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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF TEXAS
SHERMAN DIVISION

In re: g
COLOR STAR GROWERS OF 3 Chapier 11
COLORADO, INC, VAST, INC, 3
and COLOR STAR,LLC, $ Case No, 13-42959
§
Deblors $ Jowaly Administered
SECOND STIPULATION AUTHORIZING LEXINGTON INSURANCE

Debeoes and debtors-in-possessson Coloe Star Growers of Coloeado, Inc., Vast, lnc., and
Color Suae, LLC (collectively, the “Dedsors™) 2ad Lexington Insurance Company (" Lexington™)
submit the following second supalation (the “Second Shipwlation™) authorizing Lexmglon 1o pay
certain insurance policy Indemnification proceods 8o Deblor Color Star Geowers as payee, &
deseribed in funher detail herein,

RECITALS

A On December 15, 2013 (the “Commmencessent Date™), cach of the Debiores filed
volustary petitions for robief under of chapter 11 of tidhe 11 of the United Sutes Code (the
“Bankrupicy Code™). The Debrors ase operating thewr businesses and managing their properties
as deblors in possession purssant to sectivos 1107(a) and 1108 of e Bankrupicy Code, The
chapter 11 cases are being jointly administerad.

B OnDecember 20, 2013, the Cournt entered the Interine Order Granting Emergency
Movion for Inverim and Final Ovders Auhorizing the Use of Cash Collateral and Schedwling
Final Hearing (* First Interim Order ) (Docket No. M), which was m cffect wntil Jamaary 6,
2014
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C. On Jassary 30, 2014, the Count cntered the Secomd Inverim Order Grambing
Emergency Motion for Interim amd Final Orders Awhorizing the Use of Cark Collateral and
Schodling Final Hearing ("Second Inserim Order™) (Docket No. 132), which was in effect until
Jamwsary 31,2014,

D.  On Febeuary 14, 2014, the Court entered the Third Iterim Order Granting
Emergency Movion for Inserim and Final Ovders Authorizing the Use of Cash Collaseral and
Schedwiing Final Hearing (" Third Interioe Order”) (Docket No. 147), whnch was in effect until
Febwuaey 28 2014,

E On Masch 4, 2014, the Court cotered the Fowth Meterim Order Gromting
Emergency Motion for Interim and Final Orders Asthorizing the Use of Cash Collaveral amd
Scheduling Final Hearimg (@ “Fourth Interim Order” and collectively with e First Intorim
Oeder, Second Imterim Order, and Third knserim Order, the “Interim Caxk Collatersl Orders”)
(Docket No. 151), which was in effect until April 14, 2014,

F. The Interim Cash Collmicral Osders define “Cash Collateral” 10 include any
inweeance procoeds arising from any casuadty boss. The foterim Cash Collaseral Orders define
“Lenders” as Regions Bank and Comerica Bank and “Prepetition Lenders™ ax Regroan Bank,
Comerica Bank, and MOG Capital Corpocation, and such terms shall have the same definitions
heren

G As of e Commencement Date, debtor and debtoc-im possension, Color Sear
Growers of Colorado, Inc. ("Color Ster Growers™) wis in the business of growing and selling
plants and flowers 1o retaskers such as Walmarnt and Lowes.
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H.  Lexingion secd 1o Color Star Growers all-risk property insurance policy mumber
019996867, with effective dates of July 1, 2013 1w July 1, 2014 (the “Poficy”™), which provided
coverage 10 vanous schoduled locations, imcluding the Fort Lupeon Location (defined below).

L On or about September 12, 2013, Color Star Growers sustained significant flood
damage ot 11610 Weld County Rd 145, Fort Lupton, CO 80621 location (the “Fort Lupion
Location™).

). Color Star Growers has potified Lexington that #t sustamed substantial losses and
damages and has sought payment under the Polficy for $he losses, damages, and expenses 1
sustained (1he “Clalw™). The Clam secks recovery for, ssong other things, Property Damage,
Loss of lnventory, Extra Expesse, sad Business Interruption (collectively, the “Componeats of
the Clalw'™).

K. On Jamsary 14, 2014, the Court conered three (3) oeders approving the sale of
substantially all of the Debaors™ sssets 1o three (3) winaing Mdders (the “Purchasers™) (Docket
Nos. 95, 96, and 98, collectively, the “Sale Order™). That same day, the Debiors chosed a sale of
webstartially all of their assets to the Purchasers froe and clear of all clsims, bens, and
encumbrances.

