team of the Estridge Companies:

Paul E. Estridge, Jr., age 49 — President and Chief Servant (since 1983)

Mr. Estridge founded the Company in 1983, the Development Company in 1989, First Mile
Technologies in 1999, Lockerbie Townhomes in 2000, FirstSource Capital in 2001, and
Ameritage Homes in 2004. He purchased the Custom Company from his father in 1992. He is
active in the Young President’s Organization, Grace Community Church, and many charitable
and civic organizations. He is a graduate of the University of Evansville with a degree in
Business Administration — Real Estate. Mr. Estridge is the brother-in-law of Gary McNutt.

Michael Keller, age 45 — Managing Partner, General Manager and CFO (since 1989)

Mr. Keller has been with the Estridge Companies for 17 years, previously serving in the position
of Controller of the Company. He is a graduate of the University of Evansville with a degree in
business administration.

Randy McNutt, age 48 — Executive VP Sales (since 1985)

Mr. McNuit is responsible for sales management. He has been with the Estridge Companies for
21 years, previously serving in the roles of sales consultant, sales manager, marketing, and
general management of the Company. He has a business degree from Indiana University. Mr.
McNutt is the brother of Gary McNutt.

Paul Hayes, age 44 — VP Finance and Controller (since 1997)

Mr. Hayes is responsible for corporate finance, as well as all accounting functions of the
Company. He holds an accounting degree from Ball State University and is a CPA. He has been
with the Estridge Companies for nine years. Prior to joining the Estridge Companies, Mr. Hayes
was financial reporting controller for Simon Property Group.

Todd Fenoglio, age 43 — VP Product Development and Internal Production (since 2005)
Mr. Fenoglio is responsible for product development, internal production, and architectural
services. He has a degree in architecture from Ball State University and is a registered architect
and member of AIA. Todd has been with the Estridge Companies for five years. He also served
as President of Precedent Homes in Indianapolis.

Gary McNutt, age 49 — Executive VP Paul E. Estridge Corp. (since 1983)

Mr. McNutt has been employed by the Estridge Companies for 22 years. He is responsible for
the sales and marketing of Paul E. Estridge Corp. Gary graduated from Indiana University with
a degree in business. Mr. McNutt is the brother-in law of Paul E. Estridge and the brother of
Randy McNutt.
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Brad Love, age 47 — Executive VP Paul E. Estridge Corp. (since 1987)

Mr. Love is responsible for the external and internal operations of the Estridge Companies. He
has been with the Estridge Companies for 18 years, also serving in management of internal
production for the Company. Brad holds a degree in civil engineering from the University of
Evansville.

Remuneration of Officers and Directors

The following table sets forth information with respect to the aggregate annual
remuneration paid by the Estridge Companies for services rendered during the fiscal year ended
September 30, 2006 to the three most highly compensated executive officers of the Estridge
Companies. The Estridge Companies are not a party to an employment agreement with any of
the executive officers of the Estridge Companies.

Summary Compensation Table

Name of Individual and Annual
Principal Capacities in Which Served Year Remuneration
Paul E. Estridge, Ir.
President and Chief Servant 2006 $600,000
Gary McNutt 2006 $241,194

Executive Vice President, Paul E. Estridge Corp.

Brad Love 2006 $236,194
Executive Vice President, Paul E. Estridge Corp.

Description of Companies and Security Ownership of Management and Certain
Securityholders!

The Estridge Group, Inc.

The Estridge Group, Inc. (also referred to herein as the “Company™) is an Indiana
corporation engaged in the business of constructing single family homes.

The following table sets forth the names and addresses of each of the shareholders of the
Company and their respective ownership interests:

! Copies of the Organizational Documents of Paul E. Estridge Corp. (Exhibits 2.2 and 2.3), The Estridge Group, Inc.
(Exhibits 2.4 and 2.5) and Estridge Development Company, Inc. (Exhibits 2.6 and 2.7) are attached to the Offering
Statement of which this Offering Circular is a part.
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Title of Class

Common Stock

Common Stock

Common Stock

Common Stock

Common Stock

Name and Address of Owner

Paul E. Estridge, Jr.

Business

14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Residence

15747 Oak Road

Carmel, Indiana 46033

Michael J. Keller

Business

14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Residence

1531 Redwood Drive

Carmel, Indiana 46032

Randy McNutt

Business

14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Residence

3093 West 166th Street

Westfield, Indiana 46074

Gary McNutt

Business

14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Residence

856 Wedgewood Lane

Carmel, Indiana 46033

Brad Love

Business

14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Residence

15925 Oak Park Court

Westfield, Indiana 46074

Number of
Shares

1,512,014

15,501

15,501

15,501

15,501

Percent of
Class

95%

1%

1%

1%

1%
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Common Stock Charlie Scott 15,501 1%
Residence
12040 Durbin Drive
Carmmel, Indiana 46032

Common Stock Officers and Directors as a Group (6 1,589,519 100%
persons)

There are no outstanding options, warrants or rights to purchase capital stock of the
Company.

The Company has the following wholly-owned subsidiaries: Ameritage Homes, LLC,
First Mile Services, LLC, and Estridge Design Services, LLC. The officers and directors of the
Company serve in the same capacities as the officers and directors of Ameritage Homes, LLC,
First Mile Services, LLC, and Estridge Design Services, LLC.

Estridge Development Company, Inc.

Estridge Development Company, Inc. (also referred to herein as the “Development
Company”) is an Indiana corporation engaged in the business of land acquisition and the
development of residential communities in which the Company will be the home builder.

The following table sets forth the name and address of the sole shareholder of Estridge
Development Company, Inc. and his ownership interest:

Number of Percent of
Title of Class Name and Address of Owner Shares Class

Common Stock Paul E. Estridge, Jr. 100 100%
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

There are no outstanding options, warrants or rights to purchase capital stock of Estridge
Development Company, Inc.

Paul E. Estridge Corp.

Paul E. Estridge Corp. (also referred to herein as the “Custom Company”) is an Indiana
corporation engaged in the business of building custom homes generally outside of communities
developed by the Development Company.

The following table sets forth the name and address of the sole shareholder of Paul E.
Estridge Corp. and his ownership interest:

Number of Percent of
Title of Class Name and Address of Owner Shares Class

Common Stock Paul E. Estridge, Ir. 100 100%
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032
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There are no outstanding options, warrants or rights to purchase capital stock of Paul E.
Estridge Corp.

The following is a summary of the ownership, management and description of the
remaining Estridge Companies:

BCE Associates I, LLC, BCE Associates II, LL.C, BCE Associates II1, LLC, BCE
Associates IV, LLC

These Indiana limited liability companies are each managed by their manager, the
Development Company. The Development Company and third-party equity investors are the
only members of these companies. The purpose of these companies is to provide development
financing for specific residential developments in which the Company is the exclusive builder.
These companies own and develop the real estate and sell finished lots to the Company pursuant
to lot sales agreements. Each development is financed through a loan from a financial institution
which is guaranteed by the Company, the Guarantors and Mr. Estridge. The Development
Company expects no distributions or returns from the limited liability companies. The limited
liability companies and the lot sales agreements are structured so that the third-party equity
investors are paid a fixed priority return of 19.5% per annum with no cash flow remaining for the
Development Company. The Company through the lot sales agreements and the Development
Company through the operating agreement are obligated to provide the funds necessary for the
equity investors to receive the priority return. Further, Mr. Estridge has guaranteed substantially
all of the priority return. During the first quarter of fiscal 2007, the Development Company and
a third-party equity investor established BCE Associates IV, LLC to finance the acquisition of
real estate to be held for development. The Development Company is the manager of BCE
Associates IV, LLC. The third-party equity investor will receive a fixed priority return of 19.5%
per annum from BCE Associates IV, LLC with no cash flow remaining for the Development
Company. Copies of the Operating Agreements for each of BCE 1, BCE II, BCE 111, and BCE
IV are attached as Exhibits 2.8, 2.9, 2.10 and 2.11, respectively, to the Offering Statement of
which this Offering Circular is a part.

Estridge Investment Co., LLP

Estridge Investment Co., LLP is an Indiana limited liability company engaged in the
business of holding a single parcel of commercial real estate. This real estate formerly housed
the headquarters of the Estridge Companies and is now being subleased by the Company to
third-parties.

This company is currently owned 50% by Paul E. Estridge, Sr. and 50% by Paul E.
Estridge, Jr. The Company currently leases its former headquarters from Estridge Investment
Co., LLP and guarantees the borrowing of Estridge Investments.

FirstSource Capital, LLC

FirstSource Capital, LLC is an Indiana limited liability company engaged in the business
of providing mortgage brokerage services to the customers of the Company.

This company is owned and managed by Paul E. Estridge, Jr.
Subsidiaries of The Estridge Group, Inc.

The subsidiaries of the Company are their related business are provided below.
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Ameritage Homes, LLC

Ameritage Homes, LLC is an Indiana limited liability company engaged in the business
of single family home construction in the low to mid $200,000s which is a lower price point
from the homes built by the Company. Ameritage Homes, LLC is wholly-owned by the
Company and managed by the officers of the Company.

Estridge Design Services, LLC

Estridge Design Services, LLC is an Indiana limited liability company engaged in the
business of operating a design studio for our customers and related retail operation. Estridge
Design Services, LLC is wholly-owned by the Company and managed by the officers of the
Company.

First Mile Services, LLC

First Mile Services, LLC is an Indiana limited liability company engaged in providing
phone, internet, cable television and security monitoring services to a limited number of the
communities developed by us. First Mile Services, LLC is wholly-owned by the Company and
operates its business through its subsidiaries: First Mile Entertainment, LLC, First Mile Capital,
LLC, and First Mile Investments, LLC. The First Mile entities are managed by the officers of
the Company.

CERTAIN TRANSACTIONS
Affiliate Transactions

It has been the policy of the Company and the Guarantors that any transaction between
the Company or the Guarantors and an officer, director or affiliate, including any future loans
between the Company or the Guarantors and an officer, director or affiliate, be on terms no less
favorable to the Estridge Companies than could be obtained from an unaffiliated third party.
Future loans to officers, directors and shareholders who hold greater than 5% of the outstanding
stock of the Company will be for bona fide business purposes and will be approved by a majority
of the directors including a majority of the disinterested members of the Board of Directors of
the Company. Because Paul E. Estridge is currently the sole director of the Company, the
Company will not be able to enter into a loan with him unless an additional director is added.

Paul E. Estridge Corp. has various notes payable to related parties accruing interest at
rates from prime to prime plus 2% that expired in December 1996. The notes are payable on
demand after thirty days notice from the related parties. The balance of this related party debt
was $785,865 as of December 31, 2006, and consists of the following:

Note Holder Relationship Amount Interest Rate
Robert and Dorothy Hindman  Aunt/Uncle of Paul Estridge Jr. 115,000 Prime
Carol Estridge Mother of Paul Estridge Jr. 32,000 Prime + 2%
Paul Estridge, Sr. Father of Paul Estridge Jr. 80,000 Prime + 2%
Lou Ann Estridge Aunt of Paul Estridge Jr. 7,500 Prime
Don Estridge Uncle of Paul Estridge Jr. 500,000 Prime + 2%
Jack and Lucille McNutt Parents of Gary and Randy McNutt 50,000 Prime
Judy Estridge Wife of Paul Estridge Jr. 1,365 Prime
785,865
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Estridge Development Company, Inc. has a note payable to Paul E. Estridge, Jr., the
President, sole director and sole shareholder of the Estridge Development Company, Inc., at a
rate of prime plus 1.75% with annual principal payments of $220,000. The balance on this
stockholder note payable amounted to $1,100,000 at December 31, 2006.

DESCRIPTION OF THE SUBORDINATED NOTES

The Notes will be issued under an indenture (the “Indenture™) dated , 2007,
between the Company and MainSource Bank, as Trustee, a copy of which is filed as Exhibit 9.1
to the Offering Statement of which this Offering Circular is a part. The Indenture will not be
qualified under the Trust Indenture Act under claim of exemption for issuances of $10,000,000
or less. The Trustee will also act as Paying Agent with respect to the Notes. The following
statements are brief summaries of the material provisions of the Indenture and are subject to, and
are qualified in their entirety by reference to, all of the provisions of the Indenture, including the
definitions therein of certain terms. Wherever particular provisions or defined terms of the
Indenture are referred to in this Offering Circular, it is intended that such provisions or defined
terms be incorporated herein by reference. Article or section references in parentheses indicate
the particular locations in the Indenture in which additional or more specific information can be
found.

General

The Notes will be issued in an aggregate principal amount limited to $5,000,000. The
interest rates and maturity dates are as follows:

2007 Subordinated Notes Due 2010 - interest rate of 10.5% per annum and a maturity
date of , 2010

2007 Subordinated Notes Due 2012 - interest rate of 11% per annum and a maturity date
of , 2012

2007 Subordinated Notes Due 2015 - interest rate of 11.5% per annum and a maturity
date of , 2015

The Notes will bear interest from the date of issuance payable semi-annually in arrears on
January 1 and July 1 of each year, commencing July 1, 2007 (for the period from the date of
issuance through June 30, 2007) to the holders of record on the day preceding the interest
payment date. (Sections 2.01, 2.02 and 4.01) The Notes are not convertible into common stock
or other securities of the Company or any of the Guarantors.

Principal (and premium, if any) and interest will be payable at the office or agency
maintained by the Company for such purpose in Carmel, Indiana, provided that payment of
interest may be made at the option of the Company by check mailed to the address of the person
entitled thereto as it appears in the register maintained by the Trustee. (Sections 2.03, 2.12 and
4.01)
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The Notes will be issued only in registered form in denominations of $1,000, subject to a
minimum initial purchase of $5,000, and any integral multiple thereof. (Section 2.02). At any
time after the execution and delivery of the Indenture and upon the request of the Company, the
Trustee shall authenticate and deliver Notes executed by the Company as provided in the
Indenture. No Note shall be valid or obligatory for any purpose unless so authenticated.
(Section 2.02). The Company may charge a reasonable fee for registering transfers of the Notes
and the Company may require payment of a sum sufficient to cover any tax or other
governmental charge payable in connection therewith. (Section 2.06)

Subordination of the Notes and Guarantees

The Notes and Guarantees represent unsecured general obligations of the Company and
the Guarantors. The Notes and Guarantees are subordinated in right of payment to all Senior
Indebtedness, whether outstanding as of the date of this Offering or thereafter incurred. Senior
Indebtedness is defined generally in the Indenture to include indebtedness created, incurred,
assumed or guaranteed by the Company or the Guarantors for money borrowed other than (i) the
Notes, (ii) indebtedness of the Company to any of its Insiders, (i) indebtedness of the Company
to any of its subsidiaries or affiliates (or from one subsidiary or affiliate to another), or (iv)
indebtedness or amounts owed for goods, materials or services purchased in the ordinary course
of business. There is no limit on the amount of Senior Indebtedness the Company or the
Guarantors may incur or have outstanding at any given time. (Article 6)

Guarantees of the Notes

The Notes will be guaranteed by the Guarantors (the “Guarantees™). The Guarantees will
be unsecured obligations of the Guarantors and will be subordinated in right of payment to all
existing and future Senior Indebtedness. Except for the Guarantors, no other of the Estridge
Companies will guarantee the Notes.

Under the Guaranty Agreements the Guarantors irrevocably and unconditionally
guarantee to each Noteholder the due and punctual payment in full of (i) the principal and
interest on, and any other amounts due under, the Notes when and as the same shall become due
and payable and (ii) any other sums which may become due under the terms and provisions of
the Offering Circular, the Indenture or the Notes. Further, the Guarantors agree to pay and to
indemnify and save each Noteholder harmless from and against any damage, loss, cost or
expense which such Noteholder may incur or be subject to as a consequence, direct or indirect,
of (i) any breach by the Guarantors or the Issuer of any warranty, covenant, term or condition in,
or the occurrence of any default under the Guaranty Agreements, the Indenture or the Notes, and
(ii) any legal action commenced to challenge the validity or enforceability of the Guaranty
Agreements, the Indenture or the Notes. The form of the Guaranty Agreements was filed as
Exhibit 3.3 to the Offering Statement of which this Offering Circular is a part.

Paul E. Estridge, Jr. has entered into a Reimbursement Agreement with each of the
Guarantors of the Notes. Under the terms of the Reimbursement Agreement, Paul E. Estridge,
Jr. has agreed to reimburse the Guarantors for all losses, claims, damages, penalties, liabilities,
judgments, costs and expenses which the Guarantors may incur arising out of or relating to the
Guaranty Agreements and which the Guarantor is unable or unwilling to satisfy for any reason.
In the event that the Guarantors are unable to satisfy their obligations under the Guaranty
Agreements, Paul E. Estridge, Jr. shall assume and satisfy such obligations as if he were
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primarily liable for such obligations under the Guaranty Agreements. The form of the
Reimbursement Agreement was filed as Exhibit 3.4 to the Offering Statement of which this
Offering Circular is a part.

Redemption at the Estridge Companies’ Option

The Notes will not be redeemable prior to January 1, 2008. Thereafter, the Notes will be
redeemable at the Estridge Companies’ option as a whole or from time to time in part on not less
than 60 nor more than 90 days’ notice by mail at 100% of the principal amount plus accrued
interest to the date fixed for redemption (Section 3.01).

No Sinking Fund

No principal payments will be due with respect to the Notes prior to their maturity. The
Indenture does not require, and the Company does not plan to, make any payments to a sinking
fund for either principal or interest other than the Debt Service Reserve Fund described below.

Redemption at Death

Upon the death of a notcholder, Notes owned by the deceased notecholder may be
tendered to the Company for redemption within sixty (60) days after the date of death. Notes
tendered for redemption under this provision will be redeemed at par plus accrued interest,
provided the Company shall not be obligated to redeem more than $100,000 in Notes in the
aggregate from the noteholders under this provision in any twelve-month period. The Company
shall have sixty (60) days to redeem the Notes. (Section 3.02)

Debt Service Reserve Fund

The Company will establish the Reserve Fund under the Indenture with cash equal to six
(6) months interest on the Notes. The Reserve Fund shall be used to pay principal and interest
on the Notes in the event other monies provided by the Company for such purpose are
insufficient. The Reserve Fund shall be maintained by the Trustee as a separate and distinct trust
fund to be held, managed, invested, disbursed and administered as provided in the Indenture.
The Trustee shall keep and maintain adequate records pertaining to the Reserve Fund, and all
disbursements therefrom. If the amount in the Reserve Fund is at any time less than six (6)
months interest on the Notes, the Company is required to deposit sufficient monies with the
Trustee to bring the balance equal to six (6) months interest within ninety (90) days. (Section
4.02)

Upon deposit with the Trustee of monies sufficient to pay all principal of, premium, if
any, and interest on all Notes then outstanding, and upon satisfaction of all claims against the
Company under the Indenture, or upon making of adequate provisions for the payment of such
amounts as permitted by the Indenture, all monies remaining in the Reserve Fund, except monies
necessary to pay principal of, premium, if any, and interest on the outstanding Notes, shall be
remitted to the Company. (Section 4.02)

Certain Covenants

Maintenance of Total Shareholders’ Equity. If the total consolidated sharcholders’ equity
(“Equity™) of the Estridge Companies is less than $20.0 million for two (2) consecutive quarters,
the Indenture provides for the engagement of a consultant or financial advisor to assist in
increasing Equity. If, after the consultant’s engagement, the Equity then drops to less than $13.0
million for four (4) consecutive quarters, the Indenture requires the Company to offer to
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repurchase ten percent (10%) of the aggregate principal amount of the Notes then outstanding
per fiscal quarter until such time as the Equity is equal to or greater than $13.0 million.

Offers to repurchase will be at 100% of principal plus interest accrued and unpaid to the
repurchase date. The Notes to be repurchased will be selected by lot and will be repurchased on
the last day of each fiscal quarter the Company is required to redeem such Notes. (Section 3.03)

Other than with respect to shareholders’ equity as described above, the Indenture does not
contain any provisions requiring the maintenance of any financial ratios; provided, however, that
to the extent any documents evidencing Senior Indebtedness require the maintenance of financial
ratios, and to the extent the Estridge Companies fail to maintain those ratios resulting in a default
in the Senior Indebtedness and the acceleration of the maturity of the Senior Indebtedness, such
failure to maintain the financial ratios will also be an Event of Default under the Indenture.

Restricted Payments. The Indenture provides that the Company may not make any
distribution or payment on its common stock or to its shareholders (other than distributions to
shareholders to the extent necessary to pay the shareholders” respective income tax liabilities
associated with the Company and distributions payable in additional shares of common stock), or
purchase, redeem or otherwise acquire or retire for value any shares of common stock of the
Company (collectively, “Restricted Payments”) if, at the time of such Restricted Payment, or
after giving effect thereto, a Default or an Event of Default under the Indenture shall have
occurred and be continuing.

Offer to Purchase on Change of Control. Upon the occurrence of a Change of Control
(as defined in the Indenture), the Company must make an offer to repurchase all of the then
outstanding Notes in multiples of $1,000 within thirty (30) days of the Change of Control. This
offer shall be mailed by the Trustee not less than thirty (30) days nor more than forty-five (45)
days before the Redemption Date to the holders of the Notes. The offer shall remain open from
the time of mailing until five (5) days before the Redemption Date. (Section 3.04)

Annual Reports. The Company must file with the Trustee and the Placement Agent
audited financial statements no later than 120 days from the end of its fiscal year. Holders of the
Notes may receive copies of such financial statements upon written request by such Holders to
the Placement Agent. (Section 4.03)

Payment of Taxes and Other Claims. The Company must pay or discharge, before the
same shall become delinquent, (1) all taxes, assessments and governmental charges levied or
imposed upon it or upon its income, profits or property, and (2) all lawful claims for labor,
materials and supplies which, if unpaid, might by law become a lien upon its property, unless the
same is being contested in good faith by appropriate proceedings. (Section 4.05)

Maintenance of Properties. The Company must cause all of its properties used or useful
in the conduct of its business to be maintained and kept in good condition, repair and working
order and must cause to be made all necessary repairs, renewals, replacements and improvements
thereof, as in the judgment of the Company may be necessary to carry on its business. However,
the Company is not prevented from discontinuing the maintenance and operation of its properties
if the discontinuance is, in the judgment of the Company, desirable in the conduct of its business
and not disadvantageous in any material respect to the holders of the Notes. (Section 4.06)
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Transactions with Affiliates. Neither the Company nor any Subsidiary may enter into a
transaction, loan, advance, capital contribution or transfer with any Affiliate of the Company
unless such transaction is reasonably determined in good faith by the Board of Directors to be
fair and reasonable to the Company or such Subsidiary and not materially adverse to the interests
of a Holder (as defined in the Indenture). (Section 4.10)

Transfer of Material Assets. Neither the Company nor any Subsidiary may sell or
otherwise dispose of any material portion of its property or assets outside the ordinary course of
business unless such transaction is reasonably determined in good faith by the Board of Directors
to be fair and reasonable to the Company or such Subsidiary (including interest in its
Subsidiaries). (Section 4.11)

Restrictions on Merger or Sale. The Indenture provides that the Company may not
merge into or consolidate with another entity or transfer substantially all of its assets to another
entity unless (i) the surviving Company is a U.S. entity, (ii) the surviving Company is bound by
all the terms of the Indenture, (iii) no default (as defined below) or Event of Default would exist
as a result of the transaction, and (iv) the consolidated net worth of the surviving entity is at least
equal to the consolidated net worth of the Company immediately prior to such transaction.
(Section 5.01)

Events of Default

Events of default are defined in the Indenture as being: (a) default in payment of any
interest instaliment due on the Notes; (b) default in payment of principal, or premium, if any; (¢)
default in performance of any other covenant in the Indenture that continues for thirty (30) days
after notice to the Company by the Trustee or to the Company and the Trustee by the holders of
25% in principal amount of the outstanding Notes; (d) certain events of bankruptcy, insolvency
and reorganization of the Company; (e) a default under any bond, note or other evidence of
indebtedness (other than nonrecourse indebtedness) for borrowed money in excess of $25,000;
and (f) a judgment in excess of $25,000 (or judgments aggregating $250,000 or more) is entered
against the Company and such judgment is not satisfied or appealed (and execution stayed)
within sixty (60) days. (Section 7.01)

The Indenture provides that, if an Event of Default shall have happened and be
continuing, either the Trustee or the holders of 25% in principal amount of the Notes then
outstanding may declare the principal of all the Notes to be due and payable immediately. Upon
certain conditions, such declaration may be annulled and past defaults (except, unless theretofore
cured, a default in the payment of principal or premium, if any, or interest on the Notes) may be
waived by the holders of a majority in principal amount of the Notes then outstanding. (Sections
7.02 and 7.04)

The Indenture contains a provision entitling the Trustee, subject to the duty of the Trustee
during default to act with the required standard of care, to be indemnified by the Note holders
before proceeding to exercise any right or power under the Indenture at the request of the Note
holders. (Section 8.06). The Indenture also provides that the holders of a majority in principal
amount of the outstanding Notes may direct the time, method and place of conducting any
proceeding for any remedy available to the Trustee, or exercising any trust or power conferred on
the Trustee, provided that the Trustee may decline to act if such direction is contrary to law or if
the Trustee determines in good faith that proceeding in the manner directed would be illegal or
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would involve it in personal liability or would be unjustly prejudicial to the holders of the Notes
not consenting. (Section 7.05)

The Indenture provides that no Note holder may institute any action against the Company
under the Indenture (except actions for payment of overdue principal, interest or any premium)
unless such Note holder previously shall have given to the Trustee written notice of default and
continuance thereof, and unless the holders of at least 25% in principal amount of Notes then
outstanding shall have requested the Trustee to institute such action and shall have offered the
Trustee reasonable indemnity, the Trustee shall not have instituted such action within 60 days of
such request and the Trustee shall not have received directions inconsistent with such written
request by the holders of not less than 50% in aggregate principal amount of the Notes then
outstanding. (Section 7.06)

The Indenture requires the Company to file annually with the Trustee a certificate either
stating the absence of any default or specifying any default that may exist, and deliver to the
Trustee within ten (10) days of the occurrence thereof, notice of any default described in clause
(c) of the events of Default above. (Section 4.03). The Indenture provides that the Trustee shall,
within sixty (60) days after the occurrence of a default, give to the holders of the Notes notices of
all uncured defaults known to it; provided that, except in the case of a default in the payment of
principal or premium, if any, or interest on any of the Notes, the Trustee shall be protected in
withholding such notice if the Trustee in good faith determines that withholding such notice is in
the interest of the holders of the Notes. The term “Default” for the purpose of this provision
shall mean the happening of any Events of Default specified above excluding any grace periods.
(Section 8.05)

Modification of the Indenture

The Indenture contains provisions permitting the Company and the Trustee with the
consent of the holders of 66 2/3% in principal amount of the outstanding Notes, to execute
supplemental indentures adding any provisions to or changing or eliminating any of the
provisions of the Indenture or modifying the rights of the Note holders, except that, without the
consent of the holders of all outstanding Notes, no such supplemental indenture may (i) extend
the stated maturity of any Note, or reduce the rate or extend the time of payment of interest
thereon or reduce the principal amount thereof or premium thereon, or the amount payable
thereon in the event of acceleration or the amount thereof payable in bankruptcy, or (ii) reduce
the aforesaid percentage of Notes, the holders of which are required to consent to any such
supplemental indenture. (Section 10.02)

Satisfaction and Discharge of Indenture

The Company may terminate its obligations, with certain exceptions, under the Indenture:
(i) if all Notes previously authenticated and delivered (other than destroyed, lost or stolen Notes
which have been replaced or paid) have been delivered to the Trustee for cancellation and the
Company has paid all sums payable by it under the Indenture; or (ii) if the Notes not already
delivered to the Trustee for cancellation have matured or will mature within one year or all of
them are to be called for redemption within one year under arrangements satisfactory to the
Trustee for giving notice of redemption and the Company irrevocably deposits in trust with the
Trustee money or United States government obligations sufficient to pay principal of and interest
on the Notes to maturity or redemption, as the case may be, and to pay all sums payable to the
Trustee under the Indenture. (Section 9.01)
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Defeasance

If the Company shall deposit with the Trustee, in trust, at or before maturity, money or
United States government obligations in such amounts and maturing at such times that the
proceeds of such obligations to be received upon the respective maturities and interest payment
dates will be sufficient, in the opinion of the Trustee, to pay the principal of and interest to
maturity, or to the redemption date, as the case may be, with respect to the outstanding Notes to
be paid or redeemed, as such principal and interest become due (provided that, if the Notes are to
be redeemed prior to the maturity thereof, notice of such redemption shall have been given as
provided in the Indenture or provisions satisfactory to the Trustee shall have been made for the
giving of such notice), then all liability of the Company under the Indenture and in respect of the
Notes (other than certain specified provisions such as those relating to transfers and exchanges,
registrars and paying agents and payment of the Trustee’s fees and expenses) shall cease to be of
further effect, and the holders thereof shall thereafter be entitled to payment out of the money or
securities deposited with the Trustee as aforesaid, unless the Estridge Companies’ obligations are
revived and reinstated because the Trustee is unable to apply such trust fund by reason of any
legal proceeding, order or judgment. (Sections 9.01, 9.02, and 9.04)

Transfer Agent and Registrar
The Transfer Agent and Registrar for the Notes is the Trustee.

PLAN OF DISTRIBUTION

Because of its participation in the distribution of the Notes, Indiana Securities, LLC, 1705
North Meridian Street, Indianapolis, Indiana 46202, is deemed to be an “Underwriter” as defined
in the Securities Act of 1933. Indiana Securities, LLC (the “Placement Agent”) has agreed,
subject to the terms and conditions of the Placement Agent Agreement (a copy of which is filed
as Exhibit 2.1 to the Offering Statement of which this Offering Circular is a part), to place the
Notes for the Company on a best efforts, minimum-maximum basis. The Placement Agent has
the right, pursuant to the Placement Agent Agreement, to establish co-agency relationships with
other placement agents or dealers for purposes of obtaining subscriptions for the Notes and may
allow a commission equal to up to 5.0% of the aggregate principal amount of the Notes sold by
such co-agents. No placement agent intends to sell Notes to any discretionary accounts.

Proceeds from this offering will be deposited by noon of the next business day after
receipt in an escrow account established with MainSource Bank, for the benefit of the
subscribers. If the minimum number of Notes (at least $2,650,000 in Notes) has not been sold on
or before the Termination Date, subscribers will promptly receive a refund of their subscription.
In addition, subscribers will receive a pro rata share of any interest earned on the escrow account
less a pro rata share of the fees and expenses of the escrow agent (such fees and expenses may
only be deducted from interest). The escrow agent may invest the proceeds received by it in
short term United States Government obligations or short-term certificates of deposit issued by
any bank, including the escrow agent if competitive. The Company has agreed to hold the
escrow agent harmless from any and all liability regarding the administration of the escrow
account and, if the interest earned thereon is insufficient, to pay the fees and expenses of the
escrow agent.
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If subscriptions for the minimum of $2,650,000 of Notes are received and accepted by the
Termination Date, the Offering may be continued until all of the Notes are sold or the Company
decides to terminate the Offering. The Company will pay the Placement Agent a commission
equal to 5.5% of the aggregate principal amount of the Notes sold, plus a structuring fee eamed
at the rate of $20,000 per $1,000,000 of Notes sold. The Company has also agreed to reimburse
the Placement Agent for certain accountable out-of-pocket expenses incurred by the Placement
Agent in connection with this offering up to a maximum of $50,000, and fees of Placement
Agent’s legal counsel up to a maximum of $100,000.

The offer and sale of the Notes are being registered in Indiana and certain other states.
Only residents of states in which the Notes have been registered will be permitted to purchase the
Notes. Purchases of Notes by persons affiliated with the Company will not be counted for
purposes of determining whether the minimum contingency has been met. Further, any
purchases by affiliated persons must be made for investment purposes only, and not with the
view toward the redistribution of the Notes.

The Placement Agent Agreement provides for reciprocal indemnification and
contribution between the Company and the Placement Agent and their respective controlling
persons against certain liabilities in connection with the Offering Statement of which the
Offering Circular is a part, including liabilities under the Securities Act of 1933 (the “Act”), as
amended.

Insofar as indemnification for liabilities arising under the Act may be permitted to
directors, officers and controlling persons of the Company pursuant to the foregoing provisions,
or otherwise, the Company has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Act and is,
therefore, unenforceable.

In the event that a claim for indemnification against such liabilities (other than payment
by the Company of expenses incurred or paid by a director, officer or controlling person of the
issuer in the successful defense of any action, suit or proceeding) is asserted by such director,
officer or controlling person in connection with the Notes, the Company will, unless in the
opinion of its counsel the matter has been settled by controlling precedent, submit to a court of
appropriate jurisdiction the question whether such indemnification by it is against public policy
as expressed in the Act and will be governed by the final adjudication of such issue.

The issuance of the Notes is subject to certain conditions, including the conditions that no
stop order suspending the qualification of this Offering Statement is in effect, no proceedings for
such purpose are pending before or threatened by the Securities and Exchange Commission, that
there has been no material adverse change in the condition of the Company from that set forth in
the Offering Statement and that subscriptions for the minimum number of Notes have been
received by the Termination Date.
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LEGAL MATTERS

Certain legal matters relating to the Notes being offered hereby are being passed upon for
the Company and for the Placement Agent by Krieg DeVault LLP, Indianapolis, Indiana. Krieg
DeVault LLP also generally provides legal services to MainSource Bank which will serve as
both Trustee and Escrow Agent, but is not doing so in connection with this Offering. Krieg
DeVault LLP also provides legal services to Indiana Securities, LLC.

FINANCIAL STATEMENTS

The consolidated financial statements of the Company as of September 30, 2006, and
2005 and for each of the two years ended September 30, 2006 and 2005, and the consolidated
financial statements of the Company as of and for the three month periods ended December 31,
2006 and 2005, included in this Offering Circular are unaudited. Such financial statements were,
in the view of the Company, prepared in accordance with generally accepted accounting
principles (GAAP) in the United States.

ADDITIONAL INFORMATION

The Company has filed with the Securities and Exchange Commission an Offering
Statement under Regulation A of the Act, with respect to securities offered hereby. This
Offering Circular does not contain all of the information set forth in the Offering Statement and
the exhibits thereto. For further information with respect to the Company and the securities
offered hereby, reference is hereby made to the Offering Statement and the exhibits filed
therewith, which may be obtained from the principal office of the Commission in Washington,
D.C., upon payment of the fees prescribed by the Commission.

The Offering Statement may be inspected without charge at the Commission’s principal
office at 100 F Street, NE, Washington, D.C. 20549.

GLOSSARY OF TERMS
“Affiliate” means a person who, directly or indirectly, controls, is controlled by, or is
under common control with the person specified herein.

“Cash Flow” means the Estridge Companies’ carnings that are derived from our normal
operations, exclusive of extraordinary and nonrecurring items, less interest and dividends, plus
certain noncash charges against earnings such as depreciation, depletion and amortization,
determined according to generally accepted accounting principles.

“Company” means The Estridge Group, Inc.

“Control” means the power to direct or influence the direction of the management or
policies of a person, directly or indirectly, through the ownership of voting securities, by contract
or otherwise.

“Custom Company” means Paul E. Estridge Corp.

“Development Company” means Estridge Development Company, Inc.
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“Empty Nester” means a person whose children are no longer living in the home.

“Equity Securities” means shares of common stock or similar securities and convertible
securities, warrants, options or rights that may be converted into, or exercised to purchase, shares
of common stock or similar securities.

“Estridge Companies” means the Company, its subsidiaries and its affiliates.
“First Time Home Buyer” means a person who has not previously owned a home.

“First and Second Time Move-up Buyer” means a person who has previously owned a
home (or more than one home) who is seeking a new, more expensive and generally larger home.

“Person” means an individual, corporation, limited liability Company, partnership,
association, joint-stock Company, trust, unincorporated organization, government or political
subdivision of government, or any other legal entity.

“Placement Agent” means Indiana Securities, LLC.
“Underwriter” means Indiana Securities, LLC.

No dealer, salesman, or any other person has been authorized to give any
information or to make any representation not contained in this Offering Circular in
connection with the offer made by this Offering Circular; and, if given or made, such
information or representation must not be relied upon as having been authorized by the
Estridge Companies or any placement agent. This Offering Circular does not constitute an
offer of any securities, other than those to which it relates, or an offer or solicitation by
anyone in any jurisdiction in which such offer or solicitation is not authorized, or an offer
to sell or a solicitation of an offer to buy to any person in any jurisdiction where such an
offer would be unlawful.

KD_IM-846779_7.DOC
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The Estridge Group, Inc.
Consolidated Balance Sheets

ASSETS

Cash and cash equivalents
Accounts receivable, net
Related party receivables
Costs and estimated earnings in excess
of billings
Lot inventory and land development costs
Construction in process
Consolidated land inventory not owned
Property and Equipment
Land
Building
Leasehold improvements
Office furniture, fixtures and equipment
Model home furniture, fixtures and equipment
Motor vehicles
Telecommunications equipment
Construction in progress
Accumulated depreciation

Total Property and Equipment, net
Deferred tax assets
Other assets

Total Assets

See accompanying notes

(Unaudited)

F-3

December 31, September 30,
2006 2006
250,876 $ 803,871
618,756 552,821
430,818 515,202
1,549,610 1,790,099
100,329,578 89,522,613
24,151,850 25,416,939
40,652,916 50,423,360
356,000 356,000
1,130,394 1,128,921
2,041,472 1,981,972
2,738,378 2,707,878
4,663,538 4,390,089
157,735 239,293
5,354,566 5,305,117
(7,478,579) (7,082,607)
8,963,504 9,026,653
3,507,993 2,726,814
1,260,275 1,186,715
181,716,176 $ 181,965,097




The Estridge Group, Inc.
Consolidated Balance Sheets
(Unaudited)

December 31, Saptember 30,
2006 2006
LIABILITIES AND STOCKHOLDERS' EQUITY

Notes payable $ 90,168,743 $ 85,298,428
Capital lease obligations 901,031 957,712
Obligations related to consolidated land inventory not owned 40,012,916 49,728,360
Notes payable to related parties 785,865 785,865
Note payable to stockholder 1,100,000 1,100,000
Accounts payable 8,578,675 5,298,235
Due to stockholder 175,000 175,000
Estimated completion costs 1,100,693 1,069,800

Billings in excess of costs and
estimated earnings 1,144,656 881,391
Customer deposits 549,693 648,486
Estimated warranty costs 1,515,761 1,566,560
Other liabilities 8,160,202 8,401,317
Total Liabilitles 154,193,135 155,911,164
Minority interest in variable interest entities 15,492,117 12,748,454
Common stock 1,000 1,000
Additional paid-in capital 9,550,100 9,650,100
Retained eamings 2,479,824 3,754,379
Total Stockholders' Equity 12,030,924 13,305,479
Total Liabilitles and Stockholders' Equity $ 181,716,176 $ 181,965,097

See accompanying notes
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The Estridge Group, Inc.
Consolidated Statements of Operations

Net revenues

Cost of revenues

Gross profit

Operating expenses

Income (loss) from operations
Other income (expense)

Net Income ({loss) before taxes and
minority Interest In variable Interest entities

Income tax expense (benefit)

Net Income (loss) before minority interest
in variable interest entities

Minority interest in variable interest entities

Net Income (Loss)

See accompanying notes

(Unaudited)

F-5

For the Three Months Ended
December 31, December 31,
2006 2005

22,517,233 20,826,126
18,657,572 17,227,227
3,859,661 3,598,899

5,881,631 5,309,791
(2,021,970) (1,710,892)
{18,754) 7,480
(2,040,724) (1,703,412)
(781,179) (669,583)
(1,259,545) {1,033,829)
15,010 58,646
(1,274,555) (1,092,475)




The Estridge Group, Inc.
Consolidated Statements of Cash Flows
(Unaudited)

For the Three Months Ended
December 31, December 31,
2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) $ (1,274,555) (1,092,475)
Adjustments to reconcile net income (loss) to net cash
used in operating activities:
Net income attributable to minerity interest
in variable interest entities 15,010 58,646
Depreciation and amortization 395,972 303,677
Deferred income taxes : (781,179) (669,583)
Changes in certain assets and liabilities:
Accounts receivable {(65,935) (891,051)
Related party receivables 84,384 (2,542)
Costs and estimated earnings in excess of billings 240,489 834,830
Lot inventory and land development costs (10,806,965) {11,935,254)
Construction in progress 1,265,089 (4,068,412)
Consolidated land inventory not owned 55,000 -
Other assets {73,560) 296,795
Accounts payable 3,280,440 {1,998,193)
Estimated completion costs 30,793 944,501
Billings in excess of costs and estimated earnings 263,265 (1,105,154)
Customer deposits (98,803) 144,182
Estimated warranty costs {50,799) -
Other liabilities (241,115) 593,261
Net cash used in operating activities (7,762,469) {18,586,772)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment {332,813} {904,817)
Net cash used in investing activities (332,813) {904,817)
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings on notes payable 20,971,407 31,334,949
Payments on notes payable {16,101,092) {20,643,546)
Principal payments on capital lease obligations {56,681) (18,791)
Distributions paid - -
Capital contributions - -
Shareholder advance - 900,000
Distributions to minority interest {601,347) (331,860)
Contributions from minority interest 3,330,000 7,600,000
Net cash provided by financing activities 7,542,287 18,840,752
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS {552,995) {(650,837)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 803,871 2,502,087
CASH AND CASH EQUIVALENTS, END OF YEAR $ 250,876 1,851,260
SUPPLEMENTAL CASH FLOW DISCLOSURES
Interest paid 3 1,798,930 1,189,056
Income taxes paid $ - -

Seo accompanying notes
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The Estridge Group, Inc.
Notes to Consolidated Financial Statements
(Unaudited)

Note A - Basis of Presentation

The consolidated financial statements include the accounts of the The Estridge Group, Inc. {the Company),
and its wholly owned subsidiaries: Ameritage Homes, LLC; First Mile Services, LLC (and its wholly owned
subsidiaries, First Mile Entertainment, LLC, First Mile Capital, LLC, and First Mile Investments, LLC); and,
Estride Design Services, LLC. The consolidated financial statements also include the accounts of variable
interest entities: Paul E. Estridge Corp.; Estridge Development Company; BCE Associates |, LLC; BCE
Associates I, LLC; BCE Associates Il, LLC; BCE Associates IV, LLC; Estridge Investments, LLP; and,
FirstSource Capital, LLC. Intercompany transactions have been eliminated in consolidation. See Note A,
Nature of Operations and Summary of Significant Accounting Policies," in the Company's Consolidated
Financial Statements for the Years Ended September 30, 2006 and 2005 for a complete description of
consolidated companies and a summary of significant accounting policies.

The consolidated balance sheet at December 31, 2006 and the consolidated statements of operations and
cash flows for the three months ended December 31, 2006 and 2005 have been prepared by the Company
without audit. In the opinion of Management, all adjustments, all adjustments, including normally recurring
adjustments necessary to present fairly the Company's financial position, results of operations and cash
flows at December 31, 20086, and for all periods presented, have been made. Certain information and
footnote disclosures normally included in the financial statements have been omitted. These financial
statements should be read in conjunction with the Company's Consolidated Financial Statements for the
Years Ended September 31, 2006 and 2005.

The Company has historically experienced, and expects to continue to experience, variability in quarterly
results. Accordingly, the results of operations for the three months ended December 31, 2006, are not
necessarily indicative of the operating results expected for the year ended September 30, 2007.
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The Estridge Group, Inc.
Consolidated Balance Sheets
September 30, 2006 and 2005

(Unaudited)

2006 2005
ASSETS
Cash and cash equivalents 803,871 2,502,097
Accounts receivable, net 552,821 739,881
Related party receivables 515,202 27,121
Costs and estimated eamings in excess
of billings 1,790,099 3,449,866
Lot inventory and land development costs 89,522,613 66,191,343
Construction in process 25,416,939 19,401,791
Consolidated land inventory not owned 50,423,360 44,814,809
Property and Equipment
Land 356,000 356,000
Building 1,128,921 1,096,211
Leasehold improvements 1,881,972 653,414
Office furniture, fixtures and equipment 2,707,878 2,342 884
Model home furniture, fixtures and equipment 4,390,089 4,369,679
Motor vehicles 239,293 275,118
Telecommunications equipment 5,305,117 4,642,651
Construction in progress - 810,457
Accumulated depreciation (7,082,607) (7,732,399)
Total Property and Equipment, net 9,026,663 6,814,015
Deferred tax assets 2,726,814 870,609
Other assets 1,186,715 1,669,594
Total Assets 181,965,097 146,481,126

See accompanying notes
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The Estridge Group, Inc.
Consolidated Balance Sheets
September 30, 2006 and 2005

(Unaudited)

2006 2005
LIABILITIES AND STOCKHOLDERS' EQUITY

Notes payable $ 85,298,428 65,974,665
Capital lease obligations 957,712 129,364
Obligations related to consolidated land inventory not owned 49,728,360 44,124 809
Notes payable to related parties 785,865 785,865
Note payable to stockholder 1,100,000 -
Accounts payable 5,298,235 5,783,586
Due to stockholder . 175,000 375,000
Estimated completion costs 1,069,800 1,167,061

Billings in excess of costs and
estimated eamings 881,391 1,105,154
Customer deposits 648,496 486,651
Estimated warranty costs 1,566,560 1,723,595
Other liabilities 8,401,317 6,252,728
Total Llabilities 155,911,164 127,908,478
Minority interest in variable interest entities 12,748,454 2,253,027
Common stock 1,000 1,000
Additional paid-in capital 9,550,100 8,550,100
Retained earnings 3,754,379 6,768,521
Total Stockholders' Equity 13,305,479 16,319,621
Total Liabilities and Stockholders' Equity $ 181,965,097 146,481,126

See accompanying notes
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The Estridge Group, Inc.
Consolidated Statements of Operations
For the Years Ended September 30, 2006 and 2005

Net revenues

Cost of revenues

Gross profit

Operating expenses

Income (loss) from operations
Other income (expense)

Net income (loss) before taxes and
minority interest In variable Interest entities

Income tax expense (benefit)

Net Income (loss) before minority interest
in variable Interest entities

Minority interest in variable interest entities

Net Income (Loss)

(Unaudited)

2006 2005

109,731,946 143,329,298
88,482,934 111,901,012
21,249,012 31,428,286
25,248,550 24,009,917
(3,999,538) 7,418,369
71,436 (108,821)
(3,928,102) 7,309,548
(1,907,425) 2,050,247
(2,020,677) 5,259,301
993,464 2,502,968
(3,014,141) 2,756,333

See accompanying notes

F-12




gh-4d

sejou BujAurdwosoe sog

6L¥'SOEE} BLEYSL'S 0010556 000°1 v6S 165"}
(ev1'v1O'E) (ev1'vLO'E) - - -
129'61E'91 125'89L'9 001'05S'6 000t ¥65°165'}
£EE'9SLT £EL'96L'2 . - -
(e02'c6€'01) (s0'c6E'0L) - - -
001'055'6 - 0010556 - vL2'16Y
£68°90F'v 1 168'S0t'v) - 000'} 02€'00}'t
Aynb3 sBujuie3 leyded ¥201S )o01S
slepioyools peu|Biey uj-pjed uoLIWOoD) uowiwo?
|eloL jeuopppyY jo seieys
(peuipneun)

9002 ‘0¢ Jequaldasg Jo se saoueeg
(ss07) ewosu) 18N

suonnquysig Aunb3

suofnguuo) Aunb3

S002 ‘0t Joqualdag Jo sk saoueeg
{ss07) swoosu| 18N

suonnquisig Aunb3

suonnquuo) Aynb3

#002 ‘Ot Jequiadag Jo se seoueleq

G002 pue 9002 ‘0t Jequwaldag papu3 SIeaA ay) Jo4
Aunb3 siapioyya01s ul safiuey?) JO JUIWILERIS PIIEPIIOSUOD)
*au] "dnour) abpis3 ayl




The Estridge Group, Inc.
Consolidated Statements of Cash Flows

For the Years Ended September 30, 2006 and 2005

{Unaudited)

2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) $ (3.014,142) § 2,756,333
Adjustments to reconcile net income (loss) to net cash
used in operating activities:
Net income attributable to minority interest
in variable interest entities 993,464 2,502,968
Depreciation and amortization 1,583,639 1,482,079
Deferred income taxes {(1,856,205) 1,800,349
Changes in certain assets and liabilities:
Accounts receivable 187,060 (77,285)
Related party receivables (488,081) 3,809
Costs and estimated eamings in excess of billings 1,659,767 (1,784,305)
Lot inventory and land development costs (23,331,270) (23,783,319)
Construction in progress (6,015,148) (2,112,981)
Consolidated land inventory not owned (5,000) 361,600
Other assets 482,879 708,244
Accounts payable (485,351) (246,790)
Estimated completion costs {97.261) 214,185
Billings in excess of costs and estimated eamnings (223,763) 576,187
Customer deposits 161,845 124,132
Estimated warranty costs (157,035) 193,512
Other liabilities 2,148,589 2,624,191
Net cash used in operating activities (28,456,013) (14,657,091)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment {2,749,142) (1,979,731)
Net cash used in investing activities (2,749,142) (1,979,731)
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings on notes payable 110,773,455 118,073,803
Payments on notes payable (91,449,692) (97,879,702)
Principal payments on capital lease obligations (218,797) (91,895)
Distributions paid - (10,393,709)
Capital contributions - 9,550,100
Shareholder advance 900,000 375,000
Distributions to mingrity interest (1,598,037) (1,942,854)
Contributions from minority interest 11,100,000 -
Net cash provided by financing activities 29,506,929 17,690,743
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (1,698,226) 1,053,921
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 2,502,097 1,448,176
CASH AND CASH EQUIVALENTS, END OF YEAR 3 803,871 $ 2,502,097
SUPPLEMENTAL CASH FLOW DISCLOSURES
Interest paid 7,188,653 $ 4,687,853
Income taxes paid - $ 137,458

See accompanying notes
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THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note A - Nature of Operations and Summary of Significant Accounting Policies:
Nature of Operations

The Estridge Group, Inc. (TEG), was incorporated under the laws of the State of Indiana in July
1983. TEG, its subsidiaries and consolidated variable interest entities, collectively (the
Companies) are primarily engaged in the homebuilding industry in Indianapolis, Indiana and
surrounding communities. TEG, Ameritage Homes, LLC (Ameritage), a wholly owned
subsidiary of TEG and Paul E. Estridge Corp. (PEEC), a consolidated variable interest entity all
build residential homes in Central Indiana. First Mile Services and its wholly owned
subsidiaries, First Mile Entertainment, LLC, First Mile Capital, LLC and First Mile Investments,
LLC (First Mile), collectively an additional wholly-owned subsidiary of TEG, telecommunication
services, including cable television, internet, and phone service to certain homeowners in the
same geographical region as TEG. Estridge Design Services, LLC (EDS), a third wholly-owned
subsidiary of TEG, is a retail store and design studio serving TEG, Ameritage and PEEC
customers. In addition to PEEC, the following entities are related parties of TEG and are
included in the consolidated financial statements of the Companies in accordance with FASB
Interpretation No. 46R, “Consolidation of Variable Interest Entities” (FIN 46); BCE Associates |,
LLC (BCE I}, BCE Associates Il, LLC (BCE I}, BCE Associates Ill, LLC (BCE Ill), and Estridge
Development Company (EDC) acquire and develop land specifically for use by TEG,
Ameritage and PEEC; Estridge Investments, LLP (EIP) owns an office building in Carmel,
Indiana and rents space to unrelated tenants. Firstsource Capital, LLC (FSC), provides
mortgage and lending services specifically for customers of TEG, Ameritage and PEEC. See
note S for additional information regarding consolidation of PEEC, EDC, BCE |, BCE Il, BCE Ili,
EIP, and FSC in accordance with FIN 46.

Consolidation

The accompanying consolidated financial statements include the accounts of TEG and its
wholly owned subsidiaries Ameritage and First Mile, and its variable interest entities, BCE |,
BCE II, BCE Ill, EDC, PEEC, EIP, and FSC (the Companies). All significant intercompany
transactions have been eliminated in consolidation. Certain entities above have been
consolidated due to implementation of FIN 46 as further described in Note S.

Entity

These consolidated financial statements contain only the assets, liabilities, revenues, and
expenses specifically related to the business activities of the Companies. They do not include
the personal assets, liabilities, revenues, or expenses of the stockholders or partners.

Revenue and Cost Recognition

Revenues for TEG and Ameritage are recognized in accordance with Statement of Financial
Accounting Standard 66, “Accounting for Sales of Real Estate” (SFAS 66). Revenues are
recognized when a formal closing has occurred, the buyer has made the required minimum
down payment, the buyer has obtained necessary financing, the risks and rewards of ownership
are transferred to the buyer, and the Companies have no continuing involvement with the
property. Cash received from buyers pursuant to sales contracts is included in the
consolidated balance sheets under “Customer deposits”.
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THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note A - Nature of Operations and Summary of Significant Accounting Policies (Continued):

Revenue and Cost Recognition (Continued)

Revenues for PEEC are recognized in accordance with SFAS 66: (a) when a formal closing
has occurred, the buyer has made the required minimum down payment, the buyer has
obtained necessary financing, the risks and rewards of ownership are transferred to the buyer,
and the Companies have no continuing involvement with the property, or (b) under the
percentage of completion method based on the costs incurred relative to total estimated costs
where PEEC is acting as general contractor.

EDC, BCE I, BCE Il, and BCE Il recognize revenues upon the sale of completed lots. All
revenues are from companies included in TEG's consolidated financial statements.
Accordingly, all of these revenues have been eliminated in consolidation. Completed lots
generally include site acquisitions, surveys, land development and other items necessary prior
to commencement of residentia! building.

Lot Inventory, Land Development Costs and Construction in Progress

The Companies use the specific identification method for the purpose of accumulating costs
associated with home construction. Lot inventories and land development costs are recorded at
cost, unless they are determined to be impaired, in which case the impaired assets are written
down to fair value less cost to sell in accordance with Statement of Financial Accounting
Standards (SFAS}) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”
(SFAS 144). In addition to the costs of direct land acquisition, land development and related
costs (both incurred and estimated to be incurred) and home construction costs, inventories
include capitalized interest, real estate taxes and certain indirect costs incurred during land
development and home construction. Such costs are charged to cost of sales simultaneous with
revenue recognition. Land Development Costs are allocated to individual lots on a pro-rata
basis. Home construction costs are also recorded at cost and are included in construction in
process. When a home is closed, all incurred costs necessary to complete the home may have
not been paid. As homes close, home construction budgets and contracts are compared to
actual recorded costs to date to estimate the additional costs to be paid to subcontractors
related to the home. A liability is recorded and a corresponding charge to cost of sales is
recognized for the amount estimated to be ultimately paid related to that home. The accuracy of
this estimate is monitored by comparing actual costs incurred in subsequent months to the
estimate. Although actual costs to compiete in the future could differ from the estimate, this
method has historically produced consistently accurate estimates of actual costs to complete
closed homes.



THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note A - Nature of Operations and Summary of Significant Accounting Policies (Continued):
Lot Inventory, Land Development Costs and Construction in Progress (Continued):
Lot inventory and construction in process include 92 and 101 properties subject to sales

contracts at September 30, 2006 and 2005, respectively. Amounts related to these properties
subject to these sales contracts are as follows:

September 30,
2006 2005
Lot inventory $ 4,397,793 § 3,827,364
Construction in process 6,627,576 5,461,654
Totat Subject to Sales Contracts $ 11,025,369 § 9,289,018

Consolidated Land Inventory Not Owned

In order to ensure the future availability of land for homebuilding, the Companies enter into
option purchase agreements (agreements) for undeveloped land and developed lots with
unaffiliated third parties and variable interest entities. Under these agreements, the Companies
pay stated deposits or provide letters of credit in consideration for the right to purchase land at
a future time at predetermined prices. These options generally do not contain performance
requirements from the Companies nor obligate the Companies to purchase the land. Deposits
related to these agreements are included in the consolidated balance sheet in other assets. To
the extent the Companies do not exercise the option to purchase such land, the amount of the
land option deposit, any letters of credit, as well as development costs incurred to date,
generally represent the Companies maximum exposure to loss.

The Companies have evaluated those entities with which the Companies enter into land option
agreements in accordance with the provisions of Financial Accounting Standards Board (FASB)
interpretation No. 46, “Consolidation of Variable Interest Entities,” as revised (FIN 46). The
provisions of FIN 46 require the Companies to consolidate the financial results of a variable
interest entity if the Companies are the primary beneficiary of the variable interest entity.
Variable interest entities are entities in which (1) equity investors do not have a controlling
financial interest and/or (2) the entity is unable to finance its activities without additional
subordinated financial support from other parties. The primary beneficiary of a variable interest
entity is the owner or investor that absorbs a majority of the variable interest entity’s expected
losses and/or receives a majority of the variable interest entity's expected residual returns.




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
{(Unaudited)

Note A - Nature of Operations and Summary of Significant Accounting Policies (Continued):
Consolidated Land Inventory Not Owned (Continued)

The Companies determine if it is the primary beneficiary of variable interest entities based upon
analysis of the variability of the expected gains and losses of the variable interest entity.
Expected gains and losses of the variable interest entity are highly dependent on
management’s estimates of the variability and probabilities of future land prices, the
probabilities of expected cash flows, and the entitlement risks related to the underlying land,
among other factors. Based on this evaluation, if the Companies are the primary beneficiary of
those entities with which the Companies have entered into land option agreements, the variable
interest entity is consolidated. For purposes of consolidation, to the extent financial statements
are available, the Companies consolidate the assets and liabilities of the variable interest entity.
If financial statements for the variable interest entity are not available, the Companies record
the remaining purchase price of land in the Consolidated Balance Sheets under the caption,
“Consolidated land inventory not owned”, with a corresponding liability in “Obligations related to
consolidated land inventory not owned”.

Under agreements without specific performance obligations, the Companies’ liability is generally
limited to forfeiture of the non-refundable deposits, letters of credit and other non-refundable
amounts incurred, which aggregated approximately $1,250,000 and $1,545,000 at

September 30, 2006 and 2005, respectively. This amount includes non-refundable letters of
credit of approximately $555,000 and $555,000 at September 30, 2006 and 2005, respectively.
The total remaining purchase price, net of cash deposits, committed under all agreements was
$101,403,324 and $95,026,845 at September 30, 2006 and 2005, respectively. Of this total
remaining purchase price, $51,674,964 and $50,902,036 are obligations to consolidated
variable interest entities and are eliminated in the Companies’ Consolidated Financial
Statements. The balance of this total remaining purchase price of $49,728,360 and
$44,124,809 at September 30, 2006 and 2005, respectively, is included in “Consolidated land
inventory not owned”. Although the Companies do not have legal title to the optioned land, for
those agreements for which the Companies are the primary beneficiary, the Companies are
required to consolidate the land under option at fair value. The Companies believe that the
exercise prices of these option contracts approximate their fair value.

Capitalized Costs and Interest Expense

Capitalized costs are stated at the lower of cost or estimated net realizable value. Home
construction costs consist of materials, subcontracts, and certain indirect costs associated with
the construction of a residential unit. Interest costs charged to expense amounted to
$4,734,647 and $3,148,375 for the years ended September 30, 2006 and 2005, respectively.
Capitalized interest is included as a component of “Construction in process” and “Lot inventory
and land development costs” on the Companies’ consolidated balance sheets at September 30,
2006 and 2005, and amounted to $5,806,217 and $2,619,911, respectively.



THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note A - Nature of Operations and Summary of Significant Accounting Policies (Continued):
Property, Equipment, and Depreciation

Property and equipment is carried at cost and includes expenditures for new additions and
those that substantially increase the useful lives of existing assets. Depreciation is computed at
various rates by use of the straight-line method and certain accelerated methods over the
estimated useful lives of the assets, generally ranging from 3 to 15 years.

Expenditures for normal repairs and maintenance are charged to operations as incurred. The
cost of property and equipment retired or otherwise disposed of and the related accumulated
depreciation are removed from the accounts in the year of disposal, with the resulting gain or
loss reflected in earnings or in the cost of the replacement asset.

The provision for depreciation amounted to $1,659,204 and $1,632,592 for the years ended
September 30, 2006 and 2005, respectively.

Advertising

The Companies charge advertising costs to expense as incurred. Advertising expenses
amounted to $1,728,220 and $2,302,825 for the years ended September 30, 2006 and 2005,
respectively.

Reserve for Warranty Costs

The Companies have established a reserve for accrued warranty and inspection costs incurred
on homes closed. The Companies provide customers with warranty coverage on the home and
lot (excluding landscaping) for a period of three years from the closing date. This warranty
coverage includes a provision which requires the Companies to provide customers with home
inspections, as defined in the warranty plan. The Companies also provide customers with
supplemental coverage purchased from an independent warranty corporation which covers
structural matters for ten years, roof matters for four years, and other specified items for two
years. The Companies are ultimately responsible for all costs incurred under the three year
warranty and the supplemental coverage, and, accordingly have established warranty reserves
by charging cost of sales and crediting a warranty liability. The amounts charged are estimated
by management to be adequate to cover expected warranty-related costs under all unexpired
warranty obligation periods. Warranty cost accruals are based upon historical warranty cost
experience and are adjusted as appropriate to reflect qualitative risks associated with the types
of homes built.



THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note A - Nature of Operations and Summary of Significant Accounting Policies (Continued):
Reserve for Warranty Costs (Continued)
The following table presents the activity in the Companies’ warranty liability account:

For the Years Ended

September 30,
2006 2005
Estimated warranty costs, beginning of year $ 1723595 $ 1,530,083
Warranty costs accrued and incurred 441,655 707,400
Warranty costs paid 598,690 513,888
Estimated warranty costs, end of year $ 1,566,560 $ 1,723,585

Estimated Completion Costs

Home contracts under the deposit method use a purchase order system, which indicate costs
yet to be billed by vendors for materials and services provided. Estimated completion costs
represent those costs incurred that have not yet been billed by vendors. Estimated completion
costs amounted to $1,069,800 and $1,167,061 at September 30, 2006 and 2005, respectively
and is included in the Companies’ consolidated balance sheet in Liabilities.

Accounts Receivable

The Companies carry accounts receivable at invoiced amounts less an allowance for doubtful
accounts. On a periodic basis, the Companies evaluate accounts receivable and establish
allowances for doubtful accounts, based on history of past write-offs and collections and current
credit conditions. Management has established an allowance for doubtful accounts of
approximately $40,000 as of September 30, 2006 and 2005. The Companies' policy is not to
accrue interest on past due trade receivables.

Cash Flows

For purposes of the Statements of Cash Flows, the Companies consider all highly liquid
instruments that are purchased within three months or less of an instrument's maturity date to
be cash equivalents.

Non-cash transactions consist of the following at September 30, 2006 and 2005:

The Companies entered into agreements to purchase approximately $1,047,000 of equipment
under capital lease obligations during the year ended September 30, 2006.




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note A - Nature of Operations and Summary of Significant Accounting Policies (Continued):
Cash Flows (Continued)

The Companies entered into agreements to purchase approximately $179,000 of equipment
under capital lease obligations during the year ended September 30, 2005.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the consolidated financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the consolidated
financial statements and consist of taxes currently due plus deferred taxes. Deferred taxes are
recognized for the differences between the basis of assets and liabilities for financial statement
and income tax purposes. Those differences relate primarily to fixed assets (use of different
depreciation methods and lives for financial statement and income tax purposes}, and certain
accrued expenses (use of accrual method for financial statement purposes and cash method
for income tax purposes). The deferred tax assets and liabilities represent the future tax
consequences of those differences, which will either be taxable or deductible when the assets
and liabilities are recovered or settled. Deferred taxes are also recognized for any operating
loss carryforwards, charitable contribution carryforwards, and tax credit carryforwards that are
available to offset future income taxes.

TEG and its wholly owned subsidiaries are Corporations and subject to federal and state income
taxes. All variable interest entities included in the consolidated financial statements are pass-
through entities and are taxed at the stockholder or partner level.

Segment Information

The Companies design, construct and sell a wide range of homes designed to meet the specific
needs of each of its markets. TEG, Ameritage, PEEC, EDC, BCE |, BCE Il, and BCE IlI
operates in a single geographic and land region. Accordingly, the Companies operating results
have been aggregated into a single segment in accordance with SFAS 131, “Disclosure About
Segments of an Enterprise and Related Information.” Qther entities including First Mile, EDS,
EIP, and FSC combined represent less than 3% of consolidated revenues.

All revenues are from external customers and are of origin in the United States. There were no
customers that contributed 10% or more of the Companies total revenues during the year
ended September 30, 2006. All of the Companies assets are in Indiana, United States.




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note B - Deposits:

Deposits intended to be applied to the future purchase price of lots in certain housing
developments amounted to $450,000 for both years ended September 30, 2006 and 2005, and
is included as a component of “Consolidated land inventory not owned” in the Companies’

consolidated balance sheets.

Note C - Contracts in Progress:

Information with respect to contracts in progress is summarized as follows:

2006 2005
Costs incurred $ 10,042,162 $ 12,764,310
Estimated earnings thereon 2,494,538 2,848,383
12,536,700 15,612,693
Less applicable billings (11,627,992) (13,267,981)
$ 908,708 $ 2,344,712
Included in the accompanying consolidated balance
sheets under the following captions:
Costs and estimated earnings in excess of billings $ 1,790,098 § 3,449,866
Billings in excess of costs and estimated earnings (881,391) (1,105,154)
$ 908,708 $ 2,344,712




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note D - Debt and Credit Arrangements:

The Companies have various loans available from several sources, which allow the Companies
to finance land acquisition and development and home construction. These notes are secured
by land and land development costs, residential lots and homes in various stages of
completion.

2006 2005

Landmark Savings Bank:
Due at various dates through October 2007.
Interest at the Bank's prime rate plus 1%. Available
draws limited to a combined total of approximately
$1,000,000 between TEG and PEEC. 3 734259 % 666,126

Fifth Third Bank:
Due June 2008. Interest at the Bank's prime rate.
Available draws limited to a combined total of
$5,000,000 between TEG, PEEC, and EDC.
Further secured by personal guarantee of the
majority stockholder. 1,403,656 468,095

National City Bank:
Due May 2007. Interest at the Bank's prime rate
plus .75%. Available draws limited to a maximum of
$16,000,000 between TEG and PEEC. Further
secured by corporate guarantee of EDC and
personal guarantee of the majority stockholder. 3,503,939 4,040,644

First Indiana Bank:
Due June 2007. Interest at the Bank's prime rate.
Available draws limited to a combined total of
$17,000,000, among TEG and PEEC. Further
secured by corporate guarantee of EDC and
personal guarantee of the majority stockholder. 13,444,186 11,732,685

Star Financial Bank:
Due May 2007. Interest at the Bank's prime rate
plus .5%. Available draws limited to a combined
total of $5,000,000 among TEG, EDC, and PEEC.
Further secured by personal guarantee of the
majority stockholder. 2,842,150 1,474,011




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005

(Unaudited)

Note D - Debt and Credit Arrangements (Continued):

Salin Bank:
Due February 2007. Interest at the Bank's prime
rate plus .5%. Available draws limited to a
combined total of $5,000,000 between TEG and
PEEC.

Shelby County Bank:
Due March 2008. Interest at the Bank's prime rate
plus 1.5%. Further secured by guarantee of
the majority stockholder.

Roya! Bank of Canada:
Due May 2008. Interest at 30 day LIBOR + 300
basis points. Available draws limited to a combined
total of $15,000,000 between TEG, EDC, and
PEEC. The loan is further secured by a personal
guarantee of the majority stockholder.

High Grove Capital:
Due April 2007. Interest at the Wall Street Journal
published prime rate plus .5%. Available draws are
limited to $1,750,000. The loan is further secured
by a corporate guarantee of PEEC.

Charter One:
Due September 2005. Interest at bank prime rate
plus .5%. Available draws limited to a combined
total of $5,000,000 between TEG and PEEC. The
loan is further secured by a personal guarantee of
the majority stockholder.

First Indiana Bank:
Due February 2009. Interest at the Bank's prime
rate plus 1%. Available draws are limited to
$600,000. Further guaranteed by the majority
stockholder.

Old National Bank:
Due March 2007. Interest charged at 5.5%.
Secured by equipment.

2006

2005

3,665,432

925,000

11,725,268

1,326,548

130,393

516,665

7,583

611,800

1,063,630

9,860,282

1,750,000

570,393

22,132



THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note D - Debt and Credit Arrangements {Continued):

2006 2005

Convertible Note Payable, Brookfield, Inc.:
Due April 2009. Interest at 6%. Available draws are
limited to $300,000. Convertible to First Mile
preferred stock at a strike price of $10 per share. 172,001 172,001

Community Bank:
Due May 2007. Interest at the Bank's prime rate
plus .5%. Available draws limited to $2,693,000.
Further secured by the majority stockholder. 628,790 628,790

Due May 2007. Interest at the Bank'’s prime rate
plus .5%. Available draws limited to $486,150.
Further secured by the majority stockholder. 486,150 -

Due May 2007. Interest at the Bank's prime rate
plus .5%. Available draws limited to $1,137,548.
Further guaranteed by the majority stockholder. 508,758 508,758

Due May 2007. Interest at the Bank's prime rate
plus .5%. Available draws limited to $2,693,000.
Further guaranteed by the majority stockholder. 2,693,000 -

Due February 2006. Interest at the Bank'’s prime

rate plus .5%. Available draws limited to

$3,058,000. Further guaranteed by the majority

stockholder. - 3,058,000

First Merchants Bank:
Due October 2007. Interest at the Bank’s prime
rate plus .25%. Available draws limited to
$3,200,000. Further guaranteed by the majority
stockholder. 2,720,790 -

High Grove Capital Partners, LLC:
Due October 2008. Interest at the Bank's prime
rate plus .5%. Available draws limited to
$1,672,650, among TEG and EDC. 1,672,650 -

Due December 2006. Interest at the Bank's prime
rate plus .5%. Available draws limited to
$1,000,000 among TEG and EDC. 1,000,000 -



THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note D - Debt and Credit Arrangements (Continued):

2006 2005

House Investments Real Estate Opportunity Fund HI, L.P.
Due July 2010. Interest at a rate of 15%. Available
draws limited to $1,400,000. 1,400,000 1,400,000

TriCapital, LLC:
Due January 2007. Interest at the Bank’s prime
rate plus 1%. Available draws limited to
$2,450,000. 2,397,888 896,990

255 Associates, LLC;
Due February 2007. Interest at the Bank's prime
rate plus 6%. Available draws limited to $280,000.
Further guaranteed by the majority stockholder. 280,000 280,000

Third Party:
Due February 2007. Interest at prime rate plus 6%.
Available draws limited $1,325,000. Further
guaranteed by the majority stockholder. 1,325,000 1,325,000

First Indiana Bank:
Due June 2007. Interest at the Bank's prime rate
plus .5%. Available draws limited to $2,000,000.
Further guaranteed by the majority stockholder. 2,000,000 2,000,000

Due October 2008. Interest at the Bank’s prime

rate plus .25%. Available draws limited to

$7,350,000. Further guaranteed by the majority

stockholder. 7,350,000 -

First Indiana Bank:
Due October 2008. Interest at the Bank’s prime
rate plus 1%. Available draws limited to a total of
$650,000. Monthly payments of $2,500 principal
plus interest, with the remaining principal due at
maturity. Further guaranteed by the majority
stockholder. 650,000 -



THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005

(Unaudited)

Note D - Debt and Credit Arrangements (Continued):

Salin Bank:
Due November 2007. Interest at the Bank’s prime
rate plus .75%. Available draws limited to
$3,683,200. Further guaranteed by the majority
stockholder.

Third Party:
Due August 2007. Interest at a rate of 2%.
Available draws limited to $2,240,549. Annual
variable principal payments, with balance due at
maturity.

Third Party:
Due August 2007. Interest at a rate of 2%.
Available draws limited to $2,405,426. Annual
variable principal payments, with balance due at
maturity.

Shelby County Bank:
Due May 2007. Interest at the Bank’s prime rate
plus 1.5%. Available draws limited to $3,556,180.

Busey Bank:
Due August 2006. Interest at the Bank'’s prime rate
plus .5%. Available draws limited to $1,950,000.

Foudray Farms Estates, LLC:
Due May 2006. Interest at the prime rate. Available
draws limited to $550,375.

Third Party:
Due August 2007. Interest at the prime rate.
Available draws limited to $1,297,600.

Fifth Third:
Due December 2005. Interest at the Bank's prime
rate. Available draws limited to $3,240,000. Further
guaranteed by the majority stockholder.

2006

2005

3,563,186

1,524,858

1,649,858

3,390,000

1,297,600

863,977

2,220,549

2,405,426

2,500,000

1,950,000

550,325

1,297,600

3,240,000




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note D - Debt and Credit Arrangements (Continued):

2006

2005

Silver Birch Investments |, LLC:
Due October 2005. Interest at a rate of 20%.
Available draws limited to $1,000,000. Further
guaranteed by the majority stockholder. -

Third Party:
Due October 2005. Interest at a rate of 20%.
Available draws limited to $500,000. Further
guaranteed by the majority stockholder. -

irwin Union:
Due March 2007. Interest at the Bank's prime rate.
Available draws limited to $1,393,600. -

Irwin Union:
Due March 2007. Interest at the Bank's prime rate
plus .5%. Available draws limited to $1,393,600. -

Provident Bank:
Due March 2006. Interest at the Bank's prime rate
plus .5%. Available draws limited to $7,500,000. -

Fifth Third Bank:
Due December 2007. Interest at the Bank's prime
rate. Available draws limited to $4,400,000. Further
secured by guarantee of TEG. 3,345,996

Busey Bank:
Due December 2007. Interest at the Bank's prime
rate plus .25%. Available draws limited to
$3,500,000. Further secured by guarantee of EDC
and personal guarantee by the majority stockholder.
2,905,446

Third Party:
Due December 2006. Interest at a rate of 13%.
Available draws limited to $275,000. 275,000

1,000,000

500,000

1,393,600

1,393,600

580,039

2,216,500

275,000
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Notes to Consolidated Financial Statements
September 30, 2006 and 2005
{Unaudited)

Note D - Debt and Credit Arrangements {(Continued):

2006

2005

Sun Life:
Due August 2018. Interest at a rate of 8%.
Available draws limited to $1,300,000. Further
secured by guarantee of TEG. 1,000,378

Wawasee Real Estate Development, LLC:
Due October 2007. Interest at the prime rate plus
2%. Available draws limited to $836,000. Further
guaranteed by the majority stockholder. 836,000

1,048,712

Total Debt Obligations $ 85,298,428

$ 65,986,695

Covenants under the First Indiana Bank, National City Bank, Salin Bank and Royal Bank of
Canada credit agreements require TEG (independently and together with related parties) to

meet certain financial covenants.

Subsequent to September 30, 2006, the Companies were notified by a financial institution of a
covenant default for advances on certain new and spec homes. This default has since been

cured by the financial institution’s removal of the covenant.

Principal payments due on debt outstanding at September 30, 2006, are as follows:

Year Ending September 30,

2007 $ 52,051,776
2008 21,180,306
2009 9,836,404
2010 1,466,492
2011 72,012
Thereafter 691,438
$ 85,298,428




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note E - Notes Payable to Related Parties:

PEEC has various notes payable to related parties accruing interest at rates from prime to
prime plus 1% that expired in December 1996. The notes are payable on demand after thirty
days notice from the related parties. The balance of this related party debt was $785,865 for
both years ended September 30, 2006 and 2005.

Note F - Notes Payable to Stockholder:

EDC has a note payable to EDC’s stockholder at a rate of prime plus 1.75% with annual
principal payments of $220,000. The balance on this stockholder note payable amounted to
$1,100,000 and $0 at September 30, 2006 and 2005, respectively.

Note G - Capital Leases:

Long-term leases relating to the financing of certain furniture and equipment are accounted for
as installment purchases. The capital lease obligations reflect the present value of future rental
payments, discounted at the interest rate implicit in the lease and a corresponding amount is
capitalized as the cost of the furniture and equipment. The furniture and equipment is being
depreciated over a period of five years.

The following is an analysis of furniture and fixtures under capital leases for the years ended
September 30, 2006 and 2005:

2006 2005
Furniture and fixtures $ 1083814 § 291,907
Accumulated depreciation (176,841) (87,418)

$ 906,973 § 204,489




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note G - Capital Leases (Continued):

Following is a schedule of future minimum lease payments due under the capital lease
obligations together with the present value of net minimum lease payments as of
September 30, 2006:

Year Ending September 30,

2007 $ 279,533
2008 272,736
2009 250,200
2010 250,200
2010 48,322
Total minimal lease payments 1,100,991
Less amounts representing interest 143,279
Present value of net minimum lease payments $ 957,712

Note H - Retirement Plans:

The Companies maintain a profit-sharing plan that covers all employees who meet the eligibility
requirements set forth in the plan. The Companies’ contributions are made at management's
discretion and are allocated based upon each participant's eligible compensation.

The plan includes a 401(k) savings plan whereby employees can contribute and defer taxes on
compensation contributed to the plan. The Companies' match, within prescribed limits, the
contributions made by employees.

The following summarizes the Companies’ contributions for the years ended September 30,
2006 and 2005:

2006 2005

Profit-sharing contribution $

401(k) matching contribution 125,015 117,835

$ 125015 § 117,935




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note H - Retirement Plans (Continued):

The Companies also have an employee stock ownership plan (ESOP). Although labeled as an
ESOP, the plan is currently operating as a profit-sharing plan. At some date in the future to be
determined by management, the plan shall be converted from a profit-sharing plan into an
ESOP. Funds in the plan at the time of conversion to an ESOP may be used to purchase
stock. Contributions to the Plan were $0 for both years ended September 30, 2006 and 2005.
Note | - Stockholder and Variable Interest Entities Equity:

Common Stock

TEG has voting stock with equal voting rights. All of the stock is no par value.

The following summarizes the TEG's shares of common stock at September 30, 2006 and
2005:

2006 2005
Authorized 2,000,000 2,000,000
Issued 1,591,594 1,591,594
Outstanding 1,591,594 1,591,594

During the year ended September 30, 2005, the Companies issued 491,274 shares of stock in
exchange for $9,550,100 of cash to fund an equal distribution of $9,550,100 related to a
change in tax status from a subchapter “S” Indiana Corporation to an Indiana corporation. This
distribution is included in the $10,393,709 of distributions declared in 2005. The difference
represents distributions to owners necessary to pay shareholder personal income taxes as
2004 represents the final year in which the Companies was a pass through S-Corporation
entity. The transaction did not affect the ownership structure of the Companies as the new
shares issues were allocated to existing shareholders based on their respective ownership.
Management estimated no additional value was received from the issued shares since there
was no trading market for the Companies’ stock and the transaction did not change the
ownership percentages of the current shareholders.

Equity of Variable Interest Entities
TEG and its wholly owned subsidiaries are corporations. All other entities included in the

consolidated financial statements are pass-through entities. Refer to Notes A and S for
disclosures required for variable interest entities.
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Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note J - Income Taxes:

Federal and state income tax expense (benefit) for the years ended September 30, 2006 and
2005, is summarized as follows:

2006 2005
Federal
Current expense $ (15,741) $ 1,182,960
Deferred expense (benefit) (1,446,332) 455,857
(1,462,073) 1,638,817
State
Current expense (35,479) 283,163
Deferred expense (benefit) (409,873) 128,267
(445,352) 411,430

$ (1,907,425) $§ 2,050,247

The Companies’ deferred tax assets and liabilities as of September 30, 2006 and 2005, are
summarized as follows:

2006 2005
Federal:
Deferred tax assets $ 2390685 % 949,153
Deferred tax liabilities (252,225) (257,015)
2,138,460 692,138
State:
Deferred tax assets 603,864 201,156
Deferred tax liabilities {15,510) (22,685)
588,354 178,471
Net deferred tax asset included in the Companies
consolidated balance sheets $ 2726814 3 870,609




THE ESTRIDGE GROUP, INC.
Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note J - Income Taxes (Continued):

The Companies have an alternative minimum tax credit of approximately $213,000 to offset
future federal tax liabilities. The life of the credit is indefinite. The Companies also have
charitable contribution carryforwards of approximately $148,000, of which $84,000 expire in
2010 and the remaining $64,000 expire in 2011. At September 30, 2006, the Companies have
federal net operating loss carryforwards of approximately $5,200,000 and state tax operating
loss carryforwards of approximately $5,300,000. Other components of the Companies’ tax
assets include accrued warranty costs, accrued health insurance, and accrued executive
bonuses. Depreciation timing differences constitute the majority of the Companies’ tax
liabilities. SFAS 109, “Accounting for income Taxes,” requires a valuation allowance to reduce
the deferred tax assets reported if, at September 30, 2006, the Companies had federal tax
operating loss and based on the weight of the evidence, it is more likely than not that some
portion or all of the deferred tax assets will not be realized. After consideration of the evidence,
both positive and negative, management has determined that no valuation aliowance is
considered necessary to reduce the deferred tax assets.

Note K - Leasing Commitments:

The Companies lease office facilities, certain vehicles, model homes, and computer hardware
and software and related peripheral equipment under operating leases expiring at various dates
through December 2015. Minimum future rental payments under non-cancelable operating
leases having remaining terms in excess of one year as of September 30, 2006, are
summarized as follows:

Year Ended September 30,
2007 $ 1,161,077
2008 963,837
2009 800,304
2010 588,639
2011 554,040
Thereafter 2,501,210

$ 6,569,107

Rent expense with respect to all operating leases amounted to approximately $1,589,189 and
$1,500,234 for the years ended September 30, 2006 and 2005, respectively.

Note L - Self-Funded Health Insurance:

The Companies' Employee Benefit Plan provides employees and their dependents with
comprehensive health care coverage. A portion of that coverage is self-funded by the
Companies. Under the insurance policy with the Plan’s underwriter, the Companies’ self-funded
liability is limited for each plan year to $45,000 per employee, with an aggregate liability limit of
approximately $1,000,000. The liability limitations are adjusted on an annual basis. For this
purpose, the plan year runs on a calendar year basis, and the $45,000/$1,000,000 limits apply
through December 31, 2006.
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Notes to Consolidated Financial Statements
September 30, 2006 and 2005
(Unaudited)

Note L - Self-Funded Health Insurance (Continued):

In addition, the Companies pay a monthly fee to provide for administrative, cost containment,
prescription card, and preferred provider organization fees.

Note M - Related Party Transactions:

The Companies are related to various entities not consolidated in these financial statements as
a result of common ownership. Transactions with these entities are minimal and immaterial to
the consolidated financial statements.

Note N - Concentration of Credit Risk:

The Companies' financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and cash equivalents and accounts receivables. The Companies place cash
and cash equivalents with high credit quality institutions. At times, such amounts may be in
excess of the FDIC insured limit. The Companies routinely assess the financial strength of
customers and, as a consequence, believe that accounts receivable credit risk exposure is
limited.

Note O - BCE |, BCE Il, BCE |ll Operating Agreements:

The BCE |, BCE Il, and BCE Ili partnerships were formed as joint ventures between EDC, Billy
Creek Associates, LP (BCA 1), Billy Creek Associates Il, LP, (BCA Il) and Billy Creek
Associates lll, LP (BCA IHl). The purpose of these entities is to serve as land holding and
development companies to supply TEG with lots for future home construction. The agreements
outline the original capital contributions of the Billy Creek entities (BCA | - $4,000,000, BCA Il -
$3,600,000, and BCA Il - $3,500,000). All agreements state that BCA |, BCA I, and BCA (Il
will receive a guaranteed 19.5% internal rate of return on these capital contributions over the
life of the project. TEG and EDC have guaranteed payment of these amounts and have
guaranteed certain debt obligations included in Note E. The Estridge Group, Inc. has agreed to
purchase lots at specified prices from the BCE partnerships within a specified time interval. In
addition, TEG's majority stockholder has personally guaranteed an internal rate of return of
18% for the BCA entities.

Note P - Business Concentration:

The Companies’ revenues are substantially derived from construction of residential homes in
Indianapolis, Indiana and surrounding communities.
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Note Q - Commitments and Contingencies:

EIP has entered into a Voluntary Remediation Agreement with the Indiana Department of
Environmental Management with respect to ground water contamination caused by a former
tenant of the building under a prior owner. A remediation study completed by an independent
environmental consultant estimated remediation costs to be within a range from $800,000 to
$915,000. EIP accrued the maximum amount of this range, together with estimated
administrative and legal expenses. This accrual amounts to $854,261 and $935,629 at
September 30, 2006 and 2005, respectively, and is included in “Other liabilities.” It is
reasonably possible that EIP's recorded estimate of its obligation may change in the near term.
With respect to this obligation, insurance providers for the former tenant and prior building
owner reimbursed EIP for the entire amount of the estimated obligation. The Companies have
no other accrued liabilities for environmental remediation issues and are not aware of any
potential environmental remediation obligations.

The Companies are also parties to various non-environmental legal proceedings and
administrative actions, all arising from the ordinary course of business. Although it is
impossible to predict the cutcome of any legal proceeding, the Companies believe any liability
that may finally be determined with respect to such legal proceedings would not have a material
effect on the Companies' consolidated financial position, results of operations, or cash flows,
although resolution in any year or quarter could be material to the consolidated results of
operations for that period. SFAS 5, “Accounting for Contingencies,” requires that loss
contingencies be accrued if both of the following conditions are met: 1) it is probable that an
asset had been impaired or a liability had been incurred at the date of the financial statements;
and, 2) the amount of the loss can be reasonabie estimated. The Companies have no legal
proceedings that meet these conditions.

Note R - Contingent Convertible Securities:
TEG has outstanding debt, the terms of which enable the holder, under certain conditions, to

convert such securities into shares of the Company subsidiary’s (First Mile) preferred stock at a
fixed conversion price of $10 per share. See Note D for further description of debt instrument.
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Note S - Implementation of Financial Accounting Standards Board Interpretation No. 46:

In December 2003, the FASB issued FIN 46(R), “Consolidation of Variable Interest Entities.”
FIN 46 explains the concept of a variable interest entity and requires consolidation by the
primary beneficiary where the variable interest entity does not have sufficient equity at risk to
finance its activities without additional subordinated financial support from other parties. This
interpretation applies immediately to variable interest entities created after December 31, 2003,
and applies in the first year or interim period beginning after December 15, 2004, to variable
interest entities in which an enterprise holds a variable interest that it acquired before
December 31, 2003. Due to the presence of cross guarantees of debt between related entities
and guarantees of debt by TEG and its majority stockholder of other related entities, TEG
believes certain related entities are variable interest entities (See Notes E and M for description
of related party arrangements and debt guaranteed by TEG and its majority stockholder).
Specifically, TEG considers BCE |, BCE il, BEC ill, EDC, PEEC, EIP, and FSC to be variable
interest entities. FIN 46 is implemented in these financial statements and therefore these
entities have been consolidated for the years ended September 30, 2006 and 2005.

Based on the provisions of FIN 46, the Companies have concluded that under certain
conditions when the Companies (i) enter into option agreements for the purchase of land or lots
from an entity and pays a non-refundable deposit, {ii) enters into certain leasing arrangements
with related parties, or (iii) guarantees debt of related party entities or enters into co-borrowing
arrangements with related parties, a variable interest entity may be created. Under condition (i)
above, the Companies reported land under option agreements and the related liabilities in its
consolidated balance sheet, as described in Note A. Under condition (ii and iii) above, the
Companies may be deemed to have provided subordinated financial support, which refers to
variable interests that will absorb some or all of an entity’s expected losses if they occur. For
each variable interest entity created, the Companies have computed expected losses and
residual returns based on the probability of future cash flows as outlined in FIN 486. If the
Companies are determined to be the primary beneficiary of the variable interest entity, the
assets, liabilities and operations are consolidated in the Companies’ financial statements.

Accordingly, the assets, liabilities and operations of (ii and iii) have been consolidated with the
Companies consolidated financial statements as of September 30, 2006 and 2005 and for the
periods then ended. Supplemental consolidating financial information of the Companies,
specifically including information for (ii and iii) and just the lot option arrangements from (i) are
consolidated under FIN 46. The variable interest entities analysis is presented below to allow
investors to determine the nature of assets held and the operations of the consolidated entities.

Amounts included in “Consolidated land inventory not owned” are excluded from the analysis
below and include land deposits under option agreements or land banking arrangements of
$695,000 and $690,000 at September 30, 2006 and 2005, respectively. The Companies’
remaining total contractual obligations for land purchases and option commitments was
approximately $49,728,360 and $44,124,809 at September 30, 2006 and 2005, respectively.
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Notes to Consolidated Financial Statements

September 30, 2006 and 2005
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Note S - Implementation of Financial Accounting Standards Board Interpretation No. 46
(Continued):

Condensed financial information for the variable interest entities, before eliminating entries, is as

follows:

Assets
Lot inventory and land development costs
Construction in process

Property and equipment, net

Other assets

Total Assets

Liabilities and Equity

Notes payable

Related party payables
Other liabilities

Total Liabilities
Total Stockholders' Equity

Total Liabilities and Equity

Revenue and Expenses

The equity related to consolidation of these variable interest entities is included in the

Revenue
Expenses

Net income of variable interest entities

September 30,
2006 2005
$ 79,391,497 57,093,599
4,691,471 4,156,542
1,948,352 1,997,181
10,929,037 9,354,179
$ 96,960,357 72,601,501
$ 57,510,673 44 416,975
16,818,872 18,638,368
8,970,971 6,686,155
83,300,516 69,741,498
13,659,841 2,860,005
$ 96,960,357 72,601,503
$ 40,195,179 42,922,794
38,897,302 40,176,995
$ 1,297,877 $ 2,745,799

Companies consolidated balance sheet as “Minority equity in variable interest entities” as a
separate line item in Stockholders' Equity, consistent with the FASB Exposure Draft dated
June 30, 2005, “Consolidated Financial Statements, Including Accounting and Reporting of
Noncontrolling Interests in Subsidiaries”, a replacement of ARB No. 51; which provides for the
accounting and reporting in equity interests of noncontrolling stockholders to be accounted and

reported as equity separately from the primary beneficiary’s equity. The Companies

implemented the exposure draft during the year ended September 30, 2006, as management
believes classification of “Minority equity in variable interest entities” as a separate component
to Stockholders' Equity is the most accurate representation of its interests in these variable

interest entities.
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THE ESTRIDGE GROUP, INC.

$5,000,000
10.5% Subordinated Notes Due , 2010
11% Subordinated Notes Due , 2012
11.5% Subordinated Notes Due , 2015

PLACEMENT AGENT AGREEMENT

, 2007

Indiana Securities, LLC
1705 North Meridian Street
Indianapolis, Indiana 46202

Dear Sirs:

The Estridge Group, Inc., a corporation organized in Indiana (the “Company’), hereby
confirms its agreement with you whereby the Company proposes to offer for sale a minimum of
$2,650,000 and a maximum of $5,000,000 of subordinated notes (the ‘“Notes”) of the Company
with the following interest rates and maturities:

Subordinated Notes Interest Rate Maturity

“Three Year Notes” 10.5% , 2010
“Five Year Notes” 11% , 2012
“Eight Year Notes™ 11.5% , 2015

to be sold by you on a best efforts basis, as placement agent (the “Placement Agent”) of the
Company, as set forth in Section 1 hereof.

The Company has prepared and filed with the Securities and Exchange Commission (the
“Commission”) an offering statement on Form 1-A (File Nos. 24-10168, 24-10169, 24-10170)
and a related offering circular for the qualification of the Notes under Regulation A promulgated
by the Commission under the Securities Act of 1933 (the “1933 Act”), and has filed such
amendments thereto, if any, and such amended offering circulars as may have been required to -
the date hereof. The offering statement as it may be amended and the offering circular on file



with the Commission as it may be amended at the time the offering statement becomes qualified
are hereinafter called the “Offering Statement” and the “Offering Circular,” respectively.

SECTION 1. Appointment of Placement Agent; Offering Period. On the basis of the
representations, warranties and covenants herein contained, but subject to the terms and
conditions herein set forth, you are hereby appointed the principal agent of the Company during
the Offering Period (as hereinafter defined) for the purpose of obtaining subscribers for the Notes
from public subscribers (“Subscribers™) for the account and at the risk of the Company through
the offering herein contemplated. The Placement Agent may establish Co-agency relationships
with other registered broker-dealers for purposes of obtaining subscriptions for the Notes, subject
to the reasonable approval by the Company. Subject to the performance by the Company of all
of its obligations to be performed hereunder, and to the completeness and accuracy of all of the
representations and warranties contained herein, you hereby accept such agency and agree to use
your best efforts, in light of the aggregate offering price and the commissions and fees payable to
the Placement Agent hereunder, during the Offering Period to obtain subscriptions for the Notes
from suitable Subscribers.

The Offering Period shall commence on the day that the Offering Statement is qualified
by the Commission and an Offering Circular s first made available to you by the Company for
delivery in connection with the offering for sale of the Notes and shall continue until the earlier
of the Closing Time (as hereinafter defined), and the close of business on [ 1, 2007, or
such later date, not later than [ ], 2007, as you and the Company shall agree upon (such
termination date being hereinafter referred to as the “Offering Termination Date”).

Your agency hereunder, which is coupled with an interest and, therefore, is not terminable
by the Company without your permission, except as otherwise expressly so provided in this
Agreement, shall continue until the Offering Termination Date. Any termination of your agency
or of this Agreement shall be without obligation on your part or on the part of the Company,
except that the provisions of Sections 6, 9 and 10 hereof shall survive any such termination of
this Agreement.

SECTION 2. Representations and Warranties of the Company.

(a) The Company represents and warrants to the Placement Agent that:

(i) At the time the Offering Statement initially becomes
qualified and at the time any post-qualification amendment
thereto becomes qualified, the Offering Statement (including the
Offering Circular) will comply with the requirements of the
1933 Act and the regulations promulgated thereunder (the
“1933 Act Regulations™) (including but not limited to
Regulation A} and will not contain an untrue statement of a
material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein not
misleading, and at the time the Offering Statement becomes
qualified and at the Closing Time referred to in Section 3, the



Offering Circular will not contain an untrue statement of a
material fact or omit to state a material fact necessary in order
to make the statements therein, in light of the circumstances
under which they were made, not misleading; provided,
however, that the representations and warranties in this
subsection shall not apply to statements in or omissions from
the Offering Statement or Offering Circular made in reliance
upon and in conformity with information contained in the
section of the Offering Circular captioned “Plan of
Distribution” furnished to the Company by or on behalf of the
Placement Agent expressly for use in the Offering Statement or
Offering Circular.

(i1} Each accounting firm, if any, that certifies financial
statements included in the Offering Statement is an independent
public accountant as required by the 1933 Act and the 1933 Act
Regulations.

(ii1) The financial statements (including the notes
thereto) included in the Offering Statement and the Offering
Circular comply with the requirements of the 1933 Act and the
1933 Act Regulations and present fairly the financial position,
the results of operations and cash flows of the respective entity
or entities presented therein at the respective dates and for the
respective periods indicated therein, all in conformity with
generally accepted accounting principles applied on a consistent
basis and present fairly the information required to be stated
therein. Except as reflected in such financial statements, there
exists no material liabilities of the respective entity or entities
presented therein, contingent or absolute, matured or unmatured
for the periods covered by the financial statements.

(iv) The financial information and data included in the
Offering Statement and the Offering Circular present fairly the
information shown therein and have been prepared on a basis
consistent with that of the financial statements included in the
Offering Statement and Offering Circular and the books and
records of the respective entity or entities presented therein.

(v) The Company has been duly organized and is validly
existing as a corporation under the laws of Indiana with full
power and authority to conduct the business in which it is
engaged as described in the Offering Circular and to enter into
the Operative Documents (as hereinafter defined) to which it is
a party and to perform its obligations hereunder and thereunder.
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The Company is duly qualified or registered as a foreign
corporation in each jurisdiction in which the ownership of its
properties or the conduct of its business makes such
qualification or registration necessary.

(vi) Each of the subsidiaries of the Company or other
entities that are consolidated with the Company in its financial
statements attached to the Offering Circular (collectively, the
“Subsidiaries”) has to the extent described in the Offering
Circular been duly organized and is validly existing as a
corporation, limited liability company or partnership under the
laws of the jurisdiction in which it has been organized with full
power and authority to conduct the business in which it is
engaged and is duly qualified or registered as a foreign
corporation, limited liability company or partnership in each
jurisdiction in which the ownership of its properties or the
conduct of its business makes such qualification or registration
necessary.

(vii) The Company has an authorized capital as set forth
in the Offering Circular, and all of the shares of capital stock in
the Company have been duly and validly authorized and issued,
are fully paid and nonassessable, and conform to the
descriptions thereof in the Offering Circular.

(viii) There are not now outstanding and at the Closing
Time there will be no options, warrants, or other agreements or
preemptive, conversion, or other preferential purchase rights
granted or issued by or binding upon the Company for the
purchase or acquisition of any of the Notes other than as
described in the Offering Circular or pursuant to this
Agreement.

(ix) The Notes conform to the description thereof
contained in the Offering Circular and such description
conforms to the rights set forth in the instruments defining such
rights. The certificates issued to evidence the Notes will be in
due and proper form at the Closing Time.

(x) Each of this Agreement, the escrow agreement
among the Company, the Placement Agent and MainSource
Bank, Greensburg, Indiana (the “Escrow Agent”) in the form
attached hereto as Exhibit A (the “Escrow Agreement”) and
the Indenture of Trust among the Company and MainSource
Bank (the “Trustee”) has been duly and validly authorized,
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executed and delivered by the Company and, assuming due
authorization, execution and delivery by the other parties
thereto, is a valid and binding agreement and is enforceable
against the Company in accordance with its terms.

(xi) The execution and delivery of this Agreement, the
Indenture of Trust and the Escrow Agreement (collectively, the
“Operative Documents™), the performance of the obligations
set forth herein or therein, and the consummation of the
transactions contemplated hereby or thereby or in the Offering
Circular do not and will not conflict with or result in a breach
of any of the terms, conditions or provisions of, or constitute a
default under or result in a violation of, (A) any of the
Operative Documents; (B) the articles of incorporation, by-laws
or other charter or organizational documents of the Company or
any Subsidiary; (C) any law, order, rule, or regulation of any
court or governmental authority having jurisdiction over the
Company, any Subsidiary, or any of their respective assets or
properties; or (D) any bond, debenture, note, other evidence of
indebtedness, contract, indenture, mortgage, loan agreement,
lease, joint venture, or other agreement or instrument to which
the Company or any Subsidiary is a party or by which they or
any of them or any of their respective assets or properties are
bound, which conflict, breach, default, or violation described in
this clause (xi) has had or would have a material adverse effect
upon any of the transactions contemplated by the Operative
Documents or the Offering Circular, or upon the earnings,
business affairs, properties, business prospects, or condition
(financial or otherwise) of the Company or any Subsidiary
except as described in or contemplated by the Offering
Statement and Offering Circular.

(xii) No consent, approval, authorization, or order of
any court or governmental agency or body is required in
connection with the issuance, sale, or delivery of the Notes
pursuant to this Agreement or the consummation of the
transactions contemplated by the Operative Documents or the
Offering Circular except such as may be required under the
1933 Act or the 1933 Act Regulations, state securities or “blue
sky” laws, and as described in the Offering Circular.

(xiti) Since the respective dates as of which information
is given in the Offering Statement and the Offering Circular,
except as may otherwise be stated therein or contemplated
thereby: (A) there has been no material adverse change in the
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earnings, business affairs, properties, business prospects, or
condition (financial or otherwise) of the Company and the
Subsidiaries, whether or not arising in the ordinary course of
business; (B) no material casualty loss or material
condemnation has occurred; (C) there have been no transactions
entered into by the Company or any Subsidiary, other than
those in the ordinary course of business, which are material
with respect to the Company and the Subsidiaries; (D) there has
been no dividend or distribution of any kind declared, paid, or
made by the Company except as allowed under Section 4.07 of
the Indenture; and (E) there has been no material change in the
ownership of the equity of the Company or any Subsidiary.

(xiv) The Company and the Subsidiaries have good and
marketable title to all real and personal property owned by
them, free and clear of all liens, security interests,
encumbrances, restrictions, equities, and claims except such as
are described in the Offering Circular or such as do not
materially adversely affect the value of such property and do
not interfere with the use made and proposed to be made of
such property by the Company and the Subsidiaries. Any real
property and improvements thereon and any personal property
material to the business of the Company and the Subsidiaries
held under lease by the Company and the Subsidiaries are held
by them under a valid, subsisting, and enforceable lease with
such exceptions as are not material and do not interfere with the
use made and proposed to be made of such property by the
Company and the Subsidiaries.

(xv) The Company and the Subsidiaries have all
franchises, grants, authorizations, licenses, permits, consents,
certificates, and orders (“licenses”) necessary for each of them
to conduct the business in which it is engaged, as described in
the Offering Circular, except for any license the absence of
which would not have a material adverse effect on the earnings,
business affairs, properties, business prospects, or condition
(financial or otherwise) of the Company and the Subsidiaries or
the absence of which is described or contemplated in the
Offering Circular. All such licenses are valid and in full force
and effect and neither the Company nor any Subsidiary has
received any notice of proceedings relating to the revocation or
modification of any such license.

(xvi) The Company and the Subsidiaries own, possess,
or have the legal right to use all patents, patent rights, licenses,
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inventions, copyrights, know-how (including trade secrets and
other unprotected or unpatentable proprietary or confidential
information, systems, or procedures), trademarks, service
marks, trade names, and other rights (“rights”) necessary for
or now employed by them in the conduct of their respective
businesses as now operated by them, and nene of them has
recetved any notice of and, to the best knowledge of the
Company and the Subsidiaries, there is no basis for any action
for, alleged infringement of or conflict with asserted rights of
others with respect to any of such rights.

(xvii) No labor dispute with the employees of the
Company or any Subsidiary exists or, to the best knowledge of
the Company and the Subsidiaries, is imminent; neither the
Company nor any Subsidiary is aware of any existing or
imminent labor disturbance by the employees of the Company
or any Subsidiary that might be expected to result in any
material adverse change in the earnings, business affairs,
business prospects, or condition (financial or otherwise) of the
Company and its Subsidiaries.

(xviii) Neither the Company nor any Subsidiary (A) is
in violation of its articles of incorporation, by-laws or other
charter or organizational document, or (B) is in violation of any
law, order, rule, or regulation of any court or governmental
authority having jurisdiction over the Company, any
Subsidiary, or any of their respective assets or properties, or
(C) is in default in the performance or observance of any other
obligation, agreement, covenant, or condition contained in any
bond, debenture, note, other evidence of indebtedness, contract,
indenture, mortgage, loan agreement, lease, joint venture, or
other agreement or instrument to which it is a party or by which
any of its respective properties are bound, which default
described in this clause (C) has had or could reasonably be
expected to have a material adverse effect upon any of the
transactions contemplated by the Operative Documents or the
Offering Circular or upon the earnings, business affairs,
properties, business prospects, or condition {financial or
otherwise) of the Company and the Subsidiaries.

(xix) There is no action, suit, proceeding, or, to the best
knowledge of the Company and the Subsidiaries, investigation
before or by any court or governmental agency or body,
domestic or foreign, now pending or, to the best knowledge of
the Company and the Subsidiaries, threatened against or
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affecting the Company or any Subsidiary or any director or
officer of the Company or any Subsidiary or to which any of
their respective assets or properties are subject, that is required
to be disclosed in the Offering Statement (other than as
disclosed therein), or if determined adversely to the Company
or any Subsidiary or any such director or officer would have a
material adverse effect on the purchase and sale of the Notes or
would result in any material adverse change in the earnings,
business affairs, business prospects, or condition (financial or
otherwise) of the Company and the Subsidiaries or would have
a material adverse effect on the properties or assets of any of
them; no pending legal or governmental proceeding or, to the
best knowledge of the Company and the Subsidiaries,
investigation to which the Company or any Subsidiary or any of
their directors or officers is a party or to which any of their
property is subject that is not described in the Offering
Statement, including ordinary routine litigation incidental to
their business, is, considered in the aggregate, material to any
of them or their respective properties or assets; and there are no
contracts or documents that are required to be described in the
Offering Statement or the Offering Circular or to be filed as
exhibits to the Offering Statement by the 1933 Act or by the
1933 Act Regulations that have not been so described or filed.

(xx) The Company and each of the Subsidiaries of the
Company has not, within five (5) years prior to the filing of the
Offering Statement and the Offering Circular (i) been convicted
of any felony or misdemeanor in connection with the purchase
or sale of any security or involving the making of any false
filing with the Commission; (ii) filed a registration statement
which is subject to any pending proceeding or examination
under Section 8 of the 1933 Act or has been the subject of any
refusal order or stop order thereunder; (iii) been subject to any
pending proceeding under Rule 258 or any similar rule adopted
under Section 3(b) of the 1933 Act or to an order entered
thereunder; (iv) been subject to any order, judgment, or decree
of any court of competent jurisdiction temporarily or
preliminary restraining or enjoining, or been subject to any
order, judgment or decree of any court of competent
jurisdiction permanently restraining or enjoining such person
from engaging or continuing any conduct or practice in
connection with the purchase or sale of any security or
involving the making of any false filing with the Commission;
or (v) been subject to a United States Postal Service false
representation order entered under 39 U.S.C. §3005 or been
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subject to a temporary restraining order or preliminary
injunction entered under 39 U.S.C. §3007 with respect to
conduct alleged to have violated 39 U.S.C. §3005

(xxi) No director, officer or beneficial owner of ten
percent (10%) or more of the Company has:

(a) been convicted within ten (10) years prior to the
filing of the Offering Statement or Offering Circular of any
felony or misdemeanor in connection with the purchase or sale
of any security, involving the making of a false filing with the
Commission or arising out of the conduct of the business of an
underwriter, broker, dealer, municipal securities dealer or
investment advisor;

(b) within the past five (5) years been subject to any
order, judgment or decree of any court of competent
jurisdiction temporarily or preliminary enjoining or restraining,
or is subject to any order, judgment, or decree of any court of
competent jurisdiction permanently enjoining or restraining
such person from engaging in or continuing any conduct or
practice in connection with the purchase or sale of any security,
involving the making of a false filing with the Commission, or
arising out of the conduct of the business of an underwriter,
broker, dealer, municipal securities dealer or investment
advisor;

(c) been subject to an order of the Commission
pursuant to Section 15(b), 15B{a) or 15B(c) of the 1934
Securities Exchange Act of 1934 (the “1934 Act™) or Section
203(e) or (f) of the Investment Advisors Act of 1940,

(d)  been suspended or expelled from membership in,
or suspended or barred from association with a member of, a
national securities association registered under Section 15A of
the 1934 Act for any act or omission to act constituting conduct
inconsistent with just and equitable principles of trade; or

(e) been subject to a United States Postal Service false
representation order entered under 39 U.S.C. § 3005 within
five (5) years prior to the filing of the Offering Statement or is
subject to a restraining order or preliminary injunction entered
under 39 U.S.C. § 3007 with respect to conduct alleged to have
violated 39 U.S.C. § 3005



(xxii) The Company has not within the twelve (12) months
before the start of and during this Offering received, and will
not within the six (6) months subsequent to the completion of
this Offering receive, cash or other consideration for the
issuance of any securities in reliance upon Regulation A other
than in connection with this Offering.

(b) Any certificate signed by any officer of the Company, and delivered to
you or your counsel, shall be deemed a representation and warranty by the Company to you as
to the matters covered thereby.

SECTION 3. Representations and Warranties and Certain Covenants of the
Placement Agent. The Placement Agent represents and warrants and covenants with the
Company that:

(a) It has not and will not offer the Notes for sale, or solicit any offers to buy
any Notes, on the basis of any communications or documents relating to the Company or the
Notes, other than the Offering Circular, including the appendices attached thereto, or any other
document approved in writing as to form and substance by the Company and its counsel.

(b) It will offer the Notes for sale, or solicit offers to buy the Notes, only in
such manner and in such circumstances as will, assuming the accuracy of the representations
and warranties set forth in Section 2 hereof, (A) comply with all applicable provisions of the
1933 Act and the 1934 Act, and (B) as its counsel advises be in compliance with the securities
or “blue sky” laws of each jurisdiction designated by the Company in accordance with the
provisions of Section 5(g) hereof, which advice of such counsel {(which shall be understood not
to constitute an opinion of law) may be based upon an examination of the statutes and
regulations, if any, of such jurisdictions as reported in standard compilations and upon
interpretive advice obtained from representatives of certain securities commissions.

(c) It has been duly organized and is validly existing as a limited liability
company under the laws of the state Indiana with full power and authority to enter into the
Operative Documents and to perform its obligations hereunder and thereunder.

(d) This Agreement, when confirmed and accepted by it, will be duly
authorized and executed and will be a valid and binding agreement and will be enforceable in
accordance with its terms.

(e) It is a broker-dealer duly registered pursuant to the provisions of the 1934
Act, a member in good standing of the NASD, and a registered broker-dealer under the
applicable statutes and regulations of the State of Indiana; and it will maintain such
registration in good standing throughout the Offering Period and it will comply with all statutes
and other requirements applicable to it with respect to its brokerage activities within such
jurisdiction.
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(f) Neither the Placement Agent nor any member, director, director or officer of
the Placement Agent has:

(i) been convicted within ten (10) years prior to the filing of
the Offering Statement or Offering Circular of any felony or
misdemeanor in connection with the purchase or sale of any
security, involving the making of a false filing with the
Commission or arising out of the conduct of the business of an
underwriter, broker, dealer, municipal securities dealer or
investment advisor;

(i)) within the past five (5) years been subject to any order,
Judgment or decree of any court of competent jurisdiction
temporarily or preliminary enjoining or restraining, or is
subject to any order, judgment, or decree of any court of
competent jurisdiction permanently enjoining or restraining
such person from engaging in or continuing any conduct or
practice in connection with the purchase or sale of any security,
involving the making of a false filing with the Commission, or
arising out of the conduct of the business of an underwriter,
broker, dealer, municipal securities dealer or investment
advisor;

(i1i) been subject to an order of the Commission pursuant to
Section 15(b), 15B(a) or 15B(c) of the 1934 Act or Section
203(e) or (f) of the Investment Advisors Act of 1940,

(iv) been suspended or expelled from membership in, or
suspended or barred from association with a member of, a
national securities association registered under Section 15A of
the 1934 Act for any act or omission to act constituting conduct
inconsistent with just and equitable principles of trade;

(v) been subject to a United States Postal Service false
representation order entered under 39 U.S.C. § 3005 within
five (5) years prior to the filing of the Offering Statement or is
subject to a restraining order or preliminary injunction entered
under 39 U.S.C. § 3007 with respect to conduct alieged to have
violated 39 U.S.C. § 3005;

(vi) been covered by any registration statement which is the

subject of any pending proceeding or examination under Section
8 of the 1933 Act or is the subject of any refusal order or stop
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order within five (5) years prior to the filing of the Offering
Statement of Offering Circular; or

(vil) been covered by any filing which is subject to any pending
proceeding under Rule 258 or any similar rule adopted under
Section 3(b) of the 1933 Act, or to an order entered thereunder
within five (5) years prior to the filing of the Offering
Statement.

SECTION 4. Offering and Sale of Notes; Closing; Placement Agent Fee.

(a) Each Subscriber desiring to purchase Notes shall be required after the
Offering Statement becomes qualified, to deliver a check in full payment for the Notes
subscribed for by such Subscriber payable to the Estridge Group, Inc. Escrow Account, to the
Placement Agent.

(b) Promptly after the Placement Agent has determined that a Subscriber's
payment has been completed and delivered in accordance with the requirements therefor, and
in any event not later than 12 o'clock noon on the first business day following receipt, such
Subscriber’s payment shall be deposited in the escrow account established pursuant to the
Escrow Agreement (the “Escrow Account”) to be held in accordance with the Escrow
Agreement; provided, however, that the Company or the Placement Agent may elect not to
accept all or part of a Subscriber's payment in which case the Company shall notify the
Subscriber in writing of such fact, promptly after such election, and (i) if the Company has
determined to reject all of a Subscriber's payment, the Placement Agent or the Escrow Agent,
as the case may be, shall promptly return the Subscriber's funds for payment of the investment
price, or (ii) if the Company has determined to reject part of an Subscriber's payment, the
Placement Agent shall deposit such Subscriber's payment in the Escrow Account and instruct
the Escrow Agent to issue a check to the Subscriber to return the portion of the Subscriber's
payment attributable to the rejected portion of such investment.

(c) Interest, if any, earned on funds deposited in the Escrow Account will be
distributed to Subscribers in accordance with the Escrow Agreement, as soon as practicable
after the Closing or return of such Subscribers’ funds, as the case may be.

(d) Subscribers may terminate their subscriptions or withdraw their funds
from the Escrow Account up and until the Closing Date upon their written notification of the
Placement Agent.

(e) If, on or prior to the Offering Termination Date, a minimum of
$2,650,000 in Notes have been subscribed for and all other conditions specified in Sections 7
and 8 hereof have been satisfied or waived and all other conditions for disbursement of funds
set forth in the Escrow Agreement have been satisfied, then, prior to { ], 2007 and on
or before the earlier to occur of (i) the fifteenth full business day after the Offering
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Termination Date and (ii) any date agreed upon by the Company and you as the date for the
closing of the sale of the Notes (the “Closing”), payment shall be made to the Company of the
purchase price for the Notes for which you have obtained Subscribers, and the Company shall
deliver, promptly after the Closing, to each such Subscriber a certificate evidencing the Notes
purchased by such Subscriber. The Closing shall take place at such place and time (the
“Closing Time”) as shall be agreed upon between you and the Company.

(f) If, on or prior to the Offering Termination Date, a minimum of
$2,650,000 in Notes have not been subscribed for, or all of the conditions specified in Sections
7 and 8 hereof have not been satisfied or waived or the conditions for disbursement of funds
set forth in the Escrow Agreement have not been satisfied or waived, all funds received from
subscribers shall be promptly returned to them as specified in the Escrow Agreement.

(g) The amount of Subscribers' funds in the Escrow Account attributable to
the purchase price of the Notes shall be released to the Company if, and only if, all of the
conditions to Closing set forth in Sections 7 and 8 hereof shall have been satisfied or waived
and all other conditions for disbursement of such funds set forth in the Escrow Agreement have
been satisfied. Any funds received with respect to subscriptions that are rejected in whole or
in part shall be returned (to the extent any such subscription has been rejected) to the
Subscriber, together with interest earned thereon, if any, as soon as practicable as provided in
the Escrow Agreement and, in any event, within ten (10) business days after rejection of such
subscription.

(h) Upon consummation of the offering, the Company shall pay or cause to be
paid to you as compensation for your services a commission equal to (i) a structuring fee for
the sale of Notes computed at the rate of $20,000 per $1,000,000 in Notes sold ($53,000 at the
minimum and $100,000 at the maximum) plus (ii) 5.5% of the gross proceeds of the sale of the
Notes. Such payment shall be made at the Closing Time by certified or official bank check in
immediately available funds payable to your order.

SECTION 5. Certain Covenants, The Company covenants with you as follows:

(a) The Company will use its best efforts to cause the Offering Statement to
become qualified as promptly as possible and will notify you immediately and confirm the
notice in writing (i) of the qualification of the Offering Statement and any amendment thereto,
(ii) of the receipt of any comments from the Commission after the date hereof, (iii) of any
request by the Commission for any amendment to the Offering Statement or any amendment or
supplement to the Offering Circular or for additional information after the date hereof, and (iv)
of the issuance by the Commission of any stop order suspending the qualification of the
Offering Statement or of any order preventing or suspending the use of the Offering Circular,
or of the suspension of the qualification of the Notes for offering or sale in any jurisdiction, or
of the initiation or threatening by the Commission or other governmental authority of any
proceeding or investigation for any of such purposes. The Company will use its best efforts to
prevent the issuance of any such stop order or of any order preventing or suspending such use
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and, if any such order shall at any time be issued, to obtain the lifting thereof at the earliest
possible moment.

(b) The Company will give you notice of its intention to file any amendment
to the Offering Statement or any amendment or supplement to the Offering Circular and will
not file any such amendment or supplement to which you or your counsel shall object.

(c) The Company will deliver to you, as soon as available, as many signed
copies of the offering statement as originally filed and of each amendment thereto (including
exhibits and documents filed therewith and signed copies of all consents and certificates of
experts) as you may reasonably request, and will also deliver to you as many conformed copies
of the offering statement as originally filed and of each amendment thereto as you may
reasonably request.

(d) The Company will deliver to you, from time to time, before the offering
statement becomes qualified, as many copies of the preliminary offering circular and any
amended preliminary offering circular as you may reasonably request, and as soon as the
Offering Statement becomes qualified and thereafter from time to time during the period when
the Offering Circular is required to be delivered under the 1933 Act, such number of copies of
the Offering Circular (as amended or supplemented) as you may reasonably request for the
purposes contemplated by the 1933 Act or the 1933 Act Regulations.

(e) During the period when the Offering Circular is required to be delivered
under the 1933 Act, the Company will comply, at its own expense, with all requirements
imposed upon it by the 1933 Act and the 1933 Act Regulations, the 1934 Act, and the rules
and regulations of the Commission under the 1934 Act, as from time to time in force, so far as
necessary to permit the completion of the offering of the Notes as contemplated hereby and in
the Offering Circular.

(f) If any event shall occur as a result of which it is necessary, in the opinion
of either counsel for the Company or your counsel, to amend or supplement the Offering
Circular in order to make the Offering Circular not contain any untrue statement of 2 material
fact or omit to state a material fact necessary in order to make the statements therein, in the
light of the circumstances existing at the time the Offering Circular is delivered to a
Subscriber, not misleading or in order to otherwise comply with the 1933 Act, 1993 Act
Regulations or the 1934 Act, or if, during the period when the Offering Circular is required to
be delivered under the 1933 Act, it is necessary to amend the Offering Statement or to amend
or supplement the Offering Circular to comply with the 1933 Act or the 1933 Act Regulations,
the Company will notify you promptly thereof and will forthwith amend or supplement the
Offering Circular (in form and substance satisfactory to your counsel) so that, as amended or
supplemented, the Offering Circular or Offering Statement, as the case may be, will comply
with the 1933 Act and the 1933 Act Regulations and will not contain any untrue statement of a
material fact or omit to state a material fact necessary in order to make the statements therein,
in the light of the circumstances existing at the time it is delivered to a Subscriber, not
misleading, and will use its best efforts to cause any such amendment or supplement to become
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qualified, and the Company will furnish to you copies of such amendment or supplement
pursuant to Section 5(c) hereof. For the purposes of this subsection, the Company will furnish
such information with respect to itself as you may from time to time reasonably request.

(g) The Company will endeavor in good faith, in cooperation with you, to
qualify the Notes for offering and sale under the applicable securities or “blue sky” laws of
Indiana and each other jurisdiction agreed upon by you and the Company, to the extent
required under the laws of such jurisdiction. In each jurisdiction where the Notes shall be so
qualified, the Company will make and file such statements and reports as are or may be
required by the laws of such jurisdiction to continue such qualification in effect for a period of
not less than one year from the qualified date of the Offering Statement.

(h) Subject to the terms hereof and thereof, the Company will do and perform
all things required to be done or performed by it prior to the Closing Time pursuant to the
Operative Documents.

(1) The Company will use the proceeds from the sale of the Notes in the
manner specified in the Offering Circular under the caption “Use of Proceeds.”

(3) The Company will make generally available to the Trustee and the
Placement Agent as soon as practicable, but not later than 45 days after the close of the period
covered thereby, an earnings statement (in form complying with the provisions of Section 11(a)
of the 1933 Act and Rule 158 under the 1933 Act Regulations) covering a period of twelve
(12) months beginning not later than the first day of the Company's fiscal quarter next
following the qualification date of the Offering Statement. The Placement Agent will deliver
such earnings statement to the holders of the Notes upon written request by the individual
holders.

(k) The Company will make generally available to the Placement Agent as
soon as practicable, but not later than the 15" day after the close of the month covered thereby,
internally prepared monthly financial statements in such form as are normally prepared and
utilized by the management of the Company in reviewing the financial performance and
condition of the Company, which form shall be in substantial compliance with generally
accepted accounting standards provided that footnotes shall not be required other than as may
be necessary, in the reasonable opinion of the Company officer responsible for preparation of
such statements, for the understanding of the financial statements. The Placement Agent shall
not deliver or make available to the holders of the Notes the monthly financial statements.

(I) The Company will file with the Commission such reports on Form 2-A as
may be required pursuant to Rule 463 under the 1933 Act and the 1933 Act Regulations and
will submit to you, as soon as practicable after the filing thereof, sufficient copies of such
reports.

SECTION 6. Expenses. Whether or not the transactions contemplated by this
Agreement are consummated or this Agreement subsequently is terminated, the Company shall
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pay all costs and expenses incident to the performance of the obligations of the Company under
this Agreement, including, without limitation, all costs and expenses in connection with (a) the
issuance, sale, and delivery of the Notes pursuant to this Agreement (including all transfer and
other taxes, if any, payable thereon); (b) the filing, printing, duplication, and delivery of the
offering statement as originally filed and each amendment thereto (including all exhibits thereto),
each preliminary Offering Circular, the Offering Circular and any amendments thereof and
supplements thereto, the “blue sky” memorandum, this Agreement, and other documents
supplied to the Placement Agent in connection with the offering; (¢} the fees and disbursements
of counsel and accountants for the Company; and (d) the filing fees and expenses incurred in
connection with qualifying the Notes under the laws of certain jurisdictions as aforesaid and in
connection with the review of the terms of the offering by the NASD, including the fees and
disbursements of your counsel in connection therewith and in connection with any “blue sky”
survey or memorandum.

Whether or not the transactions contemplated by this Agreement are consummated or this
Agreement subsequently is terminated, the Company also shall reimburse the Placement Agent,
on an actual, accountable, out-of-pocket basis (and exclusive of the fees and commissions
provided for in Section 4) for (i) the Placement Agent’s expenses, up to a maximum of $50,000;
and (i1) the cost of Placement Agent's legal counsel, up to a maximum of $100,000.
Notwithstanding the foregoing, nothing herein shall be construed to require the Company to pay
any compensation to the Placement Agent that is prohibited by Rule 2710(f)(2)(D) of the NASD
Conduct Rules.

SECTION 7. Conditions of Placement Agent Obligations. The obligations of the
Placement Agent hereunder and the occurrence of the Closing hereunder, are subject to the
accuracy, as of the date hereof and the Closing Time (as if made at the Closing Time), of the
representations and warranties of the Company herein contained, to the performance by the
Company of its obligations hereunder, and to the following further conditions:

(a) The Offering Statement shall initially become qualified by the Commission
not later than 5:00 P.M., Indianapolis, Indiana time on May 31, 2007, or at such later time and
date as may be agreed to in writing between you and the Company; and, at the Closing Time,
(1) no stop order suspending the qualification of the Offering Statement shall have been issued
under the 1933 Act, (ii) no proceeding relating to the accuracy or completeness of the Offering
Statement or the Offering Circular or that might result in suspension of the use of the Offering
Statement or Offering Circular shall have been initiated or threatened by the Commission, and
(iii) all requests for additional information on the part of the Commission shall have been
complied with to your reasonable satisfaction.

{b) At Closing Time the Placement Agent shall have received:
(i) The favorable opinion of Krieg DeVault LLP, counsel for the

Company, dated as of the Closing Time, in form and substance satisfactory to the Placement
Agent, to the effect that:
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(A) The Company has been duly organized and
is validly existing under the laws of Indiana with full
power and authority to conduct the business in which it
is engaged as described in the Offering Circular and to
enter into the Operative Documents to which it is a party
and to perform its obligations hereunder and thereunder.

(B) The Company is duly qualified or registered
as a foreign corporation in each jurisdiction in which the
ownership of its properties or the conduct of its business
make such qualification or registration necessary.

(C) Each Subsidiary has been duly organized and
is validly existing under the laws of the jurisdiction in
which it has been organized with full power and
authority to conduct the business in which it is engaged
as described in the Offering Circular.

(D) Each Subsidiary is duly qualified or
registered as a foreign corporation or entity in each
jurisdiction in which the ownership of its properties or
the conduct of its business make such qualification or
registration necessary.

(E) There are no options, warrants, or other
agreements or preemptive, conversion, or other
preferential purchase rights granted or issued by or
binding upon the Company for the purchase or
acquisition of any of the Notes other than as described in
the Offering Circular or pursuant to this Agreement.

(F) The Notes conform to the description thereof
contained in the Offering Circular and Indenture of
Trust and the certificates to be issued to evidence the
Notes are in due and proper form.

(G) This Agreement has been duly and validly
authorized, executed, and delivered by the Company
and, assuming due authorization, execution and delivery
by the other party or parties hereto, is a valid and
binding agreement and is enforceable against the
Company in accordance with its terms.

(H) The Escrow Agreement has been duly and
validly authorized, executed, and delivered by the
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Company and, assuming due authorization, execution
and delivery by the other party or parties thereto, is a
valid and binding agreement and is enforceable against
the Company in accordance with its terms.

(I) The Indenture of Trust has been duly and
validly authorized, executed, and delivered by the
Company and, assuming due authorization, execution
and delivery by the other party or parties thereto, is a
valid and binding agreement and is enforceable against
the Company in accordance with its terms.

(J) The execution and delivery of the Operative
Documents, the performance of the obligations set forth
herein or therein, and the consummation of the
transactions contemplated hereby or thereby or in the
Offering Circular do not and will not conflict with or
result in a breach of any of the terms, conditions, or
provisions of, or constitute a default under or result in a
violation of, (i) any of the Operative Documents; (ii) the
articles of incorporation, by-laws, or other charter or
organizational documents of the Company or any
Subsidiary; (iii) any law, order, rule, or regulation of
any court or governmental authority having jurisdiction
over the Company, any Subsidiary, or any of their
respective assets or properties; or (iv) to the best
knowledge of such counsel, any bond, debenture, note,
other evidence of indebtedness, contract, indenture,
mortgage, loan agreement, lease, joint venture, or other
agreement or instrument to which the Company or any
Subsidiary is a party or by which they or any of them or
any of their respective assets or properties are bound,
which conflict, breach, default, or violation described in
this clause (iv) has had or would have a material adverse
effect upon any of the transactions contemplated by the
Operative Documents or in the Offering Circular, or
upon the earnings, business affairs, properties, business
prospects, or condition (financial or otherwise) of the
Company or any Subsidiary.

(K) No consent, approval, authorization, or
order of any court or governmental agency or body is
required in connection with the issuance, sale, or
delivery of the Notes pursuant to this Agreement or the
consummation of the transactions contemplated by the
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Operative Documents or the Offering Circular except
such as may be required under the 1933 Act, the 1933
Act Regulations, state securities or “blue sky” laws,
and as described in the Offering Circular.

(L) To the best knowledge of such counsel, the
Company and the Subsidiaries have all franchises,
grants, authorizations, licenses, permits, consents,
certificates, and orders (“licenses™) necessary for each
of them to conduct the business in which it is engaged,
as described in the Offering Circular, except for any
license the absence of which would not have a material
adverse effect on the earnings, business affairs,
properties, business prospects, or condition (financial or
otherwise) of the Company and the Subsidiaries and
except as described in the Offering Statement and the
Offering Circular. To the best knowledge of such
counsel, all such licenses are valid and in full force and
effect.

(M) Neither the Company nor any Subsidiary (i)
is in violation of its articles of incorporation, by-laws or
other charter or organizational documents, or, to the
best knowledge of such counsel, (i) 1s in violation of
any law, order, ruie, or regulation of any court or
governmental authority having jurisdiction over the
Company, any Subsidiary, or any of their respective
assets or properties, or (iii) is in default in the
performance or observance of any other obligation,
agreement, covenant, or condition contained in any
bond, debenture, note, other evidence of indebtedness,
contract, indenture, mortgage, loan agreement, lease,
joint venture, or other agreement or instrument to which
it is a party or by which any of its respective properties
are bound, which default described in this clause (iii)
has had or would have a material adverse effect upon
any of the transactions contemplated by the Operative
Documents or in the Offering Circular or upon the
earnings, business affairs, properties, business
prospects, or condition {financial or otherwise) of the
Company and the Subsidiaries.

(N) There is no action, suit, proceeding, or, to

the best knowledge of such counsel, investigation before
or by any court or governmental agency or body,
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domestic or foreign, now pending or, to the best
knowledge of such counsel, threatened against or
affecting the Company or any Subsidiary or any director
or officer of the Company or any Subsidiary or to which
any of their respective assets or properties are subject,
that is required to be disclosed in the Offering Statement
(other than as disclosed therein), or if determined
adversely to the Company or any Subsidiary or any such
director or officer would have a material adverse effect
on the purchase and sale of the Notes or would result in
any material adverse change in the earnings, business
affairs, business prospects, or condition (financial or
otherwise) of the Company and the Subsidiaries or
would have a material adverse effect on the properties or
assets of any of them.

(O) There is no pending legal or governmental
proceeding or, to the best knowledge of such counsel,
investigation to which the Company or any Subsidiary
or any of their directors or officers is a party or to
which any of their property is subject that is not
described in the Offering Statement, including ordinary
routine litigation incidental to their business, that is,
considered in the aggregate, material to any of them or
their respective properties or assets.

(P) There are no contracts or documents that are
required to be described in the Offering Statement or the
Offering Circular or to be filed as exhibits to the
Offering Statement by the 1933 Act or by the 1933 Act
Regulations that have not been so described or filed.

(Q) Neither the Company nor any Subsidiary is
an “investment company,” as that term is defined in the
Investment Company Act of 1940, as amended, or is
subject to regulation under such Act.

(R) The Offering Statement is qualified under the
1933 Act Regulations and, to the best knowledge of such
counsel, no stop order suspending the qualification of
the Offering Statement has been issued under the 1933
Act or proceedings for that purpose initiated or
threatened by the Commission.
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(S) At the time the Offering Statement initially
became qualified and at the time any post-qualification
amendment thereto became qualified, the Offering
Statement and the Offering Circular (except as to the
financial statements and other financial and statistical
information included therein, as to which no opinion
need be rendered) complied as to form in all material
respects with the requirements of the 1933 Act
Regulations, Form 1-A under the 1933 Act Regulations
and the 1933 Act.

(T) The provisions of the articles of
incorporation and by-laws of the Company, as in effect
on the date of the Offering Circular, are valid and
enforceable under the laws of Indiana.

(U) Such counsel has reviewed the statements in
the Offering Circular under the caption “Description of
the Subordinated Notes” and such statements are correct
and complete in all material respects and constitute a fair
presentation of all information purported to be set forth
therein.

In addition, such counsel shall state that such counsel has participated in the preparation of the
Offering Statement and the Offering Circular and each amendment or supplement thereto and
that no facts have come to such counsel's attention that lead such counsel to believe that the
Offering Statement (other than the financial statements and other financial and statistical
information included therein, as to which such counsel need express no belief), at the time the
Offering Statement initially became qualified or at the time any post-qualified amendment
thereto became qualified, contained an untrue statement of a material fact or omitted to state a
material fact required to be stated therein or necessary to make the statements therein not
misleading or that the Offering Circular (other than the financial statements and other financial
and statistical information included therein, as to which such counsel need express no belief),
at the time the Offering Statement initially became qualified or at the time any post-qualified
amendment thereto became qualified or at the Closing Time, contained an untrue statement of a
material fact or omitted to state a material fact necessary in order to make the statements
therein, in light of the circumstances under which they were made, not misleading.

In giving its opinion, such counsel may rely as to matters of law other than federal law
and the laws of Indiana upon an opinion or opinions of other counsel satisfactory to you and
addressed and delivered to you at the Closing Time, which opinion or opintons shall be in form
and substance satisfactory to you or to your counsel,

The opinions expressed in paragraphs ((G), (H), (I) and (J)} above as to the enforceability
of the documents referred to therein may be qualified to the extent that such enforceability may

21-




be limited by bankruptcy, insolvency, reorganization, liquidation, moratorium, and other similar
laws affecting the rights and remedies of creditors generally. Moreover, such counsel may state
in its opinion that the enforceability of such documents is subject to general principles of equity
(regardless of whether such enforceability is considered in proceedings in equity or at law).

(i1) The favorable opinion of your counsel, dated as of Closing Time,
with respect to the Offering Statement, the Offering Circular, and such other matters as you
may reasonably require. In giving their opinion, such counsel may rely (without making other
investigations with respect thereto) upon the opinion delivered pursuant to Section 7(b)(i)
hereof.

(c) At the time the Offering Statement initially became qualified, you shall
have received from Somerset CPAs, P.C. a comfort letter regarding the financial statements of
the Company contained the Offering Circular in form and substance satisfactory to you.

(d) At Closing Time you shall have received from Somerset CPAs, P.C. a
letter, dated as of Closing Time, in form and substance satisfactory to you, to the effect that it
reaffirms the statements made in the letter furnished by it pursuant to subsection (c) of this
Section, except that the specified date referred to shall be a date not more than five business
days prior to Closing Time.

(e) At Closing Time you shall have received a memorandum, addressed to
you, prepared by your counsel and relating to the securities or “blue sky” laws of the
jurisdictions designated by the Company in accordance with the provisions of Section 5(g)
hereof, supplying information concerning the extent to which and conditions upon which offers
made by the Offering Circular and sale of the Notes sold at Closing Time will be in
compliance with such securities or “blue sky” laws and indicating the “blue sky” action, if
any, that was taken in each of such jurisdictions so as to permit such offers and sales indicated
in such survey. Such memorandum (which shall be understood not to constitute an opinion of
law) may be based upon an examination of the statutes and regulations, if any, of such
jurisdictions as reported in standard compilations and upon interpretive advice obtained from
representatives of certain securities commissions.

(D At the Closing Time, you shall have received a written certification from
the appropriate officers of the Company as to the accuracy and completeness of the Offering
Circular and the Offering Statement.

(g) At Closing Time, there shall not have been, since the respective dates as
of which information is given in the Offering Statement and the Offering Circular, any material
adverse change in the earnings, business affairs, properties, business prospects, or condition
(financial or otherwise) of the Company and the Subsidiaries, or any casualty loss or material
condemnation that would have a material adverse effect on the earnings, business affairs,
properties, business prospects, or condition (financial or otherwise) of the Company or its
Subsidiaries, whether or not arising in the ordinary course of business, or that would
materially adversely affect the purchase or sale of the Notes, and you shall have received a
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certificate of the President or Executive Vice President of the managing member of the
Company, dated as of Closing Time, to the effect, to the best knowledge of such officer, that
(1) there has been no such material adverse change, (ii) the representations and warranties in
Section 2 are true and correct with the same force and effect as though expressly made at and
as of Closing Time, (iii) the Company has complied with all agreements and satisfied all
conditions on its part to be performed or satisfied at or prior to Closing Time, and (iv) all
conditions to the obligations of the Placement Agent and the Closing under this Section 7 have
been and are satisfied at and as of the Closing Time.

(h) If any of the conditions specified in this Section 7 shall not have been
fulfilled when and as required to be fulfilled, this Agreement and all of your obligations
hereunder may be terminated by you by notifying the Company of such termination in writing
or by telegram at any time at or prior to Closing Time and any such termination shall be
without liability of any party to any other party, except that the provisions of Sections 6, 9,
and 10 hereof shall survive such termination.

SECTION 8. Conditions of the Company's Obligations. The obligations of the
Company to close hereunder are subject: (i) to the accuracy of the representations and warranties
of the Placement Agent contained herein, which must be true and correct as of the date hereof
and at Closing Time; (11) to the performance by the Placement Agent of its obligations hereunder;
and (iii) to the obtaining of legally valid and binding subscriptions for at least $2,650,000 in
Notes and receipt by the Escrow Agent of full payment of the purchase price for such Notes on or
before the Offering Termination Date. If any of the conditions specified in this Section 8 shall
not have been fulfilled when and as required to be fulfilled, this Agreement and all obligations of
the Company hereunder may be terminated by the Company by notifying you of such termination
in writing or by telegram at any time at or prior to Closing Time, and any such termination shall
be without liability of any party to any other party, except that the provisions of Sections 6, 9,
and 10 hereof shall survive such termination.

SECTION 9. Indemnification. (a) The Company agrees to indemnify and hold
harmless the Placement Agent, and each person, if any, who controls the Placement Agent within
the meaning of Section 15 of the 1933 Act, as follows:

(i) against any and all loss, liability, claim, damage, and expense
whatsoever arising out of any untrue statement or alleged untrue statement of a material fact
contained in the Offering Statement (or any amendment thereto), or the omission or alleged
omission therefrom of a material fact required to be stated therein or necessary to make the
statements therein not misleading, or arising out of any untrue statement or alleged untrue
statement of a material fact contained in any offering circular or the Offering Circular (or any
amendment or supplement thereto) or the omission or alleged omission therefrom of a material
fact necessary in order to make the statements therein, in light of the circumstances under
which they were made, not misleading;

(i1) against any and all loss, liability, claim, damage, and expense
whatsoever to the extent of the aggregate amount paid in settlement of any litigation or of any
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investigation or proceeding by any governmental agency or body, commenced or threatened,
or by any claim whatsoever based upon any such untrue statement or omission, or any such
alleged untrue statement or omission, if such settlement is effected with the written consent of
the Company; and

(ii1) against any and all expense whatsoever {including, subject to
Section 9(c), the fees and disbursements of counsel chosen by you) reasonably incurred in
investigating, preparing, or defending against any litigation or investigation or proceeding by
any governmental agency or body, commenced or threatened, or any claim whatsoever based
upon any such untrue statement or omission, or any such alleged untrue statement or omission,
to the extent that any such expense is not paid under (i) or (ii) above; provided, however, that
this indemnity agreement does not apply to any loss, liability, claim, damage, or expense to the
extent, but only to the extent, arising out of any untrue statement or omission or alleged untrue
statement or omission made in reliance upon and in conformity with written information
contained in the Section of the offering circular captioned “Underwriting” furnished to the
Company by or on behalf of you expressly for use in the Offering Statement {or any
amendment thereto) or any preliminary Offering Circular or the Offering Circular (or any
amendment or supplement thereto).

(b) The Placement Agent agrees to indemnify and hold harmless the Company
and each director or officer of the Company who signed the Offering Statement, and each
person, if any, who controls the Company, within the meaning of Section 15 of the 1933 Act,
against any and all loss, liability, claim, damage, and expense described in the indemnity
agreement contained in subsection (a) of this Section, but only with respect to and to the extent
arising out of untrue statements or omissions, or alleged untrue statements or omissions, made
in the Offering Statement in reliance upon and in conformity with written information
contained in the section of the Offering Circular captioned “Underwriting” furnished to the
Company by the Placement Agent expressly for use in the Offering Statement or any
preliminary offering circular or the Offering Circular.

(c) Each indemnified party shall give prompt written notice to the
indemnifying party of any action commenced against it in respect of which indemnity may be
sought hereunder by an indemnified party. Failure to so notify an indemnifying party shall not
relieve such indemnifying party from any liability that it may have otherwise than on account
of this Agreement. After such notice, if an indemnifying party shall acknowledge in writing to
such indemnified party that such indemnifying party shall be liable under this Section 9 for all
loss, liability, claim, damage, and expense of the indemnified party in connection with such
action, such indemnifying party may participate at its own expense in the defense of such
action. If it so elects within a reasonable time after receipt of such notice, an indemnifying
party may assume the defense of such action with counsel chosen by it and approved by the
indemnified parties defendant in such action, unless such indemnified parties reasonably object
to such assumption on the ground that the named parties to any such action (including any
impleaded parties) include both such indemnified parties and the indemnifying party and such
indemnified parties reasonably believe that there may be legal defenses available to them which
are different from or in addition to those available to such indemnifying party. If an
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indemnifying party shall have assumed the defense of such action in accordance with the
preceding sentence, the indemnifying party shall not be liable for any fees and expenses of
counsel for the indemnified parties incurred thereafter in connection with such action. In no
event shall an indemnifying party be liable for fees and expenses of more than one separate
firm of attorneys (in addition to any local counsel) for all indemnified parties in connection
with any one action or separate but substantially similar or related actions in the same
jurisdiction arising out of the same general allegations or circumstances. All such fees and
expenses of counsel for indemnified parties that the indemnifying party shall be responsible to
reimburse shall be reimbursed as they are incurred.

SECTION 10. Contribution. In order to provide for just and equitable contribution in
circurnstances in which the indemnity agreement provided for in Section 9 is for any reason held
to be unenforceable by a court of competent jurisdiction, although applicable in accordance with
its terms, the Company, on the one hand, and the Placement Agent, on the other hand, shall
contribute to the aggregate losses, liabilities, claims, damages, and expenses of the nature
contemplated by such indemnity agreement incurred by the Company and the Placement Agent
(a) in such proportion as is appropriate to reflect the relative benefits received by the Company,
on the one hand, and the Placement Agent, on the other, from the offering of the Notes or (b) if
the allocation provided by clause (a) above is not permitted by applicable law, in such proportion
as 1s appropriate to reflect not only the relative benefits referred to in clause (a) above but also
the relative fault (as determined by a court of competent jurisdiction or a panel of arbitration) of
the Company, on the one hand, and the Placement Agent, on the other, in connection with the
statements or omissions that resulted in such losses, liabilities, claims, damages, and expenses, as
well as any other relevant equitable considerations. The relative benefits received by the
Company, on the one hand, and the Placement Agent, on the other, shall be deemed to be in the
same proportions as the total proceeds from the offering (before deducting expenses) received by
the Company bear to the total commissions received by the Placement Agent. The relative fault
of the Company, on the one hand, and the Placement Agent, on the other, shall be determined by
reference to, and among other things, whether the untrue or alleged untrue statement of a material
fact or the omission to state a material fact relates to information supplied by the Company, on
the one hand, or by the Placement Agent, on the other, and the parties' relative intent, knowledge,
access to information, and opportunity to correct or prevent such statement or omission.

The parties agree that it would not be just or equitable if contribution pursuant to this
Section 10 were determined by pro rata allocation or by any other method of allocation which
does not take into account the equitable considerations referred to in the immediately preceding
paragraph. Notwithstanding the provisions of this Section 10, the Placement Agent shall not be
required to contribute any amount in excess of the commissions received by the Placement Agent
from the sale of Notes. No person guilty of fraudulent misrepresentation (within the meaning of
Section 11(f) of the 1933 Act) shall be entitled to contribution from any person who was not
guilty of such fraudulent misrepresentation.

For purposes of this Section, each person, if any, who controls the Placement Agent
within the meaning of Section 15 of the 1933 Act shall have the same rights to contribution as
the Placement Agent and each director or officer of the Company who signed the Offering



Statement, and each person, if any, who controls the Company within the meaning of Section 15
of the 1933 Act shall have the same rights to contribution as the Company.

SECTION 11. Survival of Representations, Warranties and Agreements. All
representations, warranties, and agreements contained in this Agreement or contained in
certificates of the Company submitted pursuant hereto, shall remain operative and in full force
and effect, regardless of any investigation made by or on behalf of the Placement Agent or any
controlling person of the Placement Agent, or by or on behaif of the Company, and shall survive
Closing Time.

SECTION 12. Effective Date of this Agreement and Termination Thereof.

(a) This Agreement shall become effective immediately upon acceptance and
delivery hereof by the Placement Agent.

(b) The Placement Agent may terminate this Agreement by notice to the
Company at any time at or prior to Closing Time in accordance with the provisions of Section
7 hereof or (i) if there has been, since the respective dates as of which information is given in
the Offering Statement, any material adverse change in the earnings, business affairs,
properties, business prospects, or condition (financial or otherwise) of the Company or the
Subsidiaries, whether or not arising in the ordinary course of business, as in the judgment of
the Placement Agent would make it inadvisable to proceed with the offering, sale, or delivery
of the Notes; or (ii) if there has occurred any outbreak of hostilities or other calamity or crisis
the effect of which on the financial markets of the United States is such as to make impractical,
in your judgment, the offering, sale, or delivery of the Notes.

(¢) The Company may terminate this Agreement by notice to the Placement
Agent in accordance with the provisions of Section 8 hereof.

(d) Any termination of this Agreement shall be without liability of any party
to any other party, except that the provisions of Sections 6, 9, and 10 hereof shall survive such
termination.

(€} Notice of termination of this Agreement pursuant to subsection (b) of this
Section, shall be given by telephone, facsimile, or telegram and confirmed in writing in
accordance with Section 13 hereof.

SECTION 13. Notices. Except as herein otherwise provided, all communications
hereunder shall be in writing and, if sent to the Placement Agent, shall be mailed, delivered via
messenger or facsimile, or telegraphed and confirmed to Indiana Secunties, LLC, 1705 North
Meridian Street, Indianapolis, Indiana 46202, or if sent to the Company, shall be mailed,
delivered, telecopied, or telegraphed and confirmed at 14300 Clay Terrace Boulevard, Suite 200,
Carmel, Indiana 46032, Attention: Paul J. Hayes.
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SECTION 14. Parties. This Agreement shall inure to the benefit of and be binding
upon the Placement Agent, the Company, and their respective successors. Nothing expressed or
mentioned in this Agreement is intended or shall be construed to give any person, firm, or
corporation, other than the parties hereto and their respective successors and the controlling
persons and the directors and officers referred to in Sections 9 and 10 hereof, any legal or
equitable right, remedy, or claim under or in respect of this Agreement or any provision herein
contained; this Agreement and all conditions and provisions hereof being intended to be and
being for the sole and exclusive benefit of the parties hereto and their respective successors and
such controlling persons and officers and directors, and for the benefit of no other person, fimm,
or corporation.

SECTION 15. Entire Contract; Governing Law. This Agreement and the Escrow
Agreement contain all of the representations and the entire contract between the parties hereto
and supersede any previous agreement between the parties with respect to the matter contained
herein, oral or written. This Agreement shall be governed by the laws of the State of Indiana
(other than the choice of law rules thereof).

If the foregoing is in accordance with your understanding of our agreement, please sign
and return to us a counterpart hereof, whereupon this instrument together with all counterparts
will become a binding agreement between the Company and you in accordance with its terms.

Very truly yours,

THE ESTRIDGE GROUP, INC.

By:
Paul Estridge, Jr., President

Confirmed and accepted as of the date first above written:

INDIANA SECURITIES, LLC

By:

Frank D. Neese, President
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BCE ASSOCIATES I, LLC,
an Indiana limited liability company
OPERATING AGREEMENT
among

Estridge Development Company, Inc.
an Indiana corporation

as a Member and the Manager
and

Billy Creek Associates, LP,
an Indiana limited partnership

as a Member



BCE ASSOCIATES [, LIL.C

OPERATING AGREEMENT

This Operating Agreement (“Agreement”) is made as of November 2, 2005 by and
between Estridge Development Company, Inc., (“Estridge™), and Billy Creek Associates, LP, an
Indiana limited partnership (“Billy Creek”)(Biily Creek, collectively with its Permitted
Transferees, referred to as the “Investors™).

Definitions of certain terms used in this Agreement are set forth in the Glossary of
Defined Terms attached to and forming a part of this Agreement.

On October 31, 2005, Estridge formed the Company to develop a planned residential
community located in Hamilton County, Indiana, known as Grandin Hall (as further defined
below, the “Project™), on property previously owned by Estridge. Estridge has previously
contributed all of its right, title and interest in and to the Project to the Company. Substantially
all of the stock of Estridge and The Estridge Group, Inc. (“Builder”) is owned by Paul E.
Estridge, Jr. (the “Guarantor”). As of the date of this Agreement, the Company and Builder are
entering into a Residential Lot Sales Agreement (the “Lot Sales Agreement”) pursuant to which
Builder will purchase from the Company upon the terms and conditions set forth in the Lot Sales
Agreement all of the lots developed by the Company (the “Lots™) in accordance with the
Proforma Financial Information attached hereto as Exhibit C (the “Proforma™). Estridge and
Builder have represented and warranted to the Investors on Exhibit G hereto that each of the
Investors will receive an Internal Rate of Return on its investment in the Company of 19.5%
based on the distributions the Company will make to the Investors hereunder from the Revenues
the Company will receive from Builder. Builder and Estridge acknowledge that their covenants
and other obligations under this Agreement and the Lot Sales Agreement, the representations and
warranties set forth on Exhibit G, and the personal guaranty of the Guarantor, are the primary
inducement for the Investors' investment in the Company.

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, and in consideration of the mutual agreements set forth in this Agreement and
intending to be legally bound, the parties hereto agree as follows:

Atrticle 1
The Company

Section 1.1  Organization and Continuation. The Members hereby agree to continue
the Company as a limited liability company under the Act as of the day and year first above
written, for the purposes and upon the terms and conditions set forth in this Agreement.

Section 1.2 Name. The name of the Company shall continue to be BCE Associates I,
LLC and all business of the Company shall continue to be conducted in such name. The
Manager shall cause to be filed such certificates as may be required to ensure that the Company
is in compliance with the Act, any relevant assumed or trade name laws and other applicable
laws.



Section 1.3 Place of Business. The principal office of the Company shall be located at
1041 West Main Street, Carmel, Indiana, or at such other place as may be approved by the
Manager.

Section 1.4  Purpose. The sole purposes of the Company shall be to acquire that
certain real estate located in Hamilton County, Indiana described on Exhibit B (the “Property”),
and to improve, own, and dispose of the Property in accordance with the Plans and
Specifications and the Business Plan attached as Exhibit D and as otherwise provided in this
Agreement (the “Project™).

Section 1.5  Purposes Limited. The Company’s activities shall be only for the
purposes specified in Section 1.4. Except as otherwise provided in this Agreement, the
Company shall not engage in any other activity or business and no Member shall have any
authority to hold itself out as an agent of another Member in any other business or activity.

Section 1.6  No Payments of Individual Obligations. The Company’s credit and assets
shall be used solely for the benefit of the Company. No asset of the Company shall be
transferred or encumbered for or in payment of any individual obligation of a Member.

Section 1.7  Statutory Compliance.

(a)  The Company shall exist under and be governed by, and this Agreement
shall be construed in accordance with, the applicable laws of the State of Indiana. The
Manager shall make all filings and disclosures required by, and shall otherwise comply
with, all such laws. Additionally, the Company shall make all filings and pay all fees
required to qualify the Company as a foreign limited liability company in each state in
which the Company conducts any business and such qualification is necessary for the
Members to maintain limited liability status.

(b)  The Manager shall execute and file in the appropriate records any assumed
or fictitious name certificate or certificates required by law to be filed in connection with
the formation, qualification and continuation of the Company as a limited liability
company, and shall execute and file such other documents and instruments and pay such
fees as may be necessary or appropriate with respect to such formation, qualification and
continuation of, and conduct of business by, the Company.

Section 1.8  Title to Property. All real and personal property owned by the Company
shall be owned by the Company as an entity and, insofar as permitted by applicable law, no
Member shall have any ownership interest in such property in its individual name or right except
as expressly provided in this Agreement and each Member’s interest in the Company shall be
personal property for all purposes.

Section 1.9  Duration. The duration of the Company shall be perpetual, until dissolved
pursuant to Article 9 of this Agreement.




Section 1.10  Registered Office and Registered Agent. The Company’s initial registered
agent for service of process and the registered office shall be that Person and location reflected in
the Articles of Organization filed with the Indiana Secretary of State. The registered office and
registered agent may be changed from time to time by filing the address of the new registered

office and/or the name of the new registered agent with the Indiana Secretary of State pursuant to
the Act.

Article 2
The Members

Section 2.1  Identification. Estridge and Billy Creek shall be the initial Members of
the Company. No other Person may become a Member except by way of a Transfer specifically
permitted under and effected in compliance with Article 8 of this Agreement.

Section 2.2  Withdrawals. A Member may not withdraw from the Company except
upon liquidation of the Company pursuant to Article 9 or by a permitied Transfer pursuant to
Article 8. Except as otherwise provided herein, a Member shall not have the right to demand or
withdraw all or any portion of its capital contributions or any other distribution until the time of
(and on the same terms as) any such return or distribution is required to be made pursuant to
Section 4.1. In no event shall a Member have a right to demand or receive property other than
cash in return for capital contributions or otherwise.

Section 2.3  Conlilicts.

(@) The Members and their Affiliates may conduct any business or activity
whatsoever that is unrelated to the Property or the Project (including the acquisition,
development, leasing, operation and sale of other real property) without any
accountability to the Company or to any Member even if such business or activity
competes with the business of the Company. Each Member understands that the other
Members and their Affiliates may be interested, directly or indirectly, in various other
such businesses and undertakings and each Member waives any rights it might otherwise

have to share or participate in such other interests or activities of the other Members and
their Affiliates.

(b)  No Member or its Affiliates shall enter into any transaction with the
Company or related to the Property or the Project unless the material facts of the
transaction and the Member's (or its Affiliate's) interest is disclosed to the other Members

and the transaction is authorized, approved or ratified by the Majority Investors and
Estridge.

Section 2.4  Reimbursement and Fees. Unless expressly provided for in the Proforma
or in this Agreement, no Member and no Affiliate of a Member shall be paid any compensation
by the Company for services to the Company or be reimbursed by the Company for any expenses
whatsoever including, without limitation, overhead or general administrative expenses; provided,
however, that the Company will reimburse the Investors for (a) all reasonable legal, accounting
and other out-of-pocket expenses incurred by them in connection with (i) enforcing or defending
(or determining whether or how to enforce or defend) any rights of the Investors under this
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Agreement, the Lot Sales Agreement or any Related Document or (i} any insclvency or
bankruptcy of the Company, Estridge or the Builder or in connection with any work-out or
restructuring of the transactions contemplated hereby and (b) one-half of all reasonable legal,
accounting and other out-of-pocket expenses incurred by them in connection with the
structuring, negotiation and documentation of the transactions contemplated by this Agreement,
the Lot Sales Agreement, any Related Document or the Project, or any subsequent amendments
thereof.

Section 2.5  No Liability of Members. No Member shall be liable as such for any acts,
debts or liabilities of the Company. The failure of the Company to observe any formalities or
requirements relating to the exercise of its powers or management of its business or affairs under
this Agreement or the Act shall not be grounds for imposing personal liability on the Members
for any acts, debts or liabilities of the Company.