L Leximgion investigmed and adyusted portions of the Claim, and Lexiagton and
Color Star Growers catered imo a Supulation on March 28, 2014 (the “March Siipalation™)
concerning resolution of the Actual Cash Vadee of the Property Damage component of the Claen
attributable 10 damage %o the buildings Lexingaoa had investigased and adjusted as of that time as
well as advances %0 Coke Str Geowers in respect of additional losses and damages against

Lexington's liability for boss of contents, mventory, and equipment; and loss of butincss income
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and cxua expense. The March Stipwlation was approved by the Cowrt on Ageil 14, 2014, sad
subsoquently Levisgion timely delivored the agroed-20 payment %0 Coloe St Geowers.

M.  Lexingtom has further imvestigated and adpasted the Claim, and Lexingion and
Color Star Growers have agreed hat the Actual Cash Value of the component of the Claim
antributable 10 loss of contents, inventory, and equipment investigaiad and adjusied 1o date & One
Milliom Fouwr Hundsed and Eighty-three Thousand Ose Hendred and Thiny-four Dollars and
thirty -three cents ($1,483,134.33), which amount is net of depreciation of Twenty-five Thowsand
Sixty-ghece Dollars and sixty-seven cents ($25.063.67). Any liability of Lexingion in respect of
sy additional claim for Joss of comtents, inventory, and equipment, for additional Property
Damage or other Components of the Claim not addressed herein or in the March Sripwlation,
and Color Star Grower's right to recover the Twenty-five Thousand Sixty-theree Dollars and
sixty-seven cents ($25,063.67) in depreciation hold-back, have sot been determined yet of
agreed 10 by the Parties.

N Loxington has agreed 10 make another payment in the gross amount of One
Millicn Four Hundred and Eighty-three Thousand One Hundred and Tharty-four Dollars and
thirty-gheee cents ($1,483,134.33) (the “Secomd Clain Paymwens”) against Lexington's hability
under the Pelicy.

0. The Second Claim Payment is ssbject 0 an offset of Two Hundred Thoussed
Dodlars ($200,000.00), which represents an Advance Payssent made by Lexinglon persuant 10
the March Stipulation. This results is set Second Claim Payment of One Million Two Hundeed
Eighty-three Thousand One Hundred and Thiny-four Dollars and  thirty-three cents
($1.283,134.33),
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P. The Podicy provides that “JiJa the event there is other swsrance covenng loss or
daemage insured undor this Policy, then this Policy shall apply caly as excess ...." As a resslt, the
Second Claim Payment 15 subject 10 a reduction of an additional One Hundred Eighty-seven
Thousand Nincteen Dollars and focty-Sone cents (S187.019.44) (the “Addisional Hertford
Preceeds™) reccived by Coloe Star Growers from Hartford during the period Masch 28, 2014,
through May 23, 2014. Reducing the Second Claim Paymsent by an amount oqual 10 the
Additiowsl Hergford Proceeds rosslts in a final et Second Clabm Payment of One Million
Ninety-six Thousand One Hundeed Fourteen Dollars aad eighty-mime cents ($1,096,114.59).
Lexington understands that Color Star Growers may receive additional funds from Hartford, and
Color St Growers and Lexinglon each rescrve all of their rights reganding the amsount and
propeiety of amy reduction of Lexington's Hability under the Palicy as a result of the Hartfoed
Proceeds, mcluding Lexington's right 10 assent addtional offset should Color Star Growers
receive additional funds from Hartfoed.

Q. Lexington has requestod that Coloe Star Growers seck entry of an oeder
asthorizing and appeovieg payment of the Secomd Claim Payment, upon proper notce 10 Color

NOW, THEREFORE, IT IS HEREBY STIPULATED AND AGREED by and between
the pastics 10 this Secomd Stipadation, in consideration of the focegoing recitals and agreements
expressed herein, that:

1L Lexinglon agrees, subject 10 the occurrence of the conditions peecedent set forth
in paragraph 2 below, ®o pay e Onc Million Nincty-six Thowsand Osc Husdred Fourteen
Dollars sad cighty-nine conts ($1,096,114 53) Second Claen Payment 10 Color Star Growers of
Colorado, Inc. as deblor-in-possession, within seven (7) calendar days of entry of an order
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accepting and approving this Second Stipulation. The Second Claam Payment is subject 10 the
Lenders’ clatens as mortgages under the Policy and as secesed panty sad is Cash Collateral under
the Interim Cash Collateral Ovders.