Section 2.6  Duties of Members. Each Member shall have the duties (a) to act openly,
honestly and reasonably with each other Member and with the Company; (b) not to misap-
propriate any property or assets of the Company for such Member's own benefit or for the
benefit of any other Person; and (c) not to make any willful misrepresentation, or any statement
that effectively constitutes a willful misrepresentation because of misleading omissions, to any
other Member of the Company that could reasonably be expected to materially adversely affect
the business, properties, assets, condition (financial or other) or prospects of the Company.
Except as set forth in the preceding sentence, no Member, as such, shall have any duty of loyalty,
duty of care or any other fiduciary duty of any character whatsoever to the Company or to any
other Member. No Member as such shall be required to devote any time to the business of the
Company.

Section 2.7  Indemnification of Investors. The Company shall indemnify, to the fullest
extent permitted by law as currently in effect or as the same may hereafter be amended, any
Person made or threatened to be made a party to any action, suit or proceeding, whether criminal,
civil, administrative or investigative, by reason of the fact that such Person is or was an Investor
or an Affiliate of any Investor. To the fullest extent permitted by law as currently in effect or as
the same may hereafter be amended, expenses incurred by any such Person in defending any
such action, suit or proceeding shall be paid or reimbursed by the Company promptly upon
receipt by it of an undertaking of such Person to repay such expenses if it shall ultimately be
determined that such Person is not entitled to be indemnified by the Company. The rights
provided to any Person by this Section shall be enforceable against the Company by such Person,
who shall be presumed to have relied upon it in continuing to be a Member of the Company.

The indemnification provided by this Section shall not be deemed exclusive of any other rights
to which a Person seeking indemnification may be entitled. No amendment of this Section shall
impair the rights of any Person arising at any time with respect to events occurring prior to such
amendment.




Article 3
Capital of the Company

Section 3.1  Initial Capital Contributions. The Members have made or shall make
contributions to the capital of the Company of cash and property in the amounts, at the agreed
values and at the times set forth opposite their respective names on Exhibit A attached hereto and
incorporated herein by reference. No interest shall accrue on any contributions to the capital of
the Company, and no Member shall have the right to withdraw or to be repaid any capital
contributed by it, except as specifically provided in this Agreement.

Section 3.2  Use of Proceeds. The Company shall use the capital contributions made
by the Investors to immediately repay in full the Company's debt to Fifth Third Bank set forth on
Schedule C to Exhibit G hereto (an shall immediately obtain a release of Fifth Third Bank's
mortgage on the Property), and otherwise solely to pay other Project Expenses provided for in
the Proforma. .

Section 3.3  No Further Capital Contributions. Except for the cash and property
required to be contributed pursuant to Section 3.1, the Members shall not be required to
contribute additional capital to the Company.

Section 3.4  Member Loans. In the event that funds are needed by the Company for its
operations, any Member may (but shall not be required to} loan such funds to the Company
under such terms and conditions as may be agreed to between the Member and the Company,
with the prior written consent of the Majority Investors.

Article 4
Distributions

Section4.1  Distribution of Available Cash. All Available Cash shall be distributed at
least quarterly on the first business day of each calendar quarter in the following order of

priority:

(a)  First, to the Investors in an amount, if any, equal to the Quarterly
Distribution Payment;

(b)  Next, to the Investors to the extent of their Undistributed Capital
Contributions as of the date of such distribution;

(¢)  Next, to the Investors to the extent of their Undistributed Priority Return
as of the date of such distribution; and

(d)  Thereafter, one hundred percent (100%) to Estridge.

All distributions to the Investors hereunder shall be payable to them pro rata in
proportion to the capital contributions made by them (or their predecessors) to the Company
pursuant to this Agreement.




Section 4.3  In-Kind Distribution. Assets of the Company shall not be distributed in
kind to the Members, without the prior written approval of the Manager and the Majority
Investors.

Section 4.4  Restriction on Distributions. The Company shall not make any
distribution to the Members unless (a) immediately after giving effect to the distribution, the
Company shail have sufficient cash available to meet the reasonably anticipated needs of the
Company; and (b) such distribution is made in compliance with the Act.

Article 5
Allocations and Tax Matters

Section 5.1  Allocation of Net Profits and Net Loss in General. Except as otherwise
provided in this Article 5, Net Profits or Net Loss of the Company (and each item thereof) for
each Fiscal Year or other period shall be allocated to the Members as follows:

(@)  Net Profits shall be allocated in the following order of priority:

(1) First, to Estridge in proportion to, and to the extent of, the amount
by which the aggregate Net Loss previously allocated to Estridge pursuant to
Section 5.1(b)(iv) exceeds the aggregate Net Profits previously allocated to
Estridge pursuant to this Section 5.1(a)(i);

(i)  Next, to the Investors to the extent of the amount by which the
aggregate Net Loss previously allocated to them pursuant to Section 5.1(b)(iii)
exceeds the aggregate Net Profits previously allocated to them pursuant to this
Section 5.1(a)(ii);

(ili)  Next, to the Investors to the extent of the amount by which their
accrued Net Priority Return for all years of the Company’s operations exceeds the
aggregate Net Profits previously allocated to the Investors pursuant to this
Section 5.1(a)(iii) for all years of the Company’s operations; and

(iv)  Thereafter, one hundred percent (100%) to Estridge.
{b)  Net Loss shall be allocated in the following order of priority:

()] First, to Estridge in proportion to, and to the extent of, the amount
by which the aggregate Net Profits previously atlocated to Estridge pursuant to
Section 5.1(a)(iv), exceeds the aggregate Net Loss previously allocated to
Estridge pursuant to this Section 5.1(b)(i);

(i)  Next, to the Investors, and to the extent of the amount by which the
aggregate Net Profits previously allocated to them pursuant to Section 5.1(a)(iii),
exceeds the aggregate Net Loss previously allocated to them pursuant to this
Section 5.1(b)(ii);



(iii)  Next, to the Investors to the extent of the amount by which their
Undistributed Capital Contributions exceed the excess of (1) the aggregate Net
Loss previously allocated to them pursuant to this Section 5.1(b)(iii), over (2) the
aggregate Net Profits previously allocated to them pursuant to Section 5.1(a)(ii);
and

(iv)  Thereafter, one hundred percent (100%) to Estridge.

Section5.2  Income Offset. Notwithstanding any other provision of this Agreement,
no Net Loss or item of deduction or loss shall be allocated to a Member to the extent such
allocation would cause or increase a deficit balance in such Member’s capital account. In
determining the extent to which the previous sentence is applicable in any Fiscal Year, each
Member’s capital account also shall be reduced by (i) allocations of loss and deduction that, as of
the end of such Fiscal Year, reasonably are expected to be made to such Member pursuant to
Section 704(e)(2) of the Code, Section 706(d) of the Code and Treasury Regulations Section
1.751-1(b)}(2)(i1), and (ii) distributions that, as of the end of such Fiscal Year, reasonably arc
expected to be made to such Member to the extent they exceed offsetting increases to such
Member’s capital account that reasonably are expected to occur during (or prior to) the Company
taxable years in which such distributions reasonably are expected to be made. Any deduction
denied to a Member because of this Section 5.2 shall be allocated to the other Members in
proportion to their respective Interests. If any Member unexpectedly receives an allocation or
distribution described in clause (i) or (ii) above, which causes a deficit balance in such Member’s
capital account (as modified pursuant to this Section 5.2), such Member will be allocated items
of income and gain (consisting of a pro rata portion of each item of Company income and gain
for such year) in an amount and manner sufficient to eliminate such deficit, as quickly as
possible.

Section 5.3  Compliance with Regulations. The foregoing provisions of this
Agreement relating to the allocation of Net Profit and Net Loss are intended to comply with
Treasury Regulations Section 1.704-1(b) and shall be interpreted and applied in a manner
consistent with such regulations. The Members expect and intend that upon the liquidation of
the Company, after giving effect to all contributions and all allocations for all periods, and to
distributions of the Undistributed Capital Contributions plus all Undistributed Priority Returns,
the Members’ capital accounts will have positive balances in proportions that are consistent with
the manner in which distributions wiil be made under Section 4.1. If at any time it becomes
apparent that this would not be the result, then the allocations provided for in this Article 5 shall
be modified in a manner consistent with Treasury Regulations Section 1.704-1(b) and 1.704-2(b)
and Approved by the Members to the extent necessary to cause the Members’ capital account
balances to be in such proportions.

Section 5.4  Special Basis Adjustment. In connection with any Transfer of an Interest
permitted by the terms of this Agreement, or any distribution of Company property to a Member,
the Company (at the written request of any Member) shall elect under Section 754 of the Code,
at the time and in the manner provided in Treasury Regulations Section 1.754-1(b) (or any like
statute or regulation then in effect), to adjust the basis of the Company’s assets, provided that in
the case of a Transfer the transferee pays all costs incurred by the Company in connectlon
therewith, including reasonable attorneys” and accountants’ fees.
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Section 5.5  Tax Matters Partner. The Manager is hereby designated as the “Tax
Matters Partner” pursuant to the Code and, to the extent authorized or permitted under applicable
law, the Tax Matters Partner shail represent the Company in connection with all examinations of
Company affairs by taxing authorities, including resulting administrative and judicial
proceedings.

Article 6
Accounting and Records

Section 6.1 Books and Records.

(@)  The Manager shall keep at the Company’s principal office separate books
of account for the Company which shall show a true and accurate record (including bills
and invoices) of all costs and expenses incurred, all charges made, all credits made and
received and all income derived in connection with the operation of the Company
business. Such books and records shall be kept in accordance with generally accepted
accounting principles consistently applied.

(b)  Each Member shall, at its sole expense, have the right, at any time during
normal business hours and without notice to the others, to examine, copy and audit the
Company’s books and records. As often as may be reasonably requested, the Manager
shall permit any authorized representative designated by any Member, at such Member's
own expense, to visit and inspect the Project and to discuss the Company's affairs,
finances and accounts with the Manager and its representatives and the Accountants, all
upon reasonable advance notice and at reasonable times during normal business hours.

Section 6.2  Reports.

(a)  The Manager, at its own expense, shall cause a sales report to be prepared
on a quarterly basis which contains traffic information and a sales analysis of the Project.
The Manager shall distribute these quarterly reports to each Investor by within thirty (30)
days after the end of each quarter.

(b)  The Manager, at its own expense, shall cause a report to be prepared on a
quarterty basis which contains relevant information regarding the Project, including
summaries of significant actions and events taken by the Company, a statement of
sources and uses of funds, income statement and balance sheet, a comparison of the
Company’s financial results from the inception of the Company to the date of the report
with those in the Proforma, a schedule of projected taxable income for the Company and
any other information the Majority Investors may reasonably request and which can be
obtained and presented without undue effort and expense. The Manager shall distribute
these quarterly reports to the Investors within thirty (30) days after the end of each
quarter. :



(© Within forty five (45) days after the end of each Fiscal Year, the Manager
shall furnish each Member with financial statements of the Company which shall contain
a balance sheet as of the end of the Fiscal Year, statements of profit and loss, Available
Cash, and a statement of changes in the capital accounts and financial position for the
Fiscal Year then ended.

(d)  The Manager shall promptly deliver to the Investors such additional
financial and other information regarding the business and affairs of the Company and
the Project as the Majority Investors may reasonably request.

Section 6.3  Proforma. Attached as Exhibit C is a “Proforma” setting forth, on a
monthly basis, among other information, the anticipated costs of completing the Project in
accordance with the Business Plan and anticipated Revenues from sales of Lots pursuant to the
Lot Sales Agreement.

Section 6.4  IRR Analysis.

(a)  The Manager and the Builder have prepared an analysis of the expected
Internal Rate of Return on the capital to be contributed by the Investors (the “Original
IRR Analysis™), which is included in the Proforma. The Original IRR Analysis projects
that, over the life of the Project the Investors will receive at a 19.5% Internal Rate of
Return on the capital to be contributed by them hereunder. Not later than thirty (30) days
after the end of each calendar quarter or more frequently as required in Section 6.4(b), the
Manager shall prepare and deliver, at its own expense, to the Investors a revised analysis
of the projected Internal Rate of Retumn to the Investors, as of the last day of that calendar
quarter, prepared in accordance with this Section (a “Revised IRR Analysis”). Each
Revised IRR Analysis shall calculate the expected Internal Rate of Return to the
Investors (the “Projected IRR™) using (i) Revenues actually received from closed sales of
Lots as of the effective date of the report, (ii) Revenues projected for unsold Lots to be
sold in accordance with the Proforma, (iii) Project Expenses paid as of the effective date
of the report, (iv) unpaid Project Expenses which will be required to complete the Project
in accordance with the Proforma. Each Revised IRR Analysis shall contain at least as
much detail about incurred and projected Project Expenses and sales of Lots, as the
Original IRR Analysis contains.

(b)  Atany time that the Manager believes that a Revised IRR Analysis will
show a Projected IRR of less than a 19.5%, it shall immediately notify the Investors and
deliver a Revised IRR Analysis, together with a calculation of the Projected Increased
Sales Prices for Lots which are scheduled to be purchased by the Builder during the
remainder of the Project, and such other information reasonably necessary to understand
the cause or causes for the decrease in the Projected IRR. Nothing in this paragraph shall
relieve the Manager from delivering the regularly scheduled Revised IRR Analysis
required above.




Section 6.5  Tax Returns. The Manager shall cause the Accountants to prepare, at the
Company’s expense, on a cash or accrual basis, as Approved by the Members, all income and
other tax returns of the Company and, subject to the provisions of Section 7.5, cause the same to
be filed in a timely manner. Within 60 days after the end of each tax year of the Company, the
Manager shall deliver to each Person that is or was a Member at any time during such tax year,
such tax information as shall be necessary for the preparation by such Persons of their federal
income tax returns. Upon the reasonable request of any such Person, the Manager shall furnish
to such Person such additional information as is reasonably available to the Manager with respect
to the Company as may be necessary to file other required returns or reports with governmental
agencies. The Manager shall notify the Members and Assignees of any available tax refunds,
credits or exemptions promptly in writing after the Manager becomes aware thereof.

Section 6.6  Fiscal Year. The fiscal year of the Company (its “Fiscal Year”) shall be
the calendar year or any other period approved by the Manager. As used in this Agreement, a
Fiscal Year shall include any partial Fiscal Year at the beginning or end of the term of the
Company.

Section 6.7 Bank Accounts.

(@)  The Manager shall have responsibility for the safekeeping and use of all
funds and assets of the Company. The funds of the Company shall not be commingled
with the funds of any other Person and the Manager shall not employ, or permit any other
Person to employ, such funds in any manner except for the benefit of the Company.

(b)  The bank accounts of the Company shall be maintained in such banking
institutions selected by the Manager, and withdrawals shall be made only in the regular
course of Company business and as otherwise authorized in this Agreement on such
signature or signatures as the Manager may determine.

(c)  All funds of the Company shall be invested in such investments as are
Approved by the Members other than for cash management in the normal course of
business.

Article 7
Management and Operations

Section 7.1  Management. The day to day business and affairs of the Company
including, site planning and engineering, and completion of infrastructure, hardscape and
landscape on or ahead of schedule and at or below costs in the Proforma, shall be managed by its
Manager. The Manager shall direct, manage, and control the day to day business of the
Company to the best of its ability. Except for situations in which the approval of the Investors or
the Members is required by this Agreement or by nonwaivable provisions of applicable law, the
Manager shall have the authority, power, and discretion to manage and control the business,
affairs, and properties of the Company, to make all decisions regarding those matters and to
perform any and all other acts or activities customary or incident to the management of the
Company’s business and to otherwise implement the Proforma, including, but not limited to:
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(a)  To do and perform all acts as may be necessary or appropriate to the
conduct of the Company’s business;

(b)  To purchase liability and other insurance to protect the Company’s
property and business;

(¢)  To execute on behalf of the Company all instruments and documents,
including, without limitation, checks, drafts, notes and other negotiable instruments,
mortgages or deeds of trust, security agreements, financing statements, documents
providing for the acquisition, mortgage or disposition of the Company’s property,
assignments, bills of sale, leases, partnership agreements, operating agreements of other
limited liability companies and any other instruments or documents necessary to the
business of the Company; and

(d)  To enter into any and all other agreements on behalf of the Company, with
any other person for any purpose, in such forms as the Manager may approve; provided,
that any such agreements (whether or not written) between the Manager and any of its
Affiliates shall be subject to the prior written approval of the Majority Investors.

Section 7.2 Standard of Care. The Manager shall use its best efforts to cause the
Company to timely complete the Project in accordance with the Business Plan, the Plans and
Specifications and the Proforma. The Manager shall discharge its duties as Manager in good
faith, with the care an ordinarily prudent person in a like position would exercise under similar
circumstances, and in a manner the Manager reasonably believes to be in the best interests of the
Company.

Section 7.3  Insurance.

(@)  Coverage. The Manager shall procure and maintain, or cause to be
procured and maintained, at its expense, insurance in amounts that are customary and
reasonable for the Company’s business and in any event in amounts sufficient to enable
the Company to comply with applicable laws, regulations and requirements, provided
that the Company shall be responsible for the costs of liability insurance to the extent set
forth in the Proforma.

(b)  Policy Standards. All policies of insurance shall be issued by an insurer,
shall be in form and for amounts (including deductible and/or indemnity provisions)
approved by the Majority Investors, and shall name the Members and the Manager as
additional insureds.

(¢)  Administration. The Manager shall act on behalf of all named insureds
under each such insurance policy with respect to all matters pertaining to the insurance
afforded by each such policy, including the giving and receipt of notice of cancellation,
the payment of premiums and the receipt of return premiums, if any, and of such
dividends as may be declared by any of the insurance companies issuing any of such
policies.
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Section 7.4  Personnel. The Manager is authorized to exercise its powers and
discharge its duties hereunder through its officers and/or employees and representatives. Neither
the Manager nor any Affiliate of the Manager shall be required to devote its full time to the
business of the Company, but shali only be obligated to devote such time and attention to the
conduct of the business of the Company as shall be reasonably required for the conduct of such
business.

Section 7.5  Major Decisions.

(a) Unless specifically set forth in the Proforma, the Manager shall have no
authority to do any of the following acts on behalf of the Company without the prior
written approval of the Majority Investors:

(i) acquire, by purchase, lease, or otherwise, any direct or indirect
interest in any property in addition to the Property, or make any capital
improvements;

(it)  sell or convey the Project or any portion thereof or any interest
therein;

(iii)  confess a judgment against the Company, submit a Company claim
to litigation or arbitration, or settie any litigation or arbitration;

(iv)  enter into any lease or other occupancy arrangement;

(v)  admit a new Member to the Company or issue any profits interest
in the Company to any Person;

(vi)  do any act in contravention of this Agreement or which would
make it impossible or unreasonably burdensome to carry on the business of the
Company;

(vii) enter into, modify, terminate, or waive any breach of or default
under or give any consent under any agreement with the Manager or any Affiliate
of the Manager, including the Lot Sales Agrecment;

(viil) acquire an interest in or transfer property to another Person, except
pursuant to the Lot Sales Agreement;

(ix)  give any consent or approval under any contract or agreement if
the subject of such consent or approval would require approval of the Investors
under this Section were it to be undertaken directly by the Company;

(x)  effect any reorganization of the Company into any other legal

form, or any merger or consolidation of the Company with or into any other
Person;
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(xi)  incur any debt for borrowed money other than as provided in the
Proforma; or

(xii) petition or apply to any tribunal for the appointment of a trustee or
receiver or for the liquidation of any of its assets or commence any proceeding on
behalf of the Company under any bankruptcy, reorganization, arrangement,
insolvency, readjustment of debts law of any jurisdiction or consent to the filing
of any such proceedings by any other person.

Section 7.6  Fees. The Company shall pay to the Manager a fee equal to three
thousand ($3,000) at the time of closing of each Lot from the proceeds received by the Company
from the Builder under the Lot Sales Agreement. This fee shall be used by the Manager solely to
pay Administrative Expenses; provided, however, that if the Projected IRR for any Revised IRR
Analysis is less than 19.5%, the Manager shall not be paid any fee unless the Projected IRR
calculated for the next quarter has been increased to 19.5% in accordance with Section 10.3.

Section 7.6. No Resignation by Estridge. Estridge may not resign as Manager without
the prior written consent of the Majority Investors in their sole discretion.

Article 8
Transfer of Interests

Section 8.1  Restrictions on Transfer. Except as expressly provided for in this
Agreement, no Member may Transfer all or any portion of its Interest or withdraw from the

Company. Any such attempted Transfer, withdrawal or retirement not permitted hereunder shall
be null and void.

Section 8.2  Permitted Transfers. Subject to Section 8.4 below, the following
Transfers of Interests are permitted by this Agreement:

(a)  a Transfer made by an Investor to its Affiliates;

(b)  aTransfer made by an Investor who is a natural person, (i) upon the death
or disability of the Investor his personal representatives, guardians, executors,
administrators, testamentary trustees, legatees or beneficiaries (the “Estate”); (ii) to a
trust, partnership, limited liability company or other estate planning vehicle the
beneficiaries, partners or members of which are only the Investor and his spouse,
siblings, stepchildren or direct lineal ancestors or descendants (a “Trust”); (iii) made as a
gift to the Investor's spouse, lineal descendants or stepchildren (the “Family”); or (iv) by
the Estate, a Trust or the Family (the “Family Group™) to any other member of that
Family Group; or

(¢)  a Transfer made with the prior written consent of the Manager and the
Majority Investors in their discretion.
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Section 8.3  Assignee Not A Member in Absence of Approval. Notwithstanding
Section 8.2 or anything in this Agreement to the contrary, any transferee of an Interest shall be
an assignee and have no right to participate in the management of the business and affairs of the
Company, to exercise any voting power with respect to the transferred Interest, or to become a
Member, unless the Manager and the Majority Investors approve the admission of the transferee
as a Member; provided, however, that no approval for such admission shall be required if the
transferee is an existing Member, or an Affiliate or the member of the Family Group of an
existing Member, at the time of such Transfer (unless such Transfer is to a Family Group
member in connection with a divorce proceeding).

Section 84  General Transfer and Compliance Provisions.

(@)  All permitted Transfers shall be by instrument in form and substance
reasonably satisfactory to counsel for the Manager, shall contain an expression by the
assignee of its intention to accept the assignment and to accept and adopt all of the terms
and provisions of this Agreement, as the same may have been amended, and shall provide
for the payment by the assignor of all reasonable expenses incurred by the Company in
connection with such assignment, including the amendments to this Agreement necessary
to reflect such Transfer.

(b)  Notwithstanding anything to the contrary herein, in no event shall any
Member Transfer an Interest or permit any Transfers by its direct and indirect owners if,
as a result, the Company would terminate under Section 708 of the Code if such
termination would cause any Member or the Company to recognize a material amount of
income or gain or incur a material amount of expense.

Section 8.5  Tax Allocations and Cash Distributions. If any Interest is Transferred
during any Fiscal Year, Net Profits and Net Loss, or each item thereof, and all other items
attributable to such Interest for such Fiscal Year shall be allocated to the transferee in accordance
with Section 706(d) of the Code, using any conventions permitted by law and selected by the
Manager. All distributions paid on or before the date of a Transfer shall be paid to the transferor,
and all distributions paid thereafter shall be made to the transferee. Any reference in this
Agreement to a capital contribution of, or distribution to, a Person shall include all capital
contributions or distributions previously made by or to any predecessor of such Person on
account of its Interest so transferred. If a Transfer does not comply with the provisions of this
Article 8, then all of such items shall be allocated to the Person who attempted to make the
Transfer.

Article 9
Termination of the Company

Section 9.1  Events of Dissolution. The Company shall dissolve upon the first to occur
of the following events:

(a) at the election of the Majority Investors at any time after the Majority
Investors notify Estridge that an Event of Default has occurred, whether or not the
Majority Investors have exercised their right to remove Estridge;
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(b) the sale or other disposition of all or substantially all of the assets of the
Company with the prior written approval of the Majority Investors, unless such sale or
other disposition involves any deferred payment of the consideration for such sale or
disposition, in which case the Company shall not dissolve until the last day of the
calendar year during which the Company shall receive the balance of such deferred
payment;

(¢)  the mutual written determination of the Manager and the Majority
Investors to dissolve the Company;

{d)  atany time that there ceases to be at least one Member; or

(¢)  the issuance of a decree of dissolution by a court of competent
jurisdiction.

Section 9.2  Effect of Dissolution. Upon dissolution of the Company pursuant to

Section 9.1, the Company shall continue solely for the purposes of liquidating all of the assets
owned by the Company (until all such assets have been sold or liquidated) and collecting the
proceeds from such sales and all receivables of the Company or until the same have been written
off as uncollectible. Upon such dissolution, the Company shall engage in no business thereafter
other than that necessary to cause the Project to be operated on an interim basis and for the
Company to collect its receivables, liquidate its assets and pay or discharge its liabilities.

Section 9.3 Sale of Assets by Liquidating Trustee.

(a  Upon dissolution of the Company, the Manager shall, as “Liquidating
Trustee”, proceed diligently to wind up the affairs of the Company and distribute its
assets, unless the dissolution occurred because of an event described in Section 9.1(a) in
which case the Majority Investors may, in their discretion, designate another Person to be
Liquidating Trustee. Another Person may be selected by the Majority Investors to
succeed the original Liquidating Trustee, or to succeed any subsequently selected
successor, whenever the Person originally selected or any such subsequently selected
successor, as the case may be, fails for any reason to carry out such purpose. The
Liquidating Trustee may be an individual or Entity.

(b)  The Liquidating Trustee shall promptly after dissolution offer all of the
assets of the Company, other than cash, (either as an entirety or on an asset-by-asset
basis) promptly for sale, upon such terms as the Liquidating Trustee shall determine.

(c)  The fact that a Person is a Member or its Affiliates shall not preclude the
Person from bidding for any or all of the assets being offered for sale.

(d)  The decision to accept or reject an offer to purchase assets of the
Company (a “Purchase Offer”) shall be made solely by the Liquidating Trustee, provided,
however, that if the dissolution occurred because of an event described in Section 9.1(a)
the Liquidating Trustee shall not accept a Purchase Offer without the approval of the
Majority Investors.
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(e) In winding up the affairs of the Company, the Liquidating Trustee shall
pay the liabilities of the Company in such order of priority as provided by law.
Distributions to the Members shall be made in accordance with their positive capital
account balances, taking into account all capital account adjustments for the Company's
taxable year in which the liquidation occurs. Notwithstanding the foregoing,
distributions made pursuant to this Article 9 are intended to be in strict compliance with
the priority of distributions required by Section 4.1 hereof and if distributions pursuant to
this Article 9 do not comply with the requirements Section 4.1, the capital account
balances of the Members will be adjusted by reallocating allocations of gross income and
deductions to the full extent permitted under Section 704 of the Code until such capital
account balances are in such amounts to cause the final distribution pursuant to this
Article 9 to conform to the requirements of Section 4.1.

6] Liquidation proceeds shall be paid within 60 days of the end of the _
Company's taxable year or, if later, within 90 days afier the “date of liquidation” (as such
term is defined in the Treasury Regulations). Such distributions shall be in cash unless
the Majority Investors agree otherwise.

(g)  The Builder’s obligations under Section 10.3 shall terminate upon the
Majority Investors' election to dissolve the Company under Section 9.1(a), as provided in
the Lot Sales Agreement.

Article 10
Removal of Estridge

Section 10.1 Removal of Estridge. Notwithstanding anything contained in this
Agreement to the contrary:

(a)  The Majority Investors shall have the right to remove Estridge pursuant to
this Section at any time after the occurrence of any of the following events (each an
“Event of Default™):

(i) the Majority Investors have issued an Unmatured Event of Default
Notice to Estridge and Builder has failed to pay the entire Projected Increased
Sales Prices when due in accordance with Section 10.3;

(i)  Estridge, the Builder or the Guarantor has failed to cure an
Unmatured Event of Default (whether or not it is capable of being cured) within
thirty (30) days after the Majority Investors have notified Estridge that the default
must be cured (the “Cure Peried”);

(ii1)  Estridge, the Builder or the Guarantor (i} is generally not paying,
and admits in writing its inability to pay, its debts as they become due, (it) files, or
consents by answer or otherwise to the filing against it of, a petition for relief or
reorganization or arrangement or any other petition in bankruptcy, for liquidation
or to take advantage of any bankruptcy, insolvency, reorganization, moratorium
or other similar law of any jurisdiction, (iii) makes an assignment for the benefit
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of its creditors, (iv) consents to the appointment of a custodian, receiver, trustee or
other officer with similar powers with respect to it or with respect to any
substantial part of its property, (v) is adjudicated as insolvent or to be liquidated,
or (vi) takes corporate action for the purpose of any of the foregoing; or

(iv)  a court or governmental authority of competent jurisdiction enters
an order appointing, without consent by Estridge, the Builder or the Guarantor, as
applicable, a custodian, receiver, trustee or other officer with similar powers with
respect to it or with respect to any substantial part of its property, or constituting
an order for relief or approving a petition for relief or reorganization or any other
petition in bankruptcy or for liquidation or to take advantage of any bankruptcy or
insolvency law of any jurisdiction, or ordering its dissolution, winding up or
liquidation, or any such petition shall be filed against Estridge, the Builder or the
Guarantor and such petition shall not be dismissed within thirty (30) days.

(b)  The Majority Investors may exercise their right to remove Estridge at any
time after the occurrence of any Event of Default, by giving Estridge notice of the
exercise of this right, which notice will set forth the basis for removal and the effective
date, which may be immediately upon delivery of the notice (the “Removal Notice™).

() Unless the Removal Notice specifies otherwise, upon delivery of the
Removal Notice Estridge shall cease to be the Manager and a Member of the Company
and shall have no further right to participate in the Company’s business, Net Profits, Net
Loss or distributions. Upon removal of Estridge, Estridge’s entire Interest in the
Company and its rights under this Agreement shall automatically and immediately cease
without the payment of any consideration therefore. Such removal shall not relieve
Estridge, the Builder, the Guarantor or any of their Affiliates from any liability that any
of them may have for breach of this Agreement, the Lot Sales Agreement, the Guaranty
of the Guarantor or any other Related Document. Upon such removal, Estridge shall
immediately turn over to the Majority Investors or their designee possession of all of the
Company's books, records, properties and assets.

Section 10.2 Unmatured Events of Default. The occurrence of any of the following
shall constitute an “Unmatured Event of Default™:

(a) Estridge, the Builder, the Guarantor or any of their respective Affiliates
has breached or otherwise failed to comply with any provision of this Agreement, the Lot
Sales Agreement, the Guaranty of the Guarantor or any of the other Related Documents;
or

(b) the Guarantor dies, ceases to own a controlling interest in Estridge or the

Builder, or ceases to be the chief executive officer of Estridge and the Builder active in
the full time management of their business.
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Estridge shall notify the Investors immediately upon learning that any Unmatured Event
of Default has occurred. At any time after learning that an Unmatured Event of Default has
occurred, the Majority Investors may notify Estridge that they intend to remove Estridge if the
Unmatured Event of Default is not cured (whether or not it is capable of being cured) within the
Cure Period (an “Unmatured Event of Default Notice™).

Section 10.3  Obligation to Cure Projected IRR Deficiency. If any Revised IRR
Analysis shows a Projected IRR of less than 19.5%, then Builder shall acquire Lots during the
remainder of the Project for purchase prices which will cause that Revised IRR Analysis to yield
a 19.5% Projected IRR (the purchase prices as increased are referred to in this Agreement as the
“Projected Increased Sales Prices”™).

Section 10.4 No Waiver. Failure of any Member to insist upon compliance with any
provision of this Agreement shall not constitute a waiver of the rights of such Member to
subsequently insist upon compliance with that provision or any other provision of this
Agreement.

Article 11
Miscellanecus

Section 11.1 Notices. All notices required or permitted by this Agreement shall be in
writing and may be delivered in person to any party or may be sent by registered or certified
mail, with postage prepaid, return receipt requested and with a copy by telefacsimile, or may be
transmitted by telegraph, commercial overnight carrier service, personal delivery, telefacsimile
or other commercially reasonable means and addressed:

in the case of Estridge, to:

The Estridge Development Company, Inc.
1041 West Main Street

Carmel, Indiana 46032

Attention: Michael J. Keller

Fax number: 317/582-2452

with a copy to:

Krieg DeVault LLP

One Indiana Square, Suite 2800
Indianapolis, IN 46204

Attention: Michael J. Messaglia, Esq.
Fax number: 317/636-1507
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and in the case any Investor, to such Investor:

c/o Brian J. Brunner
CenterPoint Consulting LLC
P.O. Box 280

56 North Main Street
Zionsville, IN 46077

Fax number: 317/733-3555

with copies to:

Baker & Daniels LLP

600 East 96" Street, Suite 600
Indianapolis, IN 46240
Attention: J. Jeffrey Brown
Fax number: 317/569-4613

or to such other address as shall, from time to time be supplied in writing by any party to the
others. Notice sent by registered or certified mail, postpaid, with return receipt requested,
addressed as above provided, shalt be deemed given on the day of actual receipt or four (4)
business days after deposit in the United States mail, whichever is earlier. If notice is
telegraphed or faxed the same shall be deemed given the first business day after the transmission
thereof. If notice is sent by commercial overnight carrier, the same shall be deemed given the
first business day after such notice is receipted by such carrier for next day delivery. Any notice
or other document sent or delivered in any other manner shall be deemed given only if and when
received.

Section 11.2  Successors and Assigns. Subject to the restrictions on Transfer set forth
herein, this Agreement shall bind and inure to the benefit of the parties hereto and their
respective legal representatives, successors and assigns.

Section 11.3  No Oral Modifications; Amendments. No oral amendment of this
Agreement shall be binding on the Members. This Agreement may be amended only by a
written instrument executed by Estridge and the Majority Investors.

Section 11.4 Captions. Any article, section or paragraph title or caption contained in
this Agreement and the table of contents are for convenience of reference only and shall not be
deemed a part of this Agreement.

Section 11.5 Terms. Common nouns and pronouns shall be deemed to refer to the
masculine, feminine, neuter, singular and plural, as the identity of the Person or Entity may in the
context require. Any reference to the Code, Act or other statutes or laws shall include all
amendments, modifications or replacements of the specific sections and provisions concerned.
The term “include” and derivatives thereof shall be construed in an illustrative and not a
limitative sense.
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Section 11.6  Invalidity. If any provision of this Agreement shall be held invalid, it
shall not affect in any respect whatsoever the validity of the remainder of this Agreement.

Section 11.7 Counterparts. This Agreement may be executed in the original or by
telecopy in counterparts, each of which shall be deemed an original and all of which, when taken
together, shall constitute one and the same instrument, binding on the Members, and the
signature of any party to any counterpart shall be deemed a signature to, and may be appended
to, any other counterpart.

Section 11.8  Further Assurances. The parties hereto agree that they will cooperate with
each other in good faith and will execute and deliver, or cause to be delivered, all such other
instruments, and will take all such other actions, as cither party hereto may reasonably request
from time to time in order to effectuate the provisions and purposes hereof.

Section 11.9 Complete Agreement. This Agreement constitutes the complete and
exclusive statement of the agreement between the Members with respect to the matters covered
hereby. This Agreement supersedes all prior written and oral statements and no representation,
statement, condition or warranty not contained in this Agreement shall be binding on the
Members or have any force or effect whatsoever,

Section 11.10 Enforcement Rights. Each party to this Agreement acknowledges and
agrees that the agreements set forth herein are fundamental to the other parties’ willingness to
enter into and be bound by this Agreement. Accordingly, each party hereby agrees that each
other party, jointly and/or severally, may institute and maintain any action, suit or proceeding, at
law or in equity (including, without limitation, specific performance or temporary and permanent
injunctive relief (without any requirement to post any bond or other security)), against any party
to enforce, or otherwise act in respect of, the agreements of such party set forth in this
Agreement. Such relief shall not be exclusive, but shall be cumulative and shali be in addition to
damages and any other rights or remedies otherwise available at law or in equity.

Section 11.11 Attorneys’ Fees. If any proceeding is brought by one Member against
another to enforce, or for breach of, any of the provisions in this Agreement, the prevailing
Member shall be entitled in such proceeding to recover reasonable attorneys’ fees together with
the costs of such proceeding therein incurred from the nonprevailing Member. Except as
provided in Section 2.4 hereof, each Member shall pay its own attorneys’ fees and expenses in
connection with the negotiation, preparation and execution of this Agreement.

Section 11.12 Governing L.aw. This Agreement shall be construed and enforced in
accordance with the laws of the State of Indiana.

Section 11.13 No Third Party Beneficiary. This Agreement and any other agreement
among the Members to pay any amount and any assumption of liability herein or therein
contained, express or implied, shall be only for the benefit of the Members and their respective
heirs, successors and assigns, and neither this Agreement nor such other agreement or
assumption shall inure to the benefit of the obligees of any indebtedness or any other party
whomsoever, it being the intention of the Members that no one shall be deemed to be a third
party beneficiary of this Agreement or such other agreement.
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Section 11.14 Exhibits and Glossary. Each of the Exhibits and the Glossary attached
hereto are hereby incorporated herein and made a part hereof for all purposes, and references
thereto in this Agreement shall be deemed to include this reference and incorporation.

Section 11.15 Estoppels. Each Member shall, upon not less than fifteen (15) days’
written notice from another Member specifying the purpose for and the addressee of such
statement, execute and deliver to that other Member a statement stating whether or not there are,
to such Member’s knowledge without independent investigation, any uncured defaults under this
Agreement on the part of any other Member and its Affiliates and specifying such defaults if any
are claimed. Any such statement may be relied upon by third parties, but shall not otherwise
release the Member for whose benefit such statement is delivered from the consequences of any
uncured defaults hereunder whether or not disclosed in such statement.

Section 11.16 References to this Agreement. Numbered or lettered articles, sections and
subsections herein contained refer to articles, sections and subsections of this Agreement unless
otherwise expressly stated. The words “herein,” “hereof,” “hereunder,” “hereby,” “this
Agreement” and other similar references shall be construed to mean and include this Agreement
and all amendments thereof and supplements thereto unless the context shall clearly indicate or
require otherwise.

Section 11.17 Consents and Approvals. Whenever the consent or approval of a Member
is required by this Agreement, such Member shall have the right to give or withhold such
consent or approval in its sole discretion, unless otherwise specified. '

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK;
SIGNATURES APPEAR ON FOLLOWING PAGE]
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IN WITNESS WHEREQOF, the parties hereto have executed this Agreement as of the date

and year first above written.
Estridge Developm Company;Q(
By: -*//%Z

——

Paul E. Estridgé, Jr.)its president

Billy Creek Associates, LP

By: Zéaéﬂ%ts general partner
Otto N. Frenzel :

By: 44..

Eleanor

For purpose of joining in making the representations attached as Exhibit G and agreeing to be
bound to the terms of this Agreement the undersigned have executed this Agreement as of the
date and year first above written.

-

Estridge Developmen pany;

B

y: Lo
Paul E. Esiridge, J Zﬂj President

— % @4
By: 4

Paul E. Esfridge, Tr. ifs-President
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GLOSSARY OF DEFINED TERMS

BCE Associates I, LLC
Operating Agreement

The following terms, as used in this Agreement, shall have the meanings set forth in this
Glossary or in the sections of this Agreement referred to after each term.

Accountants: Somerset CPAs, P.C. or such other firm of nationally-recognized independent
certified public accountants as may be Approved by the Members.

Act: The Indiana Business Flexibility Act as from time to time in force.
Administrative Expenses: Expenses described on Exhibit F.

Affiliate: A Person that directly or indirectly, through one or more intermediaries, controls, is
controlled by, or is under common control with the Person in question and any officer, director,
manager, managing member, partner, trustee, employee, stockholder (fifteen percent (15%) or
more) or direct or indirect owner of any Person referred to in the preceding clause or their
respective family members, which includes children of a spouse and of a former spouse. For
purposes of this definition, the term “control” means the ownership of beneficial interests in an
Entity which in the aggregate give the owner thereof the right to cast fifteen percent (15%) or
more of the votes with respect to any question that may be decided by owners of interests in such
Entity. However, in no event shall any Investor or its Affiliates be deemed an Affiliate of the
Company, Estridge or their Affiliates and in no event shall Estridge or its Affiliates be deemed
an Affiliate of any Investor or its Affiliates.

Agreement: As defined in the Preamble.

Approved by (or Approval of) the Members: That the action in question has been approved in
writing by Estridge and the Majority Investors.

Available Cash: As to any particular Fiscal Year or portion thereof, Revenues plus any proceeds
from debt used to fund the payment of the Quarterly Distribution Payment less the sum of the
following:

(a) Project Expenses paid during such period; plus

{b)  aprovision for reasonable working capital reserves and a reserve for projected
Project Expenses, in each case in the amount set forth in the Proforma.

Code: The Internal Revenue Code of 1986, as amended from time to time and all published
rules, rulings and regulations thereunder at the time of reference thereto.

Company: The limited liability company governed by the Agreement as said limited liability
company may from time to time be constituted and amended.



Entity: Any general partnership, limited partnership, limited liability partnership, limited
liability company, corporation, joint venture, trust, business trust, cooperative or association.

Events of Default: Section 10.1(a).
Fiscal Year: Section 6.6.
Improvements: As defined in Exhibit C.

Interest: The entire interest (which may be segmented into and/or expressed as a percentage of
various rights and/or liabilities, as applicable) of a Member in the Company at any particular
time, including the right of a Member to any and all benefits to which a Member may be entitled
as provided in this Agreement and in the Act, together with the obligations of such Member to
comply with all the terms and provisions of this Agreement and of the Act.

Internal Rate of Return or IRR: The annual discount rate that results in a net present value equal
to zero when the discount rate is applied to all capital contributions made by, and all distributions
received by, a Person (with all cash flows recorded on the actual day that such funds were
disbursed), all calculated in accordance with accepted financial practice.

Liquidating Trustee: Section 9.3.

Lot Sales Agreement: That certain agreement between the Company, as seller, and the Builder,
as buyer, pursuant to which the Builder has the exclusive right and obligation to purchase the
Lots at the prices set forth therein and herein for the sole purpose of constructing single family
residences and selling them to the public.

Majority Investors: Those Investors that have made a majority of the capital contributions made
by the Investors.

Manager: Estridge, provided that, if Estridge is removed in accordance with Section 10.1, the
Majority Investors shall have the right, in their sole discretion, to appoint any other Person to
become a successor Manager hereunder.

Member: Estridge, Billy Creek and such successors, assigns or additional members as may be
admitted as members of the Company, from time to time, pursuant to the terms of this
Agreement.

Net Priority Return: The amount by which an Investor's Priority Return exceeds the Investor's
capital contributions to the Company.

Net Profits and Net Loss: “Net Profit” and “Net Loss” shall mean, for each Fiscal Year or other
period, an amount equal to the Company’s taxable income or loss for such Fiscal Year or period,
determined in accordance with Code Section 703(a) (for this purpose, all items of income, gain,
loss or deduction required to be stated separately pursuant to Code Section 703(a)(1) shall be
included in taxable income or loss), with the following adjustments:




(@)  any income of the Company that is exempt from Federal income tax and not
otherwise taken into account in computing Net Profit or Net Loss shall be added
to such taxable income or loss;

()  any expenditures of the Company described in Code Section 705(a)(2)(B) or
treated as Code Section 705(a)(2)(B) expenditures under Code Section 704(b) and
not otherwise taken into account in computing Net Profit or Net Loss shall be
subtracted from such taxable income or loss; and

(c)  anyamount that is allocated pursuant to Section 5.2 shall be excluded from the
determination of Net Profit and Net Loss.

Person: Any individual or Entity, and the heirs, executors, administrators, legal representatives,
successors and assigns of such Person where the context so admits.

Permitted Transferce. A transferee in a Transfer of an Interest permitted by Section 8.2 hereof.

Plans and Specifications: All architectural or engineering plans, specifications, working
drawings, designs, models and other similar architectural or engineering materials prepared for
or in connection with the Project (or any portion thereof).

Priority Return: The amount of cash distributions which, if received by the applicable Investor

on the date of determination, would result in an Internal Rate of Return to the Investor of 19.5%
(computed in accordance with the definition of “Internal Rate of Return” herein and taking into
consideration the timing and amounts of all capital contributions and distributions in respect of

such Investor's Interest in the Company).

Proforma: The Proforma attached as Exhibit C with such revisions as are approved in
accordance with Section 6.4.

Project Expenses: All expenditures, expenses and charges relating to the acquisition,
improvement or development of the Property, or any portion thereof, and the operations of the
Company, including the fee payable pursuant to Section 7.6.

Projected Increased Sales Prices: Section 10.3.

Projected IRR: Section 6.4(a).
Purchase Offer: Section 9.3(d).

Quarterly Distribution Payment: With respect to each Investor, an amount equal to the product
of (x) 3% per quarter (i.¢., a rate of 12% per annum) multiplied by (y) the amount of the
Investor's Undistributed Capital Contributions (calculated prior to giving effect to any
distribution pursuant to Section 4.1(b) for such quarter).

Revenues: As to any particular Fiscal Year or portion thereof, the total cash receipts of the
Company from sales of Lots or otherwise.



Revised IRR Anatysis: The reports required under Section 6.4.
Tax Matters Partner: Section 5.5.

Transfer: Any sale, transfer, assignment, pledge, hypothecation, gift, conveyance, security
interest or other encumbrance, or any contract therefor, any voting trust or other agreement with
respect to the transfer of voting rights or any other beneficial interest in, or any other transfer or
disposition (including, without limitation, any disposition that would constitute a “sale” within
the meaning of the Securities Act of 1933, as amended) whatsoever affecting the right, title,
interest or possession in or to any Interest, whether direct or indirect, voluntary, mvoluntary, by
operation of law or otherwise.

Treasury Regulations: Regulations promulgated pursuant to the Code by the United States
Treasury Department, as amended from time to time.

Undistributed Capital Contributions: With respect to each Investor, an amouat equal to the
excess of (a) the aggregate capital contributions to the Company made by such Investor (or its
predecessors), minus (b) the sum of all previous distributions received by such Investor (or its
predecessors) pursuant to Section 4.1(b).

Undistributed Priority Return: With respect to each Investor, the remaining amount the Investor
would need to receive on the date of determination in order to achieve the Priority Return on the
date of determination, taking into account the sum of all distributions received by such Investor
(or its predecessor) pursuant to Section 4.1 for all periods up to the date the determination is
being made.

Unmatured Event of Default: Section 10.2.

Unmatured Event of Default Notice: Section 10.2.




EXHIBIT A
EXHIBIT B
EXHIBIT C
EXHIBIT D
EXHIBIT E

EXHIBIT F

EXHIBIT G

Exhibit List
Capital Contributions
Legal Description of Property
Proforma
Business Plan for the Project

List of Contracts and other Personal Property Assigned to the Company by
Estridge

Administrative Expenses (to be paid by Estridge out of its Fee)

Estridge and the Builder Representations and Warranties



EXHIBIT A

Capital Contributions
Member Capital Contribution
Billy Creek Associates, LP $4,000,000
Estridge Development Company, Inc. Estridge has contributed to the Company the

Property and its entire right, title and interest in the
Project, including those assets described on Exhibit
E. In addition, Estridge will contribute to the
Company from time to time 100% of the cash equity
required to complete the Project in excess of the
capital contributions of the other Members set forth
above.




EXHIBIT B
Legal Description of Property

See attached four (4) pages.



ALTA Commiement Scheduie A Stewart Titte Guarsnty Company

Hamilton Title Sccurity, LLC
COMMITMENT FOR. TIT1L L INSURANCE

Commitment No.: 2042840

Lepal Descrtption:
Traot |

Part of the Norhwent Quarter of the Northeast Quarter of Section 2), Towaship 15 North, Ranye
4 Bast of the Second Principad Mcridinn in Clay Township of Hamilton County, Indinua, being
more particubarly describod as follows:

Commuencing at the Northwest Comer 0f the Northenst Quartar of Scction 21, Township 18
North, Rangs 4 Bust of the Sccond Principa) Meridien ts Clay Township of Hamilton County,
Iniiuna; hence South 00 degrees 1) mimutes 29 poconds West (sssumed bearing) 32000 fect
olong the West Jine of sald Northeast Quarter to the Point of Bepginming of ihe follawing
dusiribed reat oxtate, said point being nuwked with o S/8 inch digmeter rcbar with o yellow cap
stampod *WEIHE ENGR LS 0012"-("copped rcbar™); ticnce continue South 00 degrees 1
minutcs 29 scoonds Wost 100083 feot atony said West lim: 10 o “capped tcbas™, said point being
ort the North fine of Woodfiold Subdivisivn-Soction Four; thance South 89 degrees 33 minuics
24 seconds Tinst 130,57 feet nlong the Nonh line of sald Wondficld Subdivision and the same
beritg the South line of said quarier quarter scotion o o “copped rebar™; theuce North 00 degreey
11 minutes 29 soconds East 1000.89 fout paralict with said West line to 8 “capped vebar™; thence
Nowth 89 dogrees 35 minutes U seconds Waost 130.57 fict paralict with the North fing of said
Noriheast Quarter 1o the Point of Beglaning. Contalning 3.000 acres, moro or less,

Traet 2:

Pant of thic Nortiroast Quarter of the Northengt Quarter of Soction 21, Township 18 North, Renge
4 Bant of the Second Principal Meridian in Cluy Townzhip of Hamilion County, Indisna, being
mors purticularty desoribed a8 follows:

Commencing at the Northwest Comer of the Northeast Quarter of Sectiun 21, Township 18
North, Range 4 Fast of the Second Principal Meridian in Clay Township of Humilton County,
fulinna; thencs South 39 degrets 35 minutes 01 sccouds East (Assumed Bearing) 272.25 feo!
along the North Hiae of mid quarter seotion to the Poiut of Beginning of the foliowing described
real estate; thence South 00 degrocs 11 minutcs 29 seconds Wos 320.00 fixt paralel with the
West live of seid Northesst Quurier 1o a 5/8 inch diameter rebar with a yellow cap marked
(WEIHE ENGR LS 0012"-(“cappoed recbar”™); thence Norlh BY degrees 35 minuios 01 scconds
Wesl 141.68 Fect parsiiol with the North fine of sald quartsr seetion to o “cappad robar”; thence
South 00 degrees 11 minutes 29 soconds Wost 1000.89 fzet parallel with the West fine of said



ALTA Committncnt Schedale A Stewars Titte Guaranty Compnny
Hamilton Title Seeurity, LLC

COMMITMENT FOR TITLE INSURANCE
Comiitment No.: 2042846 v

(uarter scclion (o o “capped robar”™ on the north lne of Woodfield Subdivision-Section Four
theneo South 89 degrees 33 minutes 24 seconds Bast 121101 fint slong e North Hacs of
Woodfield Subdivision-Section Four and Five the same heing the South lime of suid quarter
quartor W e center of the Northeast Quarter of said Scetion 24, sald point being marked with 2
“copped rebar™ thenee North 00 degrees 11 minutes 25 scoonds East 1321.46 fort along the Hast
line of the West Half of saig quarter quarter to the Nertheast comor of the Northwest Quarter of
e Nortboust Quarler of ooid Section: thenee Nurth 89 dogrees 35 minutes 01 zecomlz West
106930 foct along the North line of suid quartor quarter to the Poink of Beginning. Containing
35.688 acres, morn or fexs,

BXCBPT: A pun of the Nonthwest Quanter of the Nertheast Quarter of Scotion 21, Township |8
North, Rango 4 East, Hemilton County, Indiana, and being that part of the grantor's fand lying
within the right of way lines Jepicted on the attached Right of Way Pareel Plu, marked Bxhibit
“A”, described o follows: Begioning ot @ point on the sorth line of said section Somth 89
degroes 43 wminutes 03 socomis Bast §2.982 motors (272.25 for) from the northwest comor of
siid quinter goction, which point of beginaing Is the notthwest corner of the grantor's land:
thenee Souh 89 degrees 43 minutes 03 soconds Paxt 525.942 meters (1,069.36 feet (1.069.30
fect by instrument Y609643253)) ulung the north ding of sxid section to the gortheast comer of
said quartar-guarter section; thenee South O degrees 04 minutes 25 scconds East 14.500 moters
{42.57 foet) along the cast fine of said quarter-quarier section to point *254™ designated on soid
plal; thence South §7 degrees 00 minutos 55 scconds West 51.420 meters (201,52 Recf) 16 polnt
*2537 designated on said plat; thenee North #4 deprocs 00 minutes 25 soconds West 20,160
mters (65.94 feat) to polnt “252" designatd on suid phut; thence paralle! with the north Hns of
said soction Notth 89 degrees 43 minutes 03 soconds West 244,573 meters (802.41 fuct) to point
“251" designated on suid plat an the west fine of the grastor’s hnd; thence North U dagrees 12
minutes 32 soconds West 16.001 meters (52.50 feet) along said wost tine to the point of
beginning and contalning Q.5250 hoctares {1,297 servs), more ar Jeus,

Tracl 3:

Part of the Northwest Quarter of the Nertheast Quorter of Section 21, Township 18 North, Range
4 Easi of the Sccond Principal Maridian in Clay Township of Hamilton County, Indisns, being
more particolarty destribed as folhws:

Boginning af (ho Northwest Corner of the Northeast Quarter of Section 21, Township 18 Nonk,
Rangy 4 Enst of the Second Principal Maridian in Clay Township of Hamilten County, Indiana;




ALTA Commiimeat Schedule A Stewart ‘Uit (Couranty Company

Hamilton Title Security, LLC
COMMITMENT FOR “ITFLE INSURANCE

Commitinent No.: 2042846

thenies Sauth 89 deprocs 33 minulos 01 serends Eost (Assumed Rearing) 272.25 oot along the
North fine of zuid quarter; thenoe South 00 dogrees 1 minutos 29 scconds Woest 320.00 foct
paraliel with the Wit fine of said Noclwast Quaricr 0 a 5/8 inch dismetor rebar with a yellow
cap macked “WREIHE ENGR 1.5 (012" {capped rebar™); thence Notth 89 degrees 35 minstes GF
seconds West 272,25 foot paralict with the Nonth line of suid quaner section to o “capped rebas™
an the Wet line of spid Norbeast Quanier; theree North 00 degrees Fl minotes 29 seconds Last
320,00 feet to the Beginning. Contuining 2.000 acres, niore or lets,

EXCEIT: A pant of the Northrwest Quancr of the Northcast Quarter of Section 21, Township 18§
North, Ravge 4 Hast, Hoilton County, Tndism, and being that port of the gragtor's e lying
within the right of way lines depicted on the attached Righl of Way Parcel Plat, marked Exhibit
“A", doseiibed os fotlows:  Beginning at the northwest comer of said quartor sootion: thonee
South £9 degress 43 minvies 03 seconds Lot 82,982 meters {272.25 fouty siong the north king of
saisd section 1o the northeeet comer of the grmtor’s lunl: thenco South ¢ degrees 12 minutes 32
seconds Enst 15,000 mesters (4222 feet) alony the eust fine of fiw grantor's Jand to point 246"
designated on said plat; theace pamilel with the novth tine of maid sestion North 89 dogreos 43
minuics 03 scconds West 82.982 mcters (27225 feot) 10 point “196™ desipnated on mid plat on
the west finc of said quarter section; thence North G degrmes 12 minutes 32 scconds Wost $5.001
mcters (42.22 foct) along said wost 1ne to the poinl of bepinning and containing 0.1245 heetarces
(0.305 aeeen), more or less.

‘The above three (3} fracts may aovy be described as follows:

Part of the: Northwest Quurter of e Northeast Quarter of Section 21, Township 18 North, Renge
4 Fast, Hamilton County, Indinng, described o follows:

Commencing at the Nurthwest comer of swd Northwest Qurter; Lhence South () dogroes 03
minuics 4} seconds West afeny U Wost line of said Nortirwest Quarter a distance of 49,22 foet
to the Point of Beginning. being the Southwest comer of the Right-ofWay of 146” Strort
described in Instrument No. 200000009024 in the Offfce of the Recarider of Hamblton Coudty,
Indiena; thance South 89 degroes 42 minulcs 33 soconds East alang the South line of said Righr-
of-Way s distanee of 272.25; thence South 00 degrees 03 minutes 31 scconds West alony the
West lin¢ of the Right-of-Way of 146™ Strect deseribed as [nstrument No. 199909958408
digtanee of 128 feot; thunee South 89 degrocs 43 minotes 00 seconds Hast along cald Riphtofe
Wity 2 distance of 802.54 feet: fhence South B4 dogrees 00 minutes 22 sesonds Fast nlong said




ALTA Commirment Schodnle A Stewart Thile Gearanty Company
Hamilton Title Security, LLC
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Compmtiment No.: 2042846

Right-of-Way a distance of 802.54 feet: thatce South B4 doprees 00 minuica 22 smeonds Bast
alony said Right-of-Way a distance of 65,94 fook; thence Norih 87 degroes 00 minutes 58 seconds
Eazt elong sald RightoF-Way o distmco of 200.52 fxt fo the Bagt line of suid Northwes:
Quarter: thinoe Soath 00 degross 03 minutes 42 seconds West alomg suid East live a distonoe of
1273.89 Fect w the South fing of said Northwast Quaster; thutree Notth 8% deprees 41 minmres 19
seeonda West along said South line a distante of 1341.01 feot io the West Fins of suid Northwest
Quantar; thenee North 00 degrees 03 minutes 41 seconds East slong said West fine o distance of
127159 fest to thy Puint of Beginning, containing 39,08 acres, torc or Jes,

NOTE: The acroage shown above Is inchnkd for descripiive parposes only. ‘The policies, when
issued, should not be construcd &9 te innring the antount of woreape incinded thoredn,

Exwd of Legal Description



EXHIBIT C
Proforma

The Company will engage in the acquisition and development of 40 acres located at 5333
East 146th Street in Carmel, Indiana (see Exhibit B). The Project will be developed for lots
suitable for single family residential construction. The Company will not engage in the business
of constructing residences and townhouses and, consequently, the capital requirements of the
Company do not and will not include or reflect any costs incurred or to be incurred in connection
with such stage of development.

The Property currently inctudes a total of 56 Lots which the Company presently intends
to sell to the Builder on an “as-is” basis for the prices determined in the Lot Sales Agreement.
The Builder is acquiring the Lots for the sole purpose of constructing residential dwelling units
thereon. Each residence will fall into one of the following product types: Estridge Designer
Series. The sale of the Lots to the Builder will take place in one or more takedowns in
accordance with the schedules attached to the Proforma.

The Company will provide the Builder a building pad that will include water, sewer, gas
and electric hook-up. The Company will also be responsible for roads, entry ways, entry walls
and common area landscaping and the development of the community’s amenity center and
parkway, as outlined in the Proforma (the utility improvements, amenity center and parkway are
referred to as the “Improvements™).

The Builder will provide and maintain merchandised models within the Project for each
product type, will construct all roads and provide all other infrastructure for the Project.

The Proforma attached as Exhibit C sets forth costs previously incurred and Estridge’s
and the Builder’s current estimate of the costs anticipated to be incurred with respect to the
acquisition of the Property and the construction of the Improvements on the Property and the
anticipated sales proceeds to be derived from the sale of the Property.




Grandin Hall
Estridge Deal Collsction Lots 2008 2007 2008
(3]
Lot Pricing 184,000 169,600 174,000
oo
&Y OQ03  Novgs|  Dec0S[  Jan08| Fep08| _ Mar08|  Aprcd 08
LOT 3ALER : : 4 3 4
[ Lot Sxlan - - 4 7 11
REVENUE - - - . - - 858000 | 492000 | 858000
LAND & CONSTRUCTION COSTS
PAYMENTS TOWARD LAND 4,320 000
GENERAL CONOITIONS
E [DESIGN} 132,008 22 000 10,000
|LANDSCAPE DERIGN 193 8000
CEMOUTION 15,000
LAND PLAN 23,341
LEGAL L RECORDING FEES . 10,000
ZONING & MLAT 2% 5,000
MARKET STUDY 300
TOTAL PLANNING 190,108 15,000 38,000 16,000 10,000 - - - -
| EXCAVATION UTITIERATRECTS.CURDS
SOit TESTS 1,200 . -
JEONSTRUCTION STAKING 44 800
SITE EXCAVATION 138,333 138,333 138,333 A% 000
SPECIAL SITE CONDITIONS (Lime - 44,000 41,000
™y 887 £0 887 54887 23,000
EY IEWERS p8. 333 04,333 93333 20,000
St ARY SEWERS NG 88T 50,687 80,287 50,000
AVARLABNLTIY FEES (WATER & SEWER} 70,008
CURSS - - 50,000 28,000
STREETS - - - 178,000 175,000
DCT ENTRY & ROW WARRNIATS 30,000
SIDEWALKS 4 - - 80,000
CONSTAUCTION ROAD 31000 . - -
TOTAL POD CONSTRUETION . 512,098 396,000 448 000 438 000 175,000 = - -
LANDSCAPE AEED 800 - 100,000 100,000
ERDSION CONTROL N 35 000 35,000
IARIGATION 53,000 83,000
ENTRY WALLS 175,000 105,000
PROJECT SIGNAGE - -
STREET AND LOT SIGNSUGHTING 5,000
PERIMETER FENCING 15,000
izl.zcmmmwu 6,000
[TOTAL LANDSCAMNG/ENTRY - - a5 000 288,000 A58 DOO 100,000 . - -
LOMMUNITY WIRE
PARK FIXTURES -
JOGAING PATH N
BASKETBALL COURTS -
0 FOOL -
{SPECIAL STRUCTURES 25,009
TQTAL COMMUNITY WiDE - - - - - 25,000 . -
PROJECT MAINTENANCE [MOA} 2375 - - £,000 10,000
MANAGEMENT FEES 3600per LOT | - - - . - 12,000 ,000 12,000
EECE A PERMITE
LELIERS OF CREDIT / BOHDS 13,000 3,000
t TN FEES 000 4,600
[r. _srEes 7308 000 2,000
TOTAL PEES & PEAMITE 7,308 20,000 8,000 - - - N . 3,000
| Al TAATIVECYERHEAD
TITLE INSLRANCE 421 840
LLARMLITY INSURANCE
PROPERTY TRAES 88 %0
APPRAISAL 3,34 - 4,00¢
COMMITTMENT FER 16,200 - 23,000
TOTAL ADMINISTRATIVE 19,429 1,340 27000 - - - - - -
CONTINGENCY - 28572 23.200 38,750 39 000 13,760 1,250 . 150
INTERELT TO INVESTOR 40,600 - B 120,000
INTEREST T0 BANK 85025 17,500 7.042 10,803 18,358 21,748 23,887 20,786 17,887
< Coats 4,808, B3GR 007 | 812,24 707,743 | 282953 | 310498 | 191937 20,746 3304
i‘ AATIVE COST 4 808 8207230 | 581947 8,817,215 | TA79 372 [ 7780888 | 7 081 805 | $011.501 | 4,044 83
MONTHLY SURPLUSDEFICAT) (4008323} | (368.007)( (612,242)) (797,743)] ([a62,158)] {310,496, 484 083 462 214 822,053
BANK LOAN TG COVER DEFICIT 808323 508,907 812,242 07743 | 0682158 | 310,498 - - .
SURPLUS FOR Batin REPAYMENT f - - - . - 404,083 | 482214 | 622053
TOTAL BANK DEBT ACCUMULATION 808,323 | 1,207,230 | 1819472 | 2817215 | 3479372 [ 372G 8BS | 3,325 205 | 2 843 591 | 2,240,838
CASH AKTER BANK DERT PAYMENT . B - B N . N N N
INVESTOR BALANCE 4000000 | 4000000 | £0600000 | 4,000,000 | 4000,000 | 4000000 | 4,000,000 | 4,000,000 | 4,000,000
| CASH AFTER RANKANVESTOR DEBT
INVESTOR SHARE OF PROFIT
TOTAL INVESTOR RETUAN {4,000.000) . 80,000 - - - 120 000 - -




Gracdin HY
Estrdge Desigrer Collaction

Sep-06

Oct-08

Nev-08

Dec08

Jan07

Fab07

Mar-07

Apr 7

May07

Jungy

LOT SALES

Cumulativa Lot Salex

21

24

7

31

37

41

47

31

REVENUE

558,000

492,000

492 000

455,000

507,000

507,000

#76,000

507,000

878,000

LAND & CONSTRUCTION SOSTS

PAYMENTE TOWARD LAND

ERANNING
[GENERAL CONDITIGNS,

ENGINEERING (DESIGN]

LANDSCAPE DESIGN

CEMOLITION

LANG PLAK

LEGAL & RECCRDING FEES

ZONING & PLAT

MARKET STUDY

TOTAL PLANNING

SOHL TESTS

CONSTRUCTION STAKING

SITE EXCAVATION

SPECIAL SITE CONDITIONS {Lims atabifiretion)

[ s

STREETS

DOT ENTRY & ROW IMBRVMTS.

SIDEWALKS

CONSTRUCTION ROAD

TOTAL POD CONSTRUCTION

LANDSCAME BFED SO0

ERCHON TONTROL

IRRIGATION

[TOTAL LANDICAPINQVENTRY

PARK FIXTURES

[ JOGGING PATH

BASKETEALL COURTS

SWIMMING POOL

SPECLAL STRUCTURER

TOTAL COMMUNITY WDE

PROJECT MAINTENANCA (HOA)

5,000

&600

5,000

5,000

AN FEER 3000/par LOT)

9,000

12,000

8,000

8,000

12,000

8,000

8,000

12,000

2,000

9,000

$2,000

|EEELAPERMTE
RETIERS OF EREDKT / 8ONDS

3600

o ionPEES

p.  reEes

TOTAL FEES A FERMITS

3,000

|TITLE INSURANCE

LIABRITY INSLIRANCE

IPROPERTY TAXES

2,000

APPRAISAL

[COMMITTMENT FES

TOTAL ADMINSTRATIVE

2,000

CONTINGENCY

100

IMTEREAT TO INVESTOR

120,000

INTEREST TQ BANK

11,854

8,922

4852

2747

TL AT

RN

22054

20,922

138

11,74

12,000

11,100

12,000

Chr_ LLATIVE COAT

8 215,567

8238519

4371

830219

8,537,083

MONTHLY SURPLU AT
BANK LOAN TO COVER DEFICIT

469,048

[ e3sars

33
BATEATZ
353,04

AB0,25:

408 900

8,540,083
584,000

| 85491 |

8,634 584

844,000

12,000

8,683,704

421600 | 489850 |

SUAPLUS FOR BANK REPAYMENT

480,048

835078

38347

186,753

844,000

405,900

884,000

421,509

JOTAL BANK DEBT ACCUMMATION

1,427 247

1619

439472

CABH AFTER BANK DEBT PAYMENT

40,781

044,000

405 000

4,060

421 500

IWVESTOR BALANCE

4500000

4,000,000

4,000,000

3050218

ERITRT)

439,083

1,774,083

1,353,554

CASM AFTER BANFANVESTOR DERT

NVESTOR SMARE OF PROFIT

'OTAL INVESTOR RETURN

120,000

40 781 [ 844 000

493,000

495,900

403,000

884,000




Grarvitin Hall
E Dasigner Collection
b om
]
" Hu07 Aug87 Sep-0? Ocid?
Grandin Hall Towl
LOT BALER 3 3 - - - 58
Cummstative Lol Sajen 54 58 AvesLot
REVENUE 807,000 338,000 - - 9,300,000 168,232
LAND & CONSTRUCTION COSTE
PAYMENTS TOWARD LAND 4,320,000 77,143
GENERAL CONDYTIONS b
ENGINEERING [DESIGH) 187,005 2,082
LANDSCAPE DESIGN 4,103 148
CEMOLITION 5,000 268
LAND PLAN 23311 417
LEGAL & RECORDWNG FEES 0,006 17
TOHHG & AT 39,359 70
MARKET STLDY 300
[TOTAL PLANNING * - - - + 263,184 4,700
TESTS - 1,200 21
CORSTRUCTION STAXING 44,800 800
SITE EXCAVATION - 480,000 [X:14]
SPECIAL 5ITE CONDITIONS (Lime stabitiz ation - 32,000 1,484
WA MAINS - 202,000 3,007
B 3EWERS - 329,000 5054
SAn, ARY SEWERS - 232,00 4,443
AVALABRTIY FERS [WATER & SEWHER) 78,09 4,305
CuRRs - 75,000 1,338
STREETS 150,000 5250
DOT ENTRY & ROW IMPRVMTS. 30,084 838
SDEWALKS 50,004 [TF]
CONSTRUCTION ROAD 3,000 54
TOTAL POD CONSTRUCTION . . - - - 1,087,005 35127
LANDSCAPE SEED.S0D 200,000 257
|ErOSON CONTROL - 70,000 250
RRIGATION 118,000 0714
ENTRY WALLS 370,000 807
PROJECT BIGHAGE. N -
STREET ANDLOT SIGNWIGHTING - 5,000 [1]
PERIMETER FENCING 15,000 282
ELECTAICALLIGHTING 8,000 107
TOTAL LANDSCAPINGENTAY - - - - - 782,000 13,084
£
PARK FIXTURES - .
JOGGING PATH N N
[BASKETRALL COURTS N B
SVWIMANG POCL - -
SPECIAL STRUCTURES 25,000 448
L
ITOTAL COMMUNITY WIDR - - - - . 25,000 448
I .
PROJECT MAINTENANCE (HOA) 10,000 - . 55,378 [T1]
MANAGEMENT FEES 3000/p41 LOT) #,000 4,000 - . 183,000 3,000
EEEBAPEAMTS
LETIERS OF CREDIT / BONDS 19,00¢ 3
IS “fON FEXS - 12,000 214
P _3FEES - 14,388 257
TOTAL FEES & PERIITE - b - - - 45,308 an
TITLE INSURANCE 1,281 23
LABILITY INSURMISE - -
PROPERTY TAXES 1,500 530 [1]
APPRAISAL 7.80¢ 134
COMMITTMENT FEE 36, 20¢ 100
TOTAL ADMINISTRATIVE . 1500 - . - 53280 D51
SOHTINGENCY - 75 - . - 142,207 2561
NTEREST TO NVESTOR 241710 - 844 405 11,579
NTEREST TO RANK - - - - 244 414 4,385
G rz0sTS 43170 157 . - 8714448 | 158815
3 arvicost BIOEATA | B T14 A48 | 5714440 | 8,714,449
MCas, Y SURPLUSKDRFICH ) AB3 B 330,42 - . 504 551
BANK LOAN TO COVER DEFICIT . - - - 3,780,464
SURPLUS FOR BANK REPAYMENT 483 330 330425 - - 8,384 410
534 551
TOTAL BANK DEBT ACCUMULATION - - - . 208,507 742
CASH AFTER RANK DEBT PAYMENT 483230 | 330,425 - . 4,504 551
INVESTOR BALANCE - - - -
SASH AFTER BANKANVESTCR DEAT 284 128 33p,425 - + 584 851
VESTOR SHARE OF PROFIT
|
OTAL INVESTOR NETURN 438000 | 330428 - . 1242058 [ 19.5%




Estridge - Grandn Hall Proforma Yeary Summary
Dac-05 Deac-08 Dec-07 TOTAL

[SOURCES
LOT SALES - DESIGNER SERIES [{] 31 25 56 |
[REVENUE - DESIGNER SERIES 5084000 4225000 9,309,000
|CAND & CONSTRUCTION COSTS
[PAYMENTS TOWARDLAND 4,320,000 ] — 0 4320000 |
IPLANNING
(GENERAL CONDITIONS [CRANFILLY
(ENGINEERING (DESIGN) 157.005 10,500 (<3 167,00

NDSCAPE DESIGN 8,793 [4 ] 3,193

EMOLTION 15,000 [4] K] 15,

NI PLAN 23,347 [1] [+] 23,341
LEGAL & RECORDING FEES 0 10,000 0 10,01

ONING & PLAT 30,355 ] [) §

IMARKET STUDY 300 [*] '} 360
G 243,198 20,000 D 2631598
C ES S 1S.CURBS

OIL TESTS 1,200 0 [1] 1,200

ONSTRUCTION STAKING 44,800 1] 0 .

ITE EXCAVATION 216,667 253,333 3 430,01
SPECIAL SITE CONDITIONS 41,000 47,0500 [} 82,000
[WATER MAINS 118,333 82,667 [1] 202,000
(STORM SEWERS 192 667 146,333 q 335,000
[SANITARY SEWERS 121,333 110,667 — 232,
[AVAILABILTTY FEES (WATER & SEWER) ~ 78,085 [} 4]

UREBS ] 75,000 [2] 78,095
[STREETS ] 350,000 75,000
[DOT ERTRY & ROW TMPRVMTS. 30,005 [2] 0] 350,000
[SIDEWALKS [ 50,000 E ~ 30,0007
ICONEYRUCTION ROAD 3,000 [ )] 50,000
['TOTAL FOD CONSTRUCTION 905,085 | 1,058,000 1] 1,867,055 |
LANDSCAPING/ENTRYWAYTL <3
LANDSCAFE, D,SOD 1] 200,000 200,60
[EROSION CONTROL 35,000 35,000 0 70,

RIGATION 3] 116,000 D 716,000

NTRY WALLS 0 370,000 [+] 370,000

[1] [1] [4 0
[STREET AND (0T SIGNR/OGHTING 4 5000 50
IPERIMETER FENCING [4] 15,000 { 15,000 |
|[ELECTRICAULTGHTING 0 5,000 [4] — 6,000
TRY 35,000 747,000 1] T8Z000
IPARK FIXTURES [} 1 )
[JOGGING PATH [] 0 0 0
SKETBALL COURTS [1] 4] 0 1]
[SWINMING POOL ] [1]
SPECIAL STRUCTURES (pool house & parkingy 25500 ] 75000
TOTAL COMMUNITY WIDE 1] 25,000 25,000
[PROJECT MAINTENANCE [HOA) Ea75 25,000 25,000 55,375
IMANAGEMENT FEES 2000/per LOT } 1] 53,000 75,000 ]
T
[EETTERS‘GR‘REWT TEONDS 13,000 1,000 X,00 150
MHSPECTION FEES 12,0 ] 0 12,000
IPERMITS FEES 14,3896 4] 0 14,386
[TOTAL FEES X PERMITS 38,396 3,000 kX 45,356
(ADMINISTRATIVE/OVERHEAD
ITITLE INSURANCE T — 0 iy 1,261
ITTABICTTY INSURANCE 0 0 0 0
IPRUPERTY TAXES T{YR) 2,000 3,500 5,908
TAPPRAISAL 7,500 0 7.500
COMMITTMENT FEE 39,200 0 [4] 39,200
hﬁTImMTNETRIﬂVE 47763 2,000 3,500 53,265 |
[CONTINGENCY 50,172 51,500 328 142 éa7
, 360,000 208,405 \
INTEREST TOBANK 80,467 153,047 [1] 248474
ITOTAL COSTS 5819472 2578747 315,230 8,714,445
ET CASH FLOW (5,819,472} 2,504,253 |  3,809,77 554,551
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EXHIBIT D
Business Plan

(See Exhibit C and Proforma)



EXHIBIT E

List of Contracts and other Personal Property
Assigned to the Company by Estridge

All rights to use the name “Grandin Hall.”

All rights of Estridge and its Affiliates in any master plans, land use plans/models,
architectural or engineering plans, specifications, working drawings, designs, models and
other similar architectural or engineering materials prepared for the Project (or any
portion thereof).

All rights or benefits of Estridge and its Affiliates in and to all prior discussions with
governmental bodies, entities and agencies with respect to the Project (or any portion
thereof) and the Development Plan.

All right, title and interest of Estridge and its Affiliates to continue the negotiations,
discussions and business arrangements with respect to the Project (or any portion thereof)
and the Development Plan.

All agreements for utility services for the Project (or any portion thereof).
All other rights, licenses and permits related to the Project (or any portion thereof).

All rights or benefits in all professional studies on evaluating the Project (or any portion
thereof).

All rights or benefits on bonds, security deposit or letters of credit required in connection
with the Project (or any portion thereof).

The following Contracts: (See attached list)



List of Contracts

Description of Work

Site Work (excavation of ponds, balance site, construct pads)
Storm & Sanitary Sewer Installation

Water Installation

Erosion Control

Curbs

Vendor

Poindexter
Poindexter
Poindexter
Gwinnuips

Karns



EXHIBIT F

. Administrative Expenses
@ {to be paid by Estridge out of its Fee)

All costs of administering this Project shall be paid by Estridge except to the extent
otherwise specifically provided in the Proforma. Administrative expenses to be paid by Estridge
include:

1. general office expenses, including overhead and compensation of office employees,

2. on site project supervision.



EXHIBIT G
Estridge and the Builder Representations and Warranties

As an inducement to Brunner and Billy Creek to enter into this Agreement, Estridge and
the Builder, jointly and severally with Estridge, represent and warrant to the Investors that:

Warranty of Title. The Company is the record and beneficial owner in fee simple of the
Property, together with all easements appurtenant and all land use, development, water, drainage
and zoning rights applicable thereto, free and clear of all liens, charges, easements, covenants,
conditions, restrictions and encumbrances whatsoever, other than those set forth in Schedule A
(“Pemitted Exceptions™). The Company has the power and authority to convey, transfer and
assign fee simple title to the Property. Neither the Company, nor Estridge, nor the Builder has
granted any options, rights of first refusal or rights of first opportunity to purchase fee simple
title or any other interest in the Property, except that the Company has agreed to sell the Lots to
the Builder in accordance with the terms of the Lot Sales Agreement.

Authority. The Company, Estridge, and the Builder each have full right, power and
authority to execute, deliver and carry out the terms and provisions of this Agreement and all
other documents and instruments to be executed and delivered by it pursuant to this Agreement
or otherwise in connection with the transactions contemplated hereby (the “Related
Documents”). This Agreement and the Related Documents, when executed and delivered, will
constitute the duly authorized, valid and legally binding obligation of the Company, Estridge,
and the Builder and will be enforceable strictly in accordance with their respective terms. All
action, including the obtainment of consents and approvals required to authorize execution and
performance of this Agreement and the other instruments herein provided, have been obtained.

Conflicts. The execution and delivery of this Agreement and the Related Documents, the
consummation of the transactions herein or therein contemplated, and compliance with the terms
and provisions hereof or thereof, will not (i) violate any presently existing provisions of law or
any presently existing applicable regulation, order, writ, injunction or decree of any court or
governmental department, commission, board, bureau, agency or instrumentality, or (ii) conflict
or be inconsistent with, or result in any breach of, any of the terms, covenants, conditions or
provisions of, or constitute a default under, any indenture, mortgage, deed of trust, instrument,
document, agreement or contract of any kind to which the Company, Estridge or the Builder is a
party or by which it may be bound.

Pending Litigation. There are no petitions, actions, suits, proceedings or investigations
pending against the Company, Estridge or the Builder relating to the execution and delivery of
this Agreement or any Related Document, the Property, the Project, the Governmental
Commitments, Permits or that could otherwise affect the Project or the Property, before any
court or any governmental, administrative, regulatory, adjudicatory or arbitrational body or
agency of any kind (including, without limitation, any actions or petitions to alter or declare
invalid any laws, ordinances, rules, regulations, permits, certificates, restrictions, leases or
agreements authorizing or relating to the Project or the Property). None of the foregoing is
subject to the terms of any previously entered and final orders, writs, injunctions, decrees or
arbitration awards which continue to be binding and in full force and effect.




Potential Litigation. No notices have been received that this Agreement, any Related
Document, the Government Commitments, the Permits, the Property, the Project, the Company,
Estridge, or the Builder is the subject of any threatened investigation, action, litigation, or
proceeding, either judicial or administrative. No notices have been received or process served or
other action taken with respect to the existence or enforcement of any outstanding orders, writs,
injunctions, or decree of any court, government, governmental authority, or arbitration against or
affecting all or any portion of the Property, the Project, the Company, Estridge, or the Builder.

Compliance. The Property and the Project are in compliance with all Permits, laws,
ordinances, statutes, rules, regulations, restrictions, and orders applicable thereto. No notice has
been received from any governmental authority that the Project or Property is in violation of any
of the foregoing or that remedial action is required to regain compliance. There is no pending or
threatened investigation or inquiry by any governmental authority with respect to the Property
and the Project. No law, ordinance, statute, rule, regulation, restriction, or order is pending
which, if enacted, would adversely affect the Property and the Project. Neither the Property nor
the construction of the Project on the Property nor the use of the Project when completed will
then violate, any presently existing applicable statute, law, regulation, rule, ordinance or order of
any kind whatsoever (including, but not limited to, any presently existing zoning or building
laws or ordinances, any presently existing environmental protection laws or regulations, or any
presently existing rules, regulations or orders of any governmental agency), or any Permit issued
with respect to the Project or any condition, easement, right-of-way, covenant or restriction of
record affecting the Property.

Utilities. The Company has entered into binding agreements with the providers of water,
storm and sanitary sewer, gas, electric and telephone services to provide such services in
sufficient quantities for the construction and the operation of 56 Lots in the Project and nothing
will prevent the Company from entering into similar agreements for such services in sufficient
quantity to complete the remainder of the Project. The Company has obtained all Permits and
approvals necessary to extend such lines and mains to bring such utility services to the Property.
Such Permits and approvals are in full force and effect. The Company holds all rights to such
Permits and approvals, has assigned no interests therein to others and has not contracted to assign
or grant rights therein to others. Such agreements and Permits provide for no extraordinary or
special (unique to the Property) tap-on charges and user fees. The plat of subdivision as
recorded or separate recorded instruments provide recorded easements to service every Lot
within the Project with all utilities. No easement for technology services (e.g. telephones, cable
television, alarm systems, and intra/internet service) shall be granted unless the form of such
easement has received the prior written approval of the Majority Investors and no such easement
shall be granted across unsubdivided portions of the Property.

Documents furnished. Neither this Agreement, nor any Related Document, nor any
exhibit or Schedule thereto or any document, report, financial statement, schedule, certificate, or
other statement required herein or therein furnished or to be furnished contains any untrue
statement of a material fact or omits to state a material fact relating to the Property, the Project,
the Purchase Contract, Government Commitments, Permits, the Company, Estridge, the Builder
or otherwise, and each of the foregoing is true and correct in all material respects. The financial
statements of Estridge and the Builder previously delivered to the Investors have been prepared
in accordance with generally accepted accounting principles consistently applied (except as may




be noted therein) and fairly reflect the financial condition, results of operations and cash flows of
Estridge and the Builder for the periods presented.

Zoning. The Property is duly and validly zoned for the construction of the Project. Such
zoning is unconditional, in full force and effect, and no attacks are pending or threatened with
respect thereto. The transfer of the Property will cause no change in such zoning.

Contracts. There are no contracts or agreements (either oral or written) affecting the
Property and the Project, including, without limitation, leases, tenancies or other contracts or
agreements relating to the design, engineering, construction, maintenance, development or
management thereof (collectively “Contracts™) other than those listed in Exhibit E. All right
title and interest in the Contracts is owned by the Company, free and clear of any liens or rights
and interests of third parties, Estridge, and the Builder (except for Estridge’s and the Builder’s
rights expressly contemplated by this Agreement and the Lot Sales Agreement). Heretofore true,
correct, and complete copies of all of such Contracts and all of the Plans and Specifications have
been furnished to Brunner and Billy Creek. Such Contracts are in full force and effect, are
unamended and no defaults or potential claims for default exist thereunder. The Company has
not previously assigned or contracted to assign the Contracts or any interests therein.

Brokerage Commissions and Finders Fees. No person is entitled to any brokerage fees
or commissions in connection with the Property, the Project or the transactions contemplated by
this Agreement and the Lot Sales Agreement which have not previously been paid in full.

Condemnation. No notices have been received from any governmental or quasi-
governmental body or agency or from any person or entity with respect to (and none are
expected or contemplated) any actual or threatened taking of the Property, or any portion thereof,
for any public or quasi-public purpose by the exercise of the right of condemnation or eminent
domain.

Proforma. The Proforma sets forth all expenses and costs incurred or estimated to be
incurred, in connection with the acquisition of the Property and the completion of the Project,
including all costs and expenses incurred or estimated to be incurred, established and maintained
in connection with the construction of the Improvements. All estimates set forth in the Proforma
are based on reasonable assumptions in light of the prior experience of Estridge and the Builder
in connection with other projects similar to the Project.

Priority Return. Each of the Investors will receive an Internal Rate of Return on its
investment in the Company of 19.5% based on the distributions the Company will make to the
Investors hereunder from the Revenues the Company will receive from Builder.

Existing Permits and Applications. All building, zoning and other permits (“Permits”)
heretofore issued for the Project and all applications submitted and pending for the Project are
listed and described on Schedule B. Al of the Permits are issued in favor of and are owned
solely by the Company. The Permits may be assigned and transferred without the imposition of
additional conditions except for the payment of a scheduled re-issue fee. All issued Permits are
in full force and effect, all fees required for the issuance thereof have been paid, and no actions
to revoke such Permits are pending or threatened. The Company has entered into no other




agreements to assign and transfer the Permits or to grant other rights to use the Permits.

Claims. There are no claims or liabilities (whether accrued, contingent, or otherwise)
relating to the Property and the Project, including recaptures and impact fees, other than those
described on Schedule C. There are no facts in existence that might reasonably serve as the
basis now or in the future for any liabilities or obligations with respect to the Property and the
Project, other than as described in Schedule C.

Taxes. All federal, state, local, and other governmental agencies, tax returns, information
returns, and reports required to be filed that relate to any tax or assessment levied, assessed, or
due have been filed with respect to the Property and the Project, and all taxes, assessments and
penalties, or deficiencies have been paid. There is no pending action or proceeding by any
governmental authority for assessment or collection of taxes and no claim for assessment or
collection of taxes has been asserted against the Company or the Property or the Project.

Not a Foreign Person. Neither the Company nor the Builder are a “foreign person”
under Section 1445 of the Internal Revenue Code of 1986, as amended, and each of them shall
satisfy the requirements of said statute.

Name, Logos, Trademarks and Trade names. The Company has exclusive rights to
use the name “Grandin Hall,” in connection with the Property and the Project, which it can
assign and transfer so that such name may be used without the payment of fees, royalties or
charges. The Company owns and has authority to assign all rights to use the logos, trademarks
and trade names, plus any applications filed or pending, previously obtained or filed for the
Project and the Property.

Assessments. The Property is not subject to any existing or proposed assessment liens
and is not now or in the future to be included in any utility, drainage, service or other assessment
district affecting the Property, other than assessments that may be levied by the Centennial
Homeowner’s Association, Inc.

Governmental Commitments. Except as listed on Schedule D, no commitments,
undertakings, or agreements have been made (or wilt be made or are required to be made) with
any governmental authority, utility company, or any other person or entity that would require any
contribution or dedication of money or land, annexation or disconnection of any portion of the
Property into any municipality, district, or govemmental unit or construction and installation of
improvements of a public or private nature on or off of the Property. The foregoing are
collectively called the “Governmental Commitments.”

Environmental Matters. To the knowledge of Estridge and the Builder, no one has ever
caused or permitted anyone to store, place, dump, release or bury any materials or substances,
including hazardous material (as hereinafter defined), on, under or into the Property or used the
Property as a treatment, storage, or disposal (whether permanent or temporary) site for any
hazardous material. To the knowledge of Estridge and the Builder, no one has or has permitted
others to store, place, dump, release or bury any hazardous materials on the Property. To the
knowledge of Estridge and the Builder, the Property contains no underground storage tanks and
no underground storage tanks have been removed from the Property.



For purposes hereof, “hazardous material” means (i) “hazardous substances” as defined
in 42 U.S.C. 9601 et seq. (CERCLAY); (ii) petroleum, including but not limited to crude oil or any
fraction thereof which is liquid at standard conditions of temperature and pressure (60 degrees
Fahrenheit and 14.7 pounds per square inch absolute); (iii) asbestos in any form or condition, and
(iv) any radioactive material, including but not limited in any source, special nuclear, or by-
product material as defined at 42 U.S.C. et seq. and (v) urea formaldehyde foam insulation and
polychlorinated biphenyls (PCBs).

The Schedules attached to this Exhibit are an integral part hereof.

SCHEDULE OF SCHEDULES
Schedule A - Permitted Exceptions
Schedule B - Permits
Schedule C - Liabilities

Schedule D - Government Commitments



Schedule A

Permitted Exceptions

Taxes for 2005, payable 2006, not yet due and payable.

Possible future assessments for repair and maintenance of the Emily Vestal Legal Drain.
None due at this time.

Annual assessment of $34.80 for repair and maintenance of the Fremont Randall Legal
Drain. First installment due May 10, 2005 is paid in the amount of $17.40 for Parcel No.
17-10-21-00-00-008.000. Installment due May 10, 2005 is paid in full for Parcel No. 17-
10-21-00-00-008.004.

Easement for electric underground line and incidental purposes in favor of Public Service
Company of Indiana, Inc., recorded May 26, 1989, as Instrument 89-10672 over a twenty
foot strip along the east side of Tract 2.



Schedule B

Permits

None.



Schedule C

Liabilities
Fifth Third Bank Loan $3,259,687.50
Estridge Development Co. $1.368,320.00

Total Liabilities $4,628,007.50



Schedule D

Government Commitments

L. Commitments Conceming the Use and Development of Real Estate by Estridge
Development Company to the Plan Commission of the City of Carmel.
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BCE ASSOCIATES I, LLC,
an Indiana limited liability company
OPERATING AGREEMENT
among

Estridge Development Company, Inc.
an Indiana corporation

as a Member and the Manager
and

Billy Creek Associates II, LP,
an Indiana limited partnership

as a Member
and
Brian J. Brunner

as a Member



BCE ASSOCIATESIL, LLC

 OPERATING AGREEMENT

This Operating Agreement (“Agreement”) is made as of October 17, 2005 by and
between Estridge Development Company, Inc., (“Estridge™), Brian J. Brunner (“Brunner™), and
Billy Creek Associates H, LP, an Indiana limited partnership (“Billy Creek™)(Brunner and Billy
Creek, collectively with their Permitted Transferees, referred to as the “Investors™).

Definitions of certain terms used in this Agreement are set forth in the Glossary of
Defined Terms attached to and forming a part of this Agreement.

On October 14, 2005, Estridge formed the Company to develop a planned residential
community located in Hamilton County, Indiana, known as Murphy Hall (as further defined
below, the “Project™), on property previously owned by Estridge. Estridge has previously
contributed all of its right, title and interest in and to the Project to the Company. Substantially
all of the stock of Estridge and The Estridge Group, Inc. (“Builder”) is owned by Paul E.
Estridge, Jr. (the "Guarantor"). As of the date of this Agreement, the Company and Builder are
entering into a Residential Lot Sales Agreement (the “Lot Sales Agreement”) pursuant to which
Builder will purchase from the Company upon the terms and conditions set forth in the Lot Sales
Agreement all of the lots developed by the Company (the "Lots") in accordance with the
Proforma Financial Information attached hereto as Exhibit C (the “Proforma™). Estridge and
Builder have represented and warranted to the Investors on Exhibit G hereto that each of the
Investors will receive an Internal Rate of Return on its investment in the Company of 19.5%
based on the distributions the Company will make to the investors hereunder from the Revenues
the Company will receive from Builder. Builder and Estridge acknowledge that their covenants
and other obligations under this Agreement and the Lot Sales Agreement, the representations and
warranties set forth on Exhibit G, and the personal guaranty of the Guarantor, are the primary
inducement for the Investors' investment in the Company.

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, and in consideration of the mutual agreements set forth in this Agreement and
intending to be legally bound, the parties hereto agree as follows:

Article 1
The Company

Section 1.1  Organization and Continuation. The Members hereby agree to continue
the Company as a limited liability company under the Act as of the day and year first above
written, for the purposes and upon the terms and conditions set forth in this Agreement.

Section 1.2 Name. The name of the Company shall continue to be BCE Associates II,
LIC and all business of the Company shall continue to be conducted in such name. The
Manager shall cause to be filed such certificates as may be required to ensure that the Company

is in compliance with the Act, any relevant assumed or trade name laws and other applicable
[aws.




Section 1.3 Place of Business. The principal office of the Company shall be located at
1041 West Main Street, Carmel, Indiana, or at such other place as may be approved by the
Manager. '

Section 1.4 Purpose. The sole purposes of the Company shall be to acquire that
certain real estate located in Hamilton County, Indiana described on Exhibit B (the “Property™),
and to improve, own, and dispose of the Property in accordance with the Plans and
Specifications and the Business Plan attached as Exhibit D and as otherwise provided in this
Agreement (the "Project").

Section 1.5  Purposes Limited. The Company’s activities shall be only for the
purposes specified in Section 1.4. Except as otherwise provided in this Agreement, the
Company shall not engage in any other activity or business and no Member shall have any
authority to hold itself out as an agent of another Member in any other business or activity.

Section 1.6  No Payments of Individual Obligations. The Company’s credit and assets
shall be used solely for the benefit of the Company. No asset of the Company shall be
transferred or encumbered for or in payment of any individual obligation of a Member.

Section 1.7  Statutory Compliance.

(a)  The Company shali exist under and be govemned by, and this Agreement
shall be construed in accordance with, the applicable laws of the State of Indiana. The
Manager shall make all filings and disclosures required by, and shall otherwise comply
with, all such laws. Additionally, the Company shall make all filings and pay all fees
required to qualify the Company as a foreign limited liability company in each state in
which the Company conducts any business and such qualification is necessary for the
Members to maintain limited liability status.

(b) The Manager shall execute and file in the appropriate records any assumed
or fictitious name certificate or certificates required by law to be filed in connection with
the formation, qualification and continuation of the Company as a limited liability
company, and shall execute and file such other documents and instruments and pay such
fees as may be necessary or appropriate with respect to such formation, qualification and
continuation of, and conduct of business by, the Company.

Section 1.8 Title to Property. All real and personal property owned by the Company
shall be owned by the Company as an entity and, insofar as permitted by applicable law, no
Member shall have any ownership interest in such property in its individual name or right except
as expressly provided in this Agreement and each Member’s interest in the Company shall be
personal property for all purposes.

Section 1.9 Duration. The duration of the Company shall be perpetual, until dissolved
pursuant to Article 9 of this Agreement.




Section 1.10  Registered Office and Registered Agent. The Company’s initial registered
agent for service of process and the registered office shall be that Person and location reflected in
the Articles of Organization filed with the Indiana Secretary of State. The registered office and
registered agent may be changed from time to time by filing the address of the new registered
office and/or the name of the new registered agent with the Indiana Secretary of State pursuant to
the Act.

Article 2
The Members

Section 2.1  Identification. Estridge, Brunner and Billy Creek shall be the initial
Members of the Company. No other Person may become a Member except by way of a Transfer
specifically permitted under and effected in compliance with Article 8 of this Agreement.

Section 2.2  Withdrawals. A Member may not withdraw from the Company except
upon liquidation of the Company pursuant to Article 9 or by a permitted Transfer pursuant to
Article 8. Except as otherwise provided herein, a Member shall not have the right to demand or
withdraw all or any portion of its capital contributions or any other distribution until the time of
(and on the same terms as) any such return or distribution is required to be made pursuant to
Section 4.1. In no event shall a Member have a right to demand or receive property other than
cash in return for capital contributions or otherwise.

Section 2.3  Conflicts.

(@) The Members and their Affiliates may conduct any business or activity
whatsoever that is unrelated to the Property or the Project (including the acquisition,
development, leasing, operation and sale of other real property) without any
accountability to the Company or to any Member even if such business or activity
competes with the business of the Company. Each Member understands that the other
Members and their Affiliates may be interested, directly or indirectly, in various other
such businesses and undertakings and each Member waives any rights it might otherwise
have to share or participate in such other interests or activities of the other Members and
their Affiliates.

(b) No Member or its Affiliates shall enter into any transaction with the
Company or related to the Property or the Project unless the material facts of the
transaction and the Member's (or its Affiliate's) interest is disclosed to the other Members
and the transaction is authorized, approved or ratified by the Majority Investors and
Estridge.

Section 2.4  Reimbursement and Fees. Unless expressly provided for in the Proforma
or in this Agreement, no Member and no Affiliate of a Member shall be paid any compensation
by the Company for services to the Company or be reimbursed by the Company for any expenses
whatsoever including, without limitation, overhead or general administrative expenses; provided,
however, that the Company will reimburse the Investors for (a) all reasonable legal, accounting
and other out-of-pocket expenses incurred by them in connection with (i) enforcing or defending
(or determining whether or how to enforce or defend) any rights of the Investors under this

3.
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Agreement, the Lot Sales Agreement or any Related Document or (ii) any insolvency or
bankruptcy of the Company, Estridge or the Builder or in connection with any work-out or
restructuring of the transactions contemplated hereby and (b) one-half of all reasonable legal,
accounting and other out-of-pocket expenses incurred by them in connection with the
structuring, negotiation and documentation of the transactions contemplated by this Agreement,
the Lot Sales Agreement, any Related Document or the Project, or any subsequent amendments
thereof.

Section 2.5  No Liability of Members. No Member shall be liable as such for any acts,
debits or liabilities of the Company. The failure of the Company to observe any formalities or
requirements relating to the exercise of its powers or management of its business or affairs under
this Agreement or the Act shall not be grounds for imposing personal liability on the Members
for any acts, debts or liabilities of the Company.

Section 2.6  Duties of Members. Each Member shall have the duties (a) to act openly,
honestly and reasonably with each other Member and with the Company; (b) not to misap-
propriate any propesty or assets of the Company for such Member's own benefit or for the
benefit of any other Person; and (c) not to make any willful misrepresentation, or any statement
that effectively constitutes a willful misrepresentation because of misleading omissions, to any
other Member of the Company that could reasonably be expected to materially adversely affect
the business, properties, assets, condition (financial or other) or prospects of the Company.
Except as set forth in the preceding sentence, no Member, as such, shall have any duty of loyalty,
duty of care or any other fiduciary duty of any character whatsoever to the Company or to any
other Member. No Member as such shall be required to devote any time to the business of the
Company.

Section 2.7  Indemnification of Investors. The Company shall indemnify, to the fullest
extent permitted by law as currently in effect or as the same may hereafter be amended, any
Person made or threatened to be made a party to any action, suit or proceeding, whether criminal,
civil, administrative or investigative, by reason of the fact that such Person is or was an Investor -
or an Affiliate of any Investor. To the fullest extent permitted by law as currently in effect or as
the same may hereafter be amended, expenses incurred by any such Person in defending any
such action, suit or proceeding shall be paid or reimbursed by the Company promptly upon
receipt by it of an undertaking of such Person to repay such expenses if it shall ultimately be
determined that such Person is not entitled to be indemnified by the Company. The rights
provided to any Person by this Section shall be enforceable against the Company by such Person,
who shall be presumed to have relied upon it in continuing to be a Member of the Company.

The indemnification provided by this Section shall not be deemed exclusive of any other rights
to which a Person seeking indemnification may be entitled. No amendment of this Section shall
impair the rights of any Person arising at any time with respect to events occurring prior to such
amendment.




Article 3
Capital of the Company

Section 3.1  Initial Capital Contributions. The Members have made or shall make
contributions to the capital of the Company of cash and property in the amounts, at the agreed
values and at the times set forth opposite their respective names on Exhibit A attached hereto and
incorporated herein by reference. No interest shail accrue on any contributions to the capital of
the Company, and no Member shall have the right to withdraw or to be repaid any capital
contributed by it, except as specifically provided in this Agreement.

Section 3.2  Use of Proceeds. The Company shall use the capital contributions made
by the Investors to immediately repay in full the Company's debt to Busey Bank set forth on
Schedule C to Exhibit G hereto (an shall immediately obtain a release of Busey Bank's mortgage

on the Property), and otherwise solely to pay other Project Expenses provided for in the
Proforma. :

Section 3.3 No Further Capital Contributions. Except for the cash and property
required to be contributed pursuant to Section 3.1, the Members shall not be required to
contribute additional capital to the Company.

Section 3.4  Member Loans. In the event that funds are needed by the Company for its
operations, any Member may (but shall not be required to) loan such funds to the Company
under such terms and conditions as may be agreed to between the Member and the Company,
with the prior written consent of the Majority Investors.

Article 4
Distributions

Section4.1  Distribution of Available Cash. All Available Cash shall be distributed at
least quarterly on the first business day of each calendar quarter in the following order of
priority:

(a)  First, to the Investors in an amount, if any, equal to the Quarterly
Distribution Payment;

(b)  Next, to the Investors to the extent of their Undistributed Capital
Contributions as of the date of such distribution;

(c)  Next, to the Investors to the extent of their Undistributed Priority Retumn
as of the date of such distribution; and

(d)  Thereafter, one hundred percent (100%) to Estridge.
All distributions to the Investors hereunder shall be payable to them pro rata in

proportion to the capital contributions made by them (or their predecessors) to the Company
pursuant to this Agreement.




Section 4.3  In-Kind Distribution. Assets of the Company shall not be distributed in
kind to the Members, without the prior written approval of the Manager and the Majority
Investors.

Section 4.4  Restriction on Distributions. The Company shall not make any
distribution to the Members unless (a) immediately after giving effect to the distribution, the
Company shall have sufficient cash available to meet the reasonably anticipated needs of the
Company; and (b) such distribution is made in compliance with the Act.

Article 5
Allocations and Tax Matters

Section 5.1  Allocation of Net Profits and Net Loss in General. Except as otherwise
provided in this Article S, Net Profits or Net Loss of the Company (and each item thereof) for
each Fiscal Year or other period shall be allocated to the Members as follows:

(@)  Net Profits shall be allocated in the following order of priority:

) First, to Estridge in proportion to, and to the extent of, the amount
by which the aggregate Net Loss previously allocated to Estridge pursuant to
Section 5.1(b)(iv) exceeds the aggregate Net Profits previously allocated to
Estridge pursuant to this Section 5.1(a)(i);

(i)  Next, to the Investors to the extent of the amount by which the
aggregate Net Loss previously allocated to them pursuant to Section 5.1(b)(iii)
exceeds the aggregate Net Profits previously allocated to them pursuant to this
Section 5.1(a)(ii);

(i)  Next, to the Investors to the extent of the amount by which their
accrued Net Priority Return for all years of the Company’s operations exceeds the
aggregate Net Profits previously allocated to the Investors pursuant to this
Section 5.1(a)(iii) for all years of the Company’s operations; and

(iv)  Thereafter, one hundred percent (100%) to Estridge.
(b)  Net Loss shall be allocated in the following order of priority:

(Y First, to Estridge in proportion to, and to the extent of, the amount
by which the aggregate Net Profits previously allocated to Estridge pursuant to
Section 5.1(a)(iv), exceeds the aggregate Net Loss previously allocated to
Estridge pursuant to this Section 5.1(b)(i);

(i)  Next, to the Investors, and to the extent of the amount by which the
aggregate Net Profits previously allocated to them pursuant to Section 5.1(a)(iii),
exceeds the aggregate Net Loss previously allocated to them pursuant to this
Section 5.1(b)(ii);




(iii)  Next, to the Investors to the extent of the amount by which their
Undistributed Capital Contributions exceed the excess of (1) the aggregate Net
Loss previously allocated to them pursuant to this Section 5.1(b)(iii), over (2) the
aggregate Net Profits previously allocated to them pursuant to Section 5.1(a)(ii);
and

(iv)  Thereafter, one hundred percent (100%) to Estridge.

Section5.2  Income Offset. Notwithstanding any other provision of this Agreement,
no Net Loss or item of deduction or loss shall be allocated to a Member to the extent such
allocation would cause or increase a deficit balance in such Member’s capital account. In
determining the extent to which the previous sentence is applicable in any Fiscal Year, each
Member’s capital account also shall be reduced by (i) atlocations of loss and deduction that, as of
the end of such Fiscal Year, reasonably are expected to be made to such Member pursuant to
Section 704(e)(2) of the Code, Section 706(d) of the Code and Treasury Regulations Section
1.751-1(b)(2)(ii), and (ii) distributions that, as of the end of such Fiscal Year, reasonably are
expected to be made to such Member to the extent they exceed offsetting increases to such
Member’s capital account that reasonably are expected to occur during (or prior to) the Company
taxable years in which such distributions reasonably are expected to be made. Any deduction
denied to a Member because of this Section 5.2 shall be allocated to the other Members in
proportion to their respective Interests. If any Member unexpectedly receives an allocation or
distribution described in clause (i) or (ii) above, which causes a deficit balance in such Member’s
capital account (as modified pursuant to this Section 5.2), such Member will be allocated items
of income and gain (consisting of a pro rata portion of each item of Company income and gain
for such year) in an amount and manner sufficient to eliminate such deficit, as quickly as
possible.

Section 5.3  Compliance with Regulations. The foregoing provisions of this
Agreement relating to the allocation of Net Profit and Net Loss are intended to comply with
Treasury Regulations Section 1.704-1(b) and shall be interpreted and applied in a manner
consistent with such regulations. The Members expect and intend that upon the liquidation of
the Company, after giving effect to all contributions and all allocations for all periods, and to
distributions of the Undistributed Capital Contributions plus all Undistributed Priority Returns,
the Members’ capital accounts will have positive balances in proportions that are consistent with
the manner in which distributions will be made under Section 4.1. If at any time it becomes
apparent that this would not be the result, then the allocations provided for in this Article 5 shall
be modified in a manner consistent with Treasury Regulations Section 1.704-1(b) and 1.704-2(b)
and Approved by the Members to the extent necessary to cause the Members’ capital account
balances to be in such proportions.

Section 5.4  Special Basis Adjustment. In connection with any Transfer of an Interest
permitted by the terms of this Agreement, or any distribution of Company property to a Member,
the Company (at the written request of any Member) shall elect under Section 754 of the Code,
at the time and in the manner provided in Treasury Regulations Section 1.754-1(b) (or any like
statute or regulation then in effect), to adjust the basis of the Company’s assets, provided that in -
the case of a Transfer the transferee pays all costs incurred by the Company in connection
therewith, including reasonable attorneys’ and accountants” fees.

-




Section 5.5  Tax Matters Partner. The Manager is hereby designated as the “Tax
Matters Partner” pursuant to the Code and, to the extent authorized or permitted under applicable
law, the Tax Matters Partner shall represent the Company in connection with all examinations of
Company affairs by taxing authorities, including resulting administrative and judicial
proceedings.

Article 6
Accounting and Records

Section 6.1  Books and Records.

(@3  The Manager shall keep at the Company’s principal office separate books
of account for the Company which shall show a true and accurate record (including bills
and invoices) of all costs and expenses incurred, all charges made, all credits made and
received and all income derived in connection with the operation of the Company
business. Such books and records shall be kept in accordance with generally accepted
accounting principles consistently applied.

(b)  Each Member shall, at its sole expense, have the right, at any time during
normal business hours and without notice to the others, to examine, copy and audit the
Company’s books and records. As often as may be reasonably requested, the Manager
shall permit any authorized representative designated by any Member, at such Member's
own expense, to visit and inspect the Project and to discuss the Company's affairs,
finances and accounts with the Manager and its representatives and the Accountants, all
upon reasonable advance notice and at reasonable times during normal business hours.

Section 6.2  Reports.

(@) The Manager, at its own expense, shall cause a sales report to be prepared
on a quarterly basis which contains traffic information and a sales analysis of the Project.
The Manager shall distribute these quarterly reports to each Investor by within thirty (30)
days after the end of each quarter.

(b)  The Manager, at its own expense, shall cause a report to be prepared on a
quarterly basis which contains relevant information regarding the Project, including
summaries of significant actions and events taken by the Company, a staterment of
sources and uses of funds, income statement and balance sheet, a comparison of the
Company’s financial results from the inception of the Company to the date of the report
with those in the Proforma, a schedule of projected taxable income for the Company and
any other information the Majority Investors may reasonably request and which can be
obtained and presented without undue effort and expense. The Manager shall distribute
these quarterly reports to the Investors within thirty (30) days after the end of each
quarter. :



()  Within forty five (45) days after the end of each Fiscal Year, the Manager
shall furnish each Member with financial statements of the Company which shail contain
a balance sheet as of the end of the Fiscal Year, statements of profit and loss, Available
Cash, and a statement of changes in the capital accounts and financial position for the
Fiscal Year then ended.

(d)  The Manager shall promptly deliver to the Investors such additional
financial and other information regarding the business and affairs of the Company and
the Project as the Majority Investors may reasonably request.

Section 6.3  Proforma. Attached as Exhibit C is a “Proforma” setting forth, on a
monthly basis, among other information, the anticipated costs of completing the Project in
accordance with the Business Plan and anticipated Revenues from sales of Lots pursuant to the
Lot Sales Agreement.

Section 6.4 IRR Analysis.

(a)  The Manager and the Builder have prepared an analysis of the expected
Internal Rate of Return on the capital to be contributed by the Investors (the “Original
IRR Analysis™), which is included in the Proforma. The Original IRR Analysis projects
that, over the life of the Project the Investors will receive at a 19.5% Intemal Rate of
Return on the capital to be contributed by them hereunder. Not later than thirty (30) days
after the end of each calendar quarter or more frequently as required in Section 6.4(b), the
Manager shall prepare and deliver, at its own expense, to the Investors a revised analysis
of the projected Internal Rate of Return to the Investors, as of the last day of that calendar
quarter, prepared in accordance with this Section (a “Revised IRR Analysis™). Each
Revised IRR Analysis shall calculate the expected Intemal Rate of Return to the
Investors (the “Projected IRR™) using (i) Revenues actually received from closed sales of
Lots as of the effective date of the repont, (ii) Revenues projected for unsold Lots to be
sold in accordance with the Proforma, (iii) Project Expenses paid as of the effective date
of the report, (iv) unpaid Project Expenses which will be required to complete the Project
in accordance with the Proforma. Each Revised IRR Analysis shall contain at least as
much detail about incurred and projected Project Expenses and sales of Lots, as the
Original IRR Analysis contains.

(b) At any time that the Manager believes that a Revised IRR Analysis will
show a Projected IRR of less than a 19.5%, it shall immediately notify the Investors and
deliver a Revised IRR Analysis, together with a calculation of the Projected Increased
Saies Prices for Lots which are scheduled to be purchased by the Builder during the
remainder of the Project, and such other information reasonably necessary to understand
the cause or causes for the decrease in the Projected IRR. Nothing in this paragraph shail
relieve the Manager from delivering the regularly scheduled Revised IRR Analysis
required above.




Section 6.5  Tax Retums. The Manager shall cause the Accountants to prepare, at the
Company’s expense, on a cash or accrual basis, as Approved by the Members, all income and
other tax returns of the Company and, subject to the provisions of Section 7.5, cause the same to
be filed in a timely manner. Within 60 days after the end of each tax year of the Company, the
Manager shall deliver to each Person that is or was a Member at any time during such tax year,
such tax information as shall be necessary for the preparation by such Persons of their federal
income tax returns. Upon the reasonable request of any such Person, the Manager shall furnish
to such Person such additional information as is reasonably available to the Manager with respect
to the Company as may be necessary to file other required returns or reports with governmental
agencies. The Manager shall notify the Members and Assignees of any available tax refunds,
credits or exemptions promptly in writing after the Manager becomes aware thereof.

Section 6.6  Fiscal Year. The fiscal year of the Company (its "Fiscal Year") shall be
the calendar year or any other period approved by the Manager. As used in this Agreement, a
Fiscal Year shall include any partial Fiscal Year at the beginning or end of the term of the
Company.

Section 6.7  Bank Accounts.

(a) The Manager shall have responsibility for the safekeeping and use of all
funds and assets of the Company. The funds of the Company shall not be commingled
with the funds of any other Person and the Manager shall not employ, or permit any other
Person to employ, such funds in any manner except for the benefit of the Company.

(b)  The bank accounts of the Company shall be maintained in such banking
institutions selected by the Manager, and withdrawals shall be made only in the regular
course of Company business and as otherwise authorized in this Agreement on such
signature or signatures as the Manager may determine.

(¢)  All funds of the Company shall be invested in such investments as are
Approved by the Members other than for cash management in the normal course of
business.

Article 7
Management and Operations

Section 7.1  Management. The day to day business and affairs of the Company
including, site planning and engineering, and completion of infrastructure, hardscape and
landscape on or ahead of schedule and at or below costs in the Proforma, shall be managed by its
Manager. The Manager shall direct, manage, and contro! the day to day business of the
Company to the best of its ability. Except for situations in which the approval of the Investors or
the Members is required by this Agreement or by nonwaivable provisions of applicable law, the
Manager shall have the authority, power, and discretion to manage and control the business,
affairs, and properties of the Company, to make all decisions regarding those matters and to
perform any and all other acts or activities customary or incident to the management of the
Company’s business and to otherwise implement the Proforma, including, but not limited to:
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(@) To do and perform all acts as may be necessary or appropriate to the
conduct of the Cornpany’s business;

(b)  To purchase liability and other insurance to protect the Company’s
property and business;

(c)  To execute on behalf of the Company all instruments and documents,
including, without limitation, checks, drafts, notes and other negotiable instruments,
mortgages or deeds of trust, security agreements, financing statements, documents
providing for the acquisition, mortgage or disposition of the Company’s property,
assignments, biils of sale, leases, partnership agreements, operating agreements of other
limited liability companies and any other instruments or documents necessary to the
business of the Company; and

(d)  To enter into any and all other agreements on behalf of the Company, with
any other person for any purpose, in such forms as the Manager may approve; provided,
that any such agreements (whether or not written) between the Manager and any of its
Affiliates shall be subject to the prior written approval of the Majority Investors.

Section 7.2 Standard of Care. The Manager shall use its best efforts to cause the
Company to timely complete the Project in accordance with the Business Plan, the Plans and
. Specifications and the Proforma. The Manager shall discharge its duties as Manager in good
faith, with the care an ordinarily prudent person in a like position would exercise under similar
circumstances, and in a manner the Manager reasonably believes to be in the best interests of the
Company.

Section 7.3  Insurance.

_ (@)  Coverage. The Manager shall procure and maintain, or cause to be
procured and maintained, at its expense, insurance in amounts that are customary and
reasonable for the Company’s business and in any event in amounts sufficient to enable
the Company to comply with applicable laws, regulations and requirements, provided
that the Company shall be responsible for the costs of liability insurance to the extent set
forth in the Proforma.

(b)  Policy Standards. All policies of insurance shall be issued by an insurer,
shall be in form and for amounts (including deductible and/or indemnity provisions)
approved by the Majority Investors, and shall name the Members and the Manager as
additional insureds.

(¢)  Administration. The Manager shall act on behalf of all named insureds
under each such insurance policy with respect to all matters pertaining to the insurance
afforded by each such policy, including the giving and receipt of notice of cancellation,
the payment of premiurns and the receipt of return premiums, if any, and of such
dividends as may be declared by any of the insurance companies issuing any of such
policies.
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Section 7.4  Personnel. The Manager is authorized to exercise its powers and
discharge its duties hereunder through its officers and/or employees and representatives. Neither
the Manager nor any Affiliate of the Manager shall be required to devote its full time to the
business of the Company, but shall only be obligated to devote such time and attention to the

conduct of the business of the Company as shall be reasonably required for the conduct of such
business.

Section 7.5  Maijor Decisions.

(@)  Unless specifically set forth in the Proforma, the Manager shall have no
authority to do any of the following acts on behalf of the Company without the prior
written approval of the Majority Investors:

(i) acquire, by purchase, lease, or otherwise, any direct or indirect
interest in any property in addition to the Property, or make any capital
improvements;

(i)  sell or convey the Project or any portion thereof or any interest
therein;

(iif) confess a judgment against the Company, submit a Company claim
to litigation or arbitration, or settle any litigation or arbitration;

(iv)  enter into any lease or other occupancy arrangement;

(v)  admit a new Member to the Company or issue any profits interest
in the Company to any Person;

(vi)  do any act in contravention of this Agreement or which would
make it impossible or unreasonably burdensorme to carry on the business of the
Company;

(vii) enter into, modify, terminate, or waive any breach of or default
under or give any consent under any agreement with the Manager or any Affiliate
of the Manager, including the Lot Sales Agreement;

(viii) acquire an interest in or transfer property to another Person, except
pursuant to the Lot Sales Agreement;

(ix) give any conseat or approval under any contract or agreement if
the subject of such consent or approval would require approval of the Investors
under this Section were it to be undertaken directly by the Company;

(x)  effect any reorganization of the Company into any other legal

form, or any merger or consolidation of the Company with or into any other
Person;
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(xi}  incur any debt for borrowed money other than as provided in the
Proforma; or

(xii) petition or apply to any tribunal for the appointment of a trustee or
receiver ot for the liquidation of any of its assets or commence any proceeding on
behalf of the Company under any bankruptcy, reorganization, arrangement,
insolvency, readjustment of debts law of any jurisdiction or consent to the filing
of any such proceedings by any other person.

Section 7.6  Fees. The Company shall pay to the Manager a fee equal to three
thousand ($3,000) at the time of closing of each Lot from the proceeds received by the Company
from the Builder under the Lot Sales Agreement. This fee shall be used by the Manager solely to
pay Administrative Expenses; provided, however, that if the Projected IRR for any Revised IRR
Analysis is less than 19.5%, the Manager shall not be paid any fee unless the Projected IRR
calculated for the next quarter has been increased to 19.5% in accordance with Section 10.3.

Section 7.6. No Resignation by Estridge. Estridge may not resign as Manager without
the prior written consent of the Majority Investors in their sole discretion.

Article 8
Transfer of Interests

Section 8.1  Restrictions on Transfer. Except as expressly provided for in this
Agreement, no Member may Transfer all or any portion of its Interest or withdraw from the
Company. Any such attempted Transfer, withdrawal or retirement not permitted hereunder shall
be null and void.

Section 8.2  Permitted Transfers. Subject to Section 8.4 below, the following
Transfers of Interests are permitted by this Agreement:

(@)  aTransfer made by an Investor to its Affiliates;

(b)  aTransfer made by an Investor who is a natural person, (i) upon the death
or disability of the Investor his personal representatives, guardians, executors,
administrators, testamentary trustees, legatees or beneficiaries (the "Estate"); (ii) to a-
trust, partnership, limited liability company or other estate planning vehicle the
beneficiaries, partners or members of which are only the Investor and his spouse,
siblings, stepchildren or direct lineal ancestors or descendants (a "Trust™); (iii) madé as a
gift to the Investor's spouse, lineal descendants or stepchildren (the "Family"); or (iv) by
the Estate, a Trust or the Family (the "Family Group™) to any other member of that
Family Group; or

(¢)  aTransfer made with the prior written consent of the Manager and the
Majority Investors in their discretion.
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Section 83  Assignee Not A Member in Absence of Approval. Notwithstanding
Section 8.2 or anything in this Agreement to the contrary, any transferee of an Interest shall be
an assignee and have no right to participate in the management of the business and affairs of the
Company, to exercise any voting power with respect to the transferred Interest, or to become a
Member, uniess the Manager and the Majority Investors approve the admission of the transferee
as a Member; provided, however, that no approval for such admission shall be required if the
transferee is an existing Member, or an Affiliate or the member of the Family Group of an
existing Member, at the time of such Transfer (unless such Transfer is to a Family Group
member in connection with a divorce proceeding).

Section 8.4  General Transfer and Compliance Provisions.

(a)  All permitted Transfers shall be by instrument in form and substance
reasonably satisfactory to counsel for the Manager, shall contain an expression by the
assignee of its intention to accept the assignment and to accept and adopt all of the terms
and provisions of this Agreement, as the same may have been amended, and shall provide
for the payment by the assignor of all reasonable expenses incurred by the Company in
connection with such assignment, including the amendments to this Agreement necessary
to reflect such Transfer.

(b)  Notwithstanding anything to the contrary herein, in no event shall any
Member Transfer an Interest or permit any Transfers by its direct and indirect owners if,
as a result, the Company would terminate under Section 708 of the Code if such
termination would cause any Member or the Company to recognize a material amount of
income or gain or incur a material amount of expense.

Section 8.5  Tax Allocations and Cash Distributions. If any Interest is Transferred
during any Fiscal Year, Net Profits and Net Laoss, or each item thereof, and all other items
attributable to such Interest for such Fiscal Year shall be allocated to the transferee in accordance
with Section 706(d) of the Code, using any conventions permitted by law and selected by the
Manager. All distributions paid on or before the date of a Transfer shall be paid to the transferor,
and all distributions paid thereafter shall be made to the transferee. Any reference in this
Agreement to a capital contribution of, or distribution to, a Person shall include all capital
contributions or distributions previously made by or to any predecessor of such Person on
account of its Interest so transferred. If a Transfer does not comply with the provisions of this
Article 8, then all of such items shali be allocated to the Person who attempted to make the
Transfer.

Article 9
Termination of the Company

Section 9.1  Events of Dissolution. The Company shall dissolve upon the first to occur
of the following events:

(a)  at the election of the Majority Investors at any time after the Majority

Investors notify Estridge that an Event of Default has occurred, whether or not the
Majority Investors have exercised their right to remove Estridge;
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(b) the sale or other disposition of all or substantially all of the assets of the
Company with the prior written approval of the Majority Investors, unless such sale or
other disposition involves any deferred payment of the consideration for such sale or
disposition, in which case the Company shall not dissolve until the last day of the
calendar year during which the Company shall receive the balance of such deferred
payment;

(c) the mutual written determination of the Manager and the Majority
Investors to dissolve the Company;

(d)  atany time that there ceases to be at least one Member; or

(e)  the issuance of a decree of dissolution by a court of competent
jurisdiction.

Section 9.2 Effect of Dissolution. Upon dissolution of the Company pursuant to

Section 9.1, the Company shall continue solely for the purposes of liquidating all of the assets
owned by the Company (until all such assets have been sold or liquidated) and collecting the
proceeds from such sales and all receivables of the Company or until the same have been written
off as uncollectible. Upon such dissolution, the Company shall engage in no business thereafter
other than that necessary to cause the Project to be operated on an interim basis and for the
Company to collect its receivables, liquidate its assets and pay or discharge its liabilities.

Section 9.3  Sale of Assets by Liquidating Trustee.

(@) Upon dissolution of the Company, the Manager shall, as “Liquidating
Trustee”, proceed diligently to wind up the affairs of the Company and distribute its
assets, unless the dissolution occurred because of an event described in Section 9.1(a) in
which case the Majority Investors may, in their discretion, designate another Person to be
Liquidating Trustee. Another Person may be selected by the Majority Investors to
succeed the original Liquidating Trustee, or to succeed any subsequently selected
successor, whenever the Person originally selected or any such subsequently selected
successor, as the case may be, fails for any reason to carry out such purpose. The
Liquidating Trustee may be an individual or Entity.

(b)  The Liquidating Trustee shall promptly after dissolution offer all of the
assets of the Company, other than cash, (either as an entirety or on an asset-by-asset
basis) promptly for sale, upon such terms as the Liquidating Trustee shall determine.

(c)  The fact that a Person is a Member or its Affiliates shall not preclude the
Person from bidding for any or all of the assets being offered for sale.

(d)  The decision to accept or reject an offer to purchase assets of the
Company (a “Purchase Offer”) shall be made solely by the Liquidating Trustee, provided,
however, that if the dissolution occurred because of an event described in Section 9.1(a)
the Liquidating Trustee shall not accept a Purchase Offer without the approval of the
Majority Investors.
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(¢)  In winding up the affairs of the Company, the Liquidating Trustee shall
pay the liabilities of the Company in such order of priority as provided by law.
Distributions to the Members shall be made in accordance with their positive capital
account balances, taking into account all capital account adjustments for the Company's
taxable year in which the liquidation occurs. Notwithstanding the foregoing,
distributions made pursuant to this Article 9 are intended to be in strict compliance with
the priority of distributions required by Section 4.1 hereof and if distributions pursuant to
this Article 9 do not comply with the requirements Section 4.1, the capital account
balances of the Members will be adjusted by reallocating allocations of gross income and
deductions to the full extent permitted under Section 704 of the Code until such capital
account balances are in such amounts to cause the final distribution pursuant to this
Article 9 to conform to the requirements of Section 4.1. '

(f)  Liquidation proceeds shall be paid within 60 days of the end of the
Company's taxable year or, if later, within 90 days after the "date of liquidation" (as such

- term is defined in the Treasury Regulations). Such distributions shall be in cash unless

the Majority Investors agree otherwise.

(g)  The Builder’s obligations under Section 10.3 shall terminate upon the
Majority Investors' election to dissolve the Company under Section 9.1(a), as provided in
the Lot Sales Agreement.

Article 10
Removal of Estridee

Section 10.1 Removal of Estridge. Notwithstanding anything contained in this

Agreement to the contrary:

(@) The Majority Investors shall have the right to remove Estridge pursuant to
this Section at any time after the occurrence of any of the following events (each an
“Event of Default”):

(i) the Majority Investors have issued an Unmatured Event of Default
Notice to Estridge and Builder has failed to pay the entire Projected Increased
Sales Prices when due in accordance with Section 10.3; or

(i)  Estridge, the Builder or the Guarantor has failed to cure an
Unmatured Event of Default (whether or not it is capabie of being cured) within
thirty (30) days after the Majority Investors have notified Estridge that the default
must be cured (the “Cure Period™).

(iii)  Estridge, the Builder or the Guaraator (i) is generally not paying,
and admits in writing its inability to pay, its debts as they become due, (ii) files, or
consents by answer or otherwise to the filing against it of, a petition for relief or
reorganization or arrangement or any other petition in bankruptcy, for liquidation
or to take advantage of any bankruptcy, insolvency, reorganization, moratorium
or other similar law of any jurisdiction, (iii) makes an assignment for the benefit
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of its creditors, (iv) consents to the appointment of a custodian, receiver, trustee or
other officer with similar powers with respect to it or with respect to any
substantial part of its property, (v) is adjudicated as insolvent or to be liquidated,
or (vi) takes corporate action for the purpose of any of the foregoing; or

(iv)  acourt or governmental authority of competent jurisdiction enters
an order appointing, without consent by Estridge, the Builder or the Guarantor, as
applicable, a custodian, receiver, trustee or other officer with similar powers with
respect to it or with respect to any substantial part of its property, or constituting
an order for relief or approving a petition for relief or reorganization or any other
petition in bankruptcy or for liquidation or to take advantage of any bankruptcy or
insolvency law of any jurisdiction, or ordering its dissolution, winding up or
liquidation, or any such petition shall be filed against Estridge, the Builder or the
Guarantor and such petition shall not be dismissed within thirty (30) days.

(b)  The Majority Investors may exercise their right to remove Estridge at any
time after the occurrence of any Event of Default, by giving Estridge notice of the
exercise of this right, which notice will set forth the basis for removal and the effective
date, which may be immediately upon delivery of the notice (the “Removal Notice™).

(c) Unless the Removal Notice specifies otherwise, upon delivery of the
Removal Notice Estridge shall cease to be the Manager and a Member of the Company
and shall have no further right to participate in the Company’s business, Net Profits, Net
Loss or distributions. Upon removal of Estridge, Estridge’s entire Interest in the
Company and its rights under this Agreement shall automatically and immediately cease
without the payment of any consideration therefore. Such removal shall not relieve
Estridge, the Builder, the Guarantor or any of their Affiliates from any liability that any
of them may have for breach of this Agreement, the Lot Sales Agreement, the Guaranty
of the Guarantor or any other Related Document. Upon such removal, Estridge shall
immediately turn over to the Majority Investors or their designee possession of all of the
Company's books, records, properties and assets.

Section 10.2  Unmatured Events of Default. The occusrence of any of the following
shall constitute an “Unmatured Event of Default™:

(a)  Estridge, the Builder, the Guarantor or any of their respective Affiliates
has breached or otherwise failed to comply with any provision of this Agreement, the Lot
Sales Agreement, the Guaranty of the Guarantor or any of the other Related Documents;
or

(b)  the Guarantor dies, ceases to own a controlling interest in Estridge or the

Builder, or ceases to be the chief executive officer of Estridge and the Builder active in
the full time management of their business.
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Estridge shall notify the Investors immediately upon leaming that any Unmatured Event
of Default has occurred. At any time after learning that an Unmatured Event of Default has
occurred, the Majority Investors may notify Estridge that they intend to remove Estridge if the
Unmatured Event of Default is not cured (whether or not it is capable of being cured) within the
Cure Period (an “Unmatured Event of Default Notice™).

Section 10.3 Qbligation to Cure Projected IRR Deficiency. If any Revised IRR
Analysis shows a Projected IRR of less than 19.5%, then Builder shail acquire Lots during the
remainder of the Project for purchase prices which will cause that Revised IRR Analysis to yield
a 19.5% Projected IRR (the purchase prices as increased are referred to in this Agreement as the
“Projected Increased Sales Prices”™).

Section 10.4 No Waiver. Failure of any Member to insist upon compliance with any
provision of this Agreement shall not constitute a waiver of the rights of such Member to
subsequently insist upon compliance with that provision or any other provision of this
Agreement.

Article 11
Miscelaneous

Section 11.1 Notices. All notices required or permitted by this Agreement shall be in
writing and may be delivered in person to any party or may be sent by registered or certified
mail, with postage prepaid, return receipt requested and with a copy by telefacsimile, or may be
transmitted by telegraph, commercial overnight carrier service, personal delivery, telefacsimile
or other commercially reasonable means and addressed:

in the case of Estridge, to:

The Estridge Development Company, Inc.
1041 West Main Street

Carmmeti, Indiana 46032

Attention: Michael J. Keller

Fax number: 317/582-2452

with a copy to:

Krieg DeVault LLP

One Indiana Square, Suite 2800
Indianapolis, IN 46204

Attention: Michael J. Messaglia, Esq.
Fax number: 317/636-1507
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and in the case any Investor, to such Investor:

¢/o Brian J. Brunner
CenterPoint Consulting LLC
P.0O. Box 280

56 North Main Street
Zionsville, IN 46077

Fax number: (317) 733-3555

with copies to:

Baker & Daniels LLP

600 East 96" Street, Suite 600
Indianapolis, IN 46240
Attention: . Jeffrey Brown
Fax number: 317/569-4613

or to such other address as shall, from time to time be supplied in writing by any party to the
others. Notice sent by registered or certified mail, postpaid, with return receipt requested,
addressed as above provided, shall be deemed given on the day of actual receipt or four (4)
business days after deposit in the United States mail, whichever is earlier. If notice is
telegraphed or faxed the same shall be deemed given the first business day after the transmission
thereof. If notice is sent by commercial overnight carrier, the same shall be deemed given the
first business day after such notice is receipted by such carrier for next day delivery. Any notice

or other document sent or delivered in any other manner shall be deemed given only if and when
received.

Section 11.2  Successors and Assigns. Subject to the restrictions on Transfer set forth
herein, this Agreement shal! bind and inure to the benefit of the parties hereto and their
respective legal representatives, successors and assigns.

Section 11.3  No Oral Modifications; Amendments. No oral amendment of this
Agreement shall be binding on the Members. This Agreement may be amended only by a
written instrument executed by Estridge and the Majority Investors.

Section 11.4 Captions. Any article, section or paragraph title or caption contained in
this Agreement and the table of contents are for convenience of reference only and shall not be
deemed a part of this Agreement.

Section 11.5 Terms. Common nouns and pronouns shall be deemed to refer to the
masculine, feminine, neuter, singular and plural, as the identity of the Person or Entity may in the
context require. Any reference to the Code, Act or other statutes or laws shall include all
amendments, modifications or replacements of the specific sections and provisions concerned.

The term “include” and derivatives thereof shall be construed in an illustrative and not a
limitative sense.
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Section 11.6 Invalidity. If any provision of this Agreement shall be held invalid, it
shall not affect in any respect whatsoever the validity of the remainder of this Agreement.

Section 11.7 Counterparts. This Agreement may be executed in the original or by
telecopy in counterparts, each of which shall be deemed an original and all of which, when taken
together, shall constitute one and the same instrument, binding on the Members, and the
signature of any party to any counterpart shall be deemed a signature to, and may be appended
to, any other counterpart.

Section 11.8  Further Assurances. The parties hereto agree that they will cooperate with
each other in good faith and will execute and deliver, or cause to be delivered, all such other
instruments, and will take all such other actions, as cither party hereto may reasonably request
from time to time in order to effectuate the provisions and purposes hereof.

Section 11.9 Complete Agreement. This Agreement constitutes the complete and
exclusive statement of the agreement between the Members with respect to the matters covered
hereby. This Agreement supersedes all prior written and oral statements and no representation,
statement, condition or warranty not contained in this Agreement shall be binding on the
Members or have any force or effect whatsoever.

Section 11.10 Enforcement Rights. Each party to this Agreement acknowledges and
agrees that the agreements set forth herein are fundamental to the other parties' willingness to
enter into and be bound by this Agreement. Accordingly, each party hereby agrees that each
other party, jointly and/or severally, may institute and maintain any action, suit or proceeding, at
law or in equity (including, without limitation, specific performance or temporary and permanent
injunctive relief (without any requirement to post any bond or other security)), against any party
to enforce, or otherwise act in respect of, the agreements of such party set forth in this
Agreement. Such relief shall not be exclusive, but shall be cumulative and shall be in addition to
damages and any other rights or remedies otherwise available at law or in equity.

Section 11.11 Atiomeys’ Fees. If any proceeding is brought by one Member against
another to enforce, or for breach of, any of the provisions in this Agreement, the prevailing
Member shali be entitled in such proceeding to recover reasonable attorneys’ fees together with
the costs of such proceeding therein incurred from the nonprevailing Member. Except as
provided in Section 2.4 hereof, each Member shall pay its own attorneys’ fees and expenses in
connection with the negotiation, preparation and execution of this Agreement.

Section 11.12 Governing Law. This Agreement shall be construed and enforced in
accordance with the laws of the State of Indiana.

Section 11.13 No Third Party Beneficiary. This Agreement and any other agreement
among the Members to pay any amount and any assumption of liability herein or therein
contained, express or implied, shall be only for the benefit of the Members and their respective
heirs, successors and assigns, and neither this Agreement nor such other agreement or
assumption shall inure to the benefit of the obligees of any indebtedness or any other party
whomsoever, it being the intention of the Members that no one shall be deemed to be a third
party beneficiary of this Agreement or such other agreement.
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Section 11.14 Exhibits and Glossary. Each of the Exhibits and the Glossary attached
hereto are hereby incorporated herein and made a part hereof for all purposes, and references
thereto in this Agreement shall be deemed to include this reference and incorporation.

Section 11.15 Estoppels. Each Member shall, upon not less than fifteen (15) days’
written notice from another Member specifying the purpose for and the addressee of such
statement, execute and deliver to that other Member a statement stating whether or not there are,
to such Member’s knowledge without independent investigation, any uncured defaults under this
Agreement on the part of any other Member and its Affiliates and specifying such defaults if any
are claimed. Any such statement may be relied upon by third parties, but shall not otherwise
release the Member for whose benefit such statement is delivered from the consequences of any
uncured defaults hereunder whether or not disclosed in such statement.

Section 11.16 References to this Agreement. Numbered or lettered articles, sections and
subsections herein contained refer to articles, sections and subsections of this Agreement unless
otherwise expressly stated. The words “herein,” “hereof,” “hereunder,” “hereby,” “this
Agreement” and other similar references shall be construed to mean and include this Agreement

and all amendments thereof and supplements thereto unless the context shall clearly indicate or
require otherwise.

Section 11.17 Consents and Approvals. Whenever the consent or approval of a Member
is required by this Agreement, such Member shall have the right to give or withhold such
consent or approval in its sole discretion, unless otherwise specified.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK;
SIGNATURES APPEAR ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the partics hereto have executed this Agreement as of the date

and year first above written.
Estridge %

" Paul E. Estn e, JI. its firesident

W

Bfan 1. Bn@{er

Billy Creek Associates IT, L.P.

g/ %%73 % , its general partner

Otto N. Frefizel IV

For purpose of joining in making the representations attached as Exhibit G and agreeing to be
bound to the terms of this Agreement the undersigned have executed this Agreement as of the

date and year first above written.
Estridge Develo f Inc.

Paul E. Estndgc its President

Paul B. Estridge, Jr. tresident
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GLOSSARY OF DEFINED TERMS

BCE Associates II, LI.C
Operating Agreement

The following terms, as used in this Agreement, shall have the meanings set forth in this
Glossary or in the sections of this Agreement referred to after each term.

Accountants: Somerset CPAs, P.C. or such other firm of nationally-recognized independent
certified public accountants as may be Approved by the Members.

Act: The Indiana Business Flexibility Act as from time to time in force.

Administrative Expenses: Expenses described on Exhibit F.

Affiliate: A Person that directly or indirectly, through one or more intermediaries, controls, is
controlled by, or is under common control with the Person in question and any officer, director,
manager, managing member, partner, trustee, employee, stockholder (fifteen percent (15%) or
more) or direct or indirect owner of any Person referred to in the preceding clause or their
respective family members, which includes children of a spouse and of a former spouse. For
purposes of this definition, the term “control” means the ownership of beneficial interests in an
Entity which in the aggregate give the owner thereof the right to cast fifteen percent (15%) or
more of the votes with respect to any question that may be decided by owners of interests in such
Entity. However, in no event shall any Investor or its Affiliates be deemed an Affiliate of the
Company, Estridge or their Affiliates and in no event shall Estridge or its Affiliates be deemed
an Affiliate of any Investor or its Affiliates.

Agreement: As defined in the Preamble.
Approved by (or Approval of) the Members: That the action in question has been approved in

writing by Estridge and the Majority Investors.

Available Cash: As to any particular Fiscal Year or portion thereof, Revenues plus any proceeds
from debt used to fund the payment of the Quarterly Distribution Payment less the sum of the
following:

(@) Project Expenses paid during such period; plus

(b)  aprovision for reasonable working capital reserves and a reserve for projected
Project Expenses, in each case in the amount set forth in the Proforma.

Code: The Internal Revenue Code of 1986, as amended from time to time and all published
rules, rulings and regulations thereunder at the time of reference thereto.

Company: The limited liability company governed by the Agreement as said limited liability
company may from time to time be constituted and amended.




Entity: Any general partnership, limited partnership, limited fiability partnership, limited
liability company, corporation, joint venture, trust, business trust, cooperative or association.

Events of Default: Section 10.1(a).

Fiscal Year: Section 6.6.
Improvements: As defined in Exhibit C.

Interest: The entire interest (which may be segmented into and/or expressed as a percentage of
various rights and/or liabilities, as applicable) of a Member in the Company at any particular
time, including the right of a Member to any and all benefits to which a Member may be entitled
as provided in this Agreement and in the Act, together with the obligations of such Member to
comply with all the terms and provisions of this Agreement and of the Act.

Internal Rate of Return or IRR: The annual discount rate that results in a net present value equal
to zero when the discount rate is applied to all capital contributions made by, and all distributions
received by, a Person (with all cash flows recorded on the actual day that such funds were
disbursed), all caiculated in accordance with accepted financial practice.

Liquidating Trustee: Section 9.3.

Lot Sales Agreement: That certain agreement between the Company, as seller, and the Builder,
as buyer, pursuant to which the Builder has the exclusive right and obligation to purchase the
Lots at the prices set forth therein and herein for the sole purpose of constructing single family
residences and selling them to the public.

Maijority Investors: Those Investors that have made a majority of the capital contributions made
by the Investors.

Manager: Estridge, provided that, if Estridge is removed in accordance with Section 10.1, the
Majority Investors shall have the right, in their sole discretion, to appoint any other Person to
become a successor Manager hereunder.

Member: Estridge, Brunner, Billy Creek and such successors, assigns or additional members as
may be admitted as members of the Company, from time to time, pursuant to the terms of this
Agreement.

Net Priority Return: The amount by which an Investor's Priority Return exceeds the Investor's
capital contributions to the Company.

Net Profits and Net Loss: “Net Profit” and “Net Loss” shall mean, for each Fiscal Year or other
period, an amount equal to the Company’s taxable income or loss for such Fiscal Year or period,
determined in accordance with Code Section 703(a) (for this purpose, all items of income, gain,
loss or deduction required to be stated separately pursuant to Code Section 703(a)(1) shall be
included in taxable income or {oss), with the following adjustments:




@) any income of the Company that is exempt from Federal income tax and not
otherwise taken into account in computing Net Profit or Net Loss shall be added
to such taxable income or loss;

(b)  any expenditures of the Company described in Code Section 705(a)(2)(B) or
treated as Code Section 705(a)(2)(B) expenditures under Code Section 704(b) and
not otherwise taken into account in computing Net Profit or Net Loss shall be
subtracted from such taxable income or loss; and

©) any amount that is allocated pursuant to Section 5.2 shall be excluded from the
determination of Net Profit and Net Loss. :

Person:- Any individual or Entity, and the heirs, executors, administrators, legal representatives,
successors and assigns of such Person where the context so admits.

Permitted Transferee. A transferee in a Transfer of an Interest permitted by Section 8.2 hereof.

Plans and Specifications: All architectural or engineering plans, specifications, working
drawings, designs, models and other similar architectural or engineering materials prepared for
of in connection with the Project (or any portion thereof).

Priority Return: The amount of cash distributions which, if received by the applicable Investor
on the date of determination, would result in an Internal Rate of Return to the Investor of 19.5%
(computed in accordance with the definition of "Internal Rate of Return" herein and taking into
consideration the timing and amounts of all capital contributions and distributions in respect of
such Investor's Interest in the Company).

Proforma: The Proforma attached as Exhibit C with such revisions as are approved in
accordance with Section 6.4.

Project Expenses: All expenditures, expenses and charges relating to the acquisition,
improvement or development of the Property, or any portion thereof, and the operations of the
Company, including the fee payable pursuant to Section 7.6. '

Projected Increased Sales Prices: Section 10.3.

Projected IRR: Section 6.4(a).

Purchase Offer: Section 9.3(d).

Quarterly Distribution Payment: With respect to each Investor, an amount equal to the product
of (x) 3% per quarter (i.€., a rate of 12% per annum) multiplied by (y) the amount of the
Investor's Undistributed Capital Contributions (calculated prior to giving effect to any
distribution pursuant to Section 4.1(b) for such quarter).

Revenues: As to any particular Fiscal Year or portion thereof, the total cash receipts of the
Company from sales of Lots or otherwise.




Revised IRR Analysis: The reports required under Section 6.4.

Tax Matters Partner: Section 5.5.

Transfer: Any sale, transfer, assignment, pledge, hypothecation, gift, conveyance, security
interest or other encumbrance, or any contract therefor, any voting trust or other agreement with
respect to the transfer of voting rights or any other beneficial interest in, or any other transfer or
disposition (including, without limitation, any disposition that would constitute a "sale" within
the meaning of the Securities Act of 1933, as amended) whatsoever affecting the right, title,
interest or possession in or to any Interest, whether direct or indirect, voluntary, involuntary, by
operation of law or otherwise.

Treasury Regulations: Regulations promulgated pursuant to the Code by the United States
Treasury Department, as amended from time to time.

Undistributed Capital Contributions: With respect to each Investor, an amount equal to the
excess of (a) the aggregate capital contributions to the Company made by such Investor (or its
predecessors), minus (b) the sum of all previous distributions received by such Investor (or its
predecessors) pursuant to Section 4.1(b).

Undistributed Priority Return: With respect to each Investor, the remaining amount the Investor
would need to receive on the date of determination in order to achieve the Priority Return on the
date of determination, taking into account the sum of all distributions received by such Investor
(or its predecessor) pursuant to Section 4.1 for all periods up to the date the determination is
being made.

Unmatured Event of Default: Section 10.2.

Unmatured Event of Default Notice: Section 10.2.




EXHIBIT A
EXHIBIT B
EXHIBIT C
EXHIBIT D

EXHIBIT E

EXHIBIT F

EXHIBIT G

Exhibit List
Capital Contributions
Legal Description of Property
Proforma
Business Plan for the Project

List of Contracts and other Personal Property Assigned to the Company by
Estridge

Administrative Expenses (to be paid by Estridge out of its Fee)

Estridge and the Builder Representations and Warranties



EXHIBIT A
. Capital Contributions
®
Member Capital Contribution
° Billy Creek Associates II, LP $3,500,000.00
Brian J. Brunner $100,000.00
Estridge Development Company, Inc. Estridge has contributed to the Company the
' Property and its entire right, title and interest in the
¢ Project, including those assets described on Exhibit
E. In addition, Estridge will contribute to the
Company from time to time 100% of the cash equity
required to complete the Project in excess of the
capital contributions of the other Members set forth
® above.
®
[
e




EXHIBIT B
Lepal Description of Property

A part of the East Half of the Northeast Quarter of Section 20, Township 18 North, Range 3 East, Hamiiten Gounty,
Indizna described as follows:

Beginning at the Southeast comer af said East Half; thence South 89 degreas 32 minutes 42 seconds West slong the
south fine of sald East Half a distance of 1331,15 feet to the Scithwest comer of sakd East Half; thence North 0D
degrees 08 minutes 01 seconds Waest along the west lina of sald East Half a distance of 1814.26 keet; thence North 89
degrees 32 mintes 42 seconds East paraliel with saki couth line a distance of 1325 68 feet 1o a Mag nall sat this survey
and paint being on the east line of said Northeast Qluarter: thence South 00 degrees 18 minutes 23 seconds East ajong
sald east line a distance of 1814.23 feet to the Point of Baginning.
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EXHIBIT C
Proforma

The Company will engage in the acquisition and development of 55 acres located at 141
Street and Towne Road in Carmel, Indiana (sec Exhibit B). The Project witl be developed for
lots suitable for single family residential construction. The Company will not engage in the
business of constructing residences and townhouses and, consequently, the capital requirements
of the Company do not and will not inctude or reflect any costs incurred or to be incurred in
connection with such stage of development.

The Property currently includes a total of 82 Lots which the Company presently intends
to sell to the Builder on an “as-is” basis for the prices determined in the Lot Sales Agreement.
The Builder is acquiring the Lots for the sole purpose of constructing residential dwelling units
thereon. Each residence will fall into one of the following product types: 700 Series. The sale of

the Lots to the Builder will take place in one or more takedowns in accordance with the
schedules attached to the Proforma.

The Company will provide the Builder a building pad that will include water, sewer, gas
and electric hook-up. The Company will also be respoasible for roads, entry ways, entry walls
and common area landscaping and the development of the community’s amenity center and
parkway, as outlined in the Proforma (the utility improvements, amenity center and parkway are
referred to as the “Improvements™).

The Builder will provide and maintain merchandised models within the Project for each
product type, will construct all roads and provide all other infrastructure for the Project.

The Proforma attached as Exhibit C sets forth costs previously incurred and Estridge’s
and the Builder’s current estimate of the costs anticipated to be incurred with respect to the
acquisition of the Property and the construction of the Improvements on the Property and the
anticipated sales proceeds to be derived from the sale of the Property.




|Huﬁﬁy AN Summary
| 2005 2008 2007 [ 2008 Total
OURGES
LOT SALES
700 SERIES ] 32 kKl 19 02
| _C_umulallve Lot Sales 700 SERIES 0 32 31 19 82
[REVENUE
700 SERTEY 0 3535200 3,508,100 ZABLO00 | 10,301,200 |
TOTAL REVENUE 0] 3936200 3608100 2,452,600 | 10,301,200
[CARD K CONSTRUCTION COSTS
ILARD " 7 TERAT 0 ] LR Rk
%mous {CRANFILL) 4 1 3 1] T
IENGINEERING {DESIGN) 155,308 3000 [} 3 158,308 |
TARNDSCAPE DEGIGN 5,000 1] 4 0 5,000
DEMOUITION 4 [} [+ 4 3
LAND PLAN 15,770 ] [1] 0 15,77
LEGAL & RECORDING FEES 16,380 2,000 [1] [1] 13,780 |
[ZONING EPCAT 35,433 7,000 T [1 30,43
[MARKET STUDY [} [} 1 [ 0
1]
' TOTAL PLARNING 229,591 9,000 0 O] 235857
[EXC) Ut
[SOILTESTE 1,722 T.640° 0 [1] 3,362
ICONSTHRUCTION STARKING 75,200 . 26,000 0 [ 51,200
SIE EXCAVATION 282000 245,000 [1 [1] 502,000
[SPECTAL STTE CORTITIONS 54,000 2,000 ) [ L1:X
(WATER MAINS ANy 1000 4 [ 353,000
SEWERS 300,000 135,600 [1] 135,000 |
ANTTARY SEWERS 223,000 130,000 1 3530
ANTTARY & WATER AVAIL. FEES 136,000 103,000 4 1 235,000
5 115,000 40,000 [ 1) 155,000
STREETS 135,000 135,000 1 4] 471,000
DT ENTRY E ROW IMPRVMTS, 50,000 35,000 [} 4 85,000
[SICEWALRS [} — 0 4 4
CONSTRUCTION RUAD 5,586 5320 0 1 10,508
TOTAL T TI5.508 | 1,018,960 [} U] 2,794,468 |
[CANDSCAPE, SEED, 225,000 50,000 1 1 305,000
ERGSION CONTROE 78,000 37,400 1] 0 109,400
\RRIGATTON' 20,000 14,000 1] [ 34,500
[ENTRY WALLS 100,000 150,000 4 0 250,000
(PROJECT SIGNAGE 4,520 4 2 0 15207
ISTREET AND LOT SIGNS/UIGHTING 4,000 7,000 4 4 3,000
IPERIMETER FENCING B,762 10,000 4 1) 18,762
ELECTRICADLRGHTING T8 5000 ) ) 12500
[TOTAL CANDSCAPINGIENTRY 5,382 254 300 4] 2] 735,782
COMMUNTTY WIDE
L1 70,000 2 3 20,000
JOGGING PATH 0 [} ] [] [
B T 0,000 G (1) 30,000
SWIMMING POOC 4 120,000 [1 4 120,500
SPECIAL S {pool house & parkl 1] 110,000 [1] J 170.500
TOTAL COMMURITY WIDE 2 280,000 T [\ 250,000
[PROJECT MAINTENANCE (HGAY 5000 25,000 30,000 20,000 50,000 |
WANAGENENT FEES 2000/per LOT) 0 ] 53,000 57,000 248,000
LETTERS OF CREDITTBORDS 15,000 15,000 [1 1 10,000
SPEUTIONFEES "B.000 8,000 [ [1] 12,000
[PFERMITS FEES 3,000 3,000 [1 1 5,000
[TOTAL FEES £ PERNMITS 24,70 LX) 0 ] 48,000
B30 500 4 4 1.230
ILIABTOYY TNSURANCE 4 4 0 4 1
PROPERTY TAXES 2,858 2000 4,500 1,500 12,356
EPPRATSAL 4500 1,600 [ [ 6,700
CORMITTMENT FEE 31,500 [} [1] [1] AT 000
TOTAL ) ABRTRISTRATIVE 48086 5,200 £ 000 1500 [
[CONTINGENCY 235,375 160,788 4 3] 356,164 |
NTERESTTOTRVESTOR 51,200 332,000 j::K 48,720 T35 823
INTERESTTOBANR 53,408 731,310 72,907 U 207,00%
5,396,260 | 2477556 5161 12720 T B.515254
(6,308,2600f _ 1.481,542 | 3,302,904 2,325,860 781,956
i
19.5%|

Murphy proforma (exhibit B)




ISectan 2.