p 3 Each of the following events is a condition precedent 10 the cffectivencss of this

Second Supadation:
a the Cosrt shall have sccepied sad appeoved the Second Stipulation and
entered an ceder 10 that effect;
b the Second Stipulation shall bave become a fmal, non-appealable ceder in
the Bankrupicy Cases; and

c. Coldor Star Geowers shall submit an agroed proof of Joss to Lexington.
3. Color Star Growers represcnts and warrants hal:

a it has not sssigned or transferred all or any pant of the Claims (other than o
the extent the Claim or 2 isterest in the Policy or proceeds therefrom has
been assigned or tramsferred 1o the Debtors’ mwsmmm.
morigage and'or Joss payoe endonement and'or under the
Loan Documents, as such capstalized terms are defined in the First Interien
Ovder, or pursuant o the ksserim Cash Collateral Orders), and

b pursusat %0 the peocedures specified by the Bankruptcy Cort in its Order
Motion for Ovder Limiting Notice and Establishing Additional
Neotice Procedures dated December 23, 2013, it bas provided notice of the
filing of this Second Stpulation 10 (i) any partics, 10 B Debeony'
knowlodge, asscrting & mochanics”™ licn against the Dedtoes’ peoperty in
Colorado, (1) persons on the master service list, and (1) all persons who
receive ECF notice of filings in these cases.
4 For parposes of this Second Stipelation, all entitics referenced in thas Second
Stipulation shall inchade the entity referenced as well 25 its prodecessors, SUCCERSOn, assigns,
ducciors, officers, employees, and attorneys aad Beir respective suocessors, predecessors,

assigns, agents, and represeniatives.
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s This Secomd Stipulation shall sot be modified, aliered, amended, or vacated
without the apgeoval of the Bankruptcy Court, sed Color Sear Growers shall provide notice %
Lexingion of 2ay attempts 1o modify, aler, amend, or vacate the Second Stipulation

6. The Bankreptcy Coun retains jurisdiction with respect 10 all matiers ansang from
or relased 10 the implessentation of this Second Stipulation, and the Partics heredy comsent 10
such jurisdiction 10 resolve sy disputies o cortroversics arising from or related 10 this Second
Stpulation. Any motion or application brought before this Court %o resolve a dispute arising
from or related 1o this Second Stpulation shall be brought on notice as provided by and in
acoordance with the Federal Rudcs of Baskreptcy Procedure and the Local Rules for the Usated
States Baskruptcy Court foe the Eastern Disarict of Texas,

7. If sy peovision of this Second Stpulation shall for any reason be or become
invalid or ssenforceable, it shall not affect the remsaining provisions of this Second Stipulation,
which shall remain im full foree and cffect.

£ Each person signing this Second Stipulation has been duly asthonized 10 cnter o
the Second Stipulation ca bebalf of the entity or eatitics that person repeescrts.

9. Effect Immediate Upon Eatry of Baskrupecy Court Order. Notwithstanding the
appicabilicy of Rules 6004, 8001, and 8002 of the Federal Rules of Bankrupicy Procedure, the
Parties agree that this Second Stipulation shall be effective immediately upon cntry of the Order
bry the Court.

DATED this __ day of June, 2014,
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Respectfully subemized,

By: o/ Daniel P Winitkas
Danicl P. Winikka
Statc Bar No, 0079473
dwinikha@srwlawfim.com
Craig F. Simon
State Bar No. 00784968
csimon@srwlawfiem com

SIMON, RAY & WINIKKA LLP
2525 McKinnoa St Saise S40
Dallas, Texss 75200

(214) £71.2292 - Telephone
(469) 7591699 - Facsimile

PROPOSED SPECIAL COUNSEL
FOR COLOR STAR GROWERS OF
COLORADO, INC., DEBTOR

AND DEBTOR IN POSSESSION

By: /% Raymond [, Gregory Il
Raymond L. Gregory
State Bar No, 08438275
gl @euylevmnbriwoe.com

EGGLESTON & BRISCOE, LLP
4B00 Theee Allen Center

333 Clay Street, Suite 4800
Houston, Texas 77002

(713) 659-5100 - Tedepleae
(713) 9519920 - Facsanile

ATTORNEY FOR LEXINGTON
INSURANCE COMPANY
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