L] Carmal

700 sores

Saction 1 -

Murphy
Dac-08 Jon-0ig Fab-0d Mar09 Total
- . B - [
5 5 5 . 3
%] Y] [¥} [
Avadlot
T SERIES - . . - 10,301,200 | 125624
TOTAL REVENUE R - . . - 10,301,200 [ 125624
[LARD & CONBTRUCTION COSTA
[PAYMENTS TOWARD Ao 3EW/AID | 43042
T S
GENERAL . CONDITIONS _;E_mru)_ PR -
[ENGINEERING (DESIGRY) . . 158,508 1,931
5,000 61
18,770 203
18,380 2
40433 433
- 5 . - 238 891 2913
3,382 1)
€4,200 624
302,000 22
96,000 71
353,000 305
435,000 305
353,000 4,508
238,000 2,818
53,000 480
471,000 [XL1)
25,000 037
10,508 133
T . - A _2,754.468 33,581
""" 363,000 3,720
108,400 3,334
34 500 415
250,000 304
4820 [
8,000 o2 |
18,762 204
12,000 148
- . p . 730,762 9,022
PARK FIXTURES | ’ 36,065 T
| OGGING PATH | = .
30,000 386
NG T R e s 120,000 1,483
(seECIAL STRUCTURES jpooi o k pasel) _ | 110,004 | 1,347
L TR N P - - 280,000 3415
1 [ 8 [} [ 80,000 578
0 [ [ 0 245,000 3000
—_ .} -
AAECEREN . e
(LETTEAS OF CAEDIT/BONDS T 30,000 368
INSPECTIONFEZY. | . o —— 12,000 146
PEMMTSFEES 6,000 73
" . N f 48,000 585
1,230 185
12,358 181
8,160 T4
41,000 500
[ToTa somwiaThaTne,  ~ 7 - . . - 80,658 740
contmoency . T - . P - 396,783 4831
INTEREST TOMWVESTOR . - 938 823 11,440
“IRTERERTTOBANK 207,001 2,524
. . e m——
- . N . - 8,515 244 118,088
3310244 9519244 9,519,244 $.519,244
- : 781555
AT } — - ~ ~
CAsHaFTeR parcmvesToROeny | : : : : 183058
c— = - ‘—_—l— - " B 781,856
- - . . ’ : 1,720,778 19.5%

Murphy preforrma (exhibit 8)




[Nupty (Cormet 14181 T Tonmts Re)
700 seres
Section
Section .
Mar08 Apr08 May-08 Jur-08 Juds Aug-08 Sep08 Oct-08 Nov-08
2 3 2 - - .
] 3 2 A - -
1 ki 75 T8 80 [] [F] a2 42
258 200 287,300 258,200 387300 258,200 258,200 - - -
258,200 347,300 258 200 387,300 258,200 258 200 - . :
ERANNNG _ o ...
[SENERAL CONDITIONS (CRAANFRL) ___
ENGREERMG [DESIGH) ||,
DESIGN
Dot Enmey u pow eRviTy "
CONSTRUCTION R0AD
il PR EBATRATER L - : - - - : : - -
[ERCSIQN CONTROL | -
jipadmg pati 7T T
[BASKETBALL COURTS _ _ _ __ _
SWIMMINGPOOL |, e
[SPECIAL STRUCTURES (p00: rouqn b parting} _ |
Tty compniywioe T T T T : - : . . - - o
I P R
PROJECT MAINTENANCE (HOA) ] [] 5000 0 0 5000 £000 0 [ 0
w%nﬁqmgp FEES 3308/par LOT ) j £000 0000 6000 9000 8000 €000 a [} 1]
|
TITLEINSURANCE _ . _
JUaBLTY InSURACE -
propenryTaxes ] 1550 -
[AEERASAL C — i
COMMITTMENT FEE L
[FEtaL aquimarraTee "7 T T TTTTTTT : 1500 - B - - : :
conmineEwey T T T - - . : p s - - -
INTEREST T3 WVESTOR o a7,585 11,135 -
~ T ANEST TomANK R . . s i
43 545 14,000 7,800 20,133 11,000 11,000 - - -
0455800 | DARDA00) 04771061 9497244 9508, 744 0,519 244 0510244 B310,24d 3319204
214,018 373,300 260,700 367,168 347,350 Fa7,700 - . -
214,013 373,300 260,700 387,188 247,200 247 200 - - -
4818 373,300 250,700 87,185 247,200 247 200 - - -
703,009 330,369 78,800 - - - - - M
- . . 287 558 247,200, 247,200 . . -
N - . 287 558 247 200 247,200 - hd
250,700 378 300 247,200 247,200 - - -

Murphy proforra (exhibt B)




[ Wurphy (Carmal 1418t 7 Towne A2
700 saries :
MayeT|  Jun07 JHOTI  Augot Sep-07 Oct07 Nov-07 Dec07 Jarg8 Fen03
2 2 2 2 3
F) 2 F) 3
[ [l & 5 58 5 [ [ LD [
252,300 | _ 378,300 | 252200 | 378,300 282,200 378,300 253 378,300 258 387 300
roTa, 252,200 | 378,300 | 282,200 | 578,300 | 252200 378,300 262300 378300 m% 387,300
[LAND & CONSTAUCTION COATR
[PAYWENTS TowARD LAND
[ENTRYWALLS _ ___ __ —
PROJECT SIGNAGE, __
T
PERMETER FENCHG. -
ELECTRCALGMIG, | |
ot LasbsCapmotiTe T X - X - - - - : - -
[SPECIAL STROCTUAES [poci e & purseg) _ +
Ee T - - : : - - - - . -
[PROJECT MANSLENANCE (HOA) [} [] 5660 0 [} 10000 [ ] 3600 [
[MANAGEUENT FEES 3000/par LOT) _._|. BOOO 9000 4000 $000 8000 000 8000 000 8000 9000
2,000 2,000
200 - - - - . 2,600 - p -
106,838 B5118 £3,849
Téi N N . . . - - - N
[ToTaL conty . T41| 115838 ) 11,000 0,600 FIKE] 19,000 8,000 T2 11,000 800
cowauatvecost T T 5.082,121 | 9.171,687 | 9,188,057 | 107,987 | G2v2078 | _ 611,076 | 9319076 | ©392024 | 0,403,024 | 412,024
 MONTHLY SURPLUBDEFICIT) 243450 82,484 | 241,200 | 360,300 158,043 356,300 244,200 304,38 247,200 478,300
| BANK LOAN TO COVER DEFICIT . - - . - . - - - -
' SURPLUS FOR BANK REPAYMENT 243470 | 262484 | 241,200 | 388,300 158,083 235,300 244,700 308 331 247,200 378300
OANKREPAMMENT |
[ ToTAL BAK DERT ACCUMULATION . : - - . - - - - .
{AFTER Bidek DEBT FAYMENT 116,370 | 202404 | 41,200 3ep300| 155082 | 355,300 244,200 303351 247,200 378,300
WVESTORBAANCE " {34371 3221157 | 270857 | 2810857 | 2452378 | 2083278 18480751 1843724 ] 3,266,524 918,224
| GASH AFTER BANKNVESTOR DEBT
[SOVESTOR SHARE OF PROBT
ESTRIDGE SHARE OF PROFIT _
TOTAL INVESTOR RETURN 116,370 | 385,300 |__ 241,200 1 389,300 248,200 356,300 | 244,200 | 369,300 1 247 200 378,300

Murphy proforna (exhitd 8}




Saction 2 Construction
| Jun08]  JulOf]  Aug08(” SepdB]  OctOf  Mov-0B| Dec08| _ Jan7|  Few07|  Meco?| . Aped?
3 2 1 7 3 3 =
2 3 2 2 E]
1 [ 7 24 27 F1) 3 T 3 40 23
360,360 248200 |” 386,300 | 246,000 | 305,300 | 248,200} 380300 | 263,200 | 375,300 | 378.300 | 378
s Ay A A s ,300
380,300 248200 { 369300 | 246,200 | 360,300 | 248,200 369.300 | 252200 | 37830 7830 [ 378,300
3,000
2,000
4000
Y 8000 . s s s = - - - -
25 £30
2,000 12000 [ 12,000
120,000 | 120,000
2,000 . .
5,000 [ 70,000
7500 | 87800
5000 | 78,000
103,000
20,000 | 70,000
- 88,000 |__ 88,000
[ R 39000
boptid - -
[CONSTRUCTION ROAD - 2,080 2880
) 512,080 | 435080 | 68,000 . . - s B - 5
40,000 | 40,000
15,700 13,700 T )
7 000 7 000
100,000 | 80,000
2800 2,000 - N
5000 %,000
%000
174,700 | 118,700 - . - - T 5 s 5
10,000 | __ 10,000
15,000 15,000
80,000 | 80,060
55,000 | 56,000
140,000 § 140,000 - - [ - . . . N
2000 [ [ 10060 [ [ 10600 [ o 5000
BO00 000 $000 3000/ [250) 000 8000 Socol ——ante) 00D
15,000
000 T
,000 !
24,000 : . . . p p . . -
&00
7000
T 1,800
- 2,200 - : - 350 . . . s =
Jeontwigeney T T T 200 85388 | B0.000 | 25.000 . L . s 5 5 T
[MTEREST TORMESTOR ] 108,000 108 530 — 0N 080 404 000 .
REAT YO BANK — 1579 6,382 10,380 12,680 12814 10,544 9,218 7798 B 485 4,345 2850
129,778 042480 | 7OR.04D ¢ 218,860 1514 | 18,84 28,21 23708 | 15486 | 121,34B | 18,850
B 752486 | 7,714,038 | SAT08T7 | 6,699 P45 | 8731,158 | 6,749,703 | B876,418 | 8,399,710 | 8.915,181 | 9,038,530 | 6083378
238,521 (718,280)|_ (395,740)| 28,831 | 337,786 | 227888 43,084 | 228402 | 3828836 | 258981 | 389,450
N - 718,260 | 395,740 . . . . 5 5 . .
230,521 - - 288311 937,786 | 227888 | 243084 | 228402 | 382,835 | 756,054 | 38Y450
[ToTAL marik DEBT ACCUARAATION” T.080788 [ 1776038 [ ZA71.777 | J048.245 | 1007450 | 1,570,803 | 1,398,718 | 1,105516 | 745,481 | 4333303 127010
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EXHIBIT D
Business Plan

(See Exhibit C and Proforma)



EXHIBIT E

List of Contracts and other Personal Property
Assigned to the Company by Estridge

All rights to use the name “Murphy Hall.”

All nights of Estridge and its Affiliates in any master plans, land use plans/models,
architectural or engineering plans, specifications, working drawings, designs, models and
other similar architectural or engineering materials prepared for the Project (or any
portion thereof).

All nghts or benefits of Estridge and its Affiliates in and to all prior discussions with
governmental bodies, entities and agencies with respect to the Project (or any portion
thereof) and the Development Plan.

All right, title and interest of Estridge and its Affiliates to continue the negotiations,
discussions and business arrangements with respect to the Project (or any portion thereof)
and the Development Plan.

All agreements for utility services for the Project (or any portion thereof).
All other rights, licenses and permits related to the Project (or any portion thereof).

All rights or benefits in all professional studies on evaluating the Project (or any portion
thereof).

All rights or benefits on bonds, security deposit or letters of credit required in connection
with the Project (or any portion thereof).

The following Contracts: (See attached list)




s

List of Contracts

Description of Work

Site Work (excavation of ponds, balance site, construct pads)
Storm & Sanitary Sewer Installation
Water Installation

Erosion Control

Vendor

Crider & Crider
Crider & Crider
Crider & Crider

Gwinnuips



EXHIBIT F
Administrative Expenses

(to be paid by Estridge out of its Fee)

All costs of administering this Project shall be paid by Estridge except to the extent

otherwise specifically provided in the Proforma. Administrative expenses to be paid by Estridge
include:

1. general office expenses, including overhead and compensation of office employees,

2. On site project supervision.



EXHIBIT G
Estridge and the Builder Representations and Warranties

As an inducement to Brunner and Billy Creek to enter into this Agreement, Estridge and
the Builder, jointly and severally with Estridge, represent and warrant to the Investors that:

Warraaty of Title. The Company is the record and beneficial owner in fee simple of the
Property, together with all easements appurtenant and all land use, development, water, drainage
and zoning rights applicable thereto, free and clear of all liens, charges, easements, covenants,
conditions, restrictions and encumbrances whatsoever, other than those set forth in Schedule A
(“Permitted Exceptions™). The Company has the power and authority to convey, transfer and
assign fee simple title to the Property. Neither the Company, nor Estridge, nor the Builder has
granted any options, rights of first refusal or rights of first opportunity to purchase fee simple
title or any other interest in the Property, except that the Company has agreed to sell the Lots to
the Builder in accordance with the terms of the Lot Sales Agreement.

Authority. The Company, Estridge, and the Builder each have full right, power and
authority to execute, deliver and carry out the terms and provisions of this Agreement and all
other documents and instruments to be executed and delivered by it pursuant to this Agreement
or otherwise in connection with the transactions contemplated hereby (the “Related
Documents™). This Agreement and the Related Documents, when executed and delivered, will
constitute the duly authorized, valid and [egally binding obligation of the Company, Estridge,
and the Builder and will be enforceable strictly in accordance with their respective terms. All
action, including the obtainment of consents and approvals required to authorize execution and
performance of this Agreement and the other instruments herein provided, have been obtained.

Conflicts. The execution and delivery of this Agreement and the Related Documents, the
consummation of the transactions herein or therein contemplated, and compliance with the terms
and provisions hereof or thereof, will not (i} violate any presently existing provisions of law or
any presently existing applicable regulation, order, writ, injunction or decree of any court or
governmental department, commission, board, bureau, agency or instrumentality, or (ii) conflict
or be inconsistent with, or result in any breach of, any of the terms, covenants, conditions or
provisions of, or constitute a defauit under, any indenture, mortgage, deed of trust, instrument,
document, agreement or contract of any kind to which the Company, Estridge or the Builder is a
party or by which it may be bound.

Pending Litigation. There are no petitions, actions, suits, proceedings or investigations
pending against the Company, Estridge or the Builder refating to the execution and delivery of
this Agreement or any Related Document, the Property, the Project, the Governmental
Commitments, Permits or that could otherwise affect the Project or the Property, before any
court or any governmental, administrative, regulatory, adjudicatory or arbitrational body or
agency of any kind (including, without limitation, any actions or petitions to alter or declare
invalid any laws, ordinances, rules, regulations, permits, certificates, restrictions, leases or
agreements authorizing or relating to the Project or the Property). None of the foregoing is
subject to the terms of any previously entered and final orders, writs, injunctions, decrees or
arbitration awards which continue to be binding and in full force and effect.




Potential Litigation. No notices have been received that this Agreement, any Related
Document, the Government Commitments, the Permits, the Property, the Project, the Company,
Estridge, or the Builder is the subject of any threatened investigation, action, litigation, or
proceeding, either judicial or administrative. No notices have been received or process served or
other action taken with respect to the existence or enforcement of any outstanding orders, writs,
injunctions, or decree of any court, government, governmental authority, or arbitration against or
affecting all or any portion of the Property, the Project, the Company, Estridge, or the Builder.

Compliance. The Property and the Project are in compliance with all Permits, laws,
ordinances, statutes, rules, regulations, restrictions, and orders applicable thereto. No notice has
been received from any governmental authority that the Project or Property is in violation of any
of the foregoing or that remedial action is required to regain compliance. There is no pending or
threatened investigation or inquiry by any governmental authority with respect to the Property
and the Project. No law, ordinance, statute, rule, regulation, restriction, or order is pending
which, if enacted, would adversely affect the Property and the Project. Neither the Property nor
the construction of the Project on the Property nor the use of the Project when completed will
then violate, any presently existing applicable statute, law, regulation, rule, ordinance or order of
any kind whatsoever (including, but not limited to, any presently existing zoning or building
laws or ordinances, any presently existing environmental protection laws or regulations, or any
presently existing rules, regulations or orders of any govemmental agency), or any Permit issued
with respect to the Project or any condition, easement, right-of-way, covenant or restriction of
record affecting the Property.

Utilities. The Company has entered into binding agreements with the providers of water,
storm and sanitary sewer, gas, electric and telephone services to provide such services in
sufficient quantities for the construction and the operation of 82 Lots in the Project and nothing
will prevent the Company from entering into similar agreements for such services in sufficient
quantity to complete the remainder of the Project. The Company has obtained all Permits and
approvals necessary to extend such lines and matns to bring such utility services to the Property.
Such Permits and approvals are in full force and effect. The Company holds ali rights to such
Permits and approvals, has assigned no interests therein to others and has not contracted to assign
or grant rights therein to others. Such agreements and Permits provide for no extraordinary or
special (unique to the Property) tap-on charges and user fees. The plat of subdivision as
recorded or separate recorded instruments provide recorded easements to service every Lot
within the Project with all utilities. No easement for technology services (e.g. telephones, cable
television, alarm systems, and intra/internet service) shall be granted unless the form of such
casement has received the prior written approval of the Majority Investors and no such easement
shall be granted across unsubdivided portions of the Property.

Documents furnished. Neither this Agreement, nor any Related Document, nor any
exhibit or Schedule thereto or any document, report, financial statement, schedule, certificate, or
other statement required herein or therein furnished or to be fumished contains any untrue
statement of a material fact or omits to state a material fact relating to the Property, the Project,
the Purchase Contract, Govemnment Commitments, Permits, the Company, Estridge, the Builder
or otherwise, and each of the foregoing is true and correct in all material respects. The financial
statements of Estridge and the Builder previously delivered to the Investors have been prepared
in accordance with generally accepted accounting principles consistently applied (except as may




—

be noted therein) and fairly reflect the financial condition, results of operations and cash flows of
Estridge and the Builder for the periods presented.

Zoning. The Property is duly and validly zoned for the construction of the Project. Such
zoning is unconditional, in full force and effect, and no attacks are pending or threatened with
respect thereto. The transfer of the Property will cause no change in such zoning,

Contracts. There are no contracts or agreements (either oral or written) affecting the
Property and the Project, including, without limitation, leases, tenancies or other contracts or
agreements relating to the design, engineering, construction, maintenance, development or
management thereof (collectively “Contracts™) other than those listed in Exhibit E. All right
title and interest in the Contracts is owned by the Company, free and clear of any liens or rights
and interests of third parties, Estridge, and the Builder (except for Estridge’s and the Builder’s
rights expressly contemplated by this Agreement and the Lot Sales Agreement). Heretofore true,
correct, and complete copies of all of such Contracts and all of the Plans and Specifications have
been furnished to Brunner and Billy Creek. Such Contracts are in full force and effect, are
unamended and no defaults or potential claims for default exist thereunder. The Company has
not previously assigned or contracted to assign the Contracts or any interests theréin. _

Brokerage Commissions and Finders Fees. No person is entitled to any brokerage fees
or commissions in connection with the Property, the Project or the transactions contemplated by
this Agreement and the Lot Sales Agreement which have not previously been paid in full.

Condemnation. No notices have been received from any governmental or quasi-
governmental body or agency or from any person or entity with respect to (and none are
expected or contemplated) any actual or threatened taking of the Property, or any portion thereof,
for any public or quasi-public purpose by the exercise of the right of condemnation or eminent
domain.

Proforma. The Proforma sets forth all expenses and costs incurred or estimated to be
incurred, in connection with the acquisition of the Property and the completion of the Project,
including all costs and expenses incurred or estimated to be incurred, established and maintained
in connection with the construction of the Improvements. All estimates set forth in the Proforma
are based on reasonable assumptions in light of the prior experience of Estridge and the Builder
in connection with other projects similar to the Project.

Priority Return. Each of the Investors will receive an Internal Rate of Retum on its
investment in the Company of 19.5% based on the distributions the Company will make to the
Investors hereunder from the Revenues the Company will receive from Builder.

Existing Permits and Applications. All building, zoning and other permits (“Permits™)
heretofore issued for the Project and all applications submitted and pending for the Project are
listed and described on Schedule B. All of the Permits are issued in favor of and are owned
solely by the Company. The Permits may be assigned and transferred without the imposition of
additional conditions except for the payment of a scheduled re-issue fee. All issued Permits are
in full force and effect, all fees required for the issuance thereof have been paid, and no actions
to revoke such Permits are pending or threatened. The Company has entered into no other




agreements to assign and transfer the Permits or to grant other rights to use the Permits.

Claims. There are no claims or liabilities (whether accrued, contingent, or otherwise)
relating to the Property and the Project, including recaptures and impact fees, other than those
described on Schedule C. There are no facts in existence that might reasonably serve as the
basis now or in the future for any liabilities or obligations with respect to the Property and the
Project, other than as described in Schedule C.

Taxes. All federal, state, local, and other governmental agencies, tax returns, information
returns, and reports required to be filed that relate to any tax or assessment levied, assessed, or
due have been filed with respect to the Property and the Project, and all taxes, assessments and
penalties, or deficiencies have been paid. There is no pending action or proceeding by any
govemmental authority for assessment or collection of taxes and no claim for assessment or
collection of taxes has been asserted against the Company or the Property or the Project.

Not a Foreign Person. Neither the Company nor the Builder are a “foreign person”
under Section 1445 of the Internal Revenue Code of 1986, as amended, and ¢ach of them shall
satisfy the requirements of said statute,

Name, Logos, Trademarks and Trade names. The Company has exclusive rights to
use the name “Murphy Hall,” in connection with the Property and the Project, which it can
assign and transfer so that such name may be used without the payment of fees, royalties or
charges. The Company owns and has authority to assign all rights to use the logos, trademarks
and trade names, plus any applications filed or pending, previously obtained or filed for the
Project and the Property.

Assessments. The Property is not subject to any existing or proposed assessment liens
and is not now or in the future to be included in any utility, drainage, service or other assessment
district affecting the Property, other than assessments that may be levied by the Centennial
Homeowner’s Association, Inc.

Governmental Commitments. Except as listed on Schedule D, no commitments,
undertakings, or agreements have been made (or will be made or are required to be made) with
any governmental authority, utility company, or any other person or entity that would require any
contribution or dedication of money or land, annexation or disconnection of any portion of the
Property into any municipality, district, or governmental unit or construction and installation of
improvements of a public or private nature on or off of the Property. The foregoing are
collectively called the “Governmental Commitments.”

Envirenmental Matters. To the knowledge of Estridge and the Builder, no one has ever
caused or permitted anyone to store, place, dumnp, release or bury any materials or substances,
including hazardous material (as hereinafter defined), on, under or into the Property or used the
Property as a treatment, storage, or disposal (whether permanent or temporary) site for any
hazardous material. To the knowledge of Estridge and the Builder, no one has or has pcmiittcd
others to store, place, dump, release or bury any hazardous materials on the Property. To the
knowledge of Estridge and the Builder, the Property contains no underground storage tanks and
no underground storage tanks have been removed from the Property.




For purposes hereof, “hazardous material” means (i) “hazardous substances” as defined
in 42 U.S.C. 9601 et seq. (CERCLA); (ii) petroleum, including but not limited to crude oil or any
fraction thereof which is liquid at standard conditions of temperature and pressure (60 degrees
Fahrenheit and 14.7 pounds per square inch absolute); (iii) asbestos in any form or condition, and
(iv) any radioactive material, including but not limited in any source, special nuclear, or by-
product material as defined at 42 U.S.C. et seq. and (v) urea formaldehyde foam insulation and
polychlorinated biphenyls (PCBs).

The Schedules attached to this Exhibit are an integral part hereof.

SCHEDULE OF SCHEDULES
Schedule A - Permitted Exceptions
Schedule B - Permits
Schedule C - Liabitities

Schedule D - Government Commitments



Schedule A

Permitted Exceptions

Taxes for the year 2005 due and payable in 2006 and all such taxes thereafier are a lien
not yet due and payable.

Thomas, Sultz and Anson Almond Drain Assessment for annual maintenance in the
amount of $32.50 per installment. May installment is PAID; November installment is
PAID.

Easement Agreement to the City of Carmel dated June 3, 2002 and recorded August 23,
2002 as Instrument Number 200200060127, as shown on a survey completed by The
Schnetder Corporation dated August 23, 2004 and last revised June 23, 2005 and known
as Job No. 5076.001 (the “Survey”)

Overhead Line Easement to PSI Energy, Inc., dated August 6, 2003 and recorded August
27, 2003 as Instrument Number 200300086915, as shown on the Survey.

Easements, restrictions and nghts of others entitled to the continued uninterrupted flow of
water through the Thomas A. Stultz & Anson V. Almond drain and the arm of the
Thomas A. Stultz and Anson V. Almond drain per Hamilton County drain regulators, as
shown on the Survey.

Real Estate Mortgage, Security Agreement, and Assignment of Leases in the original
principal sum of $2,216,500 dated July 11, 2005 and rccorded August 5, 2005 as
Instrument No. 2005-50123.




Schedule B

Permits

None.



Schedule C

Liabilities
Busey Bank Loan $2,216,500.00
Busey Bank Interest $ 858314
Estridge Development Co. $1,620,440.00
Total Liabilities ~ $3,845,523.14

Information related to Busey Bank liabilities are from their payoff quote.
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Schedule D

Government Commitments

. Commitments Concerning the Use and Development of Real Estate dated September 26,
2005, to the Carmel/Clay Plan Commission by Estridge Development Company.

2. Commitments Concerning the Use and Development of Real Estate to the Carmel Plan
Commission by Estridge Development Company.

KD_IM-648173_4.D0OC
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Exhibit 2.10

Operating Agreement of BCE Associates HI, LLC



BCE ASSOCIATES IT1, LLC,
an Indiana limited liability company
OPERATING AGREEMENT
among

Estridge Development Company, Inc.
an Indiana corporation

as a Member and the Manager
and

Billy Creek Associates, LP,
an Indiana limited partnership

as a Member



BCE ASSOCIATES 1, LLC
OPERATING AGREEMENT

This Operating Agreement (“Agreement”) is made as of January 18, 2006 by and
between Estridge Development Company, Inc., (“Estridge™), and Billy Creek Associates, LP, an
Indiana limited partmership (“Billy Creek™)(Billy Creek, collectively with its Permitted
Transferees, referred to as the “Investors™).

Definitions of certain terms used in this Agreement are set forth in the Glossary of
Defined Terms attached to and forming a part of this Agreement.

On December 19, 2005, Estridge formed the Company to develop a planned residential
community located in Hamilton County, Indiana, known as Centennial North (as further defined
below, the “Project™), on property previously owned by Estridge. Estridge has previously
contributed all of its right, title and interest in and to the Project to the Company. Substantially
all of the stock of Estridge and The Estridge Group, Inc. (“Builder”) is owned by Paul E.
Estridge, Jr. (the “Guarantor”). As of the date of this Agreement, the Company and Builder are
entering into a Residential Lot Sales Agreement (the “Lot Sales Agreement”) pursuant to which
Builder will purchase from the Company upon the terms and conditions set forth in the Lot Sales
Agreement all of the lots developed by the Company (the “Lots™) in accordance with the
Proforma Financial Information attached hereto as Exhibit C (the “Proforma™). Estridge and
Builder have represented and warranted to the Investors on Exhibit G hereto that each of the
Investors will receive an Internal Rate of Return on its investment in the Company of 19.5%
based on the distributions the Company will make to the Investors hereunder from the Revenues
the Company will receive from Builder. Builder and Estridge acknowledge that their covenants
and other obligations under this Agreement and the Lot Sales Agreement, the representations and
warranties set forth on Exhibit G, and the personal guaranty of the Guarantor, are the primary
inducement for the Investors' investment in the Company.

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, and in consideration of the mutual agreements set forth in this Agreement and
intending to be legally bound, the parties hereto agree as follows:

Article 1
The Company

Section 1.1  Organization and Continuation. The Members hereby agree to continue
the Company as a limited liability company under the Act as of the day and year first above
written, for the purposes and upon the terms and conditions set forth in this Agreement.

Section 1.2  Name. The name of the Company shall continue to be BCE Associates
I, LLC and all business of the Company shall continue to be conducted in such name. The
Manager shall cause to be filed such certificates as may be required to ensure that the Company
is in compliance with the Act, any relevant assumed or trade name laws and other applicable
laws.



Section 1.3  Place of Business. The principal office of the Company shall be located at
1041 West Main Street, Carmel, Indiana, or at such other place as may be approved by the
Manager.

Section 1.4  Purpose. The sole purposes of the Company shall be to acquire that
certain real estate located in Hamilton County, Indiana described on Exhibit B (the “Property”),
and to improve, own, and dispose of the Property in accordance with the Plans and
Specifications and the Business Plan attached as Exhibit D and as otherwise provided in this
Agreement (the “Project™).

Section 1.5  Purposes Limited. The Company’s activities shall be only for the
purposes specified in Section 1.4. Except as otherwise provided in this Agreement, the
Company shall not engage in any other activity or business and no Member shail have any
authority to hold itself out as an agent of another Member in any other business or activity.

Section 1.6  No Payments of Individual Obligations. The Company’s credit and assets
shall be used solely for the benefit of the Company. No asset of the Company shall be
transferred or encumbered for or in payment of any individual obligation of a Member.

Section 1.7  Statutory Compliance.

(a) The Company shall exist under and be governed by, and this Agreement
shall be construed in accordance with, the applicable laws of the State of Indiana. The
Manager shall make all filings and disclosures required by, and shall otherwise comply
with, all such laws. Additionally, the Company shall make all filings and pay all fees
required to qualify the Company as a foreign limited liability company in each state in
which the Company conducts any business and such qualification is necessary for the
Members to maintain limited liability status.

(b)  The Manager shall execute and file in the appropriate records any assumed
or fictitious name certificate or certificates required by law to be filed in connection with
the formation, qualification and continuation of the Company as a limited liability
company, and shall execute and file such other documents and instruments and pay such
fees as may be necessary or appropriate with respect to such formation, qualification and
continuation of, and conduct of business by, the Company.

Section 1.8  Title to Property. All real and personal property owned by the Company
shall be owned by the Company as an entity and, insofar as permitted by applicable law, no
Member shall have any ownership interest in such property in its individual name or right except
as expressly provided in this Agreement and each Member’s interest in the Company shall be
personal property for all purposes.

Section 1.9  Duration. The duration of the Company shall be perpetual, unti! dissolved
pursuant to Article 9 of this Agreement.



Section 1.10 Registered Office and Registered Agent. The Company’s initial registered
agent for service of process and the registered office shail be that Person and location reflected in
the Articles of Organization filed with the Indiana Secretary of State. The registered office and
registered agent may be changed from time to time by filing the address of the new registered
office and/or the name of the new registered agent with the Indiana Secretary of State pursuant to
the Act.

Article 2
The Members

Section 2.1  Identification. Estridge and Billy Creek shall be the initial Members of
the Company. No other Person may become a Member except by way of a Transfer specifically
permitted under and effected in compliance with Article 8 of this Agreement.

Section 2.2  Withdrawals. A Member may not withdraw from the Company except
upon liquidation of the Company pursuant to Article 9 or by a permitted Transfer pursuant to
Article 8. Except as otherwise provided herein, a Member shall not have the right to demand or
withdraw all or any portion of its capital contributions or any other distribution until the time of
(and on the same terms as) any such return or distribution is required to be made pursuant to
Section 4.1. In no event shall a Member have a right to demand or receive property other than
cash in return for capital contributions or otherwise.

Section 2.3  Conflicts.

(@)  The Members and their Affiliates may conduct any business or activity
whatsoever that is unrelated to the Property or the Project (including the acquisition,
development, leasing, operation and sale of other real property) without any
accountability to the Company or to any Member even if such business or activity
competes with the business of the Company. Each Member understands that the other
Members and their Affiliates may be interested, directly or indirectly, in various other
such businesses and undertakings and each Member waives any rights it might otherwise
have to share or participate in such other interests or activities of the other Members and
their Affiliates.

(b)  No Member or its Affiliates shall enter into any transaction with the
Company or related to the Property or the Project unless the material facts of the
transaction and the Member's (or its Affiliate's) interest is disclosed to the other Members
and the transaction is authorized, approved or ratified by the Majority Investors and
Estridge.

Section 2.4  Reimbursement and Fees. Unless expressly provided for in the Proforma
or in this Agreement, no Member and no Affiliate of a Member shall be paid any compensation
by the Company for services to the Company or be reimbursed by the Company for any expenses
whatsoever including, without limitation, overhead or general administrative expenses; provided,
however, that the Company will reimburse the Investors for (a) all reasonable legal, accounting
and other out-of-pocket expenses incurred by them in connection with (1) enforcing or defending
(or determining whether or how to enforce or defend) any rights of the Investors under this

3.



Agreement, the Lot Sales Agreement or any Related Document or (ii) any insolvency or
bankruptcy of the Company, Estridge or the Builder or in connection with any work-out or
restructuring of the transactions contemplated hereby and (b) one-half of all reasonable legal,
accounting and other out-of-pocket expenses incurred by them in connection with the
structuring, negotiation and documentation of the transactions contemplated by this Agreement,
the Lot Sales Agreement, any Related Document or the Project, or any subsequent amendments
thereof.

Section 2.5  No Liabitity of Members. No Member shall be liable as such for any acts,
debts or liabilities of the Company. The failure of the Company to observe any formalities or
requirements relating to the exercise of its powers or management of its business or affairs under
this Agreement or the Act shall not be grounds for imposing personal liability on the Members
for any acts, debts or liabilities of the Company.

Section 2.6  Duties of Members. Each Member shall have the duties (a) to act openly,
honestly and reasonably with each other Member and with the Company; (b) not to misap-
propriate any property or assets of the Company for such Member's own benefit or for the
benefit of any other Person; and (c) not to make any willful misrepresentation, or any statement
that effectively constitutes a willful misrepresentation because of misleading omissions, to any
other Member of the Company that could reasonably be expected to materially adversely affect
the business, properties, assets, condition (financial or other) or prospects of the Company.
Except as set forth in the preceding sentence, no Member, as such, shall have any duty of loyalty,
duty of care or any other fiduciary duty of any character whatsoever to the Company or to any
other Member. No Member as such shall be required to devote any time to the business of the
Company.

Section 2.7  Indemnification of Investors. The Company shall indemnify, to the fullest
extent permitted by law as currently in effect or as the same may hereafter be amended, any
Person made or threatened to be made a party to any action, suit or proceeding, whether criminal,
civil, administrative or investigative, by reason of the fact that such Person is or was an Investor
or an Affiliate of any Investor. To the fullest extent permitted by law as currently in effect or as
the same may hereafter be amended, expenses incurred by any such Person in defending any
such action, suit or proceeding shall be paid or reimbursed by the Company promptly upon
receipt by it of an undertaking of such Person to repay such expenses if it shall ultimately be
determined that such Person is not entitled to be indemnified by the Company. The rights
provided to any Person by this Section shall be enforceable against the Company by such Person,
who shall be presumed to have relied upon it in continuing to be a Member of the Company.

The indemnification provided by this Section shall not be deemed exclusive of any other rights
to which a Person seeking indemnification may be entitled. No amendment of this Section shall
impair the rights of any Person arising at any time with respect to events occurring prior to such
amendment,



Article 3
Capital of the Company

Section 3.1  [nitial Capital Contributions. The Members have made or shall make
contributions to the capital of the Company of cash and property in the amounts, at the agreed
values and at the times set forth opposite their respective names on Exhibit A attached hereto and
incorporated herein by reference. No interest shall accrue on any contributions to the capital of
the Company, and no Member shall have the right to withdraw or to be repaid any capital
contributed by it, except as specifically provided in this Agreement.

Section 3.2  Use of Proceeds. The Company shall use the capital contributions made
by the Investors to immediately repay in full the Company's debt to Community Bank set forth
on Schedule C to Exhibit G hereto (an shall immediately obtain a release of Community Bank's
mortgage on the Property), and otherwise solely to pay other Project Expenses provided for in
the Proforma.

Section 3.3  No Further Capital Contributions. Except for the cash and property
required to be contributed pursuant to Section 3.1, the Members shall not be required to
contribute additional capital to the Company.

Section 3.4 Member Loans. In the event that funds are needed by the Company for its
operations, any Member may (but shall not be required to) loan such funds to the Company
under such terms and conditions as may be agreed to between the Member and the Company,
with the prior written consent of the Majority Investors.

Article 4
Distributions

Section 4.1  Distribution of Available Cash. All Available Cash shall be distributed at
least quarterly on the first business day of each calendar quarter in the following order of

priority:
(a)  First, to the Investors in an amount, if any, equal to the Quarterly
Distribution Payment;

(b)  Next, to the Investors to the extent of their Undistributed Capital
Contributions as of the date of such distribution;

(¢)  Next, to the Investors to the extent of their Undistributed Priority Return
as of the date of such distribution; and

(d)  Thereafter, one hundred percent (100%) to Estridge.

All distributions to the Investors hereunder shall be payable to them pro rata in
proportion to the capital contributions made by them (or their predecessors) to the Company
pursuant to this Agreement.



Section 4.3  In-Kind Distribution. Assets of the Company shall not be distributed in
kind to the Members, without the prior written approval of the Manager and the Majority
Investors.

Section 44  Restriction on Distributions. The Company shall not make any
distribution to the Members unless (a) immediately after giving effect to the distribution, the
Company shall have sufficient cash available to meet the reasonably anticipated needs of the
Company; and (b) such distribution is made in compliance with the Act.

Article 5
Allocations and Tax Matters

Section 5.1  Allocation of Net Profits and Net Loss in General. Except as otherwise
provided in this Article 5, Net Profits or Net Loss of the Company (and each item thereof) for
each Fiscal Year or other period shall be allocated to the Members as follows:

(8)  Net Profits shall be allocated in the following order of priority:

() First, to Estridge in proportion to, and to the extent of, the amount
by which the aggregate Net Loss previousty allocated to Estridge pursuant to
Section 5.1(b)(iv) exceeds the aggregate Net Profits previously allocated to
Estridge pursuant to this Section 5.1(a)(i);

(i)  Next, to the Investors to the extent of the amount by which the
aggregate Net Loss previously allocated to them pursuant to Section 5.1(b)(iti)
exceeds the aggregate Net Profits previously allocated to them pursuant to this
Section 5.1(a)(ii);

(iii)  Next, to the Investors to the extent of the amount by which their

accrued Net Priority Return for all years of the Company’s operations exceeds the

aggregate Net Profits previously allocated to the Investors pursuant to this
Section 5.1(a)(iii) for all years of the Company’s operations; and

(iv)  Thereafter, one hundred percent (100%) to Estridge.
(b)  Net Loss shall be allocated in the following order of priority:

(1) First, to Estridge in proportion to, and to the extent of, the amount
by which the aggregate Net Profits previously allocated to Estridge pursuant to
Section 5.1(a)(iv), exceeds the aggregate Net Loss previously allocated to
Estridge pursuant to this Section 5.1(b)(i);

(ii)  Next, to the Investors, and to the extent of the amount by which the

aggregate Net Profits previously allocated to them pursuant to Section 5.1(a)(iii),
exceeds the aggregate Net Loss previously allocated to them pursuant to this
Section 5.1(b)(ii);



(iii)  Next, to the Investors to the extent of the amount by which their
Undistributed Capital Contributions exceed the excess of (1) the aggregate Net
Loss previously allocated to them pursuant to this Section 5.1(b)(iii), over (2) the
aggregate Net Profits previously allocated to them pursuant to Section 5.1(a)(ii);
and

(iv)  Thereafter, one hundred percent (100%) to Estridge.

Section 5.2  Income Offset. Notwithstanding any other provision of this Agreement,
no Net Loss or item of deduction or loss shall be allocated to a Member to the extent such
allocation would cause or increase a deficit balance in such Member’s capital account. In
determining the extent to which the previous sentence is applicable in any Fiscal Year, each
Member’s capital account also shall be reduced by (i) allocations of loss and deduction that, as of
the end of such Fiscal Year, reasonably are expected to be made to such Member pursuant to
Section 704(¢)(2) of the Code, Section 706(d) of the Code and Treasury Regulations Section
1.751-1(b)(2)(ii), and (ii) distributions that, as of the end of such Fiscal Year, reasonably are
expected to be made to such Member to the extent they exceed offsetting increases to such
Member’s capital account that reasonably are expected to occur during (or prior to) the Company
taxable years in which such distributions reasonably are expected to be made. Any deduction
denied to a Member because of this Section 5.2 shall be allocated to the other Members in
proportion to their respective Interests. If any Member unexpectedly receives an allocation or
distribution described in clause (i) or (ii) above, which causes a deficit balance in such Member’s
capital account (as modified pursuant to this Section 5.2), such Member will be allocated items
of income and gain (consisting of a pro rata portion of each item of Company income and gain
for such year) in an amount and manner sufficient to eliminate such deficit, as quickly as
possible.

Section 5.3  Compliance with Regulations. The foregoing provisions of this
Agreement relating to the allocation of Net Profit and Net Loss ar¢ intended to comply with
Treasury Regulations Section 1.704-1(b) and shall be interpreted and applied in a manner
consistent with such regulations. The Members expect and intend that upon the liquidation of
the Company, after giving effect to all contributions and all allocations for all periods, and to
distributtons of the Undistributed Capital Contributions plus all Undistributed Priority Returns,
the Members’ capital accounts will have positive balances in proportions that are consistent with
the manner in which distributions will be made under Section 4.1. If at any time it becomes
apparent that this would not be the resuit, then the allocations provided for in this Article 5 shall
be modified in a manner consistent with Treasury Regulations Section 1.704-1(b) and 1.704-2(b)
and Approved by the Members to the extent necessary to cause the Members’ capital account
balances to be in such proportions.

Section 5.4  Special Basis Adjustment. In connection with any Transfer of an Interest
permitted by the terms of this Agreement, or any distribution of Company property to a Member,
the Company (at the written request of any Member) shall elect under Section 754 of the Code,
at the time and in the manner provided in Treasury Regulations Section 1.754-1(b) (or any like
statute or regulation then in effect), to adjust the basis of the Company’s assets, provided that in
the case of a Transfer the transferee pays all costs incurred by the Company in connection
therewith, including reasonable attorneys’ and accountants’ fees.
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Section 5.5  Tax Matters Partner. The Manager is hereby designated as the “Tax
Matters Partner” pursuant to the Code and, to the extent authorized or permitted under applicable
law, the Tax Matters Partner shall represent the Company in connection with all examinations of
Company affairs by taxing authorities, including resulting administrative and judicial
proceedings.

Article 6
Accounting and Records

Section 6.1 Books and Records.

(@)  The Manager shall keep at the Company’s principal office separate books
of account for the Company which shall show a true and accurate record (including bills
and invoices) of all costs and expenses incurred, all charges made, all credits made and
received and all income derived in connection with the operation of the Company
business. Such books and records shall be kept in accordance with generally accepted
accounting principles consistently applied.

(b)  Each Member shall, at its sole expense, have the right, at any time during
normal business hours and without notice to the others, to examine, copy and audit the
Company’s books and records. As often as may be reasonably requested, the Manager
shall permit any authorized representative designated by any Member, at such Member's
own expense, to visit and inspect the Project and to discuss the Company's affairs,
finances and accounts with the Manager and its representatives and the Accountants, all
upon reasonable advance notice and at reasonable times during normal business hours.

Section 6.2  Reports.

(a)  The Manager, at its own expense, shall cause a sales report to be prepared
on a quarterly basis which contains traffic information and a sales analysis of the Project.
The Manager shall distribute these quarterly reports to each Investor by within thirty (30)
days after the end of each quarter.

(b)  The Manager, at its own expense, shall cause a report to be prepared on a
quarterly basis which contains relevant information regarding the Project, including
summaries of significant actions and events taken by the Company, a statement of
sources and uses of funds, income statement and balance sheet, a comparison of the
Company’s financial results from the inception of the Company to the date of the report
with those in the Proforma, a schedule of projected taxable income for the Company and
any other information the Majority Investors may reasonably request and which can be
obtained and presented without undue effort and expense. The Manager shall distribute
these quarterly reports to the Investors within thirty (30) days after the end of each
quarter.



()  Within forty five (45) days after the end of cach Fiscal Year, the Manager
shall furnish each Member with financial statements of the Company which shall contain
a balance sheet as of the end of the Fiscal Year, statements of profit and loss, Available
Cash, and a statement of changes in the capital accounts and financial position for the
Fiscal Year then ended.

(d)  The Manager shall promptly deliver to the Investors such additional
financial and other information regarding the business and affairs of the Company and
the Project as the Majority Investors may reasonably request.

Section 6.3  Proforma. Attached as Exhibit C is a “Proforma” setting forth, on a
monthly basis, among other information, the anticipated costs of completing the Project in
accordance with the Business Plan and anticipated Revenues from sales of Lots pursuant to the
Lot Sales Agreement.

Section 6.4 IRR Analysis.

(a)  The Manager and the Builder have prepared an analysis of the expected
Internal Rate of Return on the capital to be contributed by the Investors (the “Original
IRR Analysis”), which is included in the Proforma. The Original IRR Analysis projects
that, over the life of the Project the Investors will receive at a 19.5% Internal Rate of
Return on the capital to be contributed by them hereunder. Not iater than thirty (30) days
after the end of each calendar quarter or more frequently as required in Section 6.4(b), the
Manager shall prepare and deliver, at its own expense, to the Investors a revised analysis
of the projected Internal Rate of Return to the Investors, as of the last day of that calendar
quarter, prepared in accordance with this Section (a “Revised IRR Analysis™). Each
Revised IRR Analysis shall calculate the expected Internal Rate of Return to the
Investors (the “Projected IRR™) using (i) Revenues actually received from closed sales of
Lots as of the effective date of the report, (ii) Revenues projected for unsold Lots to be
sold in accordance with the Proforma, (iii) Project Expenses paid as of the effective date
of the report, (iv) unpaid Project Expenses which will be required to complete the Project
in accordance with the Proforma. Each Revised IRR Analysis shall contain at least as
much detail about incurred and projected Project Expenses and sales of Lots, as the
Original IRR Analysis contains.

(b)  Atany time that the Manager believes that a Revised IRR Analysis will
show a Projected IRR of less than a 19.5%, it shall immediately notify the Investors and
deliver a Revised IRR Analysis, together with a calculation of the Projected Increased
Sales Prices for Lots which are scheduled to be purchased by the Builder during the
remainder of the Project, and such other information reasonably necessary to understand
the cause or causes for the decrease in the Projected IRR. Nothing in this paragraph shail
relieve the Manager from delivering the regularly scheduled Revised IRR Analysis
required above.



Section 6.5  Tax Returns. The Manager shall cause the Accountants to prepare, at the
Company’s expense, on a cash or accrual basis, as Approved by the Members, all income and
other tax returns of the Company and, subject to the provisions of Section 7.5, cause the same to
be filed in a timely manner. Within 60 days after the end of each tax year of the Company, the
Manager shall deliver to each Person that is or was a Member at any time during such tax year,
such tax information as shall be necessary for the preparation by such Persons of their federal
income tax returns. Upon the reasonable request of any such Person, the Manager shall furnish
to such Person such additional information as is reasonably available to the Manager with respect
to the Company as may be necessary to file other required returns or reports with governmental
agencies. The Manager shall notify the Members and Assignees of any available tax refunds,
credits or exemptions promptly in writing after the Manager becomes aware thereof.

Section 6.6  Fiscal Year. The fiscal year of the Company (its “Fiscal Year”) shall be
the calendar year or any other period approved by the Manager. As used in this Agreement, a
Fiscal Year shall include any partial Fiscal Year at the beginning or end of the term of the
Company.

Section 6.7  Bank Accounts.

(@  The Manager shall have responsibility for the safekeeping and use of all
funds and assets of the Company. The funds of the Company shall not be commingled
with the funds of any other Person and the Manager shall not employ, or permit any other
Person to employ, such funds in any manner except for the benefit of the Company.

(b)  The bank accounts of the Company shall be maintained in such banking
institutions selected by the Manager, and withdrawals shall be made only in the regular
course of Company business and as otherwise authorized in this Agreement on such
signature or signatures as the Manager may determine.

(¢)  All funds of the Company shall be invested in such investments as are
Approved by the Members other than for cash management in the normal course of
business.

Article 7
Management and Operations

Section 7.1  Management. The day to day business and affairs of the Company
including, site planning and engineering, and completion of infrastructure, hardscape and
landscape on or ahead of schedule and at or below costs in the Proforma, shall be managed by its
Manager. The Manager shall direct, manage, and control the day to day business of the
Company to the best of its ability. Except for situations in which the approval of the Investors or
the Members is required by this Agreement or by nonwaivable provisions of applicable law, the
Manager shall have the authority, power, and discretion to manage and control the business,
affairs, and properties of the Company, to make all decisions regarding those matters and to
perform any and all other acts or activities customary or incident to the management of the
Company’s business and to otherwise implement the Proforma, including, but not limited to:
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(@) To do and perform all acts as may be necessary or appropriate to the
conduct of the Company’s business;

(b}  To purchase liability and other insurance to protect the Company’s
property and business;

(¢)  To execute on behalf of the Company all instruments and documents,
including, without limitation, checks, drafts, notes and other negotiable instruments,
mortgages or deeds of trust, security agreements, financing statements, documents
providing for the acquisition, mortgage or disposition of the Company’s property,
assignments, bills of sale, leases, partnership agreements, operating agreements of other
limited liability companies and any other instruments or documents necessary to the
business of the Company; and

(d)  To enter into any and all other agreements on behalf of the Company, with
any other person for any purpose, in such forms as the Manager may approve; provided,
that any such agreements (whether or not written) between the Manager and any of its
Affiliates shall be subject to the prior written approval of the Majority Investors.

Section 7.2  Standard of Care. The Manager shall use its best efforts to cause the
Company to timely complete the Project in accordance with the Business Plan, the Plans and
Specifications and the Proforma. The Manager shall discharge its duties as Manager in good
faith, with the care an ordinarily prudent person in a like position would exercise under similar
circumstances, and in a manner the Manager reasonably believes to be in the best interests of the
Company.

Section 7.3  Insurance.

(a) Coverage. The Manager shall procure and maintain, or cause to be
procured and maintained, at its expense, insurance in amounts that are customary and
reasonable for the Company’s business and in any event in amounts sufficient to enable
the Company to comply with applicable laws, regulations and requirements, provided
that the Company shall be responsible for the costs of liability insurance to the extent set
forth in the Proforma.

(b)  Policy Standards. All policies of insurance shall be issued by an insurer,
shall be in form and for amounts (including deductible and/or indemnity provisions)
approved by the Majority Investors, and shall name the Members and the Manager as
additional insureds.

(¢)  Administration. The Manager shall act on behalf of all named insureds
under each such insurance policy with respect to all matters pertaining to the insurance
afforded by each such policy, including the giving and receipt of notice of cancellation,
the payment of premiums and the receipt of return premiums, if any, and of such
dividends as may be declared by any of the insurance companies issuing any of such
policies.
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Section 7.4  Personnel. The Manager is authorized to exercise its powers and
. discharge its duties hereunder through its officers and/or employees and representatives. Neither
® the Manager nor any Affiliate of the Manager shall be required to devote its full time to the
business of the Company, but shall only be obligated to devote such time and attention to the
conduct of the business of the Company as shall be reasonably required for the conduct of such
business.

° Section 7.5  Major Decisions.

(a)  Unless specifically set forth in the Proforma, the Manager shall have no
authority to do any of the following acts on behalf of the Company without the prior
written approval of the Majority Investors:

® (i) acquire, by purchase, lease, or otherwise, any direct or indirect
interest in any property in addition to the Property, or make any capital
improvements;

(ii)  sell or convey the Project or any portion thereof or any interest
® therein;

(iii)  confess a judgment against the Company, submit a Company claim
to litigation or arbitration, or settle any litigation or arbitration;

(iv)  enter into any lease or other occupancy arrangement;

\2) admit a new Member to the Company or issue any profits interest
in the Company to any Person;

(vi)  do any act in contravention of this Agreement or which would
® make it impossible or unreasonably burdensome to carry on the business of the
Company;

(vii) enter into, modify, terminate, or waive any breach of or default
under or give any consent under any agreement with the Manager or any Affiliate
of the Manager, including the Lot Sales Agreement;

(viii) acquire an interest in or transfer property to another Person, except
pursuant to the Lot Sales Agreement;

(ix)  give any consent or approval under any contract or agreement if
® the subject of such consent or approval would require approval of the Investors
under this Section were it to be undertaken directly by the Company;

(x) effect any reorganization of the Company into any other legal
form, or any merger or consolidation of the Company with or into any other
Person;
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(xi)  incur any debt for borrowed money other than as provided in the
Proforma; or

(xii) petition or apply to any tribunal for the appointment of a trustee or
receiver or for the liquidation of any of its assets or commence any proceeding on
behalf of the Company under any bankruptcy, reorganization, arrangement,
insolvency, readjustment of debts law of any jurisdiction or consent to the filing
of any such proceedings by any other person.

Section 7.6  Fees. The Company shall pay to the Manager a fee equal to three
thousand ($3,000) at the time of closing of each Lot from the proceeds received by the Company
from the Builder under the Lot Sales Agreement. This fee shall be used by the Manager solely to
pay Administrative Expenses; provided, however, that if the Projected IRR for any Revised IRR
Analysis is less than 19.5%, the Manager shall not be paid any fee unless the Projected IRR
calculated for the next quarter has been increased to 19.5% in accordance with Section 10.3.

Section 7.6. No Resignation by Estridge. Estridge may not resign as Manager without
the prior written consent of the Majority Investors in their sole discretion.

Article 8
Transfer of Interests

Section 8.1  Restrictions on Transfer. Except as expressly provided for in this
Agreement, no Member may Transfer all or any portion of its Interest or withdraw from the
Company. Any such attempted Transfer, withdrawal or retirement not permitted hereunder shall
be null and void.

Section 8.2  Permitted Transfers. Subject to Section 8.4 below, the following
Transfers of Interests are permitted by this Agreement:

(@)  a Transfer made by an Investor to its Affiliates;

(b) a Transfer made by an Investor who is a natural person, (i) upon the death
or disability of the Investor his personal representatives, guardians, executors,
administrators, testamentary trustees, legatees or beneficiaries (the “Estate™); (ii) to a
trust, partnership, limited liability company or other estate planning vehicle the
beneficiaries, partners or members of which are only the Investor and his spouse,
siblings, stepchildren or direct lineal ancestors or descendants (a “Trust”); (iii) made as a
gift to the Investor's spouse, lineal descendants or stepchildren (the “Family™); or (iv) by
the Estate, a Trust or the Family (the “Family Group”) to any other member of that
Family Group; or

© a Transfer made with the prior written consent of the Manager and the
Majority Investors in their discretion.
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Section 8.3  Assignee Not A Member in Absence of Approval. Notwithstanding
Section 8.2 or anything in this Agreement to the contrary, any transferee of an Interest shall be
an assignee and have no right to participate in the management of the business and affairs of the
Company, to exercise any voting power with respect to the transferred Interest, or to become a
Member, unless the Manager and the Majority Investors approve the admission of the transferee
as a Member; provided, however, that no approval for such admission shall be required if the
transferee is an existing Member, or an Affiliate or the member of the Family Group of an
existing Member, at the time of such Transfer (unless such Transfer is to a Family Group
member in connection with a divorce proceeding).

Section 8.4  General Transfer and Compliance Provisions.

(a)  All permitted Transfers shall be by instrument in form and substance
reasonably satisfactory to counsel for the Manager, shall contain an expression by the
assignee of its intention to accept the assignment and to accept and adopt all of the terms
and provisions of this Agreement, as the same may have been amended, and shall provide
for the payment by the assignor of all reasonable expenses incurred by the Company in
connection with such assignment, including the amendments to this Agreement necessary
to reflect such Transfer.

(b)  Notwithstanding anything to the contrary herein, in no event shall any
Member Transfer an Interest or permit any Transfers by its direct and indirect owners if,
as a result, the Company would terminate under Section 708 of the Code if such
termination would cause any Member or the Company to recognize a material amount of
income or gain or incur a material amount of expense.

Section 8.5  Tax Allocations and Cash Distributions. If any Interest is Transferred
during any Fiscal Year, Net Profits and Net Loss, or each item thereof, and all other items
attributable to such Interest for such Fiscal Year shall be allocated to the transferee in accordance
with Section 706(d) of the Code, using any conventions permitted by law and selected by the
Manager. All distributions paid on or before the date of a Transfer shall be paid to the transferor,
and all distributions paid thereafter shall be made to the transferee. Any reference in this
Agreement to a capital contribution of, or distribution to, a Person shall include all capital
contributions or distributions previously made by or to any predecessor of such Person on
account of its Interest so transferred. If a Transfer does not comply with the provisions of this
Atrticle 8, then all of such items shall be allocated to the Person who attempted to make the
Transfer.

Article 9
Termination of the Company

Section 9.1  Events of Dissolution. The Company shall dissolve upon the first to occur
of the following events: :

(a) at the election of the Majority Investors at any time after the Majority
Investors notify Estridge that an Event of Default has occurred, whether or not the
Majority Investors have exercised their right to remove Estridge;
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(b)  the sale or other disposition of all or substantially all of the assets of the
Company with the prior written approval of the Majority Investors, unless such sale or
other disposition involves any deferred payment of the consideration for such sale or
disposition, in which case the Company shall not dissolve until the last day of the
calendar year during which the Company shall receive the balance of such deferred

payment;

(c) the mutual written determination of the Manager and the Majority
Investors to dissolve the Company;

(d)  atany time that there ceases to be at least one Member; or

(e)  the issuance of a decree of dissolution by a court of competent
jurisdiction.

Section 9.2  Effect of Dissolution. Upon dissolution of the Company pursuant to

Section 9.1, the Company shall continue solely for the purposes of liquidating all of the assets
owned by the Company (until all such assets have been sold or liquidated) and collecting the
proceeds from such sales and all receivables of the Company or until the same have been written
off as uncollectible. Upon such dissolution, the Company shall engage in no business thereafter
other than that necessary to cause the Project to be operated on an interim basis and for the
Company to collect its receivables, liquidate its assets and pay or discharge its liabilities.

Section 9.3  Sale of Assets by Liquidating Trustee.

()  Upon dissolution of the Company, the Manager shall, as “Liquidating
Trustee”, proceed diligently to wind up the affairs of the Company and distribute its
assets, unless the dissolution occurred because of an event described in Section 9.1(a) in
which case the Majority Investors mayj, in their discretion, designate another Person to be
Liquidating Trustee. Another Person may be selected by the Majority Investors to
succeed the original Liquidating Trustee, or to succeed any subsequently selected
successor, whenever the Person originally selected or any such subsequently selected
successor, as the case may be, fails for any reason to carry out such purpose. The
Liquidating Trustee may be an individual or Entity.

(b)  The Liquidating Trustee shall promptly after dissolution offer all of the
assets of the Company, other than cash, (either as an entirety or on an asset-by-asset
basis) promptly for sale, upon such terms as the Liquidating Trustee shall determine.

(¢}  The fact that a Person is a Member or its Affiliates shall not preclude the
Person from bidding for any or all of the assets being offered for sale.

(d)  The decision to accept or reject an offer to purchase assets of the
Company (a “Purchase Offer”) shall be made solely by the Liquidating Trustee, provided,
however, that if the dissolution occurred because of an event described in Section 9.1(a)
the Liquidating Trustee shall not accept a Purchase Offer without the approval of the
Majority Investors.
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(¢)  In winding up the affairs of the Company, the Liquidating Trustee shall

pay the liabilities of the Company in such order of priority as provided by law.

® Distributions to the Members shal} be made in accordance with their positive capital
account balances, taking into account all capital account adjustments for the Company's
taxable year in which the liquidation occurs. Notwithstanding the foregoing,
distributions made pursuant to this Article 9 are intended to be in strict compliance with
the priority of distributions required by Section 4.1 hereof and if distributions pursuant to

® this Article 9 do not comply with the requirements Section 4.1, the capital account
balances of the Members will be adjusted by reallocating allocations of gross income and
deductions to the full extent permitted under Section 704 of the Code until such capital
account balances are in such amounts to cause the final distribution pursuant to this
Article 9 to conform to the requirements of Section 4.1.

® §3) Liquidation proceeds shall be paid within 60 days of the end of the
Company's taxable year or, if later, within 90 days after the “date of liquidation” (as such
term is defined in the Treasury Regulations). Such distributions shall be in cash unless
the Majority Investors agree otherwise.

® ()  The Builder’s obligations under Section 10.3 shall terminate upon the
Majority Investors' election to dissolve the Company under Section 9.1(a), as provided in
the Lot Sales Agreement.
Article 10
® Removal of Estridge

Section 10.1 Removal of Estridge. Notwithstanding anything contained in this
Agreement to the contrary:

Py (@)  The Majority Investors shall have the right to remove Estridge pursuant to
this Section at any time after the occurrence of any of the following events (each an
“Event of Default™):

(i) the Majority Investors have issued an Unmatured Event of Default
Notice to Estridge and Builder has failed to pay the entire Projected Increased
® Sales Prices when due in accordance with Section 10.3;

(i)  Estridge, the Builder or the Guarantor has failed to cure an
Unmatured Event of Default (whether or not it is capable of being cured) within
thirty (30) days after the Majority Investors have notified Estridge that the default
® must be cured (the “Cure Period™);

(tii)  Estridge, the Builder or the Guarantor (i) is generally not paying,
and admits in writing its inability to pays, its debts as they become due, (ii) files, or
consents by answer or otherwise to the filing against it of, a petition for relief or
reorganization or arrangement or any other petition in bankruptcy, for liquidation
or to take advantage of any bankruptcy, insolvency, reorganization, moratorium
or other similar law of any jurisdiction, (iii) makes an assignment for the benefit
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of its creditors, (iv) consents to the appointment of a custodian, receiver, trustee or
other officer with similar powers with respect to it or with respect to any
substantial part of its property, (v) is adjudicated as insolvent or to be liquidated,
or (vi) takes corporate action for the purpose of any of the foregoing; or

(iv)  acourt or governmental authority of competent jurisdiction enters
an order appointing, without consent by Estridge, the Builder or the Guarantor, as
applicable, a custodian, receiver, trustee or other officer with similar powers with
respect fo it or with respect to any substantial part of its property, or constituting
an order for relief or approving a petition for relief or reorganization or any other
petition in bankruptcy or for liquidation or to take advantage of any bankruptcy or
insolvency law of any jurisdiction, or ordering its dissolution, winding up or
liquidation, or any such petition shall be filed against Estridge, the Builder or the
Guarantor and such petition shall not be dismissed within thirty (30) days.

(b)  The Majority Investors may exercise their right to remove Estridge at any
time after the occurrence of any Event of Defauit, by giving Estridge notice of the
exercise of this right, which notice will set forth the basis for removal and the effective
date, which may be immediately upon delivery of the notice (the “Removal Notice™).

(¢)  Unless the Removal Notice specifies otherwise, upon delivery of the
Removal Notice Estridge shall cease to be the Manager and a Member of the Company
and shall have no further right to participate in the Company’s business, Net Profits, Net
Loss or distributions. Upon removal of Estridge, Estridge’s entire Interest in the
Company and its rights under this Agreement shall automatically and immediately cease
without the payment of any consideration therefore. Such removal shall not relieve
Estridge, the Builder, the Guarantor or any of their Affiliates from any liability that any
of them may have for breach of this Agreement, the Lot Sales Agreement, the Guaranty
of the Guarantor or any other Related Document. Upon such removal, Estridge shall
immediately turn over to the Majority Investors or their designee possession of all of the
Company's books, records, properties and assets.

Section 10.2 Unmatured Events of Default. The occurrence of any of the following

shall constitute an “Unmatured Event of Default™:

(a)  Estridge, the Builder, the Guarantor or any of their respective Affiliates
has breached or otherwise failed to comply with any provision of this Agreement, the Lot
Sales Agreement, the Guaranty of the Guarantor or any of the other Related Documents;
or

(b)  the Guarantor dies, ceases to own a controlling interest in Estridge or the
Builder, or ceases to be the chief executive officer of Estridge and the Builder active in
the full time management of their business.
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Estridge shall notify the Investors immediately upon learning that any Unmatured Event
of Default has occurred. At any time after learning that an Unmatured Event of Default has
occurred, the Majority Investors may notify Estridge that they intend to remove Estridge if the
Unmatured Event of Default is not cured (whether or not it is capable of being cured) within the
Cure Period (an “Unmatured Event of Defanlt Notice™).

Section 10.3  Obligation to Cure Projected IRR Deficiency. If any Revised IRR
Analysis shows a Projected IRR of less than 19.5%, then Builder shall acquire Lots during the
remainder of the Project for purchase prices which will cause that Revised IRR Analysis to yield
a 19.5% Projected IRR (the purchase prices as increased are referred to in this Agreement as the
“Projected Increased Sales Prices”).

Section 10.4 No Waiver. Failure of any Member to insist upon compliance with any
provision of this Agreement shall not constitute a waiver of the rights of such Member to
subsequently insist upon compliance with that provision or any other provision of this
Agreement.

Article 11
Miscellaneous

Section 11.1 Notices. All notices required or permitted by this Agreement shall be in
writing and may be delivered in person to any party or may be sent by registered or certified
mail, with postage prepaid, return receipt requested and with a copy by telefacsimile, or may be
transmitted by telegraph, commercial overnight carrier service, personal delivery, telefacsimile
or other commercially reasonable means and addressed: :

in the case of Estridge, to:

The Estndge Development Company, Inc.
1041 West Main Street

Carmel, Indiana 46032

Attention: Michael J. Keller

Fax number: 317/582-2452

with a copy to:

Krieg DeVault LLP

One Indiana Square, Suite 2800
Indianapolis, IN 46204

Attention: Michael J. Messaglia, Esq.
Fax number: 317/636-1507
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and in the case any Investor, to such Investor:

c/o Brian J. Brunner
CenterPoint Consulting LLC
P.O. Box 280

56 North Main Street
Zionsville, IN 46077

Fax number: 317/733-3555

with copies to:

Baker & Daniels LLP

600 East 96™ Street, Suite 600
Indianapolis, IN 46240
Attention: J. Jeffrey Brown
Fax number: 317/569-4613

or to such other address as shall, from time to time be supplied in writing by any party to the
others. Notice sent by registered or certified mail, postpaid, with return receipt requested,
addressed as above provided, shall be deemed given on the day of actual receipt or four (4)
business days after deposit in the United States mail, whichever is earlier. If notice is
telegraphed or faxed the same shall be deemed given the first business day after the transmission
thereof. If notice is sent by commercial overnight carrier, the same shall be deemed given the
first business day after such notice is receipted by such carrier for next day delivery. Any notice
or other document sent or delivered in any other manner shall be deemed given only if and when
received.

Section 11.2  Successors and Assigns. Subject to the restrictions on Transfer set forth
herein, this Agreement shail bind and inure to the benefit of the parties hereto and their
respective legal representatives, successors and assigns.

Section 11.3 No Oral Modifications; Amendments. No oral amendment of this
Agreement shall be binding on the Members. This Agreement may be amended only by a
written instrument executed by Estridge and the Majority Investors.

Section 11.4 Captions. Any article, section or paragraph title or caption contained in
this Agreement and the table of contents are for convenience of reference only and shall not be
deemed a part of this Agreement.

Section 11.5 Terms. Common nouns and pronouns shall be deemed to refer to the
masculine, feminine, neuter, singular and plural, as the identity of the Person or Entity may in the
context require. Any reference to the Code, Act or other statutes or laws shall include all
amendments, modifications or replacements of the specific sections and provisions concerned.
The term “include” and derivatives thereof shall be construed in an illustrative and nota
limitative sense.

-19-




Section 11.6 Invalidity. If any provision of this Agreement shall be held invalid, it
shall not affect in any respect whatsoever the validity of the remainder of this Agreement.

Section 11.7 Counterparts. This Agreement may be executed in the original or by
telecopy in counterparts, each of which shall be deemed an original and all of which, when taken
together, shall constitute one and the same instrument, binding on the Members, and the
signature of any party to any counterpart shall be deemed a signature to, and may be appended
to, any other counterpart.

Section 11.8 Further Assurances. The parties hereto agree that they will cooperate with
each other in good faith and will execute and deliver, or cause to be delivered, all such other
instruments, and will take all such other actions, as either party hereto may reasonably request
from time to time in order to effectuate the provisions and purposes hereof.

Section 11.9 Complete Agreement. This Agreement constitutes the complete and
exclusive statement of the agreement between the Members with respect to the matters covered
hereby. This Agreement supersedes all prior written and oral statements and no representation,
statement, condition or warranty not contained in this Agreement shall be binding on the
Members or have any force or effect whatsoever.

Section 11.10 Enforcement Rights. Each party to this Agreement acknowledges and
agrees that the agreements set forth herein are fundamental to the other parties' willingness to
enter into and be bound by this Agreement. Accordingly, each party hereby agrees that each
other party, jointly and/or severally, may institute and maintain any action, suit or proceeding, at
law or in equity (including, without limitation, specific performance or temporary and permanent
injunctive relief (without any requirement to post any bond or other security)), against any party
to enforce, or otherwise act in respect of, the agreements of such party set forth in this
Agreement. Such relief shall not be exclusive, but shall be cumulative and shall be in addition to
damages and any other rights or remedies otherwise available at law or in equity.

Section 11.11 Attorneys’ Fees. If any proceeding is brought by one Member against
another to enforce, or for breach of, any of the provisions in this Agreement, the prevailing
Member shall be entitled in such proceeding to recover reasonable attorneys’ fees together with
the costs of such proceeding therein incurred from the nonprevailing Member, Except as
provided in Section 2.4 hereof, each Member shall pay its own attorneys’ fees and expenses in
connection with the negotiation, preparation and execution of this Agreement.

Section 11.12 Governing Law. This Agreement shall be construed and enforced in
accordance with the laws of the State of Indiana.

Section 11.13 No Third Party Beneficiary. This Agreement and any other agreement
among the Members to pay any amount and any assumption of liability herein or therein
contained, express or implied, shall be only for the benefit of the Members and their respective
heirs, successors and assigns, and neither this Agreement nor such other agreement or
assumption shall inure to the benefit of the obligees of any indebtedness or any other party
whomsoever, it being the intention of the Members that no one shall be deemed to be a third
party beneficiary of this Agreement or such other agreement.
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Section 11.14 Exhibits and Glossary. Each of the Exhibits and the Glossary attached
hereto are hereby incorporated herein and made a part hereof for all purposes, and references
thereto in this Agreement shall be deemed to include this reference and incorporation.

Section 11.15 Estoppels. Each Member shall, upon not less than fifteen (15) days’
written notice from another Member specifying the purpose for and the addressee of such
statement, execute and deliver to that other Member a statement stating whether or not there are,
to such Member’s knowledge without independent investigation, any uncured defaults under this
Agreement on the part of any other Member and its Affiliates and specifying such defaults if any
are claimed. Any such statement may be relied upon by third parties, but shall not otherwise
release the Member for whose benefit such statement is delivered from the consequences of any
uncured defaults hereunder whether or not disclosed in such statement.

Section 11.16 References to this Agreement. Numbered or lettered articles, sections and
subsections herein contained refer to articles, sections and subsections of this Agreement unless
otherwise expressly stated. The words “herein,” “hereof,” “hereunder,” “hereby,” “this
Agreement” and other similar references shall be construed to mean and include this Agreement
and all amendments thereof and supplements thereto unless the context shall clearly indicate or
require otherwise.

Section 11.17 Consents and Approvals. Whenever the consent or approval of a Member
is required by this Agreement, such Member shall have the right to give or withhold such
consent or approval in its sole discretion, unless otherwise specified.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK;

SIGNATURES APPEAR ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date
and year first above written.

Estridge Develepment Co y, Jac.

By: o
Paul E. Estridgd, Jr. its president

Billy Creek Associates, LP

By: é,&ﬂ 7 7 ,._Jts general partner

Otto N. Frenzel 111

P

By: o) Q ’ it general partner
Eleanor F. Bookwalter

For purpose of joining in making the representations attached as Exhibit G and agrecing to be
bound to the terms of this Agreement the undersigned have executed this Agreement as of the
date and year first above written.

The Estridge G@(

Pau]/E Estfidge, Jr(}s Presidett—""
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GLOSSARY OF DEFINED TERMS

BCE Associates III, LLC
Operating Agreement

The following terms, as used in this Agreement, shall have the meanings set forth in this
Glossary or in the sections of this Agreement referred to after each term.

Accountants: Somerset CPAs, P.C. or such other firm of nationally-recognized independent
certified public accountants as may be Approved by the Members.

Act: The Indiana Business Flexibility Act as from time to time in force.
Administrative Expenses: Expenses described on Exhibit F.

Affiliate: A Person that directly or indirectly, through one or more intermediaries, controls, is
controlied by, or is under common control with the Person in question and any officer, director,
manager, managing member, partner, trustee, employee, stockholder (fifteen percent (15%) or
more) or direct or indirect owner of any Person referred to in the preceding clause or their
respective family members, which includes children of a spouse and of a former spouse. For
purposes of this definition, the term “control” means the ownership of beneficial interests in an
Entity which in the aggregate give the owner thereof the right to cast fifteen percent (15%) or
more of the votes with respect to any question that may be decided by owners of interests in such
Entity. However, in no event shall any Investor or its Affiliates be deemed an Affiliate of the
Company, Estridge or their Affiliates and in no event shall Estridge or its Afﬁhates be deemed
an Affiliate of any Investor or its Affiliates.

Agreement: As defined in the Preamble.

Approved by (or Approval of) the Members: That the action in question has been approved in
writing by Estridge and the Majority Investors.

Available Cash: As to any particular Fiscal Year or portion thereof, Revenues plus any proceeds
from debt used to fund the payment of the Quarterly Distribution Payment less the sum of the
following:

(a)  Project Expenses paid during such period; plus

(b)  aprovision for reasonable working capital reserves and a reserve for projected
Project Expenses, in each case in the amount set forth in the Proforma.

Code: The Internal Revenue Code of 1986, as amended from time to time and all published
rules, rulings and regulations thereunder at the time of reference thereto.

Company: The limited liability company governed by the Agreement as said limited liability
company may from time to time be constituted and amended.



Entity: Any general partnership, limited partnership, limited liability partnership, limited
liability company, corporation, joint venture, trust, business trust, cooperative or association.

Events of Default: Section 10.1(a).

Fiscal Year: Section 6.6.
Improvements: As defined in Exhibit C.

Interest: The entire interest (which may be segmented into and/or expressed as a percentage of
various rights and/or liabilities, as applicable) of a Member in the Company at any particular
time, including the right of a Member to any and all benefits to which a Member may be entitled
as provided in this Agreement and in the Act, together with the obligations of such Member to
comply with all the terms and provisions of this Agreement and of the Act.

Internal Rate of Return or IRR: The annual discount rate that results in a net present value equal
to zero when the discount rate is applied to all capital contributions made by, and all distributions
received by, a Person (with all cash flows recorded on the actual day that such funds were
disbursed), all calculated in accordance with accepted financial practice.

Liquidating Trustee: Section 9.3.

Lot Sales Agreement: That certain agreement between the Company, as seller, and the Builder,
as buyer, pursuant to which the Builder has the exclusive right and obligation to purchase the
Lots at the prices set forth therein and herein for the sole purpose of constructing single family
residences and selling them to the public.

Majority Investors: Those Investors that have made a majority of the capital contributions made
by the Investors.

Manager: Estridge, provided that, if Estridge is removed in accordance with Section 10.1, the
Majority Investors shall have the right, in their sole discretion, to appoint any other Person to
become a successor Manager hereunder.

Member: Estridge, Billy Creek and such successors, assigns or additional members as may be
admitted as members of the Company, from time to time, pursuant to the terms of this
Agreement.

Net Priority Return: The amount by which an Investor's Priority Return exceeds the Investor's
capital contributions to the Company.

Net Profits and Net Loss: “Net Profit” and “Net Loss” shall mean, for each Fiscal Year or other
period, an amount equal to the Company’s taxable income or loss for such Fiscal Year or period,
determined in accordance with Code Section 703(a) (for this purpose, all items of income, gain,
loss or deduction required to be stated separately pursuant to Code Section 703(a)(1) shall be
included in taxable income or loss), with the following adjustments:




(a) any income of the Company that is exempt from Federal income tax and not
otherwise taken into account in computing Net Profit or Net Loss shall be added
to such taxable income or loss;

(b)  any expenditures of the Company described in Code Section 705(a)(2)(B) or
treated as Code Section 705(a)(2)(B) expenditures under Code Section 704(b) and
not otherwise taken into account in computing Net Profit or Net Loss shall be
subtracted from such taxable income or loss; and

(c)  any amount that is allocated pursuant to Section 5.2 shall be excluded from the
determination of Net Profit and Net Loss.

Person: Any individual or Entity, and the heirs, executors, administrators, legal representatives,
successors and assigns of such Person where the context so admits.

Permitted Transferee. A transferee in a Transfer of an Interest permitted by Section 8.2 hereof.

Plans and Specifications: All architectural or engineering plans, specifications, working
drawings, designs, models and other similar architectural or engineering materials prepared for
or in connection with the Project (or any portion thereof).

Priority Return: The amount of cash distributions which, if received by the applicable Investor

on the date of determination, would result in an Internal Rate of Return to the Investor of 19.5%
(computed in accordance with the definition of “Internal Rate of Return” herein and taking into

consideration the timing and amounts of all capital contributions and distributions in respect of

such Investor's Interest in the Company).

Proforma: The Proforma attached as Exhibit C with such revisions as are approved in
accordance with Section 6.4.

Project Expenses: All expenditures, expenses and charges relating to the acquisition,
improvement or development of the Property, or any portion thereof, and the operations of the
Company, including the fee payable pursuant to Section 7.6.

Projected Increased Sales Prices: Section 10.3.
Projected IRR: Section 6.4(a).

Purchase Offer: Section 9.3(d).

Quarterly Distribution Payment: With respect to each Investor, an amount equal to the product
of (x) 3% per quarter (i.c., a rate of 12% per annum) multiplied by (y) the amount of the
Investor's Undistributed Capital Contributions (calculated prior to giving effect to any
distribution pursuant to Section 4.1(b) for such quarter).

Revenues: As to any particular Fiscal Year or portion thereof, the total cash receipts of the
Company from sales of Lots or otherwise.



Revised IRR Analysis: The reports required under Section 6.4.

Tax Matters Partner: Section 5.5.

Transfer: Any sale, transfer, assignment, pledge, hypothecation, gift, conveyance, security
interest or other encumbrance, or any contract therefor, any voting trust or other agreement with
respect to the transfer of voting rights or any other beneficial interest in, or any other transfer or
disposition (including, without limitation, any disposition that would constitute a “sale” within
the meaning of the Securities Act of 1933, as amended) whatsoever affecting the right, title,
interest or possession in or to any Interest, whether direct or indirect, voluntary, involuntary, by
operation of law or otherwise.

Treasury Regulations: Regulations promulgated pursuant to the Code by the United States
Treasury Department, as amended from time to time.

Undistributed Capital Contributions: With respect to each Investor, an amount equal to the
excess of (a) the aggregate capital contributions to the Company made by such Investor (or its
predecessors), minus (b) the sum of all previous distributions received by such Investor (or its
predecessors) pursuant to Section 4.1(b).

Undistributed Priority Return: With respect to each Investor, the remaining amount the Investor
would need to receive on the date of determination in order to achieve the Priority Return on the
date of determination, taking into account the sum of all distributions received by such Investor
(or its predecessor) pursuant to Section 4.1 for all periods up to the date the determination is
being made.

Unmatured Event of Default: Section 10.2.

Unmatured Event of Default Notice: Section 10.2.
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Business Plan for the Project

List of Contracts and other Personal Property Assigned to the Company by
Estridge

Administrative Expenses (to be paid by Estridge out of its Fee)

Estridge and the Builder Representations and Warranties



EXHIBIT A

Capital Contributions
Member Capital Contribution
Billy Creek Associates, LP $3,500,000
Estridge Development Company, Inc. Estridge has contributed to the Company the

Property and its entire right, title and interest in the
Project, including those assets described on Exhibit
E. In addition, Estridge will contribute to the
Company from time to time 100% of the cash equity
required to complete the Project in excess of the
capital contributions of the other Members set forth
above.




EXHIBIT B
Legal Description of Property

See attached one (1) page.
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EXHIBIT C
Proforma

The Company will engage in the acquisition and development of 118 acres located in
Hamilton County, Indiana (see Exhibit B). The Project will be developed for lots suitable for
single family residential construction. The Company will not engage in the business of
constructing residences and townhouses and, consequently, the capital requirements of the
Company do not and will not include or reflect any costs incurred or to be incurred in connection
with such stage of development.

The Property currently includes a total of 293 Lots which the Company presently intends
to sell to the Builder on an “as-is” basis for the prices determined in the Lot Sales Agreement.
The Builder is acquiring the Lots for the sole purpose of constructing residential dwelling units
thereon. Each residence will fall into one of the following product types: Estridge 900 Series,
600 Series and Town Homes. The sale of the Lots to the Builder will take place in one or more
takedowns in accordance with the schedules attached to the Proforma.

The Company will provide the Builder a building pad that will include water, sewer, gas
and electric hook-up. The Company will also be responsible for roads, entry ways, entry walls
and common area landscaping and the development of the community’s amenity center and
parkway, as outlined in the Proforma (the utility improvements, amenity center and parkway are
referred to as the “Improvements™).

The Builder will provide and maintain merchandised models within the Project for each
product type, will construct all roads and provide all other infrastructure for the Project.

The Proforma attached as Exhibit C sets forth costs previously incurred and Estridge’s
and the Builder’s current estimate of the costs anticipated to be incurred with respect to the
acquisition of the Property and the construction of the Improvements on the Property and the
anticipated sales proceeds to be derived from the sale of the Property.
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INVESTOR BALANCE

3,500,000

3,500,000

3,500,000

3,500 000

3,500,000

3.500.000

3,500,000

3,500,000

3.50(.000

3,500,000

CASH AFTER BANKINVESTOR DEBT

INVESTOR BHARE OF PROFIT

ESTROOE BHARE OF PROFIT

TOTAL INVESTOR RETURN

{3500 000}

=

05,000

105,000

Centennial North peotoema (axhebin B)




Contanriel ivort
Sacbon 1
Sacton 2
[Tewt
-
Sachon 2 Construction
Cc08) JanOT| Feo 07| MerDT]  Apr7 Way-0T Jon-07] JoT A 07 Sap 07|
2 3 2 ) 2 3 Fi 2
3 E) 3 3 3 E]
- [ 4 4 4 & 4 4 4 4
5 10 [l 10 [] 10 [] 1 [ 10
MEVENCE
00 SERIES 130.600 199,500 133,000 189 500 133,000 186,500 133,000 166,500 33,000 199,500
900 SERIES 213,000 219.000 219,000 218,000 219000 218,000 219,000 21%,000 219,000 219,000
TN HOMES - 187 200 197,200 197,200 187,200 197,740 ARG 197,200 97,200 197,200
TOTAL 343,000 315,700 549,200 415,700 549.200 615,700 549,200 815,700 549,200 615,700
LAND & CONSTRUCTION COSTE
PAYMENTS TOWARD LAND
| PLANNING
GENERAL CONDITIONS
EMGINEE RING [DEXKIN) 84,500 $1,500
LANDSCAPE CESKGN
DEMOLITION
LAND PLAN
LEQAL & RECOROING FEES 4100
|zorma & PLAT #,500
MARKET STUDY
TOTAL PLANMMNG - - - - - 41,500 81,500 8,600 - -
SOL TESTS 1,500
CONSTRLCTION BTAKING 41,000
~=\0ITE EXCAVATION 138,867 136,887 136 8687
! ECIAL ITE CONDITIONY 45,000
L+ATER MAINS 184,000 164,000 |
TORM SEWERS 184 164,000
LAMTARY SEWERS 184, 164,000
RAMITARY & WATER AVAL. FEES 287,
[CURBS & BIDEWALIE 77,000
STAEETS 131,200
|oGT EnTRY 3 ROW siPAVMTE 30,000
SOEWALKS
[CONSTRUCTION ROAD 2,500
[TOTAL POD CONSTAUETION - - - - - - 45,000 168,867 915,867 BA2, 787
LANDSCAPE SEED. 80D 50,000 50,000
ERGAKIN CONTROL 43.200
5,000
ENTAY WALLS 50,000
PROJECT SIGHAGE
ATREET AND LOT SKINS
PEAIMETER FENCING 15,000 |
ELECTRICALLKGHTING 5,000
TOTAL LANDSCAPMNAZNTRY - - - - - 50,000 - 50,000 - 124,200
PARK FIXTURES 20,000 20,000 10.000
|soaaina PATH
BAAKETBALL COUATE 15,000 15.00¢
BWILMING POOL 80,000 B0.00¢
[SPECIAL STRUCTURES oot house & panung) 55 DO 55,000
TOTAL COMMUNITY WIDE - - 150,000 150,000 18.000 - - - -
PROJECT MAINTENANCE (HOA} [i] 5000 [ 5000 10000 [i] [}) 10000 0 [
MAMAQEMENT FEES J000per LOT) 15000] 300001 27000 30000] 27000 30000 21000 30000 21000) 30000
.LETI’ERSDFCREHT! BONDS 13,000
SFECTION FEES
SR TS FEES
TOTAL FEES & PERMITS - - - - - - . . A 13,000
THLE MSURMIKCE
LLABILTY INSURANCE
PROPERTY TAXES 2,500
APPRAISAL
COMMITTMENT FEE 30,000
TOTAL ADMINSTRATIVE - - N B . 32.500 N - A B
{ContyaEncy 4 - - - 15,000 - . - - .
WTEMEST T0 INVERTOR 105,000 103,000 108 000 105,000
|NTEmEST TO HARK 38535 3534 31,806 28 842 28,723 24 B54 22,025 20160 18,014 20,872
TOTAL COSTE 158,538 70,331 58,808 315842 228,723 208,654 280,528 283427 90881 1,175 830 |
Imu..lmE cost 10,472,618 10 542 947 10,803,758 102920,397 11,149,121 11,357,774 11818299 11,001,728 12,882 407 14,038,045 |
ONTHLY SURPLUSADEFICIT) 188,485 545,369 490,391 207,058 320477 407 045 288 875 332213 (415.421) 559,939
A0, LOAN T3 COVER DEFICHT - - . - . - - . 411 481 5539394
BURPLYS FOR BANK REPATMENT 186 465 545,369 480,391 207,058 320477 407046 288,075 302,273 - -
TOTAL BANK DEBT AGCUMULATION 5.470.818 4,025,247 4,434 858 4,137,797 3,817,321 410,274 3,121,599 2,780 326 3,200,807 2,760,745
CASH AFTER BANK DEAT PAYMENT . - . . - - . - . -
WVESTOR BALANCE 3,500,000 3,500,000 3,300,600 3,500,000 3,500,000 3.500.000 3,500,000 3,500,000 3,500,000 3,500,000
CASH AFTER BANKANVES TOA DERT
INVESTOR SHARE OF #RCFIT
ESTRIDGE SHARE OF PRCFIT
TOTAL WVESTOR RETURN 105,000 - . $105.000 - . 305,000 - - 105,000

Cantennial Norh proforma {axtibi B)




Saction |

Secuion 2

Total

-

Oc-G?

Mov-07

D07

Jan-04

Fen08

LOT BALES

900 B8ERIES

800 SERIES

TOWM HOMES

LIS PN

CIEN X[

LIRS

L1 PRY PR

o nlwle
| a]w] !
S| n[w]e)

Totat

REVENLE

433,000

153000

134/

204 000 128,000

900 BERIES
800 BERIES

219,000

219,000

225 000

225

25,000

£0,}

25,000 225,000 225,000

TOWN HOMEB

197,700

197,200

203,200

203,200

203,200 203,200

TOTAL REVENJE

549,200

549.200

$32.200

832200

84,200

831,200 564,200 632,200

LAND & CONSTRUCTION COSTY

PAYRENTS TOWARD LAND

PLANMING

(GENERAL CONCITIONS

LEQAL 8 RECORDING FEES

3.200

ZONING & PLAT

1.000

MARKET 8TUDY

TOTAL PLANIING

400

B8OIL TESTR
CONRSTRUCTION BTARING

32,000

«=TTE EXCAVATION

160.000

180,000

v, 000

E

50,606

2

STORM BEWERS
SAMTARY REWEAS
BARITARY & WATER AVad FEES

724,000

CURBA & BIDEWALKS

77,900

i

:

48,000

3TAEETA

131,200

-
=]
2]
2

70,400

DOT ENTRY & ROW MFRYMTS

SIDEWALES

CONS TRUCTHON FIOAD

TOTAL POD CONSTRUCTIGN

209,100

32,000

160,000

040,000

00,400

118,400

LANDSCAPE EEED. 800

49,200

3400

5.000

ERDAKN CONTROL
FRRXGATION
[ENTRY WaLLl

PROJECT SIGNAGE

STREET ANDLOT S1GNE

8,200

3,200

PERIMETER FENCING

ELECTRICALAIGHTING

TOTAL LARIECAPNQENTRY

5T.AD0

33.400

42,400

3.200

PARK FIXTUREY

HOOQING PATH

BASKETBALL COURTS

SWIMMING POOC

EPECIAL BYAUCTURES (poo) bawbe & pening)

{TOTAL COMMUNITY WiDE

[PACJECT MANTENANCE (HOA;

5000]

IMAHAREMENT FEES 3000/per LOT )

2T000)

30000

27000

30000

270001

30000]

27000

27000

LIl TN ke
-4 ETTEAS OF CREDIT/ BONDI

8,000

5,000

BPECTION FEES

7,000

2,500

ERMITS FEES

c:COO

2,000

TOTAL FEES & PERMITE

11,000

4,000

4,500

TTTLE IRSURANCE

LABIITY IMBURANCE

|PROPEATY TAXES

2,500

AFPAASAL

COMMITTMENT FEE

TOTAL ADMIMATRATIVE

2,500

|CONTINOEHC Y

INTERZST TO INVESTOR

105,000

105,000

105,000

INTEREST TO BANK

24,288

23001

10,707

18421

18,403

15,104

12,858 6.068 6384

TOTAL CORTH

303,182

EIRLE

350,107

738,821

CUMMIAATIVE COSY
--tyomv SURPLUSNDEFICITY

14,401 B34

188 412

14,493,624

4 B4,T3Y

TiESeSE

278.30:

63,104

148,008 41,368

1831355

)
18,376,657

523,008

199,063

{104,821)

TANK LOAN T COVER DEFICIT

AJRPLUS FOR BANK REP& YMENT

185412

523 908

104,621

355,88

501,006

43 Bay
s

16,568 583
418.132

15,807 081
00,832

588,332

189,083

355,807

501,006

418,132 50.8%2

588,337

TOTAL BANK DEBT ACCUMULATION

3575334

058053

1,902 457

CASH AFTEA BANK DEBT PAYMENT

3051424

2852331

2,493,652

AT il

985,993 W5, 161

1,404,125

INVERTOR BALANCE

3,500,000

3,500,006

3,500.000

3,500,000

3,500,000

3,500.000

3,500,000 4,500.000 3,500,000

CASH AFTER SANKANVESTOR DEBT

INVESTOR BHARE OF PRORT

ESTROOE SHAAE OF PROFIT

TOTAL NYESTOR AETLAN

105,000

105,000

- 105,000 -

Cartannisl North proforms (sxhib &)




Section {
Section 7

Total
wn———

Oct-08 Nov-08| Drac-D8 JanrO8 Fab-09: WL Apr-G! Wy

;
:

SOUNCES
LOT SALES
900 SERES
900 SERES
TgWH HOMES
Tetal

oo mfeale
Sf mf ]l
o n|w]r|
O ajw|w
© & jw|nr
o] | eo]
om| i (12| 02
FES

[REVENUE
oo srres 138,000 04000 TB.000 264,000 138,000 208,500 159,000 135,000 - -
%0 BERES 235,000 126 000 225 225,000 2125000 31,000 234 000 154 000 - -
Tore HOMES 203,200 203,250 03, 203,200 209,200 209,200 209,200 209,200 700,200 205,200
TOTAL REVEUE 564,200 32 200 564, 32,200 564,200 848,700 579,200 502,200 208,200 | 209,200 |

S8

LAND & CORBTRAUCTICH COSTS

PAYMENTS TOWARD LAND

PLANMHG

GENERAL COMDITIONS
¥Q (DEBIGN)

LAMOBSCARE DESIGN

DEMOLITION

LAND PLAN

LEGAL & RECORDKNG FEE3

2ONING & PLAT

MARKET 8TUOY

TOTAL PLANNING - - - - - - . - - -

3OIL TESTS
CONSTRUCTION BTAXING

« = TSITE EXCAVATION
"ECUAL SHTE CONDITIONS
IATER MANY
|aToAM aEWERS
SANTTARY BEVEAS
SANITARY & WATER AVAL FEEY
ICURBS & AIDEWALKS

COMITRUCTION ROAD

TOTAL POO GONSTRUCTION - - - - . B - . - -

LANDSCAPME.SEED. 5300
ERCSION CONTROL
IRAQATION

ENTRY WALLA
[PROJECT BIONAGE
STREET AND LOT SKINS.
PERUMETER FENCING
ELECTRICALAKIHTING

TOTAL uN_ﬂ-!_C.I.PINWENTﬂV - - - - - . B . . B

PARK FLTUAES

OMKING PATH

BABKETBALL COURTY

BWHARHG PO,

SPECIAL STAUCTURES (pool houss & pari

[TOTAL COMMUNITY WIBE - . - + - B - . < -

PROIEST MAINTENANGE (HOA} o 10000 5000 50001

MANAGEMENT FERE 300vpar LUT} 27000 JDO0O0 22000 20000 Fl
,-E ETTERS OF CREDIT / BONDS

APECTION FEEY
-ERMITS FEES

27000 240001 120001 12000]

I
g

ToTAL FEES A MERNTE . g B . . . T p P P
—

TiTLE INSURAMCE
LUABATTY 1HUOANCE
PROPERTY TAXES 1,000 500
APPRASAL

COMMITTMENT FEE

TOTAL ADMINETRATIVE - - - $.000 . . f - - 500

[CONTINGENT Y - - - - .
MIEREST TO INVESTOR 103,609 80,552 20,580
INTEREST TO BANK 2,562 i - - B s -

TOTAL CORTS 20852 143,808 32,000 38,000 98.552 35,000 37,000 44,580 22,000 22,500
CUMMLRATIVE COST 18,637,513 16,781,118 16,813,114 18,849,118 18,045,670 16,980,870 17,817,670 17,062,250 17,084,250 17,108,750
HONTHLY SURPLU/DEFICIT) 34 848 AN 555 532,200 596,200 457 648 £13,700 542,200 457,620 187,200 186,700
TANX LOAN TO COVER DEFICIT - - - - - - - - - -
UAPLUS FOR BANK REFAYMENT 534,648 488 505 532 200 596,200 487 848 813,700 542,200 457,820 187,200 188,700

TOTAL BANK BEBT ACCUMLKATION [ . - - - . -
CAZH AFTER BANK DEBT PAYMENT 139487 488.505 532,200 506.200 487 648 813.700 542,200 457,820 187,200 186,700

HVESTOR BALANCE 3,380,513 2,871.018 2330714 1741518 1,275870 862170 118970 - -
CASH AFTER BANGNVE STOR DEBT . . - - - 337,850 487,200

INVESTOR SHARE OF BROEIT - - B 5 - B B - -
EATRAIDAE SHARE OF PROFIT - N N
TOTAL WVESTOR RETUAN 139,487 562,200 532,200 596,200 $37,200 613,700 542,200 AT8.200 $87.200 186.700

Cantennial North peoforma (mxhubil B)

o




| Werth
is-cﬁm 1
Section 7
{
- ]Tm
Jun0 Jumﬁ Aug09] Totaf
LOY BALES
000 BERIEY 17
900 SERIES 92
TOWN HOMES & 4 - 124
Tomi [] 4 : 203
Ave Lot
REVENUE
900 SERIES - . - , 171,500 87,182
00 BEAIES - - - ,798,000 73,870
TOWN HOMES 209,200 200,200 - , 280,200 50,568
[TOTAL REVENUE 209,200 29,200 - 14,228 700 82,241
LAND & CONSTAUCTION COSTS
PAYTMENTS TOWAND LANG 3.842,124 12,587
480,677 1,572
10,000 34
2783 10
[LEGaL & RECORDMNG FEER 18,900 58
[ZOMING & PLAT 45010 157
[MARKET BTUOY - -
TOTAL PLANNNG - - - 838 180 1,830
a0% TESTE 5000 17
[CONSTRUCTION BTAXING 148,500 500
“wTE EXCAVATION 1,485 000 5,000
ECIAL MITE CONDTTIONS 145,000 45
PWATER MANS 1,028,000 509
[sToAM EEWERS 86,000 365
[SANITARY BEWERS 1,476,000 038
Is.\mmw & WATER AVAN_ FEES 1,025,500 500
ICURBS & SIDEWALKY 507,10 1,731
[sTREETS 813,800 FRiid
DOT ENTRY & ROW MPRVWTS 80000 273
BIDEWALKS N N
CONSTRUETION ROAD 5000 17
TOTAL POD CONBTRUCTION - - . 7882700 28221
LANDICAME BEED. 900 315,000 1,280
EADSION CONTROL 351 800 1,200
1ARIGATION 80,000 205
ENTRY WALLS 325,000 1,108
PACIECT SIANAGE 5,000
STREET AND LOT KINS 23,100
PEAIMETER FENCING 40,000 13
ELECTRICALAIHTING 19,000 65
[TOTAL LANDECAPNGENTRY - A - 1,188,700 4,091
I
Icnmaum_m
PAFK FAXTURES 50,000 REX] .
JOGAING FATH N N
[BASKETBALL COURTS 30,000 102
[SWIMNING POOL 120,600 410
BPECIAL ATRUCTURES (pooi hause & pavking) 110,000 375
[TOTAL COMMUNITY Wit - - - 310,000 1,058
[MROJEC T MADFTENANCE (HOL) 5000 10000] 0| 140,000 478
APANAQEMENT FEES 3000per LOT) 12000 12000] [5) 70,000 3,000
e Py
“~= ETTERS OF CREDST / BONDS: 58000 1w
\SPECTION FEES 10,000 a5
~ERMITA FEES 12,000 £
TOTAL FEES & PERMITR - - - 47,000 207
ADMIOTRATIVEQVEAHEAR
TITLE WSURANCE 3,200 13
LIABILITY INSURANCE. B .
PHOPERTY TAXES 14525 £0
[AFPRAAL , D00 17
[ COMMITTMENT FEE 84,250 219
TOTAL ADMINSTAATIVE . - - 86,075 297
co Y - . P 513,830 1754
INTEAESYT TO INVESTOR - 1,224 543 4178
INTEREET TO HANK 804,008 2,748
TOTAL COSTS 000 22,000 - 17 145750 5B.518
CUMMULATIVE COST 7123750 [ 17145750 | 17,145,756
o, MONTHLY BURPLY G 192,200 147 200 -
*7 2 MK LOAN T0 COVER DEFICIT - - -
L'APLLS FOR BANK REPAYMENT 182,200 187,200 -
1,090,950
TOTAL BN DERT ACCUMULATION . B
CASH AFTER BANK DEBT PAYMENT 192.200 187,200
INVESTOR RALANCE . B B
CASH AFTER BANHANVESTOR DEAT 192 200 167,200 - 1,090,850
INVESTOR SHARE OF PROAIT N N s N
ESTRIDGE RHARE OF PROFIT N
TOTAL INYESTOR RETURN 192,200 137 200 - 5,815483 19.52%

Cartannial Norh peofors (exhibd B}



EXHIBIT D
Business Plan

(See Exhibit C and Proforma)



EXHIBIT E

List of Contracts and other Personal Property
Assigned to the Company by Estridge

. All rights to use the name “Centennial North.”

. All rights of Estridge and its Affiliates in any master plans, land use plans/models,
architectural or engineering plans, specifications, working drawings, designs, models and
other similar architectural or engineering materials prepared for the Project (or any portion
thereof).

. All rights or benefits of Estridge and its Affiliates in and to all prior discussions with
governmental bodies, entities and agencies with respect to the Project (or any portion thereof)
and the Development Plan.

. All right, title and interest of Estridge and its Affiliates to continue the negotiations,
discussions and business arrangements with respect to the Project (or any portion thereof)
and the Development Plan.

. All agreements for utility services for the Project (or any portion thereof).
. All other rights, licenses and permits related to the Project (or any portion thereof).

. All rights or benefits in all professional studies on evaluating the Project (or any portion
thereof).

. All rights or benefits on bonds, security deposit or letters of credit required in connection
with the Project (or any portion thereof).

. The following Contracts: (See attached list)



List of Contracts

Description of Work Vendor

Site Work (excavation of ponds, balance site, construct pads) To be awarded
Storm & Sanitary Sewer Installation To be awarded
Water Installation To be awarded
Erosion Control To be awarded

Curbs To be awarded




EXHIBIT F

Administrative Expenses
(to be paid by Estridge out of its Fee)

All costs of administering this Project shall be paid by Estridge except to the extent
otherwise specifically provided in the Proforma. Administrative expenses to be paid by Estridge
include:

1. general office expenses, including overhead and compensation of office employees,

2. on site project supervision.



EXHIBIT G
Estridge and the Builder Representations and Warranties

As an inducement to Billy Creek to enter into this Agreement, Estridge and the Builder,
jointly and severally with Estridge, represent and warrant to the Investors that:

Warranty of Title. The Company is the record and beneficial owner in fee simple of the
Property, together with all easements appurtenant and all land use, development, water, drainage
and zoning rights applicable thereto, free and clear of all liens, charges, easements, covenants,
conditions, restrictions and encumbrances whatsoever, other than those set forth in Schedule A
(“Permitted Exceptions™). The Company has the power and authority to convey, transfer and
assign fee simple title to the Property. Neither the Company, nor Estridge, nor the Builder has
granted any options, rights of first refusal or rights of first opportunity to purchase fee simple
title or any other interest in the Property, except that the Company has agreed to sell the Lots to
the Builder in accordance with the terms of the Lot Sales Agreement.

Authority. The Company, Estridge, and the Builder each have full right, power and
authority to execute, deliver and carry out the terms and provisions of this Agreement and all
other documents and instruments to be executed and delivered by it pursuant to this Agreement
or otherwise in connection with the transactions contemplated hereby (the “Related
Documents™). This Agreement and the Related Documents, when executed and delivered, will
constitute the duly authorized, valid and legally binding obligation of the Company, Estridge,
and the Builder and will be enforceable strictly in accordance with their respective terms. All
action, including the obtainment of consents and approvals required to authorize execution and
performance of this Agreement and the other instruments herein provided, have been obtained.

Conflicts. The execution and delivery of this Agreement and the Related Documents, the
consummation of the transactions herein or therein contemplated, and compliance with the terms
and provisions hereof or thereof, will not (i) violate any presently existing provisions of law or
any presently existing applicable regulation, order, writ, injunction or decree of any court or
governmental department, commission, board, bureau, agency or instrumentality, or (ii) conflict
or be inconsistent with, or result in any breach of, any of the terms, covenants, conditions or
provisions of, or constitute a default under, any indenture, mortgage, deed of trust, instrurment,
document, agreement or contract of any kind to which the Company, Estridge or the Builder is a
party or by which it may be bound.

Pending Litigation. There are no petitions, actions, suits, proceedings or investigations
pending against the Company, Estridge or the Builder relating to the execution and delivery of
this Agreement or any Related Document, the Property, the Project, the Governmental
Commitments, Permits or that could otherwise affect the Project or the Property, before any
court or any governmental, administrative, regulatory, adjudicatory or arbitrational body or
agency of any kind (including, without limitation, any actions or petitions to alter or declare
invalid any laws, ordinances, rules, regulations, permits, certificates, restrictions, leases or
agreements authorizing or relating to the Project or the Property). None of the foregoing is
subject to the terms of any previously entered and final orders, writs, injunctions, decrees or
arbitration awards which continue to be binding and in full force and effect.



Potential Litigation. No notices have been received that this Agreement, any Related
Document, the Government Commitments, the Permits, the Property, the Project, the Company,
Estridge, or the Builder is the subject of any threatened investigation, action, litigation, or
proceeding, either judicial or administrative. No notices have been received or process served or
other action taken with respect to the existence or enforcement of any outstanding orders, writs,
injunctions, or decree of any court, government, governmental authority, or arbitration against or
affecting all or any portion of the Property, the Project, the Company, Estridge, or the Builder.

Compliance. The Property and the Project are in compliance with all Permits, laws,
ordinances, statutes, rules, regulations, restrictions, and orders applicable thereto. No notice has
been received from any governmental authority that the Project or Property is in violation of any
of the foregoing or that remedial action is required to regain compliance. There is no pending or
threatened investigation or inquiry by any governmental authority with respect to the Property
and the Project. No law, ordinance, statute, rule, regulation, restriction, or order is pending
which, if enacted, would adversely affect the Property and the Project. Neither the Property nor
the construction of the Project on the Property nor the use of the Project when completed will
then violate, any presently existing applicable statute, law, regulation, rule, ordinance or order of
any kind whatsoever (including, but not limited to, any presently existing zoning or building
laws or ordinances, any presently existing environmental protection laws or regulations, or any
presently existing rules, regulations or orders of any governmental agency), or any Permit issued
with respect to the Project or any condition, easement, right-of-way, covenant or restriction of
record affecting the Property.

Utilities. The Company has entered into binding agreements with the providers of water,
storm and sanitary sewer, gas, electric and telephone services to provide such services in
sufficient quantities for the construction and the operation of 293 Lots in the Project and nothing
will prevent the Company from entering into similar agreements for such services in sufficient
quantity to complete the remainder of the Project. The Company has obtained all Permits and
approvals necessary to extend such lines and mains to bring such utility services to the Property.
Such Permits and approvals are in full force and effect. The Company holds all rights to such
Permits and approvals, has assigned no interests therein to others and has not contracted to assign
or grant rights therein to others. Such agreements and Permits provide for no extraordinary or
special (unique to the Property) tap-on charges and user fees. The plat of subdivision as
recorded or separate recorded instruments provide recorded casements to service every Lot
within the Project with all utilities.

Documents furnished. Neither this Agreement, nor any Related Document, nor any
exhibit or Schedule thereto or any document, report, financial statement, schedule, certificate, or
other statement required herein or therein furnished or to be furnished contains any untrue
statement of a material fact or omits to state a material fact relating to the Property, the Project,
the Purchase Contract, Government Commitments, Permits, the Company, Estridge, the Builder
or otherwise, and each of the foregoing is true and correct in all material respects. The financial
statements of Estridge and the Builder previously delivered to the Investors have been prepared
in accordance with generally accepted accounting principles consistently applied (except as may
be noted therein) and fairly reflect the financial condition, results of operations and cash flows of
Estridge and the Builder for the periods presented.



Zoning. The Property is duly and validly zoned for the construction of the Project. Such
zoning is unconditional, in full force and effect, and no attacks are pending or threatened with
respect thereto. The transfer of the Property will cause no change in such zoning.

Contracts. There are no contracts or agreements (either oral or written) affecting the
Property and the Project, including, without limitation, leases, tenancies or other contracts or
agreements relating to the design, engineering, construction, maintenance, development or
management thereof (collectively “Contracts™) other than those listed in Exhibit E. All right
title and interest in the Contracts is owned by the Company, free and clear of any liens or rights
and interests of third parties, Estridge, and the Builder (except for Estridge’s and the Builder’s
rights expressly contemplated by this Agreement and the Lot Sales Agreement). Heretofore true,
correct, and complete copies of all of such Contracts and all of the Plans and Specifications have
been furnished to Billy Creek. Such Contracts are in full force and effect, are unamended and no
defaults or potential claims for default exist thereunder. The Company has not previously
assigned or contracted to assign the Contracts or any interests therein.

Brokerage Commissions and Finders Fees. No person is entitled to any brokerage fees
or commissions in connection with the Property, the Project or the transactions contemplated by
this Agreement and the Lot Sales Agreement which have not previously been paid in full.

Condemnation. No notices have been received from any governmental or quasi-
governmental body or agency or from any person or entity with respect to (and none are
expected or contemplated) any actual or threatened taking of the Property, or any portion thereof,
for any public or quasi-public purpose by the exercise of the right of condemnation or eminent
domain.

Proforma. The Proforma sets forth all expenses and costs incurred or estimated to be
incurred, in connection with the acquisition of the Property and the completion of the Project,
including all costs and expenses incurred or estimated to be incurred, established and maintained
in connection with the construction of the Improvements. All estimates set forth in the Proforma
are based on reasonable assumptions in light of the prior experience of Estridge and the Builder
in connection with other projects similar to the Project.

Priority Return. Each of the Investors will receive an Internal Rate of Return on its
investment in the Company of 19.5% based on the distributions the Company will make to the
Investors hereunder from the Revenues the Company will receive from Builder.

Existing Permits and Applications. All building, zoning and other permits (“Permits™)
heretofore issued for the Project and all applications submitted and pending for the Project are
listed and described on Schedule B. All of the Permits are issued in favor of and are owned
solely by the Company. The Permits may be assigned and transferred without the imposition of
additional conditions except for the payment of a scheduled re-issue fee. All issued Permits are
in full force and effect, all fees required for the issuance thereof have been paid, and no actions
to revoke such Permits are pending or threatened. The Company has entered into no other
agreements to assign and transfer the Permits or to grant other rights to use the Permits.



Claims. There are no claims or liabilities (whether accrued, contingent, or otherwise)
relating to the Property and the Project, including recaptures and impact fees, other than those
described on Schedule C. There are no facts in existence that might reasonably serve as the
basis now or in the future for any liabilities or obligations with respect to the Property and the
Project, other than as described in Schedule C.

Taxes. All federal, state, local, and other governmental agencies, tax returns, information
returns, and reports required to be filed that relate to any tax or assessment levied, assessed, or
due have been filed with respect to the Property and the Project, and all taxes, assessments and
penalties, or deficiencies have been paid. There is no pending action or proceeding by any
governmental authority for assessment or collection of taxes and no claim for assessment or
collection of taxes has been asserted against the Company or the Property or the Project.

Not a Foreign Person. Neither the Company nor the Builder are a “foreign person”
under Section 1445 of the Internal Revenue Code of 1986, as amended, and each of them shall
satisfy the requirements of said statute.

Name, Logos, Trademarks and Trade names. The Company has exclusive rights to
use the name “Centennial North,” in connection with the Property and the Project, which it can
assign and transfer so that such name may be used without the payment of fees, royalties or
charges. The Company owns and has authority to assign all rights to use the logos, trademarks
and trade names, plus any applications filed or pending, previously obtained or filed for the
Project and the Property.

Assessments. The Property is not subject to any existing or proposed assessment liens
and is not now or in the future to be included in any utility, drainage, service or other assessment
district affecting the Property, other than assessments that may be levied by the Centennial North
Homeowner’s Association, Inc.

Governmental Commitments. Except as listed on Schedule D, no commitments,
undertakings, or agreements have been made (or will be made or are required to be made) with
any governmental authority, utility company, or any other person or entity that would require any
contribution or dedication of money or land, annexation or disconnection of any portion of the
Property into any municipality, district, or governmental unit or construction and installation of
improvements of a public or private nature on or off of the Property. The foregoing are
collectively called the “Governmental Commitments.”

Environmental Matters. To the knowledge of Estridge and the Builder, no one has ever
caused or permitted anyone to store, place, dump, release or bury any materials or substances,
including hazardous material (as hereinafter defined), on, under or into the Property or used the
Property as a treatment, storage, or disposal (whether permanent or temporary) site for any
hazardous material. To the knowledge of Estridge and the Builder, no one has or has permitted
others to store, place, dump, release or bury any hazardous materials on the Property. To the
knowledge of Estridge and the Builder, the Property contains no underground storage tanks and
no underground storage tanks have been removed from the Property.



For purposes hereof, “hazardous material” means (i) “hazardous substances™ as defined
in 42 U.S.C. 9601 et seq. (CERCLA); (ii) petroleum, including but not limited to crude oil or any
fraction thereof which is liquid at standard conditions of temperature and pressure (60 degrees
Fahrenheit and 14.7 pounds per square inch absolute); (iii) asbestos in any form or condition, and
(iv) any radioactive material, including but not limited in any source, special nuclear, or by-
product material as defined at 42 U.S.C. et seq. and (v) urea formaldehyde foam insulation and
polychlorinated biphenyls (PCBs).

The Schedules attached to this Exhibit are an integral part hereof.

SCHEDULE OF SCHEDULES
Schedule A - Permitted Exceptions
Schedule B - Permits
Schedule C - Liabilities

Schedule D - Government Commitments



10.

11.

12.

13.

Schedule A
Permitted Exceptions

Taxes for the year 2005, due and payable May and November 2006. Parcel Number:
08-09-10-00-00-023.000; Township: Washington; Assessed Value: Land - $55,800;
Improvements - $0; Exemptions - $0 (Parcel I)

John Edwards Drain assessment for annual maintenance in the amount of $14.00 each
installment.

Taxes for the year 2005, due and payable May and November 2006. Parcel Number:
08-09-10-00-00-025.000; Township: Washington; Assessed Value: Land - $15,500;
Improvements - $0; Exemptions - $0 (Parcel I)

Taxes for the year 2005, due and payable May and November 2006.  Parcel Number:
08-09-10-00-00-026.000; Township: Washington; Assessed Value: Land - $12,100;
Improvements - $0; Exemptions - $0 (Parcel T)

John Edward Drain assessment for annual maintenance in the amount of $10.00 is paid.

Taxes for the year 2005, due and payable May and November 2006.  Parcel Number:
08-09-10-00-00-027.000; Township: Washington; Assessed Value: Land - $35,900;
Improvements - $0; Exemptions - $0 (Parcel I)

Taxes for the year 2005, due and payable May and November 2006.  Parcel Number:
08-09-10-00-00-024.000; Township: Washington; Assessed Value: Land - $24,000;
Improvements - $0; Exemptions - $0 (Parcel II)

John Edward Drain assessment for annual maintenance in the amount of $19.00 each
installment.

Taxes for the year 2005 due and payable in 2006 are a lien not yet duc and payable.

Possible municipal assessments, sewer use charges and/or impact fees levied by City of
Carmel.

Rights of the public, the State of Indiana and/or the municipality, and others entitled
thereto, in and to that part of the land taken or used for road purposes.

Rights of way for drainage tiles, ditches, feeders and laterals, if any.

Pipe line easement granted to Socony-Vacuum Oil Company, Inc. dated May 23, 1939
and recorded June 24, 1939 in Miscellaneous Record 34, page 277, transferred to

Marathon Pipe Line Company by Assignment recorded March 14, 1967 in Miscellaneous
Record 97, page 11, as Instrument Number 6033.



14.

15.

16.

17.

18.

Pipe line easement granted to Socony-Vacuum Qil Company, Inc. dated May 23, 1939
and recorded June 24, 1939 in Miscellaneous Record 34, page 271, transferred to
Marathon Pipe Line Company by Assignment recorded March 14, 1967 in Miscellaneous
Record 97, page 11, as Instrument Number 6033.

Blanket easement for pipeline granted to Buckeye Pipeline Company recorded September
13, 1962 in Deed Record 175 page 315, as assigned and assumed by Assignment and
Assumption of Rights of way in favor of Buckeye Pipe Line Company recorded in
Easement Record 4, page 734,

Permanent non-exclusive utility easement granted to Hamilton Western Utilities, Inc.
dated April 22, 1995 and recorded April 24, 95-22669.

Mortgage from Estridge Development Company, Inc. to Community Bank in the
principal amount of $1,746,000.00 dated January 12, 2005 and recorded February 2, 2005
as Instrument No. 200500006533. (Parcel I)

Mortgage from Estridge Development Company, Inc. to Community Bank in the
principal amount of $1,312,000.00 dated July 18, 2004 and recorded July 19, 2004 as
instrument No. 200400050300. (Parcel II)



Schedule B

Permits

None.



Schedule C

® Liabilities
Community Bank Loan $3,080,106.79 (as of January 4, 2006)
Estridge Development Co. $ 986,344.00

o Total Liabilities $4,066,450.79

® *Per diem amount to Community Bank equals $658.33 per day.

o

@

@

®

®

®




Schedule D

Government Commitments

1. Centennial North Planned Unit Development Ordinance
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BCE ASSOCIATES IV, LLC,
an Indiana limited liability company
OPERATING AGREEMENT

among

Estridge Development Company, Inc.

an Indiana corporation
as a Member and the Manager
and

Billy Creek Associates, LP,
an Indiana limited partnership

as a Member
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BCE ASSOCIATES IV, LLC
OPERATING AGREEMENT

This Operating Agreement (“Agreement”) is made as of November 3, 2006 by and
between Estridge Development Company, Inc., (“Estridge™), and Billy Creek Associates, LP, an
Indiana limited parmership (“Billy Creek™)(Billy Creek, collectively with its Permitted
Transferees, referred to as the “Investors™).

Definitions of certain terms used in this Agreement are set forth in the Glossary of
Defined Terms attached to and forming a part of this Agreement.

On October 30, 2006, Estridge formed the Company to acquire and hold real estate for
the future development of planned residential communities located in Hamilton County, Indiana,
known as Symphony and Sunny Meadows. Substantially all of the stock of Estridge and The
Estridge Group, Inc. (“Builder”) is owned by Paul E. Estridge, Jr. (the “Guarantor™). As of the
date of this Agreement, the Company and Builder are entering into a Real Estate Purchase
Agreement related to the Symphony Real Estate and a Real Estate Purchase Agreement related to
the Sunny Meadows Real Estate (collectively, the “Purchase Agreement™) pursuant to which
Builder will purchase the Property from the Company upon the terms and conditions set forth in
the Purchase Agreement. Estridge and Builder have represented and warranted to the Investors
on Exhibit D hereto that each of the Investors will receive an Internal Rate of Return on its
investment in the Company of 19.5% based on the distributions the Company will make to the
Investors hereunder from the Revenues the Company will receive from Builder pursuant to the
Purchase Agreement. Builder and Estridge acknowledge that their covenants and other
obligations under this Agreement and the Purchase Agreement, the representations and
warranties set forth on Exhibit D, and the personal guaranty of the Guarantor, are the primary
inducement for the Investors' investment in the Company.

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, and in consideration of the mutual agreements set forth in this Agreement and
intending to be legally bound, the parties hereto agree as follows:

Article 1
The Company

Section 1.1  Organization and Continuation. The Members hereby agree to continue
the Company as a limited liability company under the Act as of the day and year first above
written, for the purposes and upon the terms and conditions set forth in this Agreement.

Section 1.2  Name. The name of the Company shall continue to be BCE Associates
IV, L1C and all business of the Company shall continue to be conducted in such name. The
Manager shall cause to be filed such certificates as may be required to ensure that the Company
is in compliance with the Act, any relevant assumed or trade name laws and other applicable
laws.




Section 1.3  Place of Business. The principal office of the Company shall be located at
14300 Clay Terrace Boulevard, Suite 200, Carmel, Indiana, or at such other place as may be
approved by the Manager.

Section 1.4  Purpose. The sole purposes of the Company shall be to acquire that
certain real estate located in Hamilton County, Indiana described on Exhibit B (the “Property”),
and to own and dispose of the Property pursuant to the Purchase Agreement. The acquisition of
real estate will be accomplished in two separate transactions. The first transaction will be the
acquisition of the Symphony Real Estate (as described on Exhibit B) which will be on or about
October 31, 2006. The second transaction will be the acquisition of the Sunny Meadows Real
Estate (as described on Exhibit B) which will close on or about December 15, 2006, unless
Estridge secures development financing prior thereto and then the Company will not purchase
the Sunny Meadows Real Estate.

Section 1.5  Purposes Limited. The Company’s activities shall be only for the
purposes specified in Section 1.4. Except as otherwise provided in this Agreement, the
Company shall not engage in any other activity or business and no Member shall have any
authority to hold itself out as an agent of another Member in any other business or activity.

Section 1.6  No Payments of Individual Obligations. The Company’s credit and assets
shall be used solely for the benefit of the Company. No asset of the Company shall be
transferred or encumbered for or in payment of any individual obligation of a Member.

Section 1.7  Statutory Compliance.

(a) The Company shall exist under and be governed by, and this Agreement
shall be construed in accordance with, the applicable laws of the State of Indiana. The
Manager shall make all filings and disclosures required by, and shall otherwise comply
with, all such laws. Additionally, the Company shall make all filings and pay all fees
required to qualify the Company as a foreign limited liability company in each state in
which the Company conducts any business and such qualification is necessary for the
Members to maintain limited liability status.

(b)  The Manager shali execute and file in the appropriate records any assumed
or fictitious name certificate or certificates required by law to be filed in connection with
the formation, qualification and continuation of the Company as a limited liability
company, and shall execute and file such other documents and instruments and pay such
fees as may be necessary or appropriate with respect to such formation, qualification and
continuation of, and conduct of business by, the Company.

Section 1.8  Title to Property. All real and personal property owned by the Company
shall be owned by the Company as an entity and, insofar as permitted by applicable law, no
Member shall have any ownership interest in such property in its individual name or right except
as expressly provided in this Agreement and each Member’s interest in the Company shall be
personal property for all purposes.

Section 1.9  Duration. The duration of the Company shall be perpetual, until dissolved
pursuant to Article 9 of this Agreement.




Section 1.10 Registered Office and Registered Agent. The Company’s initial registered
agent for service of process and the registered office shall be that Person and location reflected in
the Articles of Organization filed with the Indiana Secretary of State. The registered office and
registered agent may be changed from time to time by filing the address of the new registered
office and/or the name of the new registered agent with the Indiana Secretary of State pursuant to
the Act.

Article 2
The Members

Section 2.1  Identification. Estridge and Billy Creek shall be the initial Members of
the Company. No other Person may become a Member except by way of a Transfer specifically
permitted under and effected in compliance with Article 8 of this Agreement.

Section 2.2  Withdrawals. A Member may not withdraw from the Company except
upon liquidation of the Company pursuant to Article 9 or by a permitted Transfer pursuant to
Article 8. Except as otherwise provided herein, a Member shall not have the right to demand or
withdraw all or any portion of its capital contributions or any other distribution until the time of
(and on the same terms as) any such return or distribution is required to be made pursuant to
Section 4.1. In no event shall a Member have a right to demand or receive property other than
cash in return for capital contributions or otherwise.

Section 2.3  Conflicts.

(a)  The Members and their Affiliates may conduct any business or activity
whatsoever that is unrelated to the Property (including the acquisition, development,
leasing, operation and sale of other real property) without any accountability to the
Company or to any Member even if such business or activity competes with the business
of the Company. Each Member understands that the other Members and their Affiliates
may be interested, directly or indirectly, in various other such businesses and
undertakings and each Member waives any rights it might otherwise have to share or
participate in such other interests or activities of the other Members and their Affiliates.

(b)  No Member or its Affiliates shall enter into any transaction with the
Company or related to the Property unless the material facts of the transaction and the
Member's (or its Affiliate's) interest is disclosed to the other Members and the transaction
is authorized, approved or ratified by the Majority Investors and Estridge.

Section 24  Reimbursement and Fees. No Member and no Affiliate of a Member shall
be paid any compensation by the Company for services to the Company or be reimbursed by the
Company for any expenses whatsoever including, without limitation, overhead or general
administrative expenses; provided, however, that the Company will reimburse the Investors for
(a) all reasonable legal, accounting and other out-of-pocket expenses incurred by them in .
connection with (i) enforcing or defending (or determining whether or how to enforce or defend)
any rights of the Investors under this Agreement, the Purchase Agreement or any Related
Document or (ii) any insolvency or bankruptcy of the Company, Estridge or the Builder or in
connection with any work-out or restructuring of the transactions contemplated hereby and (b)




one-half of all reasonable legal, accounting and other out-of-pocket expenses incurred by them in
connection with the structuring, negotiation and documentation of the transactions contemplated
by this Agreement, the Purchase Agreement and any Related Document, or any subsequent
amendments thereof.

Section 2.5  No Liability of Members. No Member shall be liable as such for any acts,
debts or liabilities of the Company. The failure of the Company to observe any formalities or
requirements relating to the exercise of its powers or management of its business or affairs under
this Agreement or the Act shall not be grounds for imposing personal liability on the Members
for any acts, debts or liabilities of the Company.

Section 2.6  Duties of Members. Each Member shall have the duties (a) to act openly,
honestly and reasonably with each other Member and with the Company; (b} not to misap-
propriate any property or assets of the Company for such Member's own benefit or for the
benefit of any other Person; and (c) not to make any willful misrepresentation, or any statement
that effectively constitutes a willful misrepresentation because of misleading omissions, to any
other Member of the Company that could reasonably be expected to materially adversely affect
the business, properties, assets, condition (financial or other) or prospects of the Company.
Except as set forth in the preceding sentence, no Member, as such, shall have any duty of loyalty,
duty of care or any other fiduciary duty of any character whatsoever to the Company or to any
other Member. No Member as such shall be required to devote any time to the business of the
Company.

Section 2.7 Indemnification of Investors. The Company shall indemnify, to the fullest
extent permitted by law as currently in effect or as the same may hereafter be amended, any
Person made or threatened to be made a party to any action, suit or proceeding, whether criminal,
civil, administrative or investigative, by reason of the fact that such Person is or was an Investor
or an Affiliate of any Investor. To the fullest extent permitted by law as currently in effect or as
the same may hereafter be amended, expenses incurred by any such Person in defending any
such action, suit or proceeding shall be paid or reimbursed by the Company promptly upon
receipt by it of an undertaking of such Person to repay such expenses if it shall ultimately be
determined that such Person is not entitled to be indemnified by the Company. The rights
provided to any Person by this Section shall be enforceable against the Company by such Person,
who shall be presumed to have relied upon it in continuing to be a Member of the Company.

The indemnification provided by this Section shall not be deemed exclusive of any other rights
to which a Person seeking indemnification may be entitled. No amendment of this Section shall
impair the rights of any Person arising at any time with respect to events occurring prior to such
amendment.

Article 3
Capital of the Company

Section 3.1  [Initial Capital Contributions. The Members have made or shall make
contributions to the capital of the Company of cash and property in the amounts, at the agreed
values and at the times set forth opposite their respective names on Exhibit A attached hereto and
incorporated herein by reference. No interest shall accrue on any contributions to the capital of




the Company, and no Member shall have the right to withdraw or to be repaid any capital
contributed by it, except as specifically provided in this Agreement.

‘Section 3.2  Use of Proceeds. The Company shall use the capital contributions made
by the Investors to immediately purchase the Property in addition to the financing provided by
Monroe Bank as set forth on Schedule C to Exhibit D.

Section 3.3  No Further Capital Contributions. Except for the cash and property
required to be contributed pursuant to Section 3.1, the Members shall not be required to
contribute additional capital to the Company.

Section 3.4  Member Loans. In the event that funds are needed by the Company for its
operations, any Member may (but shall not be required to) loan such funds to the Company
under such terms and conditions as may be agreed to between the Member and the Company,
with the prior written consent of the Majority Investors.

Article 4
Distributions

Section 4.1  Distribution of Available Cash. All Available Cash shall be distributed at
least quarterly on the first business day of each calendar quarter in the following order of

priority:

(a)  First, to the Investors in an amount equal to the Quarterly Distribution
Payment;

(b) . Next, to the Investors to the extent of their Undistributed Capital
Contributions as of the date of such distribution;

()  Next, to the Investors to the extent of their Undistributed Priority Return
as of the date of such distribution; and

(d)  Thereafter, one hundred percent (100%) to Estridge.

All distributions to the Investors hereunder shall be payable to them pro rata in
proportion to the capital contributions made by them (or their predecessors) to the Company
pursuant to this Agreement. Except for Section 4.1(a) above, the Members do not expect a
distribution until all or part of the Property is sold.

Section 4.2  In-Kind Distribution. Assets of the Company shall not be distributed in
kind to the Members, without the prior written approval of the Manager and the Majority
Investors. '

Section 4.3  Restriction on Distributions. The Company shall not make any .
distribution to the Members unless (a) immediately after giving effect to the distribution, the
Company shall have sufficient cash available to meet the reasonably anticipated needs of the
Company; and (b) such distribution is made in compliance with the Act.




Article 5
Allocations and Tax Matters

Section 5.1  Allocation of Net Profits and Net Loss in General. Except as otherwise
provided in this Article 5, Net Profits or Net Loss of the Company (and each item thereof) for
each Fiscal Year or other period shall be allocated to the Members as follows:

(@)  Net Profits shall be allocated in the following order of priority:

)] First, to Estridge in proportion to, and to the extent of, the amount
by which the aggregate Net Loss previously allocated to Estridge pursuant to
Section 5.1(b)(iv) exceeds the aggregate Net Profits previously allocated to
Estridge pursuant to this Section 5.1(a)(i);

(i)  Next, to the Investors to the extent of the amount by which the
aggregate Net Loss previously allocated to them pursuant to Section 5.1(b)(iil)
exceeds the aggregate Net Profits previously allocated to them pursuant to this
Section 5.1(a)(ii); '

(iii)  Next, to the Investors to the extent of the amount by which their
accrued Net Priority Return for all years of the Company’s operations exceeds the
aggregate Net Profits previously allocated to the Investors pursuant to this
Section 5.1(a)(iii) for all years of the Company’s operations; and

(iv)  Thereafter, one hundred percent (100%) to Estridge.
(b)  Net Loss shall be allocated in the following order of priority:

)] First, to Estridge in proportion to, and to the extent of, the amount
by which the aggregate Net Profits previously allocated to Estridge pursuant to
Section 5.1(a)(iv), exceeds the aggregate Net Loss previously allocated to
Estridge pursuant to this Section 5.1(b)(1);

(ii) Next, to the Investors, and to the ¢xtent of the amount by which the
aggregate Net Profits previously allocated to them pursuant to Section 5.1(a)(iii),
exceeds the aggregate Net Loss previously allocated to them pursuant to this
Section 5.1(b)(ii);

(iii)  Next, to the Investors to the extent of the amount by which their
Undistributed Capital Contributions exceed the excess of (1) the aggregate Net
Loss previously allocated to them pursuant to this Section 5.1(b)(iii), over (2) the
aggregate Net Profits previously allocated to them pursuant to Section 5.1(a)(ii);
and

(iv)  Thereafter, one hundred percent (100%) to Estridge.



Section5.2  Income Offset. Notwithstanding any other provision of this Agreement,
no Net Loss or item of deduction or loss shall be allocated to a Member to the extent such
allocation would cause or increase a deficit balance in such Member’s capital account. In
determining the extent to which the previous sentence is applicable in any Fiscal Year, each
Member’s capital account also shall be reduced by (i) allocations of loss and deduction that, as of
the end of such Fiscal Year, reasonably are expected to be made to such Member pursuant to
Section 704(¢e)(2) of the Code, Section 706(d) of the Code and Treasury Regulations Section
1.751-1(b)(2)(ii), and (ii) distributions that, as of the end of such Fiscal Year, reasonably are
expected to be made to such Member to the extent they exceed offsetting increases to such
Member’s capital account that reasonably are expected to occur during (or prior to) the Company
taxable years in which such distributions reasonably are expected to be made. Any deduction
denied to a Member because of this Section 5.2 shall be allocated to the other Members in
proportion to their respective Interests. If any Member unexpectedly receives an allocation or
distribution described in clause (i) or (ii) above, which causes a deficit balance in such Member’s
capital account (as modified pursuant to this Section 5.2), such Member will be allocated items
of income and gain (consisting of a pro rata portion of each item of Company income and gain
for such year) in an amount and manner sufficient to eliminate such deficit, as quickly as
possible.

Section 5.3  Compliance with Regulations. The foregoing provisions of this
Agreement relating to the allocation of Net Profit and Net Loss are intended to comply with
Treasury Regulations Section 1.704-1(b) and shall be interpreted and applied in a manner
consistent with such regulations. The Members expect and intend that upon the liquidation of
the Company, after giving effect to all contributions and all allocations for all periods, and to
distributions of the Undistributed Capital Contributions plus all Undistributed Priority Returns,
the Members’ capital accounts will have positive balances in proportions that are consistent with
the manner in which distributions will be made under Section 4.1. I at any time it becomes
apparent that this would not be the result, then the allocations provided for in this Article 5 shall
be modified in a manner consistent with Treasury Regulations Section 1.704-1(b) and 1.704-2(b)
and Approved by the Members to the extent necessary to cause the Members’ capital account
balances to be in such proportions.

Section 5.4  Special Basis Adjustment. In connection with any Transfer of an Interest
permitted by the terms of this Agreement, or any distribution of Company property to a Member,
the Company (at the written request of any Member) shall elect under Section 754 of the Code,
at the time and in the manner provided in Treasury Regulations Section 1.754-1(b) (or any like
statute or regulation then in effect), to adjust the basis of the Company’s assets, provided that in
the case of a Transfer the transferee pays all costs incurred by the Company in connection
therewith, including reasonable attomeys’ and accountants’ fees.

Section 5.5  Tax Matters Partner. The Manager is hereby designated as the “Tax
Matters Partner” pursuant to the Code and, to the extent authorized or permitted under applicable
law, the Tax Matters Partner shall represent the Company in connection with all examinations of
Company affairs by taxing authorities, including resulting administrative and judicial
proceedings.




Article 6
Accounting and Records

Section 6.1 Books and Records.

(@)  The Manager shall keep at the Company’s principal office separate books
of account for the Company which shall show a true and accurate record (including bills
and invoices) of all costs and expenses incurred, all charges made, all credits made and
received and all income derived in connection with the operation of the Company
business. Such books and records shall be kept in accordance with generally accepted
accounting principles consistently applied.

(b)  Each Member shall, at its sole expense, have the right, at any time during
normal business hours and without notice to the others, to examine, copy and audit the
Company’s books and records. As often as may be reasonably requested, the Manager
shall permit any authorized representative designated by any Member, at such Member's
OWN expense, to visit and inspect the Property and to discuss the Company's affairs,
finances and accounts with the Manager and its representatives and the Accountants, all
upon reasonable advance notice and at reasonable times during normal business hours.

Section 6.2  Reports.

(@  The Manager, at its own expense, shall cause a report to be prepared on a
quarterly basis which contains relevant information regarding the Property, including
summaries of significant actions and events taken by the Company, a statement of
sources and uses of funds, income statement and balance sheet, a schedule of projected
taxable income for the Company and any other information the Majority Investors may
reasonably request and which can be obtained and presented without undue effort and
expense. The Manager shail distribute these quarterly reports to the Investors within
thirty (30) days after the end of each quarter.

(b)  Within forty five (45) days after the end of each Fiscal Year, the Manager
shall furnish each Member with financial statements of the Company which shall contain
a balance sheet as of the end of the Fiscal Year, statements of profit and loss, Available
Cash, and a statement of changes in the capital accounts and financial position for the
Fiscal Year then ended.

{(c)  The Manager shall promptly deliver to the Investors such additional
financial and other information regarding the business and affairs of the Company and
the Property as the Majority Investors may reasonably request.

Section 6.3  [Intentionally omitted).

Section 6.4  [Intentionally omitted].




Section 6.5 Tax Returns. The Manager shall cause the Accountants to prepare, at the
Company’s expense, on a cash or accrual basis, as Approved by the Members, all income and
other tax returns of the Company and, subject to the provisions of Section 7.5, cause the same to
be filed in a timely manner. Within 60 days after the end of each tax year of the Company, the
Manager shall deliver to each Person that is or was a Member at any time during such tax year,
such tax information as shall be necessary for the preparation by such Persons of their federal
income tax returns. Upon the reasonable request of any such Person, the Manager shall furnish
to such Person such additional information as is reasonably available to the Manager with respect
to the Company as may be necessary to file other required retumns or reports with governmental
agencies. The Manager shall notify the Members and Assignees of any available tax refunds,
credits or exemptions promptly in writing after the Manager becomes aware thereof.

Section 6.6  Fiscal Year. The fiscal year of the Company (its “Fiscal Year”) shall be
the calendar year or any other period approved by the Manager. As used in this Agreement, a
Fiscal Year shall include any partial Fiscal Year at the beginning or end of the term of the
Company.

Section 6.7 Bank Accounts.

(@  The Manager shall have responsibility for the safekeeping and use of all
funds and assets of the Company. The funds of the Company shall not be commingled
with the funds of any other Person and the Manager shall not employ, or permit any other
Person to employ, such funds in any manner except for the benefit of the Company.

(b)  The bank accounts of the Company shall be maintained in such banking
institutions selected by the Manager, and withdrawals shall be made only in the regular
course of Company business and as otherwise authorized in this Agreement on such
signature or signatures as the Manager may determine.

(¢)  All funds of the Company shall be invested in such investments as are
Approved by the Members other than for cash management in the normal course of
business.

Article 7
Management and Operations

Section 7.1  Management. The day to day business and affairs of the Company shall
be managed by its Manager. The Manager shall direct, manage, and control the day to day
business of the Company to the best of its ability. Except for situations in which the approval of
the Investors or the Members is required by this Agreement or by nonwaivable provisions of
applicable law, the Manager shall have the authority, power, and discretion to manage and
control the business, affairs, and properties of the Company, to make all decisions regarding
those matters and to perform any and all other acts or activities customary or incident to the
management of the Company’s business, including, but not limited to:

(a) To do and perform all acts as may be necessary or appropriate to the
conduct of the Company’s business;



(b) To purchase liability and other insurance to protect the Company’s
property and business;

(c) To execute on behalf of the Company all instruments and documents,
including, without limitation, checks, drafts, notes and other negotiable instruments,
mortgages or deeds of trust, security agreements, financing statements, documents
providing for the acquisition, mortgage or disposition of the Company’s property,
assignments, bills of sale, leases, partnership agreements, operating agreements of other
limited liability companies and any other instruments or documents necessary to the
business of the Company; and

@ To enter into any and all other agreements on behalf of the Company, with
any other person for any purpose, in such forms as the Manager may approve; provided,
that any such agreements (whether or not written) between the Manager and any of its
Affiliates shall be subject to the prior written approval of the Majority Investors.

Section 7.2  Standard of Care. The Manager shall discharge its duties as Manager in
good faith, with the care an ordinarily prudent person in a like position would exercise under
similar circumstances, and in a manner the Manager reasonably believes to be in the best
interests of the Company.

Section 7.3  Insurance.

(@) Coverage. The Manager shall procure and maintain, or cause to be
procured and maintained, at its expense, insurance in amounts that are customary and
reasonable for the Company’s business and in any event in amounts sufficient to enable
the Company to comply with applicable laws, regulations and requirements, provided
that the Company shall be responsible for the costs of liability insurance.

(b)  Policy Standards. All policies of insurance shall be issued by an insurer,
shall be in form and for amounts (including deductible and/or indemnity provisions)
approved by the Majority Investors, and shall name the Members and the Manager as
additional insureds.

(¢)  Administration. The Manager shall act on behalf of all named insureds
under each such insurance policy with respect to all matters pertaining to the insurance
afforded by each such policy, including the giving and receipt of notice of cancellation,
the payment of premiums and the receipt of return premiums, if any, and of such
dividends as may be declared by any of the insurance companies issuing any of such
policies.

Section 7.4  Personnel. The Manager is authorized to exercise its powers and
discharge its duties hereunder through its officers and/or employees and representatives. Neither
the Manager nor any Affiliate of the Manager shall be required to devote its full time to the.
business of the Company, but shall only be obligated to devote such time and attention to the
conduct of the business of the Company as shall be reasonably required for the conduct of such
business.
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Section 7.5  Major Decisions.

(a) The Manager shall have no authority to do any of the following acts on
behalf of the Company without the prior written approval of the Majority Investors:

® acquire, by purchase, lease, or otherwise, any direct or indirect
interest in any property in addition to the Property, or make any capital
improvements;

(i)  confess a judgment against the Company, submit a Company claim
to litigation or arbitration, or settle any litigation or arbitration;

(iii) enter into any lease or other occupancy arrangement;

(iv)  admit a new Member to the Company or issue any profits interest
in the Company to any Person;

(v)  doany act in contravention of this Agreement or which would
make it impossible or unreasonably burdensome to carry on the business of the
Company;

(vi)  enter into, modify, terminate, or waive any breach of or default
under or give any consent under any agreement with the Manager or any Affiliate
of the Manager;

(vii) acquire an interest in property, or transfer the Property to another
Person, except pursuant to the Purchase Agreement;

(viii) give any consent or approval under any contract or agreement if
the subject of such consent or approval would require approval of the Investors
under this Section were it to be undertaken directly by the Company;

(ix) effect any reorganization of the Company into any other legal
form, or any merger or consolidation of the Company with or into any other
Person;

(x)  incur any debt for borrowed money other than to Monroe Bank in
an amount not to exceed $7,135,202 in connection with the financing of the
acquisition of the Property; or

(xi) petition or apply to any tribunal for the appointment of a trustee or
receiver or for the liquidation of any of its assets or commence any proceeding on
behalf of the Company under any bankruptcy, reorganization, arrangement,
insolvency, readjustment of debts law of any jurisdiction or consent to the filing
of any such proceedings by any other person.

Section 7.6 Fees. No fee shall be paid by the Company to the Manager.
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Section 7.7  No Resignation by Estridge. Estridge may not resign as Manager without
the prior written consent of the Majority Investors in their sole discretion.

Article 8
Transfer of Interests

Section 8.1  Restrictions on Transfer. Except as expressly provided for in this
Agreement, no Member may Transfer all or any portion of its Interest or withdraw from the
Company. Any such attempted Transfer, withdrawal or retirement not permitted hereunder shall
be null and void, '

Section 8.2  Permitted Transfers. Subject to Section 8.4 below, the following
Transfers of Interests are permitted by this Agreement:

(@  a Transfer made by an Investor to its Affiliates;

(b)  a Transfer made by an Investor who is a natural person, (i) upon the death
or disability of the Investor his personal representatives, guardians, executors,
administrators, testamentary trustees, legatees or beneficiaries (the “Estate™); (ii) to a
trust, partnership, limited liability company or other estate planning vehicle the
beneficiaries, partners or members of which are only the Investor and his spouse,
siblings, stepchildren or direct lineal ancestors or descendants (a “Trust™); (iii) made as a
gift to the Investor's spouse, lineal descendants or stepchildren (the “Family™); or (iv) by
the Estate, a Trust or the Family (the “Family Group™) to any other member of that
Family Group; or

()  a Transfer made with the prior written consent of the Manager and the
Majority Investors in their discretion.

Section 8.3  Assignee Not A Member in Absence of roval. Notwithstanding
Section 8.2 or anything in this Agreement to the contrary, any transferee of an Interest shall be
an assignee and have no right to participate in the management of the business and affairs of the
Company, to exercise any voting power with respect to the transferred Interest, or to become a
Member, unless the Manager and the Majority Investors approve the admission of the transferee
as a Member; provided, however, that no approval for such admission shall be required if the
transferee is an existing Member, or an Affiliate or the member of the Family Group of an
existing Member, at the time of such Transfer (unless such Transfer is to a Family Group
member in connection with a diverce proceeding).

Section 8.4  General Transfer and Compliance Provisions.

(a)  All permitted Transfers shall be by instrument in form and substance
reasonably satisfactory to counsel for the Manages, shall contain an expression by the
assignee of its intention to accept the assignment and to accept and adopt all of the terms
and provisions of this Agreement, as the same may have been amended, and shall provide
for the payment by the assignor of all reasonable expenses incurred by the Company in
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connection with such assignment, including the amendments to this Agreement necessary
to reflect such Transfer.

(b)  Notwithstanding anything to the contrary herein, in no event shall any
Member Transfer an Interest or permit any Transfers by its direct and indirect owners if,
as a result, the Company would terminate under Section 708 of the Code if such
termination would cause any Member or the Company to recognize a material amount of
income or gain or incur a material amount of expense.

Section 8.5  Tax Allocations and Cash Distributions. If any Interest is Transferred
during any Fiscal Year, Net Profits and Net Loss, or each item thereof, and all other items
attributable to such Interest for such Fiscal Year shall be allocated to the transferee in accordance
with Section 706(d) of the Code, using any conventions permitted by law and selected by the
Manager. All distributions paid on or before the date of a Transfer shall be paid to the transferor,
and all distributions paid thereafter shall be made to the transferee. Any reference in this
Agreement to a capital contribution of, or distribution to, a Person shall include all capital
contributions or distributions previously made by or to any predecessor of such Person on
account of its Interest so transferred. If a Transfer does not comply with the provisions of this
Article 8, then all of such items shall be allocated to the Person who attempted to make the
Transfer.

Article 9
Termination of the Company

Section 9.1  Events of Dissolution. The Company shall dissolve upon the first to occur
of the following events:

(a)  at the election of the Majority Investors at any time after the Majority
Investors notify Estridge that an Event of Default has occurred, whether or not the
Majority Investors have exercised their right to remove Estridge;

(b)  the sale or other disposition of all or substantially all of the assets of the
Company with the prior written approval of the Majority Investors, unless such sale or
other disposition involves any deferred payment of the consideration for such sale or
disposition, in which case the Company shall not dissolve until the last day of the
calendar year during which the Company shall receive the balance of such deferred

payment;

(© the mutual written determination of the Manager and the Majority
Investors to dissolve the Company;

(d) at any time that there ceases to be at least one Member; or

()  theissuance of a decree of dissolution by a court of competent
jurisdiction.
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Section 9.2  Effect of Dissolution. Upon dissolution of the Company pursuant to

Section 9.1, the Company shall continue solely for the purposes of liquidating all of the assets
owned by the Company (until all such assets have been sold or liquidated) and collecting the
proceeds from such sales and all receivables of the Company or until the same have been written
off as uncollectible. Upon such dissolution, the Company shall engage in no business thereafter
other than that necessary with respect to the Property on an interim basis and for the Company to
collect its receivables, liquidate its assets and pay or discharge its liabilities.

Section 9.3  Sale of Assets by Liquidating Trustee.

(@  Upon dissolution of the Company, the Manager shall, as “Liquidating
Trustee”, proceed diligently to wind up the affairs of the Company and distribute its
assets, unless the dissolution occurred because of an event described in Section 9.1(a) in
which case the Majority Investors may, in their discretion, designate another Person to be
Liquidating Trustee. Another Person may be selected by the Majority Investors to
succeed the original Liquidating Trustee, or to succeed any subsequently selected
successor, whenever the Person originally selected or any such subsequently selected
successor, as the case may be, fails for any reason to carry out such purpose. The
Liquidating Trustee may be an individual or Entity.

(b)  The Liquidating Trustee shall promptly after dissolution offer all of the
assets of the Company, other than cash, (either as an entirety or on an asset-by-asset
basis) promptly for sale, upon such terms as the Liquidating Trustee shall determine.

(€)  The fact that a2 Person is a Member or its Affiliates shall not preclude the
Person from bidding for any or all of the assets being offered for sale.

(d)  The decision to accept or reject an offer to purchase assets of the
Company (a “Purchase Offer”) shall be made solely by the Liquidating Trustee, provided,
however, that if the dissolution occurred because of an event described in Section 9.1(a)
the Liquidating Trustee shall not accept a Purchase Offer without the approval of the
Majority Investors. :

() In winding up the affairs of the Company, the Liquidating Trustee shall
pay the liabilities of the Company in such order of priority as provided by law.
Distributions to the Members shall be made in accordance with their positive capital
account balances, taking into account all capital account adjustments for the Company's
taxable year in which the liquidation occurs. Notwithstanding the foregoing,
distributions made pursuant to this Article 9 are intended to be in strict compliance with
the priority of distributions required by Section 4.1 hereof and if distributions pursuant to
this Article 9 do not comply with the requirements Section 4.1, the capital account
balances of the Members will be adjusted by reallocating allocations of gross income and
deductions to the full extent permitted under Section 704 of the Code until such capital
account balances are in such amounts to cause the final distribution pursuant to this
Article 9 to conform to the requirements of Section 4.1.
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(H Liquidation proceeds shall be paid within 60 days of the end of the
Company's taxable year or, if later, within 90 days after the “date of liquidation” (as such
term is defined in the Treasury Regulations). Such distributions shall be in cash unless
the Majority Investors agree otherwise.

Article 10
Removal of Estridge

Section 10.1 Removal of Estridge. Notwithstanding anything contained in this
Agreement to the contrary:

(a) The Majority Investors shall have the right to remove Estridge pursuant to
this Section at any time after the occurrence of any of the following events (each an
“Event of Default”):

(i) Estridge, the Builder or the Guarantor has failed to cure an
Unmatured Event of Default (whether or not it is capable of being cured) within
thirty (30) days after the Majority Investors have notified Estridge that the default
must be cured (the “Cure Period”);

(ii)  Estridge, the Builder or the Guarantor (i) is generally not paying,
and admits in writing its inability to pay, its debts as they become due, (ii) files, or
consents by answer or otherwise to the filing against it of, a petition for relief or
reorganization or arrangement or any other petition in bankruptcy, for liquidation
or to take advantage of any bankruptcy, insolvency, reorganization, moratorium
or other similar law of any jurisdiction, (iii) makes an assignment for the benefit .
of its creditors, (iv) consents to the appointment of a custodian, receiver, trustee or
other officer with similar powers with respect to it or with respect to any
substantial part of its property, (v) is adjudicated as insolvent or to be liquidated,
or (vi) takes corporate action for the purpose of any of the foregoing; or

(iii)  a court or governmental authority of competent jurisdiction enters
an order appointing, without consent by Estridge, the Builder or the Guarantor, as
applicable, a custodian, receiver, trustee or other officer with similar powers with
respect to it or with respect to any substantial part of its property, or constituting
an order for relief or approving a petition for relief or reorganization or any other
petition in bankruptcy or for liquidation or to take advantage of any bankruptcy or
insolvency law of any jurisdiction, or ordering its dissolution, winding up or
liquidation, or any such petition shall be filed against Estridge, the Builder or the
Guarantor and such petition shall not be dismissed within thirty (30) days.

(b)  The Majority Investors may exercise their right to remove Estridge at any
time after the occurrence of any Event of Defauit, by giving Estridge notice of the
exercise of this right, which notice will set forth the basis for removal and the effective
date, which may be immediately upon delivery of the notice (the “Removal Notice™).
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(©  Unless the Removal Notice specifies otherwise, upon delivery of the
Removal Notice Estridge shall cease to be the Manager and a Member of the Company
and shall have no further right to participate in the Company’s business, Net Profits, Net
Loss or distributions. Upon removal of Estridge, Estridge’s entire Interest in the
Company and its rights under this Agreement shall automatically and immediately cease
without the payment of any consideration therefore. Such removal shall not relieve
Estridge, the Builder, the Guarantor or any of their Affiliates from any liability that any
of them may have for breach of this Agreement, the Purchase Agreement, the Guaranty
of the Guarantor or any other Related Document. Upon such removal, Estridge shall
immediately turn over to the Majority Investors or their designee possession of all of the
Company's books, records, properties and assets.

Section 10.2 Unmatured Events of Default. The occurrence of any of the following
shall constitute an “Unmatured Event of Default™:

(@  Estridge, the Builder, the Guarantor or any of their respective Affiliates
has breached or otherwise failed to comply with any provision of this Agreement, the
Purchase Agreement, the Guaranty of the Guarantor or any of the other Related
Documents; or

(b)  the Guarantor dies, ceases to own a controlling interest in Estridge or the
Builder, or ceases to be the chief executive officer of Estridge and the Builder active in
the full time management of their business.

Estridge shall notify the Investors immediately upon learning that any Unmatured Event
of Default has occurred. At any time after learning that an Unmatured Event of Default has
occurred, the Majority Investors may notify Estridge that they intend to remove Estridge if the
Unmatured Event of Default is not cured (whether or not it is capable of being cured) within the
Cure Period (an “Unmatured Event of Default Notice”).

Section 10.3 No Waiver. Failure of any Member to insist upon compliance with any
provision of this Agreement shall not constitute a waiver of the rights of such Member to
subsequently insist upon compliance with that provision or any other provision of this
Agreement.

Article 11
Miscellaneous

Section 11.1 Notices. All notices required or permitted by this Agreement shall be in
writing and may be delivered in person to any party or may be sent by registered or certified
mail, with postage prepaid, return receipt requested and with a copy by telefacsimile, or may be
transmitted by telegraph, commercial overnight carrier service, personal delivery, telefacsimile
or other commercially reasonable means and addressed:
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in the case of Estridge, to:

The Estridge Development Company, Inc.
14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Attention: Paul Hayes

Fax number: 317/582-2452

with a copy to:

Krieg DeVault LLP

One Indiana Square, Suite 2800
Indianapolis, IN 46204

Attention: Michael J. Messaglia, Esq.
Fax number: 317/636-1507

and in the case any Investor, to such Investor:

¢/o Brian J. Brunner
CenterPoint Consulting LLC
P.O. Box 280

56 North Main Street
Zionsville, IN 46077

Fax number: 317/733-3555

with copies to:

Baker & Danieis LLP

600 East 96" Street, Suite 600
Indianapolis, IN 46240
Attention: J. Jeffrey Brown
Fax number: 317/569-4613

or to such other address as shall, from time to time be supplied in writing by any party to the
others. Notice sent by registered or certified mail, postpaid, with return receipt requested,
addressed as above provided, shall be deemed given on the day of actual receipt or four (4)
business days after deposit in the United States mail, whichever is earlier. If notice is
telegraphed or faxed the same shall be deemed given the first business day after the transmission
thereof. If notice is sent by commercial overnight carrier, the same shall be deemed given the
first business day after such notice is receipted by such carrier for next day delivery. Aay notice
or other document sent or delivered in any other manner shall be deemed given only if and when
received.

Section 11.2  Successors and Assigns. Subject to the restrictions on Transfer set forth
herein, this Agreement shall bind and inure to the benefit of the parties hereto and their
respective legal representatives, successors and assigns.
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Section 11.3 No Oral Modifications: Amendments. No oral amendment of this
Agreement shall be binding on the Members. This Agreement may be amended only by a
written instrument executed by Estridge and the Majority Investors.

Section 11.4 Captions. Any article, section or paragraph title or caption contained in
this Agreement and the table of contents are for convenience of reference only and shall not be
deemed a part of this Agreement.

Section 11.5 Terms. Common nouns and pronouns shall be deemed to refer to the
masculine, feminine, neuter, singular and plural, as the identity of the Person or Entity may in the
context require. Any reference to the Code, Act or other statutes or laws shall include all
amendments, modifications or replacements of the specific sections and provisions concerned.
The term “include” and derivatives thereof shall be construed in an illustrative and not a
limitative sense.

Section 11.6 Invalidity. If any provision of this Agreement shall be held invalid, it
shall not affect in any respect whatsoever the validity of the remainder of this Agreement.

Section 11.7 Counterparts. This Agreement may be executed in the original or by
telecopy in counterparts, each of which shall be deemed an original and all of which, when taken
together, shall constitute one and the same instrument, binding on the Members, and the
signature of any party to any counterpart shall be deemed a s1g11ature to, and may be appended
to, any other counterpart.

Section 11.8 Further Assurances. The parties hereto agree that they will cooperate with
each other in good faith and will execute and deliver, or cause to be delivered, all such other
instruments, and will take all such other actions, as either party hereto may reasonably request
from time to time in order to effectuate the provisions and purposes hereof.

Section 11.9 Complete Agreement. This Agreement constitutes the complete and
exclusive statement of the agreement between the Members with respect to the matters covered
hereby. This Agreement supersedes all prior written and oral statements and no representation,
statement, condition or warranty not contained in this Agreement shall be binding on the
Members or have any force or effect whatsoever.

Section 11.10 Enforcement Rights. Each party to this Agreement acknowledges and
agrees that the agreements set forth herein are fundamental to the other parties' willingness to
enter into and be bound by this Agreement. Accordingly, each party hereby agrees that each
other party, jointly and/or severally, may institute and maintain any action, suit or proceeding, at
law or in equity (including, without limitation, specific performance or temporary and permanent
injunctive relief (without any requirement to post any bond or other security)), against any party
to enforce, or otherwise act in respect of, the agreements of such party set forth in this
Agreement. Such relief shall not be exclusive, but shall be cumulative and shall be in addltlon to
damages and any other rights or remedies otherwise available at law or in equity.

-18-



Section 11.11 Attorneys’ Fees. If any proceeding is brought by one Member against
another to enforce, or for breach of, any of the provisions in this Agreement, the prevailing
Member shall be entitled in such proceeding to recover reasonable attorneys’ fees together with
the costs of such proceeding therein incurred from the nonprevailing Member, Except as
provided in Section 2.4 hereof, each Member shall pay its own attorneys’ fees and expenses in
connection with the negotiation, preparation and execution of this Agreement.

Section 11.12 Governing Law. This Agreement shall be construed and enforced in
accordance with the laws of the State of Indiana.

Section 11.13 No Third Party Beneficiary. This Agreement and any other agreement
among the Members to pay any amount and any assumption of liability herein or therein
contained, express or implied, shall be only for the benefit of the Members and their respective
heirs, successors and assigns, and neither this Agreement nor such other agreement or
assumption shall inure to the benefit of the obligees of any indebtedness or any other party
whomsoever, it being the intention of the Members that no one shall be deemed to be a third
party beneficiary of this Agreement or such other agreement.

Section 11.14 Exhibits and Glossary. Each of the Exhibits and the Glossary attached
hereto are hereby incorporated herein and made a part hereof for all purposes, and references
thereto in this Agreement shall be deemed to include this reference and incorporation.

Section 11.15 Estoppels. Each Member shall, upon not less than fifteen (15) days’
written notice from another Member specifying the purpose for and the addressee of such
statement, execute and deliver to that other Member a statement stating whether or not there are,
to such Member’s knowledge without independent investigation, any uncured defaults under this
Agreement on the part of any other Member and its Affiliates and specifying such defaults if any
are claimed. Any such statement may be relied upon by third parties, but shall not otherwise
release the Member for whose benefit such statement is delivered from the consequences of any
uncured defaults hereunder whether or not disclosed in such statement.

Section 11.16 References to this Agreement. Numbered or lettered articles, sections and
subsections herein contained refer to articles, sections and subsections of this Agreement uniess
otherwise expressly stated. The words “herein,” “hereof,” “hereunder,” “hereby,” “this
Agreement” and other similar references shall be construed to mean and include this Agreement
and all amendments thereof and supplements thereto unless the context shall clearly indicate or
require otherwise.

Section 11.17 Consents and Approvals. Whenever the consent or approval of a Member
is required by this Agreement, such Member shall have the right to give or withhold such
consent or approval in its sole discretion, unless otherwise specified.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK;

SIGNATURES APPEAR ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date

and year first above written.
Estridge Dg¥elopment Co zlnc
By: /\-/’—\

‘Paul/E. Estridge, Jr"its president

Billy Creek Associates, LP

By: , its general partner
Otto N. Frenzel III

By: , it general partner
Eleanor F. Bookwalter

For purpose of joining in making the representations attached as Exhibit D and agreeing to be
bound to the terms of this Agreement the undersigned have executed this Agreement as of the
date and year first above written.

Estridge Development

By:

Paul E. Estridge, If. ifs President “~—

The Esmdg%%
/'J

Pdul E. Estridge, Jr4ts Preéidént

-20-



IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of
the date and year first above written.

Estridge Development Company, Inc.

By:

Paul E. Estridge, Jr. its president

Billy Creek Associates, LP

By: & 5 it zeneral partner
® Otto . Frenzel I

ALy B, it general partner
Eleanor F. Bookwalter

For purpose of joining in making the representations attached as Exhibit D and agreeing
to be bound to the terms of this Agreement the undersigned have executed this
Agreement as of the date and year first above written.

Estridge Development Company, Inc.

By:

Paul E. Estridge, Jr. its President

The Estridge Group, Inc.

By:

Paul E. Estridge, Jr. its President




GLOSSARY OF DEFINED TERMS

BCE Associates IV, LLC
Operating Agreement

The following terms, as used in this Agreement, shall have the meanings set forth in this
Glossary or in the sections of this Agreement referred to after each term.

Accountants: Somerset CPAs, P.C. or such other firm of nationally-recognized independent
certified public accountants as may be Approved by the Members.

Act: The Indiana Business Flexibility Act as from time to time in force.

Affiliate: A Person that directly or indirectly, through one or more intermediaries, controls, is
controlled by, or is under common control with the Person in question and any officer, director,
manager, managing member, partner, trustee, employee, stockholder (fifteen percent (15%) or
more) or direct or indirect owner of any Person referred to in the preceding clause or their
respective family members, which includes children of a spouse and of a former spouse. For
purposes of this definition, the term “control” means the ownership of beneficial interests in an
Entity which in the aggregate give the owner thereof the right to cast fifteen percent (15%) or
more of the votes with respect to any question that may be decided by owners of interests in such
Entity. However, in no event shall any Investor or its Affiliates be deemed an Affiliate of the
Company, Estridge or their Affiliates and in no event shall Estridge or its Affiliates be deemed
an Affiliate of any Investor or its Affiliates.

Agreement: As defined in the Preamble.

Approved by (or Approval of) the Members: That the action in question has been approved in
writing by Estridge and the Majority Investors.

Available Cash: As to any particular Fiscal Year or portion thereof, Revenues plus any capital
contributions by Estridge used to fund the Quarterly Distribution Payment less the sum of any
expense of the Company, the payment of the debt to Monroe Bank and a reasonable reserve.

Code: The Internal Revenue Code of 1986, as amended from time to time and all published
rules, rulings and regulations thereunder at the time of reference thereto.

Company: The limited liability company governed by the Agreement as said limited liability
company may from time to time be constituted and amended.

Entity: Any general partnership, limited partnership, limited liability partnership, limited
liability company, corporation, joint venture, trust, business trust, cooperative or association.

Events of Default: Section 10.1(a).

Fiscal Year: Section 6.6.



Interest: The entire interest (which may be segmented into and/or expressed as a percentage of
various rights and/or liabilities, as applicable) of a Member in the Company at any particular
time, including the right of a Member to any and all benefits to which a Member may be entitled
as provided in this Agreement and in the Act, together with the obligations of such Member to
comply with all the terms and provisions of this Agreement and of the Act.

Internaf Rate of Return or IRR: The annual discount rate that results in a net present value equal
to zero when the discount rate is applied to all capital contributions made by, and all distributions
received by, a Person (with all cash flows recorded on the actual day that such funds were
disbursed), all calculated in accordance with accepted financial practice.

Liguidating Trustee: Section 9.3,

Majority Investors: Those Investors that have made a majority of the capital contributions made
by the Investors.

Manager: Estridge, provided that, if Estridge is removed in accordance with Section 10.1, the
Majority Investors shall have the right, in their sole discretion, to appoint any other Person to
become a successor Manager hereunder.

Member: Estridge, Billy Creek and such successors, assigns or additional members as may be
admitted as members of the Company, from time to time, pursuant to the terms of this
Agreement.

Net Priority Return: The amount by which an Investor's Priority Return exceeds the Investor's
capital contributions to the Company.

Net Profits and Net Loss: “Net Profit” and “Net Loss” shall mean, for each Fiscal Year or other
period, an amount equal to the Company’s taxable income or loss for such Fiscal Year or period,
determined in accordance with Code Section 703(a) (for this purpose, all items of income, gain,
loss or deduction required to be stated separately pursuant to Code Section 703(a)(1) shall be
included in taxable income or loss), with the following adjustments:

(@) any income of the Company that is exempt from Federal income tax and not
otherwise taken into account in computing Net Profit or Net Loss shall be added
to such taxable income or loss;

()  any expenditures of the Company described in Code Section 705(a)(2)(B) or
treated as Code Section 705(a)(2)(B) expenditures under Code Section 704(b) and
not otherwise taken into account in computing Net Profit or Net Loss shall be
subtracted from such taxable income or loss; and

(c)  any amount that is allocated pursuant to Section 5.2 shall be excluded from the
determination of Net Profit and Net Loss.

Person: Any individual or Entity, and the heirs, executors, administrators, legal representatives,
successors and assigns of such Person where the context so admits.



Permitted Transferee. A transferee in a Transfer of an Interest permitted by Section 8.2 hereof.

Plans and Specifications: All architectural or engineering plans, specifications, working
drawings, designs, models and other similar architectural or engineering materials prepared for
or in connection with the Property (or any portion thereof).

Priority Return: The amount of cash distributions which, if received by the applicable Investor

on the date of determination, would result in an Internal Rate of Return to the Investor of 19.5%
(computed in accordance with the definition of “Internal Rate of Return” herein and taking into

consideration the timing and amounts of all capital contributions and distributions in respect of

such Investor's Interest in the Company).

Purchase Agreement: As defined in the Preamble.

Purchase Offer: Section 9.3(d).

Quarterly Distribution Payment: With respect to each Investor, an amount equal to the product
of (x) 1.75% per quarter (i.e., a rate of 7.0% per annum) multiplied by (y) the amount of the
Investor’s Undistributed Capital Contributions (calculated prior to giving effect to any
distribution pursuant to Section 4.1(b) for such quarter).

Revenues: As to any particular Fiscal Year or portion thereof, the total cash receipts of the
Company from the sale all or part of the Property.

Sunny Meadows Real Estate: As defined in Exhibit B.

Svmphony Real Estate: As defined in Exhibit B.

Tax Matters Partner: Section 5.5.

Transfer: Any sale, transfer, assignment, pledge, hypothecation, gift, conveyance, security
interest or other encumbrance, or any contract therefor, any voting trust or other agreement with
respect to the transfer of voting rights or any other beneficial interest in, or any other transfer or
disposition (including, without limitation, any disposition that would constitute a “sale” within
the meaning of the Securities Act of 1933, as amended) whatsoever affecting the right, title,
interest or possession in or to any Interest, whether direct or indirect, voiuntary, involuntary, by
operation of law or otherwise.

Treasury Regulations: Regulations promulgated pursuant to the Code by the United States
Treasury Department, as amended from time to time.

Undistributed Capital Contributions: With respect to each Investor, an amount equal to the
excess of (a) the aggregate capital contributions to the Company made by such Investor (or its
predecessors), minus (b) the sum of all previous distributions received by such Investor (or its
predecessors) pursuant to Section 4.1(b).



Undistributed Priority Return: With respect to each Investor, the remaining amount the Investor
would need to receive on the date of determination in order to achieve the Priority Return on the
date of determination, taking into account the sum of all distributions received by such Investor
(or its predecessor) pursuant to Section 4.1 for all periods up to the date the determination is
being made.

Unmatured Event of Default: Section 10.2.

Unmatured Event of Default Notice: Section 10.2.
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EXHIBIT A

Capital Contributions
Member Capital Contribution
Billy Creek Associates, LP $4,000,000!
Estridge Development Company, Inc. Estridge has contributed or will contribute to the

Company all of its rights, title and interest to the
purchase agreements to acquire the Property. In
addition, if the funds of the Company are
insufficient, Estridge will contribute to the
Company from time to time 100% of the cash equity
required to fund the expenses of the Company and
the Quarterly Distribution Payment.

! $3,330,000 shall be contributed upon the acquisition of the Symphony Real Estate and up to $670,000 shall be
contributed upon the acquisition of the Sunny Meadows Real Estate to fund the equity needs related thereto.



EXHIBIT B
Legal Description of Property

See attached four (4) pages.




Symphony Real Estate
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EXHIBIT A

TRACTL
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Sunny Meadows Real Estate

Such real estate equal to forty (40) acres as reasonably agreed to by the Members of the
following described real estate:

Ths ‘West Half of the Soutlrwest Quarter of Section 21 and the Bast Half of the Scutheast

QuartaofSwﬁmzo.boﬂlbdnginTowmhiplBNarﬂ:.RmsBSEthmﬂhnn

County, Indiana, described aa followa:

Beginming at the Norfbwest comer of said West Half, thence North 89 dogroes 35 minmtes
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the north line of sald West Half a distanos of 1323.60 foct to the Northeast comer of said
‘West Hulf) thenco South 00 degroes 19 mimtes 40 saconds East along the east line of
said West Half a distance of 2658.34 foet to the southsast comner of said West Half
themaSouthBQdegmuﬂnﬁmMmeﬁdsWestdongﬂnmnﬁxlinsofﬁdWm
Half a distance of 1320.68 foet to the southwest comer of said West Half, point also being
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‘Eazt Half a distence of 1305.23 foct to the Point of Begirming, containing 160.701 acres,
maore or less.

EXCEPT

A part of the Southoast Quarter of Section 20, Township 18 North, Range 5 Bast,
Hamilton County, Indiana described as follows: .

Commeneing at the Northeast comer of gaid Southeast Quarter; thence South 89 degrees
37 minutes 09 seconds West (bearings based on NAD 83 Indiann Stats Flane Coordinats
&jmm)alongﬂmNur&IinoofpaidmstthurndiMcofS0.0ﬂ foct to the

Point of Beginming; thenes contimring along eaid Noxth line South 89 degrees 37 minutes
09 seconds West a distimcs of 670.00 feet; thence South 00 degrees 23 rmimutes 27
seconds East parallel with the Bast lins of szid Southcast Quartéer a distance of 275.00
MﬂmweNmﬂiSQdemﬂmmedaEutpndhlwiﬂuddmﬁmn
distence of 670.00 feet; thenco North 00 dogrees 23 minutes 27 scoonds West parellel
with gnid East line a distance of 275.00 foet to the Point of Begimming, containing 4.23
scres, more or lens.



EXHIBIT C

List of Contracts and other Personal Property
Assigned to the Company by Estridge

. Real Estate Purchase Agreement between Estridge and Brenwick Development Company,
Inc. for 30 acres in Hamilton County, Indiana.

. Real Estate Purchase Agreement between Estridge and Brenwick Development Company,
Inc. for 131.4 acres in Hamilton County, Indiana.

. Real Estate Purchase Agreement between Estridge and Justus at Westfield, LLC for 37 acres
in Hamilton County, Indiana.

. Assumption Agreement between Brenwick Development Company, Inc. and the Company



EXHIBIT D
Estridge and the Builder Representations and Warranties

As an inducement to Billy Creek to enter into this Agreement, Estridge and the Builder,
jointly and severally with Estridge, represent and warrant to the Investors that:

Warranty of Title. The Company is the record and beneficial owner in fee simple of the
Property, together with all easements appurtenant and all land use, development, water, drainage
and zoning rights applicable thereto, free and clear of all liens, charges, easements, covenants,
conditions, restrictions and encumbrances whatsoever, other than those set forth in Schedule A
(“Permitted Exceptions™). The Company has the power and authority to convey, transfer and
assign fee simple title to the Property. Neither the Company, nor Estridge, nor the Builder has
granted any options, rights of first refusal or rights of first opportunity to purchase fee simple
title or any other interest in the Property, except that the Company has the Purchase Agreement.

Authority. The Company, Estridge, and the Builder each have full right, power and
authority to execute, deliver and carry out the terms and provisions of this Agreement and all
other documents and instruments to be executed and delivered by it pursuant to this Agreement
or otherwise in connection with the transactions contemplated hereby (the “Related
Documents™). This Agreement and the Related Documents, when executed and delivered, will
constitute the duly authorized, valid and legally binding obligation of the Company, Estridge,
and the Builder and will be enforceable strictly in accordance with their respective terms. All
action, including the obtainment of consents and approvals required to authorize execution and
performance of this Agreement and the other instruments herein provided, have been obtained.

Conflicts. The execution and delivery of this Agreement and the Related Documents, the
consummation of the transactions herein or therein contemplated, and compliance with the terms
and provisions hereof or thereof, will not (i) violate any presently existing provisions of law or
any presently existing applicable regulation, order, writ, injunction or decree of any court or
governmental department, commission, board, bureau, agency or instrumentality, or (ii) conflict
or be inconsistent with, or result in any breach of, any of the terms, covenants, conditions or
provisions of, or constitute a default under, any indenture, mortgage, deed of trust, instrument,
document, agreement or contract of any kind to which the Company, Estridge or the Builder is a
party or by which it may be bound.

Pending Litigation. There are no petitions, actions, suits, proceedings or investigations
pending against the Company, Estridge or the Builder relating to the execution and delivery of
this Agreement or any Related Document, the Property, the Governmental Commitments,
Permits or that could otherwise affect the Property, before any court or any governmental,
administrative, regulatory, adjudicatory or arbitrational body or agency of any kind (including,
without limitation, any actions or petitions to alter or declare invalid any laws, ordinances, rules,
regulations, permits, certificates, restrictions, leases or agreements authorizing or relating to the
Property). None of the foregoing is subject to the terms of any previously entered and final
orders, writs, injunctions, decrees or arbitration awards which continue to be binding and in full
force and effect.



Potential Litigation. No notices have been received that this Agreement, any Related
Document, the Government Commitments, the Permits, the Property, the Company, Estridge, or
the Builder is the subject of any threatened investigation, action, litigation, or proceeding, either
judicial or administrative. No notices have been received or process served or other action taken
with respect to the existence or enforcement of any outstanding orders, writs, injunctions, or
decree of any court, government, governmental authority, or arbitration against or affecting all or
any portion of the Property, the Company, Estridge, or the Builder.

Compliance. The Property is in compliance with all Permits, laws, ordinances, statutes,
rules, regulations, restrictions, and orders applicable thereto. No notice has been received from
any governmental authority that the Property is in violation of any of the foregoing or that
remedial action is required to regain compliance. There is no pending or threatened investigation
or inquiry by any governmental authority with respect to the Property. No law, ordinance,
statute, rule, regulation, restriction, or order is pending which, if enacted, would adversely affect
the Property. The Property does not violate, any presently existing applicable statute, law,
regulation, rule, ordinance or order of any kind whatsoever (including, but not limited to, any
presently existing zoning or building laws or ordinances, any presently existing environmental
protection laws or regulations, or any presently existing rules, regulations or orders of any
governmental agency), or any Permit issued with respect to the Property or any condition,
easement, right-of-way, covenant or restriction of record affecting the Property.

Documents furnished. Neither this Agreement, nor any Related Document, nor any
exhibit or Schedule thereto or any document, report, financial statement, schedule, certificate, or
other statement required herein or therein furnished or to be fumnished contains any untrue
statement of a material fact or omits to state a material fact relating to the Property, the Purchase
Agreement, Government Commitments, Permits, the Company, Estridge, the Builder or
otherwise, and each of the foregoing is true and correct in all material respects. The financial
statements of Estridge and the Builder previously delivered to the Investors have been prepared
in accordance with generally accepted accounting principles consistently applied (except as may
be noted therein) and fairly reflect the financial condition, results of operatlons and cash flows of
Estridge and the Builder for the periods presented.

Contracts. There are no contracts or agreements (either oral or written) affecting the
Property, including, without limitation, leases, tenancies or other contracts or agreements relating
to the design, engineering, consiruction, maintenance, development or management thereof
(collectively “Contracts™) other than those listed in Exhibit C. Al right title and interest in the
Contracts is owned by the Company, free and clear of any liens or rights and interests of third
parties, Estridge, and the Builder. Such Contracts are in full force and effect, are unamended and
no defaults or potential claims for default exist thereunder. The Company has not previously
assigned or contracted to assign the Contracts or any interests therein.

Brokerage Commissions and Finders Fees. No person is entitled to any brokerage fees
or commissions in connection with the Property or the transactions contemplated by this
Agreement and the Purchase Agreement which have not previously been paid in full.



Condemnation. No notices have been received from any governmental or quasi-
governmental body or agency or from any person or entity with respect to (and none are
expected or contemplated) any actual or threatened taking of the Property, or any portion thereof,
for any public or quasi-public purpose by the exercise of the right of condemnation or eminent
domain.

Priority Return. Each of the Investors will receive an Internal Rate of Return on its
investment in the Company of 19.5% based on the distributions the Company will make to the
Investors hereunder.

Claims. There are no claims or liabilities (whether accrued, contingent, or otherwise)
relating to the Property, including recaptures and impact fees, other than those described on
Schedule C. There are no facts in existence that might reasonably serve as the basis now or in
the future for any liabilities or obligations with respect to the Property, other than as described in
Schedule C.

Taxes. All federal, state, local, and other governmental agencies, tax returns, information
returns, and reports required to be filed that relate to any tax or assessment levied, assessed, or
due have been filed with respect to the Property, and all taxes, assessments and penalties, or
deficiencies have been paid. There is no pending action or proceeding by any governmental
authority for assessment or collection of taxes and no claim for assessment or collection of taxes
has been asserted against the Company or the Property.

Not a Foreign Person. Neither the Company nor the Builder are a “foreign person”
under Section 1445 of the Internal Revenue Code of 1986, as amended, and each of them shall
satisfy the requirements of said statute.

Assessments, The Property is not subject to any existing or proposed assessment liens
and is not now or in the future to be included in any utility, drainage, service or other assessment
district affecting the Property.

Governmental Commitments. Except as listed on Schedule D, no commitments,
undertakings, or agreements have been made (or will be made or are required to be made) with
any governmental authority, utility company, or any other person or entity that would require any
contribution or dedication of money or land, annexation or disconnection of any portion of the
Property into any municipality, district, or governmental unit or construction and installation of
improvements of a public or private nature on or off of the Property. The foregoing are
collectively called the “Governmental Commitments.”

Environmental Matters. To the knowledge of Estridge and the Builder, no one has ever
caused or permitted anyone to store, place, dump, release or bury any materials or substances,
including hazardous material (as hereinafter defined), on, under or into the Property or used the
Property as a treatment, storage, or disposal (whether permanent or temporary) site for any
hazardous material. To the knowledge of Estridge and the Builder, no one has or has permitted
others to store, place, dump, release or bury any hazardous materials on the Property. To the
knowledge of Estridge and the Builder, the Property contains no underground storage tanks and
no underground storage tanks have been removed from the Property.



For purposes hereof, “hazardous material” means (i) “hazardous substances” as defined
in 42 U.S.C. 9601 et seq. (CERCLA); (ii) petroleum, including but not limited to crude oil or any
fraction thereof which is liquid at standard conditions of temperature and pressure (60 degrees
Fahrenheit and 14.7 pounds per square inch absolute); (iii) asbestos in any form or condition, and
(iv) any radioactive material, including but not limited in any source, special nuclear, or by-
product material as defined at 42 U.S.C. et seq. and (v) urea formaldehyde foam insulation and
polychlorinated biphenyls (PCBs).

The Schedules attached to this Exhibit are an integral part hereof.

SCHEDULE OF SCHEDULES
Schedule A - Permitted Exceptions
Schedule B - Permits
Schedule C - Liabilities

Schedule D - Government Commitments




Schedule A

Permitted Exceptions

See attached seven (7) pages.
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TuesmrmmmospapuahMmasfnﬂms ' .

Kay No. 08-08-16-00-00-020.000 - Wasrmm(Aﬂacmmnufcapﬁm)
" istinstallment due May 10, 2008 - $203.54 - pald.
ammmnmmmwm $203.54 - unpaid, -

Assoised Veuatons: 0508

MWBWWBMAWBWM
. wmaammams(s}
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b)

"Land § 1990000
- I lmprovements ] $ DDD,
. Exempticn (Morigags) $ '0.00
Exsmpfion(Homeowners): § 0.00
§: 0.00

Net Valuafions ‘s "1990000

Tmhrﬁeyaat%payabbhﬁ@&mmhﬂm !
Kay No. 08-08-18-00-00-021,000 — wmm(mmnofcapum)‘
18t Instaliment due May 10, 2008 - $46.03 - pakl. ’
zndhstalhnentcbaNovw 2008 $46.03 - uﬂpald.

Asseased Valustions: . 05-06

Sl o § 450000 _
Improvements $ - 0.00 )
Exemption (Motgags) - $ 0:00 ’
' p&onommm) $ 000
Exemption _§- 000
'Na'wumﬂa' s 450000 -

. Tmhhem%myatﬂehaowmum .

** Koy No. 08-08-16-00-00-022.000 ~ Washington (Affects part of caplion) - S
18t Instaliment cue May 10, 2006 - $46.03 - pald. . .
2nd Instaliment due Nov 10, 2008 - $46.03 - wnpald. - :

' Assossed Valuaions:  06-08
* Land o '§ 4500.00
_improvements ) $ 000 . _ _ .
. 'Exemption (Moftgags) *- © §° 0.00 S '
Exemption (Homeowners) § - 0.00 . - .
Exgnpﬂm . % 000 )
Net Vatuations .- $ 4500.00

T . NOTE: anmmmbmmmmmmmmmmum&mmmﬂm .
"+ In the Treasurer's Office and not necessarily the sffective dais hereof. AMVM!HBTWG
. Office shoutd be marls to datarmine the exact emount of taxes due, f any.

' PLEASE NOTE EXEIPTEE)N VALUATION INFDRMA'I"ION»MAY NOT BE FULLY POSTED.

’ _Posdﬁemmfwﬂmom E.Brandeﬂbrmmn.wﬁchmaybmnaaﬂanuahmr
data.(AﬂBdsMﬂWGOOO)

’ Pmﬂiema:bfnr&morﬂs& Bmﬁanbralntﬁs.wmdmmhecunaalhn atalatet
: date, {Affects 08-0§-17-00-00-007.000) " .

'mmhhmﬁﬁm&ﬂmhcmmm mﬂltarmkmdadmdsd
by crder of the Dreinage Board. Next instaliment due November 10, mhmemnnurnofsa-tﬂ

- _;lﬁ!dpal (Unpakd) (AMOB-OS-17-OO-DD-OOTOD)

WmamBWﬂWBMAMBmM
Schadude B2 consists of 3 paga(s) .
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e)‘

o -

hy -

k)

.

o)

p)

' 1.

Assassment for the O.F. Henley Drain # 102 payable ssml-arnually, unth terminated or changed by
order of the Drainage Board. Nextinstallment dus November 10, mhmaam:mtofms.oo
principal. (Unpald) (Affects 08-08-17-00-00-007.000)

'Ammmmmmmmmmmmny 1t terminatad or changed by
.* owdsr of the Dreinage Board, Next instafiment due November 10, Mﬁhﬂwmﬂmﬁ‘rm
"+ peincipal. (Unpaid) (Affacts 08-09-16-00-00-020.000)

mmrwmamammwam mmmmwmmbym '

- of the Drainago Board. Naxt instalinarit due May 10, 2007 n tha amount of $15.00, pﬂndpai.
- {Unpakd) {Affocts 08-05-18-00-00-020.000) .

‘mmmmmmmmmm untl kerminated or

r:ha:md o
ondar of the Drainage Board. Naxlimﬂmsmdeayw zoo?hﬂlearrmuufﬂo.ﬂo p‘h'l:lpal.

" (Unpai) (Affects 08-09-16-00-00-021.000)

mmmmmmmmmmhbmmny mﬁllﬂmimtadurdwmd
order of the Drainage Boand. Next ingtafiment due May 10, a)o‘!mﬂwamownnfmuoo pm:ipnl.
{Urpaid) {Affacts 05-09-16-00-00-022.000)

'Assmmhmmbﬂaﬂsybmhﬁuzmyabhm mﬂltarmhmdadmuadby
--. order of the Drainage Board. Nmmmwnmvmm Whmmdmm
:(UnpaH)(AﬂactsOB-DS-‘lG-OO-OO-OZ?_ODO)

HlumotWayg!mtadeocu'ly-VmOﬂmmpany lnchmhshmnmdahd;\plﬂﬁ 1939
and recorded June 17, 1839 in Misceltaneous Record 34, page 262, and assigned to Mamthon
Pipe Lins by an assignment recordad March 14, 1961mbﬂmaﬂmmﬂﬂnda7 pageﬁalln

-.tl'lamfmofmaﬁmderoﬂ-hﬂdlbncoumy Indiana.
'HigMufWaygranhdtnSwow—VanumnOﬂOompmy mhmmmuudahadmzl 1838 -

and racorded June 17, 1839 in Miscellansous Record 34, pagaZSﬂ.andaasWedbMaraﬁm

" . Plpe LUne by an agsignmant recordsd March 14, 1957hmwellmmmﬂeum97pega11anh .
' tanﬂ’molmeRoootdwuﬂiammmmmylm -

HngﬂofWaygmtadbSmw-VmuumOilCompany Inc In an nstrument dated June 21, 1939 -
and recorded June 17, 1838 in Miscellanaous Racord 34, page 281, and assigned to Marathon
Pipe Ling by an essignment recorded March 14, 1987hmoenamnﬁmd97.paga11aﬂh

) monmmmnmmmmcm Indlana.

HWdWaymmthuﬁmﬁbeUmhmMmmﬂm&dwso 1882&1Doad
Record 175, pagezﬂhlhaomnenﬂhaﬂmordarofmmlltmcmmly

mmmmmmmnwwumw bme-Caumpamea.

‘Easmnt
an indiana General Partnership In an Instrument dated March 20, 1898 and recordad March 24,

1998&!mnadNumbw980@14472hﬂw0ﬂeedﬂanderomeﬁmemy.m'

Subject alllegal highways and rights of way.

Pmsﬂemmﬂ@bgﬂﬁumﬂdﬂa&ﬂw.mﬂaﬂmmm

" NOTE FOR INFORMATION: Fences do nat coincide with Souh and west Besad

Wmhmmmmmmnasmbya Survey datad .
June 11, mast:No.Mm-om X

"-INFOBMATION NOTE: ﬂmmolnﬂmlegaldmtﬂmlashmmfwmﬂmarﬂym
. shmddmtbaomumadaahmuhgﬂmqwﬂlyuﬂandmﬂmﬁhsaﬂdmm

ThlaComrrdmmllsvaﬂdarﬂyﬂdecueaAandaamamd\sd.
Sdladl.daaecumlsl.v.of 3 pase(s}




Fle No.: 8073h08 ' v Part 1], SCHEDULE B

THE POLICY OR POLICIES TO BE ISSUED WILL CONTAIN EXCEPTIONS TO THE FOLLOWING MATTERS
UNLESS THE SAME ARE DISPOSED OF TO THE BATISFACTION OF THE COMPANY.

1. Defacts, Befis, encumbrances, adversa ciaims, wmmnwmmmmhm

records

or atiaching subsemuent to the effactive date henso! but prior to the data the proposed Insured

anquirss for vaive of recond the estats or Interest or mortgage therson coversd by this Commitment.

2 Standard

)
5
)

d)

Exceptions:
Rights or claims of parties In possession not shown by the public recortds
Easements, ar claims of easements, not shown by the public recards,
Encroachments, overiape, boundary fine disputes, or other matters which would be disclosed by an
accurate urvey or inspection of the premises
Any llen, or right {p @ len, for services, lsbor, or matsrial heretofore o heresfier fumished, Imposad
by taw and not shown by the publls reconds.

3 Special Excaptions:

a)

Texes for the year 2006 payable in 2007 are a fen not yet dus and payable.

Taxes for the yadr 2005 payable in 2006 ars &s follows:

Key No. 08-09-18-00-00-001.002 — Washington (Affects Tract [}
1stinstafirent dus-May 10, 2006 523627 - pald.

2nd instatment due Nov 10, 2008 $236 27 - unpaid.

Assessad Vatustons: D5-08
Land H 23100.00
imptovements 3 0.00
Exemption (Morigags) $ 0.00
Exemption (Homaowners} § 000

$ 000

Net Valuations 3 23100.00

Temaes for the year 2005 payahis In 2006 ana as follows:

Key No 05-09-16-00-00-001.000 - Wﬂd‘hﬂhn(AftadsTmctHarﬂoﬂwrﬂde&ate}
1gt instaiiment due May 10, 2008 $1091.28 - paid

2nd instaliment dus Nov 10, 2006 $181 26 - unpaid

Ky No. 08-09-16-00-00-001.003 (Affects Tract (| for 2008 payabis in 2007)

Assessed Vatuations: 0508
Land $ 10800.00
Improverments $ 7800.00
Exemption (Mortgage) $ D00
Exemplion (Homeowners) § 000
Exemnption § 000
Net Vaksafions $ 18700.00

ROTE: Tax bformation supm s Emited to the date of the most curmant computer input informetion

In the Treasurar's Office and not nacessarlly the effective date hereof. A chaok with the Treasurer's
Office should be made to determins fhe exact amount of taxes dus, If any.

PLEASE NOTE EXEMPTION VALUATION INFORMATION MAY NOT BE FULLY POSTED.

This Commiiment is valid only If Schedules A and B are attached.
Scheduls B2 consists of 2 page(s}




Flle No.: 9073h06 d i Part I, SCHEDULE B

b) Assessment for the John Edwards #£286 Ditch payable semi-annually, until terminated or changed
by order of the Drainage Boerd. Nandt instafiment due November 10, 2008 in the amount of $23.81,

principal. (Linpald) (Affects Tract )
©)  Assessment for the John Edwaris #2865 Ditch payable ssmb-annually, untd terminzted or changed
by omder of tha Drainage Board. Naxt nstaliment dus November 10, 2008 in the emount of $13 68,
(Unpait)) {Affacts Tract 1)

-1} Egsament for water ines and incidantal purposes In favor of Hemillon Western Litlifles, inc,
racarded November 8, 1088 as instnovient Number 88-83187 in the Office of the Recorder of
Hamilton County, indiana )

e  Rightobway for 158" Straet on the North side of subject real estate and Towne Road along tha
West side of subject reat estete as shown on survey certified Docember 23, 2004, and iast revised
Mmm. by Andrew D. Baxtar Jr. of Evans, Mechwart, Hambleton 8 Titon, Inc., Job Mo.

f} Subject i afl legal highways and rights of way.
q) Possible easements for lagal drmins and ditches, If any, end all ights therein

NOTE:

Effactive July 1.mm.mmmammmm“muwmwm
inctana miust contain the following afftrmation statsment as requined by IC 36-2-11-15: * affirm, under the penalties
for parury, that | fravs taken reasonsble cam tp redact each Soclal Securlly number in this document unless
requined by taw "_-
Addtionaly, pursuant to IC 35-2-7.5-8, 8 52 00 fee for each recorded document must ba coliected and deposited
inio the *County Identiication Prataction Fee™ fund Sald fas has been collectsd by the county recornder &ince the
taw's Inception in 2005 end will continue to be callected untf further notice

This Commitment Is vaild only If Schedules A and B are attached.
Scheduta B2 consista of 2 page(s)

P s § - e b e o B s i am s




Schedule B

Permits

None.



Monroe Bank Loan
Estridge Development Co.

Total Liabilities

Schedule C
Liabilities
$ 4,995,000
$ 130,000

$ 5,125,000



Schedule D

Government Commitments

None

KD_IM-842661_4.DOC
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2007-SN No.[ ]

FORM OF NOTE

THE ESTRIDGE GROUP, INC.
% FIVE-YEAR SUBORDINATED NOTE DUE ,2012

THE ESTRIDGE GROUP, INC., a corporation duly organized under the laws of the
State of Indiana (herein referred to as the “Company”), for value received, hereby promises to
pay to [ ] or registered assigns, the principal sum of
[ ] DOLLARS at its office or agency for that purpose in Marion (or a contiguous)
County, Indiana, at maturity stated above, payable in such coin or currency of the United States
of America as at the time of payment shall be legal tender for the payment of public and private
debts, and to pay interest semiannually on January 1 and July 1 of each year, commencing July 1,
2007, on said principal sum at said office or agency, in like coin or currency, at the per annum
rate stated above, from the January 1 or July 1 next preceding the date of this Note to which
interest has been paid, unless the date hereof is a January 1 or July 1 to which interest has been
paid, or unless no interest has been paid on the Notes, in which case from the date of issuance of
this Note, until payment of said principal sum has been made or duly provided for.
Notwithstanding the foregoing, if the date hereof is after the first day of any January or July, this
Note shall bear interest from such January 1 or July 1; provided, however, that if the Company
shall default in the payment of interest due on such January 1 or July 1, then this Note shall bear
interest from the next preceding January 1 or July 1 to which interest has been paid, or, if no
interest has been paid on the Notes, from the date of issuance of this Note. The interest so
payable on any interest payment date will be paid to the person in whose name this Note is
registered at the close of business on the day preceding such interest payment date, and may, at
the option of the Company, be paid by check mailed to such person at his last address as it
appears on the registry books of the Registrar. Interest will be computed on the basis of a 360-
day year of 12, 30-day months.

Reference is made to the further provisions of this Note set forth on the reverse hereof.
Such further provisions shall for all purposes have the same effect as though fully set forth at this
place.

This Note shall not be valid or become obligatory for any purpose until the certificate of
authentication hereon shall have been signed by the Trustee under the Indenture referred to on
the reverse hereof and shall be deemed to be issued as of that date.

TRUSTEE’S CERTIFICATE IN WITNESS WHEREOF, THE ESTRIDGE
GROUP, INC. has caused this Instrument to be
This is one of the Series 2007 Notes described  executed in its company name by the actual or
in the Indenture referred to on the reverse facsimile signature of the President attested by
hereof. the actual or facsimile signature of the
Secretary of the Company.



Dated:

MainSource Bank THE ESTRIDGE GROUP, INC.
By:
As Trustee
Date of Authentication and Issuance: Secretary President
(REVERSE SIDE)
THE ESTRIDGE GROUP, INC.
% Subordinated Note Due , 2012

This Note is one of a duly authorized issue of Notes of the Company, designated as its
Series 2007 Subordinated Notes (herein called the “Notes”), limited (except as otherwise
provided in the Indenture referred to below) to the aggregate principal amount of $5,000,000,
consisting of Three-Year Notes, Five-Year Notes and Eight-Year Notes, all issued under and
subject and pursuant to an indenture dated as of , 2007 (herein called the “Indenture™),
duly executed and delivered by the Company to MainSource Bank, Trustee (herein called the
“Trustee™), to which Indenture and all indentures supplemental thereto reference is hereby made
for a description of the rights, limitations of rights, obligations, duties and immunities thereunder
of the Trustee, the Company and the holders of the Notes.

If an Event of Default specified in the Indenture shall have occurred and be continuing,
the principal hereof may be declared, and upon such declaration shall become, due and payable
in the manner, with the effect and subject to the conditions provided in the Indenture.

Noteholders may not enforce the Indenture or the Notes except as provided in the
Indenture. The Trustee may require indemnity satisfactory to it before it enforces the Indenture
or the Notes. Subject to certain limitations, holders of a majority in principal amount of the
Notes may direct the Trustee in its exercise of any trust or power. The Trustee may withhold
notice to Noteholders of any continuing default {except a default in payment, principal or
interest) if it determines that withholding notice is in the best interests of the Noteholders.

The Indenture contains provisions permitting the Company and the Trustee, with the
consent of the holders of not less than 66 2/3% in aggregate principal amount of the Notes at the
time outstanding, evidenced as in the Indenture provided, to execute supplemental indentures
adding any provisions to or changing in any manner or eliminating any of the provisions of the
Indenture or of any supplemental indenture or modifying in any manner the rights of the holders
of the Notes: provided, however, that no such supplemental indenture shall (i} extend the fixed
maturity of any Note, or reduce the rate or extend the time of payment of interest thereon, or
reduce the principal amount thereof, or make the principal thereof or interest thereon payable in

2



any coin or currency other than that hereinbefore provided, without the consent of the holder of
each Note so affected, (i) make any change in the provisions of the Indenture dealing with
redemption of the Notes that adversely affect the rights of Noteholders, (ii1) make any change in
Section 7.04 or 7.07 or 10.02 of the Indenture, or (iv) reduce the aforesaid percentage of Notes,
the holders of which are required to consent to any such supplemental indenture, without the
consent of the holders of all Notes then outstanding. It is also provided in the Indenture that
prior to any declaration accelerating the maturity of the Notes, the holders of a majority in
aggregate principal amount of the Notes at the time outstanding may on behalf of the holders of
all of the Notes waive any past default or Event of Default under the Indenture and its
consequences except a default in the payment of principal, interest premium or redemption price
of any of the Notes. Any such consent or waiver by the holder of this Note (unless revoked as
provided in the Indenture) shall be conclusive and binding upon such holder and upon all future
holders and owners of this Note and any Notes which may be issued in exchange or substitution
herefor, irrespective of whether or not any notation thereof is made upon this Note or such other
Notes.

The Notes are subject to redemption prior to maturity in whole or in part, at any time on
or after January 1, 2008, at the option of the Company, at one hundred percent (100%) of the
principal amount together with accrued and unpaid interest to the redemption date.

If the Company elects to redeem only a portion of the outstanding Notes those Notes to be
redeemed shall be selected by lot by the Company and by such other method as the Company
deems appropriate.

If the date fixed for redemption is an interest payment date, the interest payable on such
date shall be paid to the person in whose name this Note is registered at the close of business on
the day immedtately preceding such interest payment date as provided in the Indenture. Notice
to holders of Notes to be redeemed shall be given by mailing to such holders a notice of such
redemption at their last address as it shall appear on the books maintained for registration of the
Notes, all as provided in the Indenture. Any notice which is mailed in the manner provided in
the Indenture shall be conclusively presumed to have been given whether or not the holder
receives such notice and failure to duly give such notice by mail, or any defect in such notice, to
the holder of any note designated for redemption shall not affect the validity of the proceedings
for redemption of any other Note.

No reference herein to the Indenture and no provision of this Note or of the Indenture
shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay
the principal of, premium on and interest on this Note at the places, at the respective times, at the
rate and in the coin or currency herein prescribed.

If, under certain circumstances, the Company fails to maintain a certain specifted
minimum Total Shareholders’ Equity, the Company shall be required to offer to purchase a
portion of the aggregate principal amount of Notes outstanding plus accrued interest to the date
of purchase, as provided in, and subject to the terms of, the Indenture.



If a Change of Control (as defined in the Indenture) shall occur, the Company shall be
required to offer to purchase all or a portion of the aggregate principal amount of Notes
outstanding plus accrued interest to the date of purchase, as provided in, and subject to the terms
of, the Indenture.

The Notes will be subordinated in right of payment to the prior payment in full of all
Senior Indebtedness (as defined in the Indenture).

The Notes are issuable in registered form without coupons in denominations of $1,000
and any multiple of $1,000.

In the manner and subject to the limitations provided in the Indenture, but without the
payment of any service charge, this Note may be exchanged for an equal aggregate principal
amount of Notes having the same maturity of other authorized denominations at the office or
agency of the Company for such exchange in Hamilton or a contiguous County, Indiana.

Upon due presentment for registration of transfer of this Note at the office or agency of
the Company for such registration in Carmel, Indiana, a new Note or Notes of authorized
denominations for an equal aggregate principal amount and having the same maturity will be
issued to the transferce in exchange herefor, subject to the limitations provided herein or in the
Indenture, without charge except for any tax or other governmental charge imposed in
connection therewith.

Prior to due presentment of this Note for registration of transfer, the Company and the
Trustee may deem and treat the person in whose name this Note is registered as the absolute
owner hereof for the purpose of receiving payment hereof or on account hereof or of interest
hereon and for all other purposes. The Registrar for the Notes may refuse to transfer or exchange
this Note during the period ten days prior to maturity or any interest payment date or to the
mailing of any notice for redemption or during the period after mailing of any notice of
redemption or after a holder has made an election to have this Note redeemed.

The Company, the Trustee, any Paying Agent and any Note Registrar may deem and treat
the registered holder hereof as the absolute owner of this Note (whether or not this Note shall be
overdue and notwithstanding any notation of ownership or other writing hereon), for the purpose
of receiving payment of the principal hereof and, subject to the provisions on the face hereof,
interest hereon and for all other purposes, and neither the Company nor the Trustee nor any
Paying Agent nor any Note Registrar shall be affected by any notice to the contrary. All
payments made to or upon the order of such registered holder shall, to the extent thereof,
effectively satisfy and discharge the Company’s liability for moneys payable on this Note.

Except as expressly provided to the contrary in the Guaranty Agreements entered into by
Estridge Development Company, Inc. and Paul E. Estridge Corp. (the “Guarantors”) in favor of
and for the benefit of the Trustee, as agent for the Noteholders, and the Reimbursement
Agreement entered into between Paul E. Estridge and the Guarantors, no recourse for the
payment of the principal of or interest on this Note, or for any claim based hereon or otherwise in
respect hereof, and no recourse under or upon any obligation, covenant or agreement of the
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Company in the Indenture or any indenture supplemental thereto or in any Note, or because of
the creation of any indebtedness represented thereby, shall be had against any member, manager,
incorporator, stockholder, officer or director, as such, past, present or future, of the Company or
of any successor corporation, either directly or through the Company or any successor
corporation, whether by virtue of any constitution, statute or rule of law or by the enforcement of
any assessment or penalty or otherwise, all such lability being, by the acceptance hereof and as a
part of the consideration for the issue hereof, expressly waived and released by each holder of
this Note.

When a successor company assumes all obligations of its predecessor under the Notes
and the Indenture, the predecessor company will be released from those obligations.

This Note shall be governed by and construed in accordance with the laws of the State of
Indiana.

The Company will furnish to any Noteholder upon written request and without charge a
copy of the Indenture. Requests may be made to the Company, 14300 Clay Terrace Boulevard,
Suite 200, Carmel, Indiana 46032, Attn: Chief Financial Officer.

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns, and transfers unto

[ ]

Please print or typewrite name and address including postal zip code of assignee

Social Security or other identifying number of Assignee: [ ]

the within Note does hereby irrevocably constitute

[ ] Attorney
to transfer said Note on the books kept for registration of said Note, with full power of
substitution in the Premises.

Dated: [ ]

NOTICE: The signature to this assignment must correspond with
the name as 1t appears upon the face of the within Note in every particular, without alteration or
enlargement or any change whatsoever.

Signature Guaranteed:
NOTICE: Signature(s) must be guaranteed by a member
firm of the New York Stock Exchange or a commercial
bank or trust company.
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Form of Indenture of Trust



THE ESTRIDGE GROUP, INC.

and

MAINSOURCE BANK

INDENTURE OF TRUST

Dated as of , 2007

$5,000,000
Aggregate Principal Amount
of
Series 2007 Subordinated Notes



ARTICLE 1.

Section 1.01.
Section 1.02.
Section 1.03.
Section 1.04.

ARTICLE 2.

Section 2.01.
Section 2.02.
Section 2.03.
Section 2.04.
Section 2.05.
Section 2.06.
Section 2.07.
Section 2.08.
Section 2.09.
Section 2.10.
Section 2.11.
Section 2.12.
Section 2.13.

ARTICLE 3.

Section 3.01.
Section 3.02.
Section 3.03.
Section 3.04.
Section 3.05.
Section 3.06.
Section 3.07.
Section 3.08.
Section 3.09.
Section 3.10.
Section 3.11.
Section 3.12.
Section 3.13.

ARTICLE 4.

Section 4.01.
Section 4.02.
Section 4.03.
Section 4.04.
Section 4.05.
Section 4.06.
Section 4.07.
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Incorporation by Reference of Trust Indenture Act. .......oevvevveeeiinniiiinerceninicencrennne, 3
Rules of CONSIUCHION. .......vmereiieeiaerierateteeareeee st rreseaeseeses s bbatstsssassrsemennenaeseneasrannens 3
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CanCellation. ...cccc.ueeeeeeeeieiiiceerrecrereeeeesrrree s rerees s rr e s e b e s b e s e nenas 6
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This INDENTURE OF TRUS;T dated as of , 2007, between THE ESTRIDGE
GROUP, INC., a corporation organized in the State of Indiana (“Company”), and MAINSOURCE
BANK, an Indiana banking association (“Trustee™).

Each party agrees as follows for the benefit of the other party and for the equal and
ratable benefit of the Holders of the Company’s Series 2007 Subordinated Notes (“Notes™):

ARTICLE 1. DEFINITIONS AND INCORPORATION BY REFERENCE

Section 1.01. Definitions.

“Accrued Interest” means any interest earned with respect to any Notes which has not
been paid to or upon the written order of the registered Holder thereof.

“Affiliate” means any Insider or any entity directly or indirectly controlled by an Insider
or any other person directly or indirectly controlling or controlled by or under direct or indirect
common control with the Company, including but not limited to Estridge Development
Company, Inc. and Paul E. Estridge Corp.

“Agent” means any Registrar, Paying Agent, or Co-Registrar.

“Board of Directors” means the Board of Directors of the Company or any authorized
committee of the Board.

“Change of Control” means (i) the sale, lease, exchange or transfer of all or substantially
all of the Company’s assets (in one transaction or a series of transactions) to any person or
related group of persons as a result of which the Affiliates immediately prior to such transaction
or series of transactions do not beneficially own at least a majority interest in such assets
immediately after such transaction or series of transactions; or (i1) the consummation of any
consolidation, merger or sale of common stock of the Company other than a consolidation,
merger or sale of common stock of the Company in which either the Affiliates immediately prior
to the transaction or the senior officers of the Company as of the date of this Indenture have,
directly or indirectly, at least a majority interest of the continuing or surviving corporation
immediately after such transaction.

“Company” means the party named as such above until a successor replaces it and
thereafter means the successor.

“Consolidated Net Income” for any period means the aggregate amount of net income of
the Company and its Subsidiaries for such period determined in accordance with generally
accepted accounting principles.

“Default” means any event which is, or after notice or passage of time would be, an
Event of Default.

“Holder” means a person in whose name a Note is registered.

“Indenture” means this Indenture of Trust as amended from time to time.



“Insider” means any person owning directly or indirectly 10% or more of the Company.
“Notes” means the Notes described above issued under this Indenture.

“Officers’ Certificate” means a certificate signed by two Officers, one of whom must be
the President, the Treasurer or a Vice-President of the Company.

“Opinion of Counsel” means a written opinion from legal counsel who is acceptable to
the Trustee. The counsel may be an employee of or counsel to the Company or the Trustee.

“Principal” of a Note means the unpaid principal balance of such Note.

“Qualified Investments” means any of the following which at the time are legal
investments for the Trustee under the laws of the State of Indiana, and on which the Company is
not the obligor: (a) obligations of the federal government or its agencies; (b) regulated mutual
funds or investment trusts that are invested solely in government obligations; (c) time deposits in
or certificates of deposit issued by any national or state bank (including the Trustee, acting in its
commercial banking capacity), having combined capital, surplus and undivided profits of at least
$10,000,000, the deposits of which are insured by the Federal Deposit Insurance Corporation
(“FDIC”) or any successor agency, or time deposits in or certificates of deposit issued by any
federal savings and loan association or state building and loan association, the deposits of which
are insured by the Federal Savings and Loan Insurance Corporation, or any successor agency
(the “FSLIC”), but only to the extent that such time deposits or certificates of deposit are fully
insured by the FDIC or FSLIC; or (d) bonds, notes or other securities the issuer or guarantor of
which has a rating of “A* or higher by Standard & Poors Corporation or Moody’s Investors
Service.

“SEC” means the Securities and Exchange Commission.

“Semor Indebtedness” means the principal of and interest on any indebtedness, whether
outstanding on the date of this Indenture or thereafter created, incurred, assumed or guaranteed
by the Company for money borrowed from others (including, for this purpose, all obligations
incurred under capitalized leases or purchase money mortgages or under letters of credit or
similar commitments) or in connection with the acquisition by it of any other business, property
or entity and, in each case, all renewals, extensions and refundings thereof, unless the terms of
the instrument creating or evidencing such indebtedness expressly provides that such
indebtedness is not superior in right of payment to the principal of and interest on the Notes.
Notwithstanding anything to the contrary in the foregoing, Senior Indebtedness shall not include
(1) indebtedness of or amounts owed by the Company for compensation to employees, or for
goods and materials purchased mn the ordinary course of business, or for services, (ii)
indebtedness of the Company to any Affiliate of the Company, or (iii) indebtedness of the
Company to any of the Company’s Subsidiaries or from one Subsidiary to another for money
borrowed or advances from each Subsidiary.

“Subsidiary” or “Subsidiaries” means any entity, at least a majority of the shares of
voting stock or membership interests of which shall at the time be owned, directly or indirectly
by the Company and any limited liability company or partnership controlled by the Company



directly or indirectly as general partner or otherwise, including but not limited to Ameritage
LLC, First Mile Services, LLC and Estridge Design Services, LLC.

®
“TIA” means the Trust Indenture Act of 1939 (15 U.S. Code §§ 77aaa-77bbbb) as in
effect on the date shown above.
“Total Shareholders’ Equity” or “Equity” means the amount of total consolidated
® shareholders’ equity of the Company, as set forth on the most recent consolidated balance sheet

of the Company, including the equity noted as “minority interest in variable interest entities” on
such balance sheet, determined in accordance with generally accepted accounting principles.

“Trust Officer” means the Chairman of the Board, the President or any other officer or
o authorized representative of the Trustee assigned by the Trustee to administer its corporate trust
matters.

“Trustee” means MainSource Bank and any successor Trustee hereunder.

Section 1.02. Other Definitions.

¢ Term Defined in Section
“Change of Control Offer”..........ccooveviivieriiciriereceee e 3.04
“EQUILY” cviirieiiseisniesieniniis e tsssisasnsresenssesersessesnssrssssassasssnsassrsssressessenenes 3.03
“Event of Default” ... e 7.01
@ “Legal HOIday” ........ooe oottt ste st e 11.07
FOBTRI .ttt e b s b er s etsabn b e ba s s baenes 3.03
“OfTer AMOUNL ...ttt saa e sae s s e esnannes 3.03
HOMTICEI™ Lottt sae e e s n e sasan s aeene e 11.07
“PAYING AZENLE .o.ooiiieiireririrecesreeeire e st e e sessseee e ese s e ssateeseeesaeeneane 2.03
® “Purchase Date” ........covviieceerieesececcere ettt a bbb nan 3.03
FREBISITAL™ ....veieieeree v e et re e e saa s e s esaesssesbeesbe b e bssssastessaesssnsannsans 2.03
“U.S. Government Obligations™ ...........cceevevvveereerrrierereerrnnreesessseesesseens 9.01
Section 1.03. Incorporation by Reference of Trust Indenture Act. Whenever this
® Indenture refers to a provision of the TIA, the provision is incorporated by reference in and made
a part of this Indenture.
Section 1.04. Rules of Construction. Unless the context otherwise requires:
° (a) a term has the meaning assigned to it;
(b) an accounting term not otherwise defined has the meaning assigned to it in
accordance with generally accepted accounting principles;
(c) “or” is not exclusive;
®

(d) words in the singular include the plural, and in the plural include the
singular; and




(e)  provisions apply to successive events and transactions.
ARTICLE 2. THE NOTES

Section 2.01. Form and Dating. The Notes shall be substantially in the form of
“Exhibit A” which is part of this Indenture. The provisions of the Notes are incorporated by
reference herein and made a part of this Indenture. The Notes may have notations, legends or
endorsements required by law, stock exchange rule or usage, and the Trustee shall authorize the
removal of legends from the Notes or shall issue replacement Notes without legends at such time
as the legends are no longer legally required as evidenced to the Trustee by an Opinion of
Counsel. Each Note shall be dated as of the date of its authentication.

Section 2.02. Execution and Authentication. Two officers shall sign the Notes for the
Company by manual or facsimile signature. If an officer whose signature is on a Note no longer
holds that office at the time the Note is authenticated, the Note shall nevertheless be valid. A
Note shall not be valid until authenticated by the manual signature of the Trust Officer of the
Trustee. The signature shall be conclusive evidence that the Note has been authenticated under
this Indenture. The Trustee shall authenticate Notes for original issue up to the aggregate
principal amount of $5,000,000 upon a written order of the Company signed by an Officer. The
aggregate principal amount of Notes outstanding at any time may not exceed that amount except
as provided in Section 2.08. The Notes shall be issued in denominations of $1000 and multiples

thereof. The Three-Year Notes shall have a maturity date of , 2010, and an interest
rate of %, the Five-Year Notes shall have a maturity date of , 2012, and an
interest rate of ___ %; and the Eight-Year Notes shall have a maturity date of

2015, and an interest rate of %. The Three-Year Notes, the Five-Year Notes and the Elght-
Year Notes shall be limited to $5,000,000 in aggregate principal amount. The Trustee shall be
the authenticating agent for authenticating Notes.

Section 2.03. Registrar, Ownership, and Paying Agent. The Company shall maintain
an office or agency where Notes may be presented for registration of transfer or for exchange
(“Registrar”), and shall appoint an agent to whom Notes may be presented for payment (“Paying
Agent”) provided that at least one Paying Agent has a place of business in Indianapolis, Indiana
or a county contiguous to Marion County, Indiana. The Registrar shall keep a register of the
Notes and of their transfer and exchange. The ownership of Notes shall be proved by the register
kept by the Registrar. The Company, the Trustee and any Paying Agent may treat the person in
whose name a Note 1s registered as the owner for all purposes and neither the Company nor the
Trustee nor any Paying Agent shall be affected by notice to the contrary. The Company may
appoint one or more Co-Registrars, and one or more additional Paying Agents. The term
“Paying Agent” includes any additional paying agent. The Company may act as Paying Agent,
Registrar or Co-Registrar. Upon any bankruptcy proceeding relative to the Company, the
Trustee shall act as the sole Paying Agent. The Company shall notify the Trustee of the name
and address of any Agent not a party to this Indenture. The Company hereby appoints the
Trustee as a Paying Agent and Registrar.

Section 2.04. Paying Agent to Hold Money in Trust. The Company shall require
each Paying Agent other than the Trustee to agree in writing that the Paying Agent will hold in
trust for the benefit of Notes or the Trustee all money held by the Paying Agent for the payment




of Principal or interest on the Notes, and will notify the Trustee of any default by the Company
in making any such payment. While any such default continues, the Trustee may, by written
request, require a Paying Agent to pay all money held by it to the Trustee. Upon payment over
to the Trustee, the Paying Agent shall have no further liability for the money. If the Company
acts as Paying Agent, it shall segregate and hold as a separate trust fund all money held by it as a
Registrar and Paying Agent.

Section 2.05. Notes Lists. The Trustee shall preserve in as current a form as is
reasonably practicable the most recent list available to it of the names and addresses of holders of
Notes. If the Trustee is not the Registrar, the Company shall furnish to the Trustee on or before
each interest payment date and at such other times as the Trustee may request in writing a list in
such form and as of such date as the Trustee may reasonably require of the names and addresses
of holders of Notes.

Section 2.06. Transfer and Exchange. When Notes are presented to the Registrar or
a Co-Registrar with a request to register, transfer or to exchange Notes for equal principal
amount of Notes of other denominations, the Registrar shall register the transfer or make the
exchange if its requirements for such transactions are met.

The Registrar may refuse to register a transfer of a Note during the period ten (10) days
prior to a maturity date or the mailing of notice of a redemption or during the period after
mailing of notice of a redemption or after a Holder has made an election to have a Note
redeemed or during the period ten (10) days preceding any interest payment date. A transfer
which is not registered on the books of the Registrar shall be ineffective as between the
Company, the Trustee, the Registrar, the Paying Agent and the Holder of the Note, and the
registered owner shall continue to be treated as the Holder. To permit registrations of transfers
and exchanges, the Company shall issue and the Trustee shall authenticate Notes at the
Registrar’s request. The Company may charge a reasonable fee for any registration of transfer or
exchange (including the payment of a sum sufficient to cover any tax or other governmental
charge that may be imposed in connection with any such transfer or exchange and any other
expenses in connection therewith) but not for any exchange pursuant to Section 2.10, 3.11, or
10.04.

Section 2.07. Replacement Notes. If any mutilated Note is surrendered to the Trustee,
the Company shall 1ssue and the Trustee shall authenticate and deliver in exchange therefore a
new Note of like tenor and principal amount and bearing a number not contemporaneously
outstanding. If the Holder of a Note claims that the Note has been lost, destroyed or wrongfully
taken, the Company shall issue and the Trustee shall authenticate a replacement Note if the
Trustee’s requirements are met. If required by the Trustee or the Company, an indemnity bond
shall be fumished by the Holder which is sufficient in the judgment of both to protect the
Company, the Trustee, any Agent or any authenticating agent from any loss which any of them
may suffer if a Note is replaced. The Company may charge for its expenses in replacing a Note.

Every replacement Note issued pursuant to the provisions of this Section 2.07 by virtue
of the fact that any Note is destroyed, lost or stolen shall constitute an additional contractual
obligation of the Company, whether or not the destroyed, lost or stolen Note shall be found at




any time, and shall be entitled to all the benefits of this Indenture equally and proportionally with
any and all other Notes duly issued hereunder.

Section 2.08. Outstanding Notes. The Notes outstanding at any time are all the Notes
authenticated by the Trustee except for (a) those canceled by it, {b) those delivered to it for
cancellation, and (c) those described in this Section as not outstanding.

If a Note is replaced pursuant to Section 2.07, it ceases to be outstanding unless the
Trustee receives proof satisfactory to it that the replaced Note is held by a bona fide purchaser.

If Notes are considered paid under Section 4.01, they cease to be outstanding and interest
on them ceases to accrue.

Except as provided in Section 2.09, a Note does not cease to be outstanding because the
Company or an Affiliate holds the Note.

Section 2.09. Treasury Notes. In determining whether the Holders of the required
principal amount of Notes have concurred in any direction, waiver or consent, Notes owned by
the Company or an Affiliate shall be disregarded, except that for the purposes of determining
whether the Trustee shall be protected in relying on any such directions, waiver or consent, only
Notes which the Trustee knows are so owned shall be so disregarded.

Section 2.10. Temporary Notes. Until definitive Notes are ready for delivery, the
Company may prepare and the Trustee shall authenticate temporary Notes. Temporary Notes
shall be substantially in the form of definitive Notes but may have variations that the Company
considers appropriate for temporary Notes. Without unreasonable delay, the Company shall
prepare and the Trustee shall authenticate and deliver definitive Notes in exchange for temporary
Notes.

Section 2.11. Cancellation. The Company at any time may deliver Notes to the
Trustee for cancellation. The Registrar and Paying Agent shall forward to the Trustee any Notes
surrendered to them for registration of transfer, exchange or payment. The Trustee shall cancel
all Notes surrendered for registration of transfer, exchange, payment or cancellation and shall
dispose of canceled Notes in the manner specified in Section 3.12. Subject to Section 2.10, the
Company may not issue new Notes to replace Notes that it has paid or delivered to the Trustee
for cancellation.

Section 2.12. Defaulted Interest. If the Company fails to make a payment of interest
on the Notes, it shall pay such interest thereafter in any lawful manner. It may pay such interest,
plus any interest payable on it, to the persons who are Holders on a subsequent special record
date. The Company shall fix such special record date and payment date by written notice to the
Trustee. Such special record date shall not be less than ten (10) days prior to the payment date of
such defaulted interest. The Company shall notify the Trustee, in writing, of the amount of
defaulted interest proposed to be paid on each Note and the date of the proposed payment, and at
the same time the Company shall deposit with the Trustee an amount of money equal to the
aggregate amount proposed to be paid in respect of such defaulted interest or shall make
arrangements satisfactory to the Trustee for such deposit prior to the date of the proposed
payment. Such money shall be held in trust by the Trustee for the benefit of the person or




persons entitled to such defaulted interest as provided in this section. At least five (5) days
before such record date, the Company shall mail to the Holders a notice that states the record
date, payment date and amount of such interest to be paid.

Section 2.13. Guarantees of Obligations. All obligations of the Company pursuant to
this Indenture and with respect to the Notes are being guaranteed by two (2) Affiliates of the
Company, Estridge Development Company, Inc., and Paul E. Estridge Corp. (the “Guarantors”),
pursuant to Guaranty Agreements, all of even date herewith and executed by the Guarantors in
favor of the Trustee and for the benefit of the Noteholders. The Trustee is authonized to execute,
deliver, comply with and enforce the Guaranty Agreement and any amendments to the Guaranty
Agreement, provided such execution, delivery, compliance and enforcement is not inconsistent
with the terms of this Indenture.

ARTICLE 3. REDEMPTION

The Notes shall be subject to redemption prior to maturity only as provided in this
Article.

Section 3.01. Optional Redemption Prior to Maturity; Redemption Price. The
Company may, at its option, at any time and from time to time on or after January 1, 2008,
redeem outstanding Notes in whole or in part for a price equal to the outstanding principal
amount of the Notes being redeemed together with Accrued Interest to the redemption date.

Section 3.02. Redemption at Death Notes owned by a deceased Holder may be
tendered to the Company for redemption within sixty (60) days after the date of death by
delivery of the Notes to the Trustee along with a written demand for redemption. The Trustee
shall promptly notify the Company of any such redemption request. Notes tendered for
redemption under this provision will be redeemed for a price equal to the outstanding principal
balance plus Accrued Interest to the redemption date, provided the Company shall not be
obligated to redeem more than $100,000 in Notes in any twelve (12) month period on a first
tendered, first redeemed basis. If the redemption request in any twelve (12) month period
exceeds $100,000, the excess requests shall carry over to the subsequent twelve (12) month
period unless the Holder indicates in writing to the contrary. Subject to the foregoing, the
Company shall redeem Notes tendered in respect of a Holder of the Note within sixty (60} days
from the date it receives notice of the request for redemption from the Trustee.

Section 3.03. Maintenance of Total Shareholders’ Equity. If the Total Shareholders’
Equity of the Company at the end of any two (2) consecutive fiscal quarters is less than $20.0
million, then the Company shall, within sixty (60) days following the end of such fiscal quarter,
engage a consultant or other financial advisor satisfactory to the Trustee to assist the Company in
its efforts to increase Equity. If the Equity drops to less than $13.0 million for four (4)
consecutive fiscal quarters following the Company’s engagement of the consultant or advisor,
then the Company shall offer to redeem (the “Offer”) on the last day of the fiscal quarter next
following such fourth fiscal quarter (and on the last day of each fiscal quarter thereafter until
such time as Equity shall equal or exceed $13.0 million) (each, a “Redemption Date™) ten
percent (10%) of the aggregate principal amount of Notes then outstanding (the “Offer Amount”)
at a redemption price equal to their principal amount plus Accrued Interest to the respective




Redemption Date. The Company may credit against its obligation to redeem Notes pursuant to
this Section the principal amount of (i) Notes acquired by the Company and surrendered for
cancellation otherwise than pursuant to this Section and (i1) Notes redeemed or called for
redemption pursuant to Section 3.01 or 3.02. In no event shall the failure to meet the Equity
stated above at the end of any fiscal quarter be counted toward the making of more than one
Offer.

The Company shall provide the Trustee with notice of the Offer at least sixty (60) days
before any such Redemption Date. The Company shall notify the Trustee promptly after the
occurrence of any of the events specified in this Section.

Notice of an Offer shall be mailed by the Trustee not less than thirty (30) days nor more
than forty-five (45) days before the Redemption Date to the Holders of all Notes at each Holder’s
last address as it appears on the register. The Offer shall remain open from time of mailing until
five (5) days before the Redemption Date. The notice shall contain all instructions and materials
necessary to enable such Holders to tender Notes pursuant to the Offer. The notice, which shall
govern the terms of the Offer, shall state, in addition to the requirements set forth in Section
3.07, the following:

(a) that the Offer is being made pursuant to this Section 3.03;
(b)  the Offer Amount, the redemption price and the Redemption Date;

(c) that any Note not tendered or accepted for payment will continue to
Accrue interest;

(d) that Holders electing to have a Note redeemed pursuant to an Offer will be
required to surrender the Note to the Paying Agent at the address specified in the notice at
least five (5) days before the Redemption Date;

(e) that if Notes in a Principal amount in excess of the Offer Amount are
tendered pursuant to the Offer, the Company shall redeem Notes on a pro rata basis (with
adjustments as may be deemed appropriate by the Company so that only Notes in
denominations of $1,000 or integral muitiples of $1,000 shall be redeemed; and

) that Holders whose Notes were redeemed only in part will be issued new
Notes as set forth in Section 3.11.

Before a Purchase Date, the Company shall (1) accept for payment Notes or portions
thereof properly tendered pursuant to the Offer, (ii) deposit with the Paying Agent money
sufficient to pay the redemption price of all Notes or portions thereof so accepted and (i1i) deliver
to the Trustee an Officer’s Certificate stating the Notes or portions thereof accepted for payment
by the Company. The Paying Agent shall promptly mail or deliver to Holders of Notes so
accepted payment in an amount equal to the redemption price, and the Trustee shall promptly
authenticate and mail or deliver to such Holders a new Note equal in principal amount to any
unredeemed portion of the Note surrendered. Any Notes not so accepted shall be promptly
mailed or delivered by the Trustee to the Holder thereof.




Section 3.04. Offer to Purchase upon Change in Control. If at any time there shall
occur a Change of Control, the Company shall make an offer (the “Change of Control Offer”) to
each Holder to redeem in $1,000 increments such Holder’s Notes at a redemption price equal to
100% of the aggregate principal amount thereof plus Accrued Interest, if any, to the date of
redemption, which shall not be more than ninety (90) days after the occurrence of the Change of
Control.

The Company will provide the Trustee with notice of the Change of Control Offer within
thirty (30) days following a Change of Control. The Company shall notify the Trustee promptly
after the occurrence of any of the events specified in this Section.

Notice of a Change of Control Offer shall be mailed by the Trustee not less than thirty
(30) days nor more than forty-five (45) days before the Redemption Date to the Holders of all
Notes at each Holder’s last address as it appears on the register. The Change of Control Offer
shall remain open from time of mailing until five (5) days before the Redemption Date. The
notice shall contain all instructions and materials necessary to enable such Holders to tender
Notes pursuant to the Change of Control Offer. The notice, which shall govern the terms of the
Change of Control Offer, shall state, in addition to the requirements set forth in Section 3.07, the
following:

(a) that the Change of Control Offer is being made pursuant to this Section
3.04;

(b)  the Offer Amounts, the redemption price and the Redemption Date;

(c) that any Note not tendered or accepted for payment will continue to
Accrue interest;

(d)  that Holders electing to have a Note redeemed pursuant to a Change of
Control Offer will be required to surrender the Note to the Paying Agent at the address
specified in the notice at least five (5} days before the Redemption Date; and

(e) that Holders whose Notes were redeemed only in part will be issued new
Notes as set forth in Section 3.11.

Before a Redemption Date, the Company shall (i) accept for payment Notes or portions
thereof properly tendered pursuant to the Change of Control Offer, (ii) deposit with the Paying
Agent money sufficient to pay the purchase price of all Notes or portions thereof so accepted and
(iii} deliver to the Trustee an Officer’s Certificate stating the Notes or portions thereof accepted
for payment by the Company. The Paying Agent shall promptly mail or deliver to Holders of
Notes so accepted payment in an amount equal to the redemption price, and the Trustee shall
promptly authenticate and mail or deliver to such Holders a new Note equal in principal amount
to any unredeemed portion of the Note surrendered. Any Notes not so accepted shall be
promptly mailed or delivered by the Trustee to the Holder thergof.

Section 3.05. Notices to Trustee. If Notes are to be redeemed pursuant to Section
3.01, Section 3.02, Section 3.03 or Section 3.04, the Company shall notify the Trustee of the
redemption date and the Principal amount of Notes to be redeemed. The Company’s notice shall




specify the circumstances pursuant to which it intends to redeem Notes. In addition, if Notes are
to be redeemed pursuant to Section 3.01, the Company shall deliver to the Trustee an Officers’
Certificate certifying resolutions of the Board of Directors authorizing the redemption and an
Opinion of Counsel with respect to the due authorization of such redemption and that such
redemption is being made in accordance with this Indenture and the Notes and does not violate
any other agreement binding on the Company.

If the Company wants to credit aganst any such redemption Notes it has not previously
delivered to the Trustee for cancellation, it shall deliver the Notes with the notice.

Section 3.06. Selection of Notes to be Redeemed. If less than all the Notes are to be
redeemed pursuant to Section 3.01 or Section 3.03, the Trustee shall select the Notes to be
redeemed pro rata or by lot or such other method as it deems fair and appropriate. The Trustee
shall make the setection from Notes outstanding and not previously calied for redemption, in the
case of a redemption pursuant to Section 3.01, or from Notes tendered in response to an Offer, in
the case of a redemption pursuant to Section 3.03. Notes and portions of them it selects shall be
in amounts of $1,000 or whole multiples of $1,000. Provisions of this Indenture that apply to
Notes called for redemption also apply to portions of Notes called for redemption.

Section 3.07. Notice of Redemption. At least thirty (30) days but not more than sixty
(60) days before a redemption date pursuant to Section 3.01, the Company shall mail a notice of
redemption to each Holder whose Notes are to be redeemed at the Holder’s last address as it
appears upon the register and shall send a copy to the Trustee.

The notice shall identify the Notes to be redeemed and shall state:
(a) the redemption date;

(b) the redemption price and that Accrued Interest, if any, will be paid up to
the redemption date;

(c) the name and address of the Paying Agent;

(d) that the Notes called for redemption must be surrendered to the Paying
Agent to collect the redemption price and Accrued Interest, if any;

(¢)  that, unless the Company defaults in making the redemption payment,
interest on Notes called for redemption ceases to accrue on and after the redemption date;
and

) if any Note is being redeemed in part, the portion of the principal amount
(equal to $1,000 or any integral multiple thereof) of such Note to be redeemed and that,
on or after the redemption date, upon surrender of such Note, a new Note or Notes in
principal amount equal to the unredeemed portion thereof will be issued.

At the Company’s request, the Trustee shall give the notice of redemption in the
Company’s name and at its expense.
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Section 3.08. Effect of Notice of Redemption. Once notice of redemption is mailed,
Notes called for redemption become due and payable on the specified redemption date at the
redemption price.

Section 3.09. Deposit of Redemption Price. At least one business day before the
redemption date, the Company shall deposit with the Paying Agent money {which shall be in
immediately available funds and which must be received by such Paying Agent prior to 3:00
p.m., Indianapolis time) suffictent to pay the redemption price on all Notes to be redeemed on
that date. The Paying Agent shall return to the Company any money or property not required for
that purpose.

Section 3.10. Notes Payable on Redemption Date. Notice of redemption having been
given as aforesaid, the Notes to be redeemed shall, on the specified redemption date, become due
and payable at the redemption price as provided herein upon surrender of such Notes for
redemption. If any Notes called for redemption shall not be paid upon surrender thereof for
redemption, the Principal and Accrued Interest shall, until paid or duly provided for, bear interest
from the redemption date at the rate set forth in the Notes, if legally permissible, until payment in
full of the redemption price.

Section 3.11. Notes Redeemed in Part. Upon surrender of a Note that is redeemed in
part, the Trustee shall authenticate for the Holder a new Note or Notes equal in aggregate
principal amount to the unredeemed portion of the Note surrendered.

Section 3.12. Cancellation. All Notes which have been redeemed pursuant to this
Article shall be canceled and cremated or otherwise destroyed by the Trustee and shall not be
reissued, and counterparts of a certificate of cremation or other destruction evidencing such
destruction shall be furnished by the Trustee to the Company.

Section 3.13. Notes Tendered but not Redeemed. Any Notes tendered for redemption
under Section 3.02 or Section 3.03 but not redeemed as a result of the repurchase limitations
shall be returned to the Holder and shall continue to be outstanding hereunder.

ARTICLE 4. COVENANTS

Section 4.01. Payment of Notes. The Company shall punctually pay the Principal and
Accrued Interest on the Notes on the dates and in the manner provided in the Notes and in this
Indenture. Principal and Accrued Interest shall be considered paid on the date due if the Paying
Agent holds on that date money sufficient to pay all Principal and Accrued Interest then due.

The Company shall pay interest on overdue Principal at the rate borne by the Notes; it
shall pay interest on overdue instaliments of interest at the same rate to the extent lawful.

Section 4.02. Debt Service Reserve Fund. On the date Notes are first issued
hereunder, the Company shall deposit a sum equal to six (6) months interest on the Notes in the
Debt Service Reserve Fund (the “Fund”) established by the Trustee for use to pay Principal and
Accrued Interest on the Notes in the event other monies provided by the Company for such
purpose are insufficient. If the amount available in the Debt Service Reserve Fund is at any time
less than six (6) months interest on the Notes, the Company shall within ninety (90) days after
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receipt of notice of such deficiency, deposit sufficient monies with the Trustee in order to bring
the balance of the Debt Service Reserve Fund back to a sum equal to six (6) months interest.

Upon deposit with the Trustee of monies sufficient to pay all Principal and Accrued
Interest on all Notes then outstanding, and upon satisfaction of all claims against the Company
under this Indenture, or upon the making of adequate provisions for the payment of such
amounts as permitted by the Indenture, all monies remaining in the Debt Service Reserve Fund,
except monies necessary to pay Principal and Accrued Interest on the outstanding Notes, shall be
remitted to the Company.

The Trustee shall invest such amounts being held in the Fund in Qualified Investments
pending their use and the Trustee is authorized to withdraw monies from the Fund at any time to
the extent monies provided by the Company are insufficient to pay Principal and Accrued
Interest on the Notes when due. So long as there shall be no Event of Default hereunder and the
Company shall maintain the required amount in the Fund, the Trustee shall remit to the Company
from time to time any interest or other amounts eamed on the Fund.

Section 4.03. Annual Reports.

(a) The Company shall file with the Trustee and Indiana Securities, LLC (the
“Placement Agent”), within five (5) days of availability, but in no event later than 90
days from the end of each fiscal year, the internal unaudited financial statements for such
year and in no event later than 120 days from the end of the fiscal year its audited
financial statements for such year reported on and certified by an independent certified
accountant with, at most, a qualification related to FIN 46. Upon written request from
any Holder, the Placement Agent shall send to such Holder copies of the Company’s
audited financial statements,

(b) So long as any of the Notes remain outstanding, the Company shall cause
any quarterly or other financial report prepared by the Company for general distribution
to the shareholders of the Company, excluding internal management reports, to be filed
with the Trustee and the Placement Agent. Upon written request from any Holder, the
Placement Agent shall send to such Holder a copy of any reports filed by the Company
with the Placement Agent.

Section 4.04. Compliance Certificate.

(@)  The Company shall deliver to the Trustee and the Placement Agent within
ninety (90) days after the end of each fiscal year of the Company, an Officers’
Certificate, stating that a review of the activities of the Company and its Subsidiaries
during the preceding fiscal year has been made under the supervision of the signing
Officers with a view to determining whether the Company has kept, observed, performed
and fulfilled its obligations under this Indenture, and further stating, as to each such
Officer signing such certificate, that to the best of his knowledge the Company has kept,
observed, performed and fulfilled each and every covenant contained in this Indenture
and is not in default in the performance or observance of any of the terms, provisions or
conditions hereof (or, if a Default or Event of Default shall have occurred, describing all
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such Defaults or Events of Default of which he may have knowledge and the status
thereof).

(b) The Company shall, so long as any of the Notes are outstanding, deliver to
the Trustee, forthwith upon (but in any case within ten (10) days of) becoming aware of
any Default, Event of Default or default in the performance of any covenant, agreement
or condition contained in this Indenture, an Officers’ Certificate specifying such Default
or Event of Default and the status thereof.

Section 4.05. Payment of Taxes and Other Claims. The Company will pay or
discharge or cause to be paid or discharged, and will cause each of its Subsidiaries to pay or
discharge, before the same shall become delinquent, (1) all taxes, assessments and governmental
charges, if any, levied or imposed upon it or upon its income, profits or property, and (2) all
lawful claims for labor, materials and supplies which, if unpaid, might by law become a lien
upon its property; provided, however, that neither the Company nor any Subsidiary shall be
required to pay or discharge or cause to be paid or discharged any such tax, assessment, charge
or claim whose amount, applicability or validity is being contested in good faith by appropriate
proceedings; and provided, further, that adequate book reserves (in the opinion of the Company’s
independent accountants) have been established with respect thereto; and provided, further, that
the Company’s or such Subsidiary’s title to, and right to use, such property is not materially
adversely affected thereby.

Section 4.06. Maintenance of Properties. The Company will cause all its properties
used or useful i the conduct of its business to be maintained and kept in good condition, repair
and working order and supplied with all necessary equipment and will cause to be made all
necessary repairs, renewals, replacements, betterments and improvements thereof, all as in the
judgment of the Company may be necessary so that the business carried on in connection
therewith may be properly and advantageously conducted at all times; provided, however that
nothing in this Section shall prevent the Company from discontinuing the maintenance and
operation of any such properties if such discontinuance is, in the judgment of the Company,
desirable in the conduct of its business and not disadvantageous in any material respect to the
Holders.

Section 4.07. Restricted Payments. The Company shall not make any distribution or
payment on its shares of common stock or to its shareholders, as shareholders (other than
distributions to shareholders to the extent necessary to pay the shareholders’ income tax
liabilities associated with the Company and distributions payable in additional shares of common
stock), or purchase, redeem or otherwise acquire or retire for value any shares of common stock
of the Company (collectively, “Restricted Payments™), if, at the time of such Restricted Payment,
after giving effect thereto, a Default or an Event of Default shall have occurred and be
continuing.

Section 4.08. Corporate Existence. The Company will do or cause to be done all
things necessary to preserve and keep in full force and effect its corporate existence and will
comply with all laws applicable to it, provided, however, that nothing in this Section shall
prevent (i) the merger of any Subsidiary with or into the Company or (ii) any consolidation or
merger of the Company with or into another entity or (iii) the sale, transfer or lease of all or
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substantially all of the assets of the Company or (iv) the dissolution and liquidation of the
Company following such a transfer or sale so long as the provisions of Section 3.04 and Section
5.01 are observed.

Section 4.09. Prepayments of Affiliate Debt. The Company will not, and will not
cause or permit any Subsidiary to, prepay any indebtedness owed to an Affiliate of the Company
but principal payments required by the terms of applicable promissory notes may be made,
provided that at the time of such payment and after giving effect to such payment, no Default or
Event of Default shall have occurred or be continuing.

Section 4.10. Transactions with Affiliates. Notwithstanding any other provision
hereof, the Company will not, and will not cause or permit any Subsidiary to, directly or
indirectly, enter into any transaction including but not limited to any loan, advance, capital
contribution or transfer with any Affiliate of the Company outside of the ordinary course of the
Company’s business, unless determined in good faith by the Board of Directors by resolution to
be fair and reasonable to the Company or such Subsidiary and not materially adverse to the
interests of the Holders (and a copy of such resolution is delivered to this Trustee with an
Officer’s Certificate).

Section 4.11. Transfers of Material Assets. The Company will not, and will not cause
or permit any Subsidiary to, sell, lease, transfer or otherwise dispose of, in any transaction or
series of transactions outside the Company’s ordinary course of business, any material portion of
its property or assets (including interests in its Subsidiaries) outside the ordinary course of
business unless such transaction or series of transactions is determined in good faith by the
Board of Directors to be fair and reasonable to the Company or such Subsidiary {(and a copy of
such resolution is delivered to the Trustee with an Officer’s Certificate).

ARTICLE 5. SUCCESSORS

Section 5.01. When Company May Merge, Etc. The Company shall not consolidate
or merge with or into, or transfer, sell or lease all or substantially all of its assets to any person
unless (1) the entity formed by such consolidation or into which the Company is merged or the
person which acquires by conveyance or transfer the properties and assets of the Company
substantially as an entirety (i) shall have its principal office in the United States of America, (ii)
shall, after giving effect to such consolidation, merger, conveyance or transfer, have a net worth
equal to or greater than that of the Company immediately prior to the transaction and (iii) shall
expressly assume, by an indenture supplemental hereto, executed and delivered to the Trustee, in
form satisfactory to the Trustee, the due and punctual payment of the Principal of, and Accrued
Interest on all the outstanding Notes and the performance of every covenant of this Indenture on
the part of the Company to be performed or observed; (2) immediately after giving effect to such
transaction, no Event of Default, and no event which, after notice or lapse of time, or both, would
become an Event of Default, shall have happened and be continuing; (3) the provisions of
Section 3.04, if applicable, shall have been complied with; and (4) the Company has delivered to
the Trustee an Officers’ Certificate and an Opinion of Counsel each stating that such
consolidation, merger, conveyance or transfer and such supplemental indenture comply with this
Article and that all conditions precedent herein provided for relating to such transaction have
been complied with.
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ARTICLE 6. SUBORDINATION

Section 6.01. Agreement to Subordinate. The Company, for itself and its successors,
and each Holder, by accepting Notes, agrees that the payment of the Principal and Accrued
Interest on or any other amounts due on the Notes are subordinated and subject in right of
payment to the extent and in the manner stated in this Article 6, to the prior payment in full of all
Senior Indebtedness. Each Holder by accepting Notes authorizes and directs the Trustee on
behalf of such Holder to take such action as may be necessary or appropriate to effectuate, as
between the holders of Senior Indebtedness and such Holder, the subordination provided in this
Article 6 and appoints the Trustee attorney-in-fact for such Holder for such purpose.

This Article 6 shall constitute a continuing offer to all Persons who, in reliance upon such
provisions, become holders of, or continue to hold, Senior Indebtedness, and such provisions are
made for the benefit of the holders of Senior Indebtedness and such holders are made obligees
hereunder and they and/or each of them may enforce such provisions.

Section 6.02. Company Not to Make Payments with Respect to Notes in Certain
Circumstances. Upon the maturity of any Senior Indebtedness by lapse of time, acceleration
(unless waived) or otherwise, all principal thereof and interest thereon shall first be paid in full,
or such payment duly provided for in cash or in a manner satisfactory to the holders of such
Senior Indebtedness, before any payment is made on account of the Principal of or Accrued
Interest on the Notes or to acquire any of the Notes.

In the event that notwithstanding the provisions of this Section 6.02 the Company shall
make any payment to the Trustee on account of the Principal of or Accrued Interest on the Notes
after the happening of a default in payment of the principal of or interest on Senior Indebtedness
then, unless and until such default shall have been cured or waived or shall have ceased to exist,
such payment (subject to the provisions of Sections 6.06 and 6.07) shall be held by the Trustee,
in trust for the benefit of, and shall be paid forthwith over and delivered to, the holders of Senior
Indebtedness (pro rata as to each of such holders on the basis of the respective amounts of Senior
Indebtedness held by them) or their representative or the trustee under the indenture or other
agreement (if any) pursuant to which Senior Indebtedness may have been issued, as their
respective interests may appear, for application to the payment of all Senior Indebtedness
remaining unpaid to the extent necessary to pay all Senior Indebtedness in full in accordance
with its terms, after giving effect to any concurrent payment or distribution to or for the holders
of Senior Indebtedness.

The Company shall give prompt written notice to the Trustee of any default in the
payment of principal of or interest on any Senior Indebtedness, provided that the effectiveness
and enforceability of the provisions of this Article 6 shall not be conditioned on the Company
giving or having given such notice.

Section 6.03. Notes Subordinated to Prior Payment of All Senior Indebtedness on
Dissolution, Liguidation or Reorganization of the Company. Upon any distribution of assets
of the Company in any dissolution, winding up, liquidation or reorganization of the Company
(whether in bankruptcy, insolvency or receivership proceedings or upon an assignment for the
benefit of creditors or otherwise):
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(a) the holders of all Senior Indebtedness shall first be entitled to receive
payment in full of the principal thereof and interest due thereon before the Holders of the
Notes are entitled to receive any payment on account of the principal of or interest on the
Notes;

(b)  any payment or distribution of assets of the Company of any kind or
character, whether in cash, property or securities, to which the Holders of the Notes or the
Trustee on behalf of the Holders of the Notes would be entitled except for the provisions
of this Article 6, including any such payment or distribution which may be payable or
deliverable by reason of the payment of the Notes, shall be paid by the liquidating trustee
or agent or other Person making such payment or distribution directly to the holders of
the Senior Indebtedness or their representative, or to the trustee under any indenture
under which Senior Indebtedness may have been issued (pro rata as to each such holder,
representative or trustee on the basis of the respective amounts of unpaid Senior
Indebtedness held or represented by each), to the extent necessary to make payment in
full of all Senior Indebtedness remaining unpaid, after giving effect to any concurrent
payment or distribution or provisions therefore to the holders of such Sentor
Indebtedness; and

(¢)  in the event that notwithstanding the foregoing provisions of this Section
6.03, any payment or distribution of assets of the Company of any kind or character,
whether in cash, property or securities, including any such payment or distribution which
may be payable or deliverable by reason of the payment of any other indebtedness of the
Company being subordinated to the payment of the Notes, shall be received by the
Trustee or the Holders of the Notes on account of principal of or interest on the Notes
before all Senior Indebtedness is paid in full, or effective provision made for its payment,
such payment or distribution (subject to the provisions of Section 6.06 and 6.07) shall be
received and held in trust for and shall be paid over to the holders of the Senior
Indebtedness remaining unpaid or unprovided for or their representative, or to the trustee
under any indenture under which such Senior Indebtedness may have been issued (pro
rata as provided as in subsection (b} above), for application to the payment of such Senior
Indebtedness until all such Senior Indebtedness shall have been paid in full, after giving
effect to any concurrent payment or distribution or provision therefore to the holders of
such Senior Indebtedness.

The Company shall give prompt written notice to the Trustee of any dissolution, winding

up, liquidation or reorganization of the Company.

Section 6.04. Noteholders to be Subrogated to Rights of Holders of Senior

Indebtedness. Subject to the payment in full of all Senior Indebtedness, the Holders of the
Notes shall be subrogated equally and ratably to the rights of the holders of the Senior
Indebtedness to receive payments or distributions of assets of the Company applicable to the
Senior Indebtedness until all amounts owing on the Notes shall be paid in full, and for the
purpose of such subrogation no payments or distributions to the holders of the Senior
Indebtedness by or on behalf of the Company or by or on behalf of the Holders of the Notes by
virtue of this Article 6 which, but for this Article 6, would have been made to the Holders of the
Notes shall, as among the Company, its creditors other than holders of the Senior Indebtedness
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and the Holders of the Notes, be deemed to be payment by the Company to or on account of the
Senior Indebtedness, it being understood that the provisions of this Article 6 are intended solely
for the purpose of defining the relative rights of the Holders of the Notes, on the one hand, and
the holders of the Senior Indebtedness on the other hand.

Section 6.05. Obligation of the Company Unconditional. Nothing contained in this
Article 6 or elsewhere in this Indenture or in any Note is intended to or shall impair, as between
the Company and the Holders of the Notes, the obligation of the Company, which is absolute and
" unconditional, to pay to the Holders of the Notes the principal of and interest on the Notes as and
when the same shall become due and payable in accordance with their terms, or is intended to or
shall affect the relative rights of the Holders of the Notes and creditors of the Company other
than the holders of the Senior Indebtedness, nor shall anything herein or therein prevent the
Trustee or the Holder of any Note from exercising all remedies otherwise permitted by
applicable law upon default under this Indenture, subject to the rights, if any, under this Article 6
of the holders of Senior Indebtedness in respect of cash, property or securities of the Company
received upon the exercise of any such remedy. Upon any distribution of assets of the Company
referred to in this Article 6, the Trustee, subject to the provisions of Section 8.01 and 8.02, and
the Holders of the Notes shall be entitled to rely upon any order or decree made by any court of
competent jurisdiction in which such dissolution, winding up, liquidation or reorganization
proceedings are pending, or a certificate of the liquidating trustee or agent or other Person
making any distribution to the Trustee or the Holders of the Notes, for the purpose of
ascertaining the Persons entitled to participate in such distribution, the holders of the Senior
Indebtedness and other indebtedness of the Company, the amount thereof or payable thereon, the
amount or amounts paid or distributed thereon and all other facts pertinent thereto or to this
Article 6.

Nothing contained in this Article 6 or elsewhere in this Indenture or in any Note is
intended to or shall affect the obligation of the Company to make, or prevent the Company from
making, at any time except during the pendency of any dissolution, winding up, liquidation or
reorganization proceeding, and except during the continuance of any default specified in Section
6.02 (not cured or waived), payments at any time of the Principal of or Accrued Interest on the
Notes.

Section 6.06. Knowledge of Trustee. Notwithstanding any provision of this Indenture,
the Trustee shall not be charged with knowledge of the existence of any facts which would
prohibit the making of any payment of monies to or by the Trustee until two days after the
Trustee shall have received written notice thereof from the Company, any Noteholder or any
Paying Agent or the holder or representative of any class of Senior Indebtedness.
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Section 6.07. Application by Trustee of Monies Deposited with It. If at least two
days prior to the date on which by the terms of this Indenture any monies deposited with the
Trustee or any Paying Agent may become payable for any purpose (including, without
limitation, the payment of either the principal of or the interest on any Note) the Trustee shall not
have received with respect to such monies the notice provided for in Section 6.06, then the
Trustee shall have full power and authority to receive such monies and to apply the same to the
purpose for which they were received and shall not be affected by any notice to the contrary
which may be received by it on or after such date. This Section shall be construed solely for the
benefit of the Trustee and Paying Agent and shall not otherwise affect the rights of holders of
such Senior Indebtedness.

Section 6.08. Subordination Rights Not Impaired by Acts or Omissions of
Company or Holders of Senior Indebtedness. No right of any present or future holders of any
Senior Indebtedness to enforce subordination as provided herein shall at any time in any way be
prejudiced or impaired by any act or failure to act on the part of the Company or by any act or
failure to act, in good faith, by any such holder, or by any noncompliance by the Company with
the terms of this Indenture, regardless of any knowledge thereof which any such holder may have
or be otherwise charged with. The holders of Senior Indebtedness may extend, renew, modify or
amend the terms of the Senior Indebtedness or any security therefore and release, sell or
exchange such security and otherwise deal freely with the Company, all without affecting the
liabilities and obligations of the parties to this Indenture or the Holders. No provision in any
supplemental indenture which affects the superior position of the holders of the Senior
Indebtedness shall be effective against the holders of the Senior Indebtedness who have not
consented thereto.

Section 6.09. Noteholders Authorize Trustee to Effectuate Subordination of Notes.
Each Holder of Notes by acceptance thereof authorizes and expressly directs the Trustee on its,
his or her behalf to take such action as may be necessary or appropriate to effectuate the
subordination provided in this Article 6 and appoints the Trustee its, his or her attorney-in-fact
for such purpose, including, in the event of any dissolution, winding up, liquidation or
reorganization of the Company (whether in bankruptcy, insolvency or receivership proceedings
or upon an assignment for the benefit of creditors or otherwise) tending towards liquidation of
the business and assets of the Company, the immediate filing of a claim for the unpaid balance of
its, his or her Notes in the form required in said proceedings and cause said claim to be approved.
If the Trustee does not file a proper claim or proof of debt in the form required in such
proceeding prior to 30 days before the expiration of the time to file such claim or claims, then the
holders of Senior Indebtedness have the right to file and are hereby authorized to file an
appropriate claim for and on behalf of the Holders of said Notes.

Section 6.10. Right of Trustee to Hold Senior Indebtedness. The Trustee shall be
entitled to all of the rights set forth in this Article 6 in respect of any Senior Indebtedness at any
time held by 1t to the same extent as any other holder of Senior Indebtedness and nothing in this
Indenture shall be construed to deprive the Trustee of any of its rights as such holder.

Section 6.11. Article Six Not to Prevent Events of Default. The failure to make a
payment on account of Principal or Accrued Interest by reason of any provision in this Article 6
shall not be construed as preventing the occurrence of any Event of Default under Section 7.01.
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ARTICLE 7. DEFAULTS AND REMEDIES

Section 7.01. Events of Defanlt. An “Event of Default” occurs if:

(a) the Company defaults in the payment of Accrued Interest on any Notes
when the same becomes due and payable;

(b)  the Company defaults in the payment of the Principal of any Notes when
the same becomes due and payable at maturity, upon redemption or otherwise;

(c) the Company fails to comply with any of its other agreements in the Notes
or the Indenture and the Default continues for the period and after the notice specified
below;

(d) a court having jurisdiction in the premises enters (A) a decree or order for
relief in respect of the Company in an involuntary case or proceeding under any
applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or
(B) a decree or order adjudging the Company as bankrupt or insolvent, or approving as
properly filed a petition seeking reorganization, arrangement, adjustment or composition
of or in respect of the Company under any applicable Federal or State law, or appointing
a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of
the Company or of any substantial part of its property, or ordering the winding up or
liquidation of its affairs, and the continuance of any such decree or order for relief or any
such other decree or order unstayed and in effect for a period of sixty (60) consecutive
days;

{(e) the Company commences a voluntary case or proceeding under any
applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or
any other case or proceeding to be adjudicated a bankrupt or insolvent, or consents to the
entry of a decree or order for relief in respect of the Company in an involuntary case or
proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization
or other similar law or to the commencement of any bankruptcy or insolvency case or
proceeding against it, or files a petition or answer or consent seeking reorganization or
relief under any applicable Federal or State law, or consents to the filing of such petition
or to the appointment of or taking possession by a custodian, receiver, liquidator,
assignee, trustee, sequestrator or similar official of the Company or of any substantial
part of its property, or makes an assignment for the benefit of creditors, or admits in
writing its inability to pay its debts generally as they become due;

H the Company defaults under any bond, note or other evidence of
indebtedness {other than nonrecourse indebtedness) for borrowed money in excess of
$25,000, including but not limited to Senior Indebtedness, and such default shall be the
result of the Company’s failure to pay any portion of the principal or interest of such
indebtedness when due (after the expiration of any applicable grace period with respect
thereto) or shall have resulted in such indebtedness becoming or being declared due and
payable prior to the date on which it would otherwise have become due and payable; or
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() one or more judgments or decrees entered against the Company or any
Subsidiary ordering payment (not paid or fully covered by insurance) of $25,000 or more
in the case of one such judgment or decree and $250,000 or more in the aggregate for all
such judgments and decrees for the Company and all its subsidiaries and all such
judgments and decrees have not been vacated, discharged, stayed or bonded pending
appeal within 60 days from the entry thereof.

A Default under clause (c) is not an Event of Default until the Trustee or the Holders of at
least 25% in principal amount of the Notes notify the Company of the Default and the Company
does not cure the Default within thirty (30) days afier receipt of the notice. The notice must
specify the Default, demand that it be remedied and state that the notice is a “Notice of Default.”

Section 7.02. Acceleration. If an Event of Default (other than an Event of Default
described in paragraphs (d) and (e) of Section 7.01 of this Indenture) occurs and is continuing,
the Trustee by wrtten notice to the Company, or the Holders of at least 25% in aggregate
principal amount of the outstanding Notes by written notice to the Company and the Trustee,
may declare the principal of and Accrued Interest on all the Notes to be due and payable. Upon
such declaration the Principal and Accrued Interest shall become immediately due and payable.
In case of an Event of Default described in paragraph (d) or paragraph (e) of Section 7.01 of this
Indenture, such amount shall be due and payable without any declaration or any act on the part of
the Trustee or the Holders. Holders of a majority in principal amount of the Notes by notice to
the Trustee (or the Trustee acting alone if the Trustee declared the acceleration) may rescind an
acceleration and its consequences if (i) the rescission would not conflict with any judgment or
decree, (ii) all existing Events of Default have been cured or waived except nonpayment of
principal or Accrued Interest that has become due solely because of the acceleration, (iii) to the
extent the payment of such Accrued Interest is lawful, interest on overdue installments of
Accrued Interest and overdue principal, which has become due otherwise than by the declaration
of acceleration, has been paid, and (iv) in the event of the cure or waiver of a Default or Event of
Default under Section 7.01(f), the Trustee shall have received an Officers’ Certificate or an
Opinion of Counsel that such Default or Event of Default has been cured or waived.

Section 7.03. Other Remedies. If an Event of Default occurs and is continuing, the
Trustee may, subject to Article 6, pursue any available remedy to collect the payment of
Principal or Accrued Interest on the Notes or to enforce the performance of any provision of the
Notes or this Indenture.

The Trustee may maintain a proceeding even if it does not possess any of the Notes or
does not produce any of them in the proceeding. A delay or omission by the Trustee or any
Holder in exercising any right or remedy accruing upon an Event of Default or a Default shall
not impair the right or remedy or constitute a waiver of or acquiescence in the Event of Default.
All remedies are cumulative to the extent permitted by law.

Section 7.04. Waiver of Past Defaults. The Holders of a majority in principal amount
of the Notes by notice to the Trustee may waive an existing Default and its consequences except
a Default in the payment of the principal of, redemption price or interest on any Notes which
may only be waived by all affected Holders of Notes and the Trustee.
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Section 7.05. Control of Majority. The Holders of a majority in principal amount of
the Notes may direct the time, method and place of conducting any proceeding for any remedy
available to the Trustee or exercising any trust or power conferred on it. However, the Trustee
may refuse to follow any direction that conflicts with law or this Indenture, is unduly prejudicial
to the rights of other Holders of Notes, or would involve the Trustee in personal liability. The
Company may, but shall not be obligated to fix a record date for the purpose of determining the
Holders entitled to vote on the direction of any such proceeding.

Section 7.06. Limitation on Suits. A Holder of Notes may pursue a remedy with
respect to this Indenture or the Notes only subject to Article 6 and only if:

(a) the Holder gives to the Trustee notice of a continuing Event of Default;

(b)  the Holders of at least 25% in principal amount of the Notes make a
request to the Trustee to pursue the remedy;

(c) such Holder or Holders offer to the Trustee indemnity satisfactory to the
Trustee against any loss, hability or expense;

(d) the Trustee does not comply with the request within sixty (60) days after
receipt of the request and the offer of indemnity; and

(e)  during such sixty (60) day period the Holders of a majority in principal
amount of the Notes do not give the Trustee a direction inconsistent with the request.

A Holder of Notes may not use this Indenture to prejudice the rights of another Holder of
Notes or to obtain a preference or priority over another Holder of Notes.

Section 7.07. Rights of Holders to Receive Payment. Subject to the provisions of
Article 6 and Section 7.02 of this Indenture, notwithstanding any other provision of this
Indenture, the right of any Holder of a Note to receive payment of principal and interest on the
Notes, on or after the respective due dates expressed in the Notes, or to bring suit for the
enforcement of any such payment on or after such respective dates, shall not be impaired or
affected without the consent of the Holder.

Section 7.08. Collection Suit by Trustee. If an Event of Default occurs and is
continuing, the Trustee, subject to Article 6, may recover judgment in its own name and as
trustee of an express trust against the Company for the whole amount of principal and interest
remaining unpaid on the Notes.

Section 7.09. Trustee May File Proofs of Claim.

(a) In case of the pendency of any receivership, insolvency, liquidation,
bankruptcy, reorganization, arrangement, adjustment, composition or other judicial
proceeding relating to the Company or the property of the Company, the Trustee
(irrespective of whether the principal of the Notes shall then be due and payable as
therein expressed or by declaration or otherwise and irrespective of whether the Trustee
shall have given written notice of any demand on the Company for the payment of
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overdue principal or interest), subject to Article 6, shall be entitled and empowered, by
intervention in such proceeding or otherwise,

(i) to file and prove a claim for the whole amount of the principal and
interest owing and unpaid in respect of the Notes and to file such other papers or
documents as may be necessary or advisable in order to have the claims of the
Trustee (including any claim for the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel) and of the
Holders aliowed in such judicial proceeding, and

(i1) to collect and receive any monies or other securities or property
payable or deliverable upon the conversion or exchange of the Notes or upon any
such claims and to distribute the same; and any receiver, assignee, trustee,
liquidator, sequestrator (or other similar official) in any such judicial proceeding
is hereby authorized by each Holder to make such payments to the Trustee, and in
the event that the Trustee shall consent to the making of such payments directly to
the Holders, to pay to the Trustee any amount due to it for the reasonable
compensation, expenses, disbursements and advances of the Trustee, its agents
and counsel, and any other amounts due to the Trustee under Section 8.06 of this

Indenture.

(b)  Nothing herein contained shall be deemed to authorize the Trustee to
authorize or consent to or accept or adopt on behalf of any Holder any plan of
reorganization, arrangement, adjustment or composition affecting the Notes or the rights
of any Holder thereof, or to authorize the Trustee to vote in respect of the claim of any
Holder in any such proceeding.

Section 7.10. Priorities. If the Trustee collects any money pursuant to this Article, it
shall pay out the money in the following order:

First: to the Trustee for amounts due under Section 8.06 hereof;

Second: to Holders of Notes for amounts due and unpaid on the Notes for Principal and

Accrued Interest, ratably, without preference or priority of any kind, according to the amounts

due and payable on the Notes for Principal and Accrued Interest, respectively; and
Third: to the Company.

The Trustee may, from time to time, fix record dates and payment dates for any such
payments to Holders of Notes. Pending payment, the Trustee shall hold such monies in trust and
invest and reinvest them in Qualified Investments.

Section 7.11. Undertaking for Costs. In any suit for the enforcement of any right or
remedy under this Indenture or in any suit against the Trustee for any action taken or omitted by
it as Trustee, a court in its discretion may require the filing by any party litigant in the suit of an
undertaking to pay the costs of the suit, and the court in its discretion may assess reasonable
costs, including reasonable attorneys’ fees, against any party litigant in the suit, having due
regard to the merits and good faith of the claims or defenses made by the party litigant. This
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Section does not apply to a suit by the Company, the Trustee, a suit by a Holder pursuant to
Section 7.06, or a suit initiated by Holders of more than 10% in principal amount of the Notes.

ARTICLE 8. TRUSTEE
Section 8.01. Duties of Trustee.

(a) If an Event of Default has occurred and is continuing, the Trustee shall
exercise such of the rights and powers vested in it by this Indenture, and use the same
degree of care and skill in their exercise, as a prudent man would exercise or use under
the circumstances in the conduct of his own affairs.

{b)  Except during the continuance of an Event of Default:

(1)  The Trustee need perform only those duties that are specifically set
forth in this Indenture and no others.

(ii) In the absence of bad faith on its part, the Trustee may
conclusively rely, as to the truth of the statements and the correctness of the
opinions expressed therein, upon certificates or opinions furnished to the Trustee
and conforming to the requirements of this Indenture. However, the Trustee
shall examine the certificates and opinions to determine whether or not they
conform to the requirements of this Indenture.

(c) The Trustee may not be relieved from liability for its own gross negligent
action, its own gross negligent failure to act, or its own willful misconduct, except that:

(1) This paragraph does not limit the effect of paragraph (b) of this
Section.

(i} The Trustee shall not be liable for any error of judgment made in
good faith by a Trust Officer, unless it is proved that the Trustee was negligent
in ascertaining the pertinent facts.

(iii) The Trustee shall not be liable with respect to any action it takes or
omits to take in good faith in accordance with a direction received by it pursuant
to Section 7.05 of this Indenture.

(d)  Every provision of this Indenture that in any way relates to the Trustee 1s
subject to paragraphs (a), (b) and (c) of this Section.

(e) The Trustee may refuse to perform any duty or exercise any right or power
unless it receives indemnity satisfactory to it against any loss, liability or expense.

(£ The Trustee shall not be liable for interest on any money received by it.
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Section 8.02. Rights of Trustee.

(a) The Trustee may rely on any document believed by it to be genuine and to
have been signed or presented by the proper person. The Trustee need not investigate
any fact or matter stated in the document, unless it has reason to believe such fact or
matter is falsely represented.

(b)  Before the Trustee acts or refrains from acting, it may require an Officers’
Certificate or an Opinion of Counsel. The Trustee shall not be liable for any action it
takes or omits to take in good faith in reliance on such Certificate or Opinion or both.

(c) The Trustee may act through agents and shall not be responsible for the
misconduct or negligence of any agent appointed with due care.

(d) The Trustee shall not be liable for any action it takes or omits to take in
good faith which it believes to be authorized or within its rights or powers.

Section 8.03. Individual Rights of Trustee. The Trustee in its individual, trust, or any
other capacity may become the owner or pledgee of Notes and may otherwise deal with the
Company or an Affiliate with the same rights it would have if it were not Trustee. Any Agent
may do the same with the like rights. However, the Trustee is subject to Section 8.09 of this
Indenture.

Section 8.04. Trustee’s Disclaimer. The Trustee makes no representation as to the
validity or adequacy of this Indenture or the Notes, it shall not be accountable for the Company’s
use of the proceeds from the Notes, and it shall not be responsible for any statement in the Notes
other than its authentication.

Section 8.05. Notice of Defaults. If a Default occurs and is continuing and if the
Trustee has received notice of the Default, the Trustee shall mail to Holders a notice of the
Default within sixty (60) days after it occurs. Except in the case of a Default in payment on any
Notes, the Trustee may withhold the notice if and so long as a committee of its Trust Officers in
good faith determines that withholding the notice is in the best interest of Holders.

Section 8.06. Compensation and Indemnity. The Company shall promptly pay to the
Trustee, upon request, from time to time reasonable compensation for its services. The
Company shall reimburse the Trustee upon request for all reasonable out-of-pocket expenses
incurred by it. Such expenses shall include the reasonable compensation and out-of-pocket
expenses of the Trustee’s agents and counsel.

The Company shall indemnify the Trustee against any loss or liability incurred by it in
connection with its services hereunder, except as set forth in the next paragraph. The Trustee
shall notify the Company promptly of any claim for which it may seek indemnity.

The Company need not reimburse any expense or indemnify against any loss or liability
incurred by the Trustee through negligence, bad faith, or willful misconduct.
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To secure the Company’s payment obligations in this Section, the Trustee shall have a
lien prior to the Notes on all money or property held or collected by the Trustee, except that held
in trust to pay principal and interest on the Notes. Such lien shall survive the satisfaction and
discharge of this Indenture or any other termination under any bankruptcy law.

When the Trustee incurs expenses or renders services after an Event of Default specified
in Section 7.01{d) or () occurs, the expenses and the compensation for the services are intended
to constitute expenses of administration under any bankruptcy law.

Section 8.07. Replacement of Trustee. A resignation or removal of the Trustee and
appointment of a successor Trustee shall become effective only upon the successor Trustee’s
acceptance of appointment as provided in this Section.

The Trustee may resign by so notifying the Company. The Holders of a majority in
principal amount of the Notes may remove the Trustee by so notifying the Trustee and the
Company. The Company may remove the Trustee if:

(a)  the Trustee fails to comply with Section 8.09;

(b) the Trustee is adjudged a bankrupt or an insolvent;

(c) a receiver or public officer takes charge of the Trustee or its property; or
(d) the Trustee becomes incapable of acting,.

If the Trustee resigns or is removed or if a vacancy exists in the office of Trustee for any
reason, the Company shall promptly appoint a successor Trustee. Within one (1) year after the
successor Trustee takes office, the Holders of a majority in principal amount of the then
outstanding Notes may appoint a successor Trustee to replace the successor Trustee appointed by
the Company.

If a successor Trustee does not take office within sixty (60) days after the retiring Trustee
resigns or is removed, the retiring Trustee, the Company or the Holders of at least 10% of
principal amount of the Notes may petition any court of competent jurisdiction for the
appointment of a successor Trustee.

If the Trustee fails to comply with Section 8.09 hereof, any Holder may petition any court
of competent jurisdiction for the removal of the Trustee and the appointment of a successor
Trustee.

A successor Trustee shall deliver a written acceptance of its appointment to the retiring
Trustee and to the Company. Thereupon the resignation or removal of the retiring Trustee shall
become effective, and the successor Trustee shall have all the rights, powers and duties of the
Trustee under this Indenture. The successor Trustee shall mail a notice of its succession to the
Holders of the Notes. The retiring Trustee shall promptly transfer all property held by it as
Trustee to the successor Trustee, subject to the lien provided for in Section 8.06.
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Section 8.08. Successor Trustee by Merger, Etc. If the Trustee consolidates, merges
or converts into, or transfers all or substantially all of its corporate trust business to another
corporation, the successor corporation without any further act shall be the successor Trustee.

Section 8.09. Eligibility; Disqualification. This Indenture shall always have a Trustee
who is qualified or eligible to be qualified under TIA §301 et seq., and 1s a corporation organized
and doing business under the laws of the United States or any State or Territory or of the District
of Columbia or a corporation or other person permitted to act as trustee by the SEC which (A) 1s
authorized under such laws to exercise corporate trust powers, and (B) is subject to supervision
or examination by Federal, State, Territorial, or District of Columbia authority. (TIA §
310(a)(1)). The Trustee is subject to TIA § 310(b), including the optional provision permitted by
the second sentence of TIA § 310(b),(9). Section 11.07 lists any excluded indenture or trust
agreement.

Section 8.10. Annual Accounting. Once each year and more frequently, if necessary,
the Trustee shall render an accounting to the Company of all funds held by the Trustee in respect
of Notes.

ARTICLE 9. DISCHARGE OF INDENTURE
Section 9.01. Termination of Company’s Obligations.

(a) Subject to paragraph (b) of this Section 9.01, the Company may terminate
all of its obligations under this Indenture if:

(1) the Notes all mature within one year or all of them have been
called for redemption under arrangements satisfactory to the Trustee for giving
notice of redemption; and

(i)  the Company irrevocably deposits in trust with the Trustee money
or U.S. Government Obligations sufficient to pay principal and interest on the
Notes to maturity or redemption, as the case may be.

(b)  Notwithstanding the foregoing, the Company’s obligations in Sections
2.03, 2.04, 2.05, 2.06, 2.07, 4.01, 8.06, 8.07 and 9.03, and in Article 11, shall survive
until the Notes are no longer outstanding. Thereafter the Company’s obligations in
Section 8.06 and 9.03 shall survive.

(c) After a deposit the Trustee upon request shall acknowledge in writing the
discharge of the Company’s obligations under this Indenture except for those surviving
obligations specified above.

(d) In order to have money available on a payment date to pay Principal or
Accrued Interest on the Notes, the U.S. Government Obligations shall be payable as to
principal or interest on or before such payment date in such amounts as will provide the
necessary money. U.S. Government Obligations shall not be callable at the issuer’s
option.
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(e) “U.S. Government Obligations” means direct obligations of the United
States of America for the payment of which the full faith and credit of the United States
of America is pledged.

Section 9.02. Application of Trust Money. The Trustee shall hold in trust money or
U.S. Government Obligations deposited with it pursuant to Section 9.01, and shall invest any
money earnings in U.S. Government Obligations conforming to the requirements of Section
9.01. It shall apply the deposited money and the money from U.S. Government Obligations
through the Paying Agent and in accordance with this Indenture to the payment of principal and
interest on the Notes.

Section 9.03. Repayment to Company. The Trustee and the Paying Agent shall
promptly pay to the Company upon request any excess money or securities held by them at any
time.

The Trustee and the Paying Agent shall pay to the Company upon request any money
held by them for the payment of Principal or Accrued Interest that remains unclaimed for three
(3) years after the redemption or payment date; provided, however, that the Trustee or such
Paying Agent shall, upon written request and at the expense of the Company, cause to be
published once, in a newspaper of general circulation in Indianapolis, Indiana or mailed to each
Holder, notice that such money remains unclaimed and that, after a date specified therein, which
shall be not less than fifteen (15) days from the date of such publication or matling, any
unclaimed balance of such money then remaining shall be repaid to the Company. After
payment to the Company, Holders of Notes entitled to the money must look to the Company for
payment as general creditors unless an applicable abandoned property law designates another
person.

Section 9.04. Reinstatement. If the Trustee or Paying Agent is unable to apply any
money or U.S. Government Obligations in accordance with Section 9.01 and 9.02 of this
Indenture by reason of any legal proceeding or by reason of any order or judgment of any court
or governmental authority enjoining, restraining or otherwise prohibiting such application, the
Company’s obligations under this Indenture and the Notes shall be revived and reinstated as
though no deposit has occurred pursuant to Section 9.01 of this Indenture until such time as the
Trustee or Paying Agent is permitted to apply such money or U.S. Government Obligations in
accordance with Section 9.01 of this Indenture; provided, however, that if the Company has
made any payment of interest or on principal of any Notes because of the reinstatement of its
obligations, the Company shall be subrogated to the rights of the Holders of the Notes to receive
payment from the money or U.S. Government Obligations held by the Trustee or Paying Agent.

ARTICLE 10. AMENDMENTS

Section 10.01. Without Consent of Holders. The Company and the Trustee may
amend this Indenture or the Notes without the consent of any Holders of Notes:

(a)  to cure any ambiguity, defect or inconsistency with any other provision
herein;

(b)  to comply with Sections 5.01 and Article 11; or
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(©) to make any change that does not adversely affect the rights of any
Holders of Notes.

(d)  After an amendment to this Indenture becomes effective, the Company
shall promptly mail a notice to the Holders of the Notes briefly describing the
amendment.

Section 10.02. With Consent of Holders. The Company, when duly authorized by its
Board of Directors, and the Trustee may amend this Indenture with the wrtten consent of the
Holders of at least 66 2/3% in Principal amount of the Notes. However, without the consent of
each Holder, an amendment under this Section may not:

(a) reduce the amount of Notes whose Holders must consent to an
amendment;

(b)  reduce the rate of or change the time for payment of interest, including any
defaulted interest, on any Notes;

(©) reduce the principal of or change the fixed maturity of any Notes or
change the date on which or circumstances in which any Note may be subject to
redemption, or reduce the redemption price thereof;

(d)  make any Notes payable in currency other than that stated in the Notes;

(e}  make any change in Article 3 or Section 7.04, 7.07 or this Section 10.02;
or

)] waive a Default in the payment of the principal of, or interest on, any
Note.

After an amendment under this Section becomes effective, the Company shall mail to
Holders of Notes a notice briefly describing the amendment.

Section 10.03. Revocation and Effect of Consents. Until an amendment or waiver
becomes effective, a consent to it by a Holder of a Note is a continuing consent by the Holder
and every subsequent Holder of a Note or portion of a Note that evidences the same debt as the
consenting Holder’s Notes, even if notation of the consent is not made on any Notes. However,
any such Holder or subsequent Holder may revoke the consent as to his Note or portion of a Note
if the Trustee receives the notice of revocation before the date the amendment or waiver becomes
effective. An amendment or waiver becomes effective upon receipt by the Trustee of (i) an
Officers’ Certificate certifying that the Holders of the requisite Principal amount of Notes have
consented to such amendment or waiver, and (ii) the written consents from the Holders of the
requisite percentage in Principal amount of Notes; and thereafter binds every Holder of Notes
and shall bind subsequent Holders of the Notes whether or not they had notice of the amendment
or waiver.
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Section 10.04. Notation on or Exchange of Notes. The Trustee may place an
appropriate notation about an amendment or waiver on any Notes thereafter authenticated. The
Company in exchange for all Notes may issue and the Trustee shall authenticate new Notes that
reflect the amendment or waiver.

ARTICLE 11. MISCELLANEOUS

Section 11.01. Notices. Any notice or communication by the Company or the Trustee
to the other is duly given if in writing and hand delivered or mailed by first-class mail to the
other’s address stated in Section 11.07. The Company or the Trustee by notice to the other may
designate additional or different address for subsequent notice or communications.

Any notice or communication to a Holder shall be mailed by first-class mail to his
address shown on the register kept by the Registrar. Failure to mail a notice or communication
to a Holder or any defect in it shall not affect its sufficiency with respect to other Holders.

Any notice or communication by a Holder to either the Company or the Trustee shall be
hand delivered or mailed by first class mail to the address stated in Section 11.07 or any
additional or different address notice of which has been given to the Holders.

If a notice or communication is mailed in the manner provided above within the time
prescribed, it is duly given, whether or not the addressee receives it.

If the Company mails a notice or communication to Holders, it shall mail copy to the
Trustee and each Agent at the same time.

All other notices or communications shall be in writing.

Section 11.02. Certificate and Opinion as to Conditions Precedent. Upon any request
or application by the Company to the Trustee to take any action under this Indenture, the
Company shall furnish to the Trustee:

(a) an Officers’ Certificate stating that, in the opinion of the signers, all
conditions precedent, if any, provided for in this Indenture relating to the proposed action
have been complied with; and

(b)  an Opinion of Counsel stating that, in the opinion of such counsel, all such
conditions precedents have been complied with.

Section 11.03. Statements Required in Certificate or Opinion. Each certificate or
opinion with respect to compliance with a condition or covenant provided for in this Indenture
shall include:

(a) a statement that the person making such certificate or opinion has read
such covenant or condition;
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(b) a brief statement as to the nature and scope of the examination or
investigation upon which the statements or opinions contained in such certificate or
opinion are based;

(c) a statement that, in the opinion of such person, he has made such
examination or investigation as is necessary to enable him to express an informed opinion
as to whether or not such covenant or condition has been complied with; and

(d) a statement as to whether or not, in the opinion of such person, such
condition or covenant has been complied with.

Section 11.04. Rules by Trustee and Agents. The Trustee may make reasonable rules
for action by a meeting of Holders. The Registrar or Paying Agent may make reasonable rules
and set reasonable requirements for its functions.

Section 11.05. Legal Holidays. A “Legal Holiday” is a Saturday, a Sunday or a day on
which Trustee is not required to be open. If a payment date is a Legal Holiday at a place of
payment, payment may be made at that place on the next succeeding day that is not a Legal
Holiday, and no interest shall accrue for the intervening period.

Section 11.06. Duplicate Originals. The parties may sign any number of copies of this
Indenture. One signed copy is enough to prove this Indenture.

Section 11.07. Variable Provisions.

“Officer” means the Chairman, President, any Vice-President, the Treasurer, the
Secretary, any Assistant Treasurer or any Assistant Secretary of the Company.

The Company initially appoints the Trustee Paying Agent and Registrar.

The first certificate pursuant to Section 4.04 shall be for the fiscal year ending on
September 30, 2007.

The Company’s address is:

The Estridge Group, Inc.

14300 Clay Terrace Boulevard, Suite 200
Carmel, Indiana 46032

Attention: Chief Financial Officer

The Trustee’s address is:

MainSource Bank

112 North Meridian Street
Portland, Indiana 47371
Attention: Corporate Trust
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Section 11.08. Proof of Acts. Any request, demand, authorization, direction, notice,
consent, watver or other action provided by this Indenture to be given or taken by Holders may
be embodied in and evidenced by one or more instruments of substantially similar tenor signed
by such Holders in person or by agent duly appointed in wnting; and, except as herein otherwise
expressly provided, such action shall become effective when such instrument or instruments are
delivered to the Trustee, and, where it is hereby expressly required, to the Company. Proof of
execution of any such instrument or of a writing appointing any such agent shall be sufficient for
any purpose of this Indenture and conclusive in favor of the Trustee and the Company, if made in
the manner provided in this Section.

The fact and date of the execution by any person of any such instrument or writing may
be proved by the affidavit of a witness of such execution or by the certificate of any notary
public or other officer authorized by law to take acknowledgments of deeds, certifying that the
individual signing such instrument or writing acknowledged to him the execution thereof.
Where such execution is by an officer of a corporation or a member of a partnership, on behalf of
such corporation or partnership, such certificate or affidavit shall also constitute sufficient proof
of his authority. The fact and date of the execution of any such instrument or writing, or the
authority of the person executing the same, may also be proved in any other manner which the
Trustee deems sufficient.

Section 11.09. Governing Law. The laws of the State of Indiana shall govern this
Indenture and the Notes.

Section 11.10. Successors. All agreements of the Company in this Indenture and the
Notes shall bind its successors. All agreements of the Trustee in this Indenture shall bind its
SUCCESSOrs.

Section 11.11. Severability. In case any provision in this Indenture or in the Notes
shall be invalid, illegal or unenforceable, the validity, legality and enforceability of the remaining
provisions shall not in any way be affected or impaired thereby.

Section 11.12. Table of Contents, Headings, Etc. The Table of Contents, cross-
reference Table and headings of the Articles and Sections of this Indenture have been inserted
for convenience of reference only, are not to be considered a part hereof, and shall in no way
modify or restrict any of the terms or provisions hereof.

Section 11.13. Benefits of Indenture. Nothing in this Indenture or the Notes shall give
to any Person, other than the parties hereto and their successors hereunder and the Holders, any
benefit or legal or equitable right, remedy or claim under this Indenture.
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Exhibit 3.3

Form of Corporate Guarantee



GUARANTY AGREEMENT
This GUARANTY AGREEMENT (this “Guaranty”) is entered into as of ,
2007 by , an Indiana corporation (the “Guarantor™), in favor of and for

the benefit of the Trustee, as agent for the Noteholders (as each term is defined below).
WHEREAS, the Guarantor is an affiliate of The Estridge Group, Inc.;

WHEREAS, The Estridge Group, Inc. is offering a minimum of $2,650,000 and a
maximum of $5,000,000 in the aggregate principal amount of Series 2007 Subordinated Notes
due 2010, Series 2007 Subordinated Notes due 2012 and Series 2007 Subordinated Notes due
2015 {collectively the “Notes™);

WHEREAS, the Guarantor has agreed to guaranty the Notes upon the terms described
herein and as described in the Offering Circular of The Estridge Group, Inc. (the “Offering
Circular™).

NOW THEREFORE, in consideration of the covenants, representations, warranties and
agreements herein contained, the receipt and sufficiency of which are hereby acknowledged, the
parties hereto, for themselves, their heirs, successors and assigns, agree as follows:

SECTION 1. DEFINITIONS.

Capitalized terms used herein and not otherwise defined have the meanings given in the
Offering Circular. As used herein, the following terms have the respective meanings set forth
below or set forth in the Section hereof following such term:

“Bankruptcy Code” shall mean Chapter 11 of Title 11 of the Federal Bankruptcy Code.

“Environmental Laws” shall mean any and all U.S. federal, state, local, and foreign
statutes, laws, regulations, ordinances, rules, judgments, orders, decrees, permits, concessions,
grants, franchises, licenses, agreements or governmental restrictions relating to pollution and the
protection of the environment or the release of any materials into the environment, including but
not limited to those related to hazardous substances or wastes, air emissions and discharges to
waste or public systems.

“Governmental Authority” shall mean (a) the government of (i) the United States of
America, or any State or other political subdivision thereof, or (ii) any jurisdiction in which the
Guarantor conducts all or any part of its business, or which asserts jurisdiction over any
properties of the Guarantor, or (b} any entity exercising executive, legislative, judicial, regulatory
or administrative functions of, or pertaining to, any such government.

“Guaranteed Obligations” shall have the meaning given in Section 2.1.

“Guaranty” shall mean this Guaranty, as amended, restated or otherwise modified from
time to time.




“Hazardous Material” shall mean any and all pollutants, toxic or hazardous wastes or any
other substances that might pose a hazard to health or safety, the removal of which may be
required or the generation, manufacture, refining, production, processing, treatment, storage,
handling, transportation, transfer, use, disposal, release, discharge, spillage, seepage, or filtration
of which is or shall be restricted, prohibited or penalized by any applicable law (including,
without limitation, asbestos, urea formaldehyde foam insulation and polychlorinated biphenyls).

“Guarantor” shall mean , an Indiana corporation and any successor
thereto.

“Indenture” shall mean that certain Indenture dated , 2007 between the
Issuer and the Trustee.

“Issuer” shall mean The Estridge Group, Inc., 14300 Clay Terrace Boulevard, Carmel,
Indiana 46032.

“Material” shall mean material in relation to the business, operations, affairs, financial
condition, assets, properties or prospects of the Guarantor and its subsidiaries, taken as a whole.

“Material Adverse Effect” shall mean a material adverse effect on (a) the business,
operations, affairs, financial condition, assets or properties of the Guarantor, or (b) the ability of
the Guarantor to perform its obligations under this Guaranty or the ability of the Issuer to
perform its obligations under the Offering Circular, the Indenture or the Notes, or (¢) the validity
or enforceability of this Guaranty, the Offering Circular, the Indenture or the Notes.

“Noteholders” shall mean the persons who purchase the Notes pursuant to the Offering
Circular and any person in whose name the Notes are registered with the Trustees from time to
time.

“Notes™ shall have the meaning given in the recitals hereto.

“Trustee” shall mean MainSource Bank, Greensburg, Indiana.

SECTION 2. GUARANTY.

Section 2.1. Guarantee of Payment and Performance of Obligations. The Guarantor
hereby irrevocably, unconditionally and jointly and severally guarantees to each Noteholder the

due and punctual payment in full of (i) the principal and interest on (including interest accruing
after the filing of any petition in bankruptcy, or the commencement of any insolvency,
reorganization or like proceeding, relating to the Issuer, whether or not a claim for post-filing or
post-petition interest is allowed in such proceeding), and any other amounts due under, the
Notes when and as the same shall become due and payable (whether at stated maturity or by
required or optional prepayment or by acceleration or otherwise) and (ii) any other sums which
may become due under the terms and provisions of the Offering Circular, the Indenture or the
Notes (all such obligations described in clauses (i) and (ii) above are herein called the
“Guaranteed Obligations”). The guaranty in the preceding sentence is an absolute, present and
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continuing guaranty of payment and not merely of collectibility and is in no way conditional or
contingent upon any attempt to collect from the Issuer or any other guarantor of the Notes or
upon any other action, occurrence or circumstance whatsoever. In the event that the Issuer shail
fail so to pay any of the Guaranteed Obligations, the Guarantor agrees to pay the same when due
to the Noteholders entitled thereto, without demand, presentment, protest or notice of any kind,
in lawful money of the United States of America, at the place for payment specified in the
Notes. Each default in payment of principal or interest on any Note shall give rise to a separate
cause of action hereunder and separate suits may be brought hereunder as each cause of action
arises.

The Guarantor hereby agrees to pay and to indemnify and save each Noteholder harmless
from and against any damage, loss, cost or expense (including attomeys' fees) which such
Noteholder may incur or be subject to as a consequence, direct or indirect, of (i) any breach by
the Guarantor or the Issuer of any warranty, covenant, term or condition in, or the occurrence of
any default under this Guaranty, the Indenture or the Notes, together with all expenses resulting
from the compromise or defense of any claims or liabilities arising as a result of any such breach
or default, and (i) any legal action commenced to challenge the validity or enforceability of this
Guaranty, the Indenture or the Notes.

Section 2.2. Obligations Absolute. The obligations of the Guarantor hereunder shall be
primary, absolute, irrevocable and unconditional, irrespective of the validity, regularity or
enforceability of the Notes, shall not be subject to any counterclaim, setoff, deduction or defense
based upon any claim the Guarantor may have against the Issuer or any Noteholder or
otherwise, and shall remain in full force and effect without regard to, and shall not be released,
discharged or in any way affected by, any circumstance or condition whatsoever (whether or not
the Guarantor shall have any knowledge or notice thereof), including, without limitation: (a) any
amendment, modification of or supplement to the Notes (except that the obligations of the
Guarantor hereunder shall apply to the Notes as so amended, modified or supplemented) or any
assignment or transfer of any thereof or of any interest therein, or any furnishing, acceptance or
release of any security for the Notes; (b) any waiver, consent, extension, indulgence or other
action or inaction under or in respect of the Notes; (¢) any bankruptcy, insolvency, readjustment,
composition, liquidation or similar proceeding with respect to the Issuer or its property; {d) any
merger or consolidation of any of the Guarantor or any of its subsidiaries with any other
subsidiary or with any other entity or any sale, lease or transfer of any or all of the assets of the
Guarantor or any of its subsidiaries to any person; (e) any failure on the part of the Issuer for
any reason to comply with or perform any of the terms of any other agreement with the
Guarantor; or (f) any other circumstance which might otherwise constitute a legal or equitable
discharge or defense of a Guarantor. The Guarantor covenants that its obligations under this
Guaranty will not be discharged except by payment in full of all of the Guaranteed Obligations.

Section 2.3. Waiver. The Guarantor unconditionally waives to the fullest extent
permitted by law, (a) notice of acceptance hereof, of any action taken or omitted in reliance
hereon and of any defaults by the Issuer in the payment of any amounts due under the Notes,
and of any of the matters referred to in Section 2.2 hereof, (b} all notices which may be required
by statute, rule of law or otherwise to preserve any of the rights of each Noteholder against the
Guarantor, including, without limitation, presentment to or demand for payment from the Issuer



or the Guarantor with respect to any Note, notice to the Issuer or the Guarantor of default or
protest for nonpayment or dishonor and the filing of claims with a court in the event of the
bankruptcy of the Issuer; (c) any right to the enforcement, assertion or exercise by any
Noteholder of any right, power or remedy conferred in this Guaranty or the Notes; (d) any
requirement or diligence on the part of any Noteholder; and (e) any other act or omission or
thing or delay to do any other act or thing which might in any manner or to any extent vary the
risk of the Guarantor or which might otherwise operate as a discharge of the Guarantor.

Section 2.4. QObligations Unimpaired. The Guarantor authorizes the Noteholders,
without notice or demand to the Guarantor and without affecting its obligations hereunder, from
time to time (a) to renew, compromise, extend, accelerate or otherwise change the time for
payment of, or otherwise change the terms of, all or any part of the Notes or any other
instrument referred to therein; (b) to exercise or refrain from exercising any rights against the
Guarantor and others; and (c) to apply any sums, by whomsoever paid or however realized, to
the payment of the principal and interest on the Notes and any other Guaranteed Obligations.
The Guarantor waives any right to require the Noteholders to proceed against any additional or
substitute guarantors or any other person or to pursue any other remedy available to such
Noteholders.

Section 2.5. Subrogation; Subordination.

(a) The Guarantor will not (i) exercise any rights which it may have acquired by way
of subrogation under this Guaranty, by any payment made hereunder or otherwise, or (ii) accept
any payment on account of such subrogation rights, or any rights of reimbursement or indemnity
unless and until all of the obligations, undertakings or conditions to be performed or observed by
the Issuer pursuant to the Indenture and the Notes at the time of the Guarantor's exercise of any
such right shall have been performed, observed or paid in full.

(b) The Guarantor hereby subordinates the payment of all debt and other obligations
of the Issuer owing to the Guarantor, whether now existing or hereafter arising, including,
without limitation, all rights and claims described in this Sections 2.5, to the indefeasible
payment in full of all Guaranteed Obligations.

{c) If any amount or other payment i1s made to or accepted by the Guarantor in
violation of the preceding Sections 2.5(a} or (b), such amount shall be deemed to have been paid
to the Guarantor for the benefit of, and held in trust for the benefit of, the Noteholders and shall
be paid over to the Noteholders, to be applied to the Guaranteed Obligations, whether matured or
unmatured. The Guarantor acknowledges that it will receive benefits from the sale of the Notes
by the Issuer and that the waiver set forth in this paragraph is knowingly made in contemplation
of such benefits.

Section 2.6. Retnstatement of Guaranty. This Guaranty shall continue to be effective,
or be reinstated, as the case may be, if and to the extent at any time payment, in whole or in part,
of any of the sums due to any Noteholder for principal or interest on the Notes or any of the
other Guaranteed Obligations is rescinded or must otherwise be restored or returned by such
Notehelder upon the insolvency, bankruptcy, dissolution, liquidation or reorganization of the




Issuer, or upon or as a result of the appointment of a custodian, receiver, trustee or other officer
with similar powers with respect to the Issuer or any substantial part of its property, or
otherwise, all as though such payments had not been made. If an event permitting the
acceleration of the maturity of the principal amount of the Notes shall at any time have occurred
and be continuing and such acceleration shall at such time be prevented or the right of any
Noteholder to receive any payment under any Note shall at such time be delayed or otherwise
affected by reason of the pendency against the Issuer of a case or proceeding under a bankruptcy
or insolvency law, for purposes of this Guaranty and the Guarantor's obligations hereunder, the
maturity of such principal amount shall be deemed to have been accelerated with the same effect
as if the Noteholders had accelerated the same in accordance with the terms of the Note, and the
Guarantor shall forthwith pay such accelerated principal amount and accrued interest, if any,
thereon and any other amounts guaranteed hereunder.

Section 2.7. Reimbursement Agreement. In the event that the Guarantor, for any reason
whatsoever, fails to timely satisfy its obligations under this Guaranty, the Trustee, may, but shall
not be required to, direct the Guarantor to enforce the provisions of that certain Reimbursement
Agreement, dated , between the Guarantor and Paul E. Estridge whereby Paul E.
Estridge will also become liable for the payment of the Guaranteed Obligations.

SECTION 3. AFFIRMATIVE COVENANTS.

The Guarantor covenants that so long as any of the Notes are outstanding:

Section 3.1. Financial and Business Information. To the extent such information has
not previously been provided by the Issuer in its consolidated financial statements, the
Guarantor shall deliver to each the Trustee and the Placement Agent:

(a) Quarterly Statements -- within 60 days after the end of each quarterly fiscal
period in each fiscal year of the Guarantor (other than the last quarterly fiscal period of each such
fiscal year), a copy of:

(1)  aconsolidated balance sheet of the Guarantor as of the end of such
quarter, and

(2)  consolidated statements of eamings, retained eamings and cash flows of
the Guarantor for such quarter and (in the case of the second and third quarters) for the
portion of the fiscal year ending with such quarter, setting forth in each case in
comparative form the figures for the corresponding periods in the previous fiscal year, all
in reasonable detail, prepared in accordance with GAAP applicable to quarterly financial
statements generally;

(b)  Annual Statements -- within 120 days after the end of each fiscal year of the
Guarantor, a copy of,

(1) a consolidated balance sheet of the Guarantor, as of the end of such year,
and



(2) consolidated statements of earnings, retained earnings and cash flows of
the Guarantor, for such year, setting forth in each case in comparative form the figures
for the previous fiscal year, all in reasonable detail, prepared in accordance with GAAP;

(c) Notice of Default or Event of Default -- promptly, and in any event within five (5)
business days after a responsible officer of the Issuer or the Guarantor becomes aware of the
existence of any default or event of default or that any person has given any notice or taken any
action with respect to a claimed default hereunder or that any person has given any notice or
taken any action with respect to a claimed default of the type referred to in Section of the
Indenture, a written notice specifying the nature and period of existence thereof and what action
the Guarantor is taking or proposes to take with respect thereto; and

(d) Notices from Governmental Authority -- promptly, and in any event within 30
days of receipt thereof, copies of any notice to the Guarantor from any Federal or state
Governmental Authority relating to any order, ruling, statute or other law or regulation that could
reasonably be expected to have a Material Adverse Effect.

Section 3.2. Compliance with Law. The Guarantor will comply with all laws,
ordinances or governmental rules or regulations to which it is subject, including, without
limitation, Environmental Laws, and will obtain and maintain in effect all licenses, certificates,
permits, franchises and other governmental authorizations necessary to the ownership of its
properties or to the conduct of its business, in each case to the extent necessary to ensure that
non-compliance with such laws, ordinances or governmental rules or regulations or failures to
obtain or maintain in effect such licenses, certificates, permits, franchises and other
governmental authorizations could not, individually or in the aggregate, reasonably be expected
to have a Material Adverse Effect.

Section 3.3. Insurance. The Guarantor will maintain, with insurers reasonably
determined by the Guarantor in good faith to be financially sound and reputable, insurance with
respect to its properties and businesses against such casualties and contingencies, of such types,
on such terms and in such amounts (including deductibles, co-insurance and self-insurance, if
adequate reserves are maintained with respect thereto) as is customary in the case of entities of
established reputations engaged tn the same or a similar business and similarly situated.

Section 3.4. Maintenance of Properties. The Guarantor will maintain and keep, or
cause to be maintained and kept, its properties in good repair, working order and condition
(other than ordinary wear and tear), so that the business carried on in connection therewith may
be properly conducted at all times, provided that this Section shall not prevent the Guarantor
from discontinuing the operation and the maintenance of any of its properties if such
discontinuance is desirable in the conduct of its business and the Guarantor has concluded that
such discontinuance could not, individually or in the aggregate, reasonably be expected to have
a Material Adverse Effect.

Section 3.5. Payment of Taxes and Claims. The Guarantor will file all tax returns
required to be filed in any jurisdiction and pay and discharge all taxes shown to be due and
payable on such returns and all other taxes, assessments, governmental charges, or levies




imposed on it or any of its properties, assets, income or franchises, to the extent such taxes and
assessments have become due and payable and before they have become delinquent and all
claims for which sums have become due and payable that have or might become a Lien on
properties or assets of the Guarantor, provided that the Guarantor shall not be required to pay
any such tax, assessment, charge, levy or claim if (a) the amount, applicability or validity
thereof is contested by the Guarantor on a timely basis in good faith and in appropriate
proceedings, and the Guarantor has established adequate reserves therefor in accordance with
GAAP on the books of the Guarantor or (b) the nonpayment of all such taxes and assessments in
the aggregate could not reasonably be expected to have a Material Adverse Effect.

Section 3.6. Corporate Existence, Etc. The Guarantor will at all times preserve and
keep in full force and effect its corporate existence.

SECTION 4. NEGATIVE COVENANTS.

The Guarantor covenants that so long as any of the Notes are outstanding:

Section 4.1. Nature of Business. The Guarantor will not engage in any business if, as a
result, the general nature of the business in which the Guarantor would then be engaged would
be substantially changed from the general nature of the business in which the Guarantor is
engaged on the effective date of this Guaranty.

Section 4.2. Transactions with Affiliates. The Guarantor will not enter into directly or
indirectly any Material transaction or Material group of related transactions (including, without
limitation, the purchase, lease, sale or exchange of properties of any kind or the rendering of any
service) with any affiliate, except in the ordinary course and pursuant to the reasonable
requirements of the Guarantor's business and upon fair and reasonable terms no less favorable to
the Guarantor than would be obtainable in a comparable arm's-length transaction with a person
not an affiliate.

SECTION 5. REPRESENTATIONS AND WARRANTIES OF THE GUARANTOR.

The Guarantor represents and warrants to each Noteholder that:

Section 5.1.  Organization; Power and Authority. The Guarantor is a corporation duly
incorporated and validly existing under the laws of the State of Indiana, and is duly qualified
and 1s in good standing in each jurisdiction in which such qualification is required by law, other I
than those jurisdictions as to which the failure to be so qualified or in good standing could not, !
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect. The
Guarantor has the corporate power and authority to own or hold under lease the propertties it
purports to own or hold under lease, to transact the business it transacts and proposes to transact,
to execute and deliver this Guaranty and to perform the provisions hereof.

Section 5.2. Authorization, Etc. This Guaranty has been duly authorized by all
necessary corporate action on the part of the Guarantor, and this Guaranty constitutes, a legal,
valid and binding obligation of the Guarantor enforceable against the Guarantor in accordance
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with its terms, except as such enforceability may be limited by (a) applicable bankruptcy,

insolvency, reorganization, moratorium or other similar laws affecting the enforcement of
creditors' rights generally and (b) general principles of equity (regardless of whether such

enforceability is considered in a proceeding in equity or at law).

Section 5.3. Compliance with Laws, Other Instruments, Etc. The execution, delivery
and performance by the Guarantor of this Guaranty will not (a) contravene, result in any breach
of, or constitute a default under, or result in the creation of any lien in respect of any property of
the Guarantor under, any indenture, mortgage, deed of trust, loan, purchase or credit agreement,
lease, articles of incorporation, charter or by-laws, or any other Material agreement or
instrument to which the Guarantor is bound or by which the Guarantor or any of its properties
may be bound or affected, (b) conflict with or result in a breach of any of the terms, conditions
or provisions of any order, judgment, decree or ruling of any court, arbitrator or Governmental
Authority applicable to the Guarantor or (c) violate any provision of any statute or other rule or
regulation of any Governmental Authority applicable to the Guarantor.

Section 5.4. Governmental Authorizations, Etc. No consent, approval or authorization
of, or registration, filing or declaration with, any Govermmental Authority is required in
connection with the execution, delivery or performance by the Guarantor of this Guaranty, other
than those consents, approvals or authonzations obtained and those registrations, filings or
declarations made on or before the effective date.

Section 5.5. Litigation; Observance of Agreements, Statutes and Orders. (a) there are
no actions, suits or other proceedings pending or, to the knowledge of the Guarantor, threatened

against or affecting the Guarantor or any property of the Guarantor in any court or before any
arbitrator of any kind or before or by any Governmental Authority that, individually or in the
aggregate, could reasonably be expected to have a Matenial Adverse Effect, (b) the Guarantor is
not in default under any term of any agreement or instrument to which it is a party or by which
it is bound, or any order, judgment, decree or ruling of any court, arbitrator or Governmental
Authority or in violation of any applicable law, ordinance, rule or regulation (including, without
limitation, Environmental Laws) of any Governmental Authority, which default or violation,
individually or in the aggregate, could reasonably be expected to have a Material Adverse
Effect.

Section 5.6. Taxes. The Guarantor has filed all income tax returns that are required to
have been filed in any jurisdiction, and has paid all taxes shown to be due and payable on such
retumns and all other taxes and assessments levied upon it or its property, assets, income or
franchises, to the extent such taxes and assessments have become due and payable and before
they have become delinquent, except for any taxes and assessments {a) the amount of which is
not, individually or in the aggregate, Material or (b) the amount, applicability or validity of
which is currently being contested in good faith by appropriate proceedings and with respect to
which the Guarantor has established adequate reserves in accordance with GAAP. The
Guarantor knows of no basis for any other tax or assessment that could reasonably be expected
to have a Material Adverse Effect. The charges, accruals and reserves on the books of the
Guarantor in respect of United States or other taxes for all fiscal periods are adequate.



Section 5.7. Title to Property; Leases. The Guarantor has good and sufficient title to its
properties that, individually or in the aggregate, are Matenal, in each case free and clear of liens
prohibited by this Guaranty. All leases that, individually or in the aggregate, are Material are
valid and subsisting and are in full force and effect in all material respects.

Section 5.8. Environmental Matters. The Guarantor has no knowledge of any claim nor
has it received any notice of any claim, and no proceeding has been instituted raising any claim
against the Guarantor or any of its real properties now or formerly owned, leased or operated by
any of them or other assets, alleging any damage to the environment or violation of any
Environmental Laws, except, in each case, such as could not reasonably be expected to result in
a Material Adverse Effect. Except as otherwise disclosed to each Noteholder in writing:

(a) The Guarantor has no knowledge of any facts which would give rise to any claim,
public or private, of violation of Environmental Laws or damage to the environment emanating
from, occurring on or in any way related to real properties now or formerly owned, leased or
operated by the Guarantor or to other assets or their use, except, in each case, such as could not
reasonably be expected to result in a Material Adverse Effect;

(b)  The Guarantor has not stored any Hazardous Materials on real properties now or
formerly owned, leased or operated by it nor has it disposed of any Hazardous Materials in a
manner contrary to any Environmental Laws in each case in any manner that could reasonably be
expected to result in a Material Adverse Effect; and

(c) All buildings on all real properties now owned, leased or operated by the
Guarantor are in compliance with applicable Environmental Laws, except where failure to
comply could not reasonably be expected to result in a Material Adverse Effect.

SECTION 6. SURVIVAL OF REPRESENTATIONS AND
WARRANTIES; ENTIRE AGREEMENT.

All representations and warranties contained herein shall survive the execution and
delivery of this Guaranty, the purchase or transfer by any subsequent holder of any Note or
portion thereof or interest therein and the payment of any Note, and may be relied upon by any
subsequent Noteholder, regardless of any investigation made at any time by or on behalf of any
subsequent Noteholder. All statements contained in any certificate or other instrument delivered
by or on behalf of the Guarantor pursuant to this Guaranty shall be deemed representations and
warranttes of the Guarantor under this Guaranty. Subject to the preceding sentence, this
Guaranty embodies the entire agreement and understanding between the holders of the Notes and
the Guarantor and supersede, all prior agreements and understandings relating to the subject
matter hereof.

SECTION 7. AMENDMENT AND WAIVER.

This Guaranty may be amended, and the observance of any term hereof or of the Notes
may be waived (either retroactively or prospectively), with (and only with) the written consent of
the Guarantor and the Trustee, as the Trustee is permitted to act pursuant to the Indenture, except
that no such amendment or waiver may, without the written consent of the holder of each Note at
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the time outstanding affected thereby, amend any of Section 2 hereof.

SECTION 8. NOTICES.

All notices and communications provided for hereunder shall be in writing and sent (a)
by facsimile if the sender on the same day sends a confirming copy of such notice by a
recognized overnight delivery service (charges prepaid), or (b) by registered or certified mail
with return receipt requested (postage prepaid), or {c) by a recognized overnight delivery service
(charges prepaid). Any such notice must be sent:

(1) if to the Trustee as agent for the Noteholders, to the address specified for
such communications in the Indenture, or at such other address as the Trustee shall have
specified to the Guarantor in writing,

(2)  ifto the Guarantor, to , Attention: ,orat
such other address as the Guarantor shall have specified to the holder of each Note in
writing.

Notices under this Section will be deemed given only when actually received.

SECTION 9. SUBMISSION TO JURISDICTION, JUDGMENTS, ETC.

The Guarantor hereby irrevocably consents and submits to the exclusive jurisdiction of
any court located within the State of Indiana sitting in Hamilton County and the United States
District Court for the Southern District of Indiana and irrevocably agrees that all actions or
proceedings relating to this Guaranty may be litigated in such courts and the Guarantor
irrevocably waives any objection which it may have based on improper venue or forum non
conveniens to the conduct of any proceeding in any such court.

SECTION 10. MISCELLANEOUS.

Section 10.1. Successors and Assigns. All covenants and other agreements contained
in this Guaranty by or on behalf of any of the parties hereto bind and inure to the benefit of their
respective successors and assigns (including, without limitation, any subsequent holder of a
Note) whether so expressed or not.

Section 10.2. Payments Due on Non-Business Days. Anything in this Guaranty to the
contrary notwithstanding, any payment of principal or interest on any Note that is due on a date
other than a business day shall be made on the next succeeding business day without including
the additional days elapsed in the computation of the interest payable on such next succeeding
business day.

Section 10.3. Severability. Any provision of this Guaranty that is prohibited or
unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of
such prohibition or unenforceability without invalidating the remaining provisions hereof, and
any such prohibition or unenforceability in any jurisdiction shall (to the full extent permitted by
law) not invalidate or render unenforceable such provision in any other jurisdiction.
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Section 10.4. Construction.

(a) Each covenant contained herein shall be construed (absent express provision to
the contrary) as being independent of each other covenant contained herein, so that compliance
with any one covenant shall not (absent such an express contrary provision) be deemed to excuse
compliance with any other covenant. Where any provision herein refers to action to be taken by
any person, or which such person is prohibited from taking, such provision shall be applicable
whether such action is taken directly or indirectly by such person.

(b) Where the character or amount of any asset or liability or item of income or
expense is required to be determined or any consolidation or other accounting computation is
required to be made for the purposes of this Guaranty, the same shall be done in accordance with
GAAP, to the extent applicable, except where such principles are inconsistent with the
requirements of this Guaranty.

Section 10.5. Counterparts. This Guaranty may be executed in any number of
counterparts, each of which shall be an original but all of which together shall constitute one
instrument. Each counterpart may consist of a number of copies hereof, each signed by less than
all, but together signed by all, of the parties hereto.

Section 10.6. Goveming Law. This Guaranty shall be construed and enforced in
accordance with, and the rights of the parties shall be governed by, the law of the State of
Indiana excluding choice-of-law principles of the law of such State that would require the
application of the laws of a jurisdiction other than such State.

IN WITNESS WHEREOF, this Guaranty has been duly executed as of the date first set forth
above.

“GUARANTOR”

Its:

KD_IM-856003_5.D0C
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Consent of Krieg DeVault LLP (contained in 11.1)
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CONSENT AND CERTIFICATION BY UNDERWRITER

1. The undersigned hereby consents to being named as underwriter in an
offering statement filed with the Securities and Exchange Commission by The Estridge
Group, Inc., pursuant to Regulation A in connection with a proposed offering of a
minimum of $2,650,000 and a maximum of $5,000,000 in aggregate principal amount
of Series 2007 Subordinated Notes to the public.

2. The undersigned hereby certifies that it furnished the statements and
information set forth in the offering statement, with respect to the undersigned, its
managers and officers or members, that such statements and information are accurate,
complete and fully responsive to the requirements of Parts I, II and III of the Offering
Statement thereto, and do not omit any information required to be stated therein with
respect of any such persons, or necessary to make the statements and information
therein with respect to any of them not misleading.

3. If Preliminary Offering Circulars are distributed, the undersigned hereby
undertakes to keep an accurate and complete record of the name and address of each
person furnished a Preliminary Offering Circular and, if such Preliminary Offering
Circular is inaccurate or inadequate in any material respect, to furnish a revised
Preliminary Offering Circular or a Final Offering Circular to all persons to whom the
securities are to be sold at least 48 hours prior to the mailing of any confirmation of
sale to such persons, or to send such a circular to such persons under circumstances
that it would normally be received by them 48 hours prior to their receipt of
confirmation of the sale.

Indiana Securities, LLC

By: ?’/\a/\,() LO /MJU-\.L_

Frank D. Neese, Mananger

Dated: May 2, 2007

KD_[M-960406_1.DOC
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KRIEG -DEVAULT..

ATTORNEYS AT LAW

May 2, 2007

MainSource Bank, Trustee

For the benefit of the Holders of the Series 2007 Subordinated
Notes Due 2010, 2012 and 2015

112 North Meridian Street

Portland, Indiana 47371

RE: Issuance of up to $5 Million of Offered Securities
Ladies and Gentlemen:

We have represented The Estridge Group, Inc. (“TEG”), Estridge Development
Company, Inc. (“EDC”) and Paul E. Estridge Corp. (*P Corp”) (collectively, the “Company”) as
special counsel in connection with the preparation and filing of an Offering Statement on Form
1-A (the “Offering Statement”) with the Securities and Exchange Commission, under the
Securities Act of 1933, as amended (the “Act”), for the purpose of issuing up to an aggregate of
$5,000,000 of (i) unsecured debt securities of TEG (the “Notes™) and (ii) guarantees by EDC and
P Corp of the Notes pursuant to a Guarantee Agreement to be executed by TEG and P Corp (the
“Guarantees”). The Notes and Guarantees are collectively referred to herein as the “Offered
Securities.”

The Offered Securities will be sold and issued in accordance with the Offering Statement.

In connection with this opinion, we have reviewed (a)the Company’s Articles of
Incorporation and By-Laws, and (b) such other records, documents, instruments and information
as we have in our judgment deemed relevant. In our review, we have assumed the following:
(1) the authenticity of original documents and the genuineness of all signatures, (ii)the
conformity to the originals of all documents submitted to us as copies, and (iii) the truth,
accuracy and completeness of the records, documents, instruments, certificates and information
which we have reviewed. We have also assumed that the Offering Statement will have become
qualified under the Act.

Based upon the foregoing, and subject to the exceptions, qualifications and limitations
stated herein, we advise you that, in our opinion, when (i) the Offering Statement has become
qualified under the Act, (11) any such class or series of Offered Securities has been duly issued
and sold, and payment has been received for such Offered Securities in the manner contemplated
in the Offering Statement and any applicable amendments thereto (including any post-effective
amendments), (ii1) the Indenture of Trust and Guarantee Agreements relating to the Notes have
been duly executed and delivered, and (iv) the Notes have been duly executed and authenticated
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KRIEG -DEVAULT..

o MainSource Bank, Trustee
May 2, 2007
Page 2
° in accordance with the Indenture of Trust and issued and sold as contemplated in the Offering

Statement; then the Notes and the Guarantees will constitute valid and binding obligations of the
Company enforceable in accordance with their respective terms subject to (x) bankruptcy,
insolvency, reorganization, fraudulent transfer, moratorium and other similar laws now or
hereafter in effect relating to or affecting creditors’ rights generally, (y) general principals of
equity (regardless of whether considered in a proceeding at law or in equity) and (2) the

® qualification that the remedy of specific performance and injunctive or other forms of equitable
relief may be subject to equitable defenses and to the discretion of the court before which any
proceeding may be brought.

This opinion is limited to the matters stated herein, and no opinion is to be implied or
® may be inferred beyond the matters expressly stated. This opinion opines upon Indiana law,
including the Indiana constitution, all applicable provisions of the statutory provisions and

reported judicial decisions interpreting those laws.

We hereby consent to the use of this opinion as an exhibit to the Offering Statement and
e to the reference made to us in the Offering Statement and in the Prospectus under the caption
“Legal Matters.” In giving this consent, we do not thereby admit that we come within the
category of persons whose consent is required under Section 7 of the Act, or the rules and
regulations of the Securities and Exchange Commission promulgated thereunder.

® Very truly yours,
Yuig Dt LLP
KRIEG DeVAULT LLP

®

®
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