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ABSTRACT

This research project evaluated the economics of Industrial Emergency Services,
L.L.C. (IES) purchasing an existing fire training academy located in Axis, Alabama,
which had been foreclosed upon by the lender (the Bank).

IES is a for-profit, private sector fire department that provides contract
emergency response personnel (firefighters) to oil refineries and chemical plants. |IES
has a significant, legally mandated, live-fire training requirement which must provide for
realistic training which reasonably prepares its employees to safely perform the
emergency response actions required by the company.

In the Spring of 2000, IES had identified the need to develop its own proprietary
fire training academy due to its projected growth and the lack of timely access to
existing (public) fire training schools. Amongst its options, IES had considered building
its own “grass roots” training academy, but had discounted its feasibility based upon
capital cost, site selection, environmental permitting, and demand for |IES senior staff
time.

On August 7, 2000 IES learned that the subject facility was in receivership, and
began efforts to negotiate an offer for the facility which would be acceptable to the
Bank. IES believed that the opportunity to acquire an existing petrochemical fire
training facility at a “distressed” price represented a tremendous opportunity.

Agreement was reached in principle to purchase the facility for $625,000 on 13
July 2001, and IES entered into a lease agreement with the Bank on 15 September

2001, where upon IES could gain access to the site in order to conduct “due diligence”.



The purpose of this applied research project was to examine the financial
aspecits of the due diligence process. Specifically, whether Industrial Emergency
Services, L.L.C. should purchase the subject fire training academy. The evaluative
method was used. The following research questions were posed:

1. What will be the costs of operating the facility (both fixed and variable)?

2. What is IES’ use of the facility projected to be?

3.  What outside use of the facility is expected?

4.  What are IES current training costs?

5. Based upon the cost of the facility, the anticipated use of the facility, and
current competitive costs, what is the break-even analysis for the facility?

6. Based upon the capital value of the facility, is its purchase a good investment?

7. Should IES buy the facility?

The questions were researched, mainly through |IES internal documents, Bank
documents, and information sources specific to the subject property. Fixed and variable
costs were determined and a break-even analysis was conducted.

Based solely upon financial analysis, utilizing the assumptions that were included
in the research process, the result of the research was that IES should not purchase
the subject property.

However, the assumptions may have been too conservative, and there may have
been additional, non-financial, compelling reasons to purchase the facility anyway.
These issues are discussed, and due to the limitations on time available to complete the

research, recommendations for continued research are offered.
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INTRODUCTION

Industrial Emergency Services, L.L.C. (IES) provides “comprehensive In-Plant
Emergency Response and Related Support Services for the refining, chemical, and
high-hazard industries”.’

The emergency response services performed by IES, require specific, and legally
mandated training of IES employees. IES firefighters currently attend quarterly live-fire
training involving the control and extinguishment of flammable liquid (hydrocarbon) and
flammable gas (liquefied petroleum gas) fires.

Live-fire training is currently procured at outside (non-IES owned) fire training
schools that offer petroleum/LPG firefighting props, such as Lamar University
(Beaumont, Texas), and Louisiana State University (Baton Rouge, Louisiana).

There are significant costs associated with acquiring training at these fire
schools. Additionally, the scheduling of training at these schools can be difficult, forcing
IES to train at times not convenient to the company.

At the time of this study IES had identified several significant potential growth
opportunities. The ability to train new IES firefighters was deemed to be a “critical-path”
item in order to fulfill these new contracts. Said differently, IES management believed
that if it did not develop a means to train recruit firefighters and the officers necessary to
fulfill new contracts, IES would have to potentially pass on the additional work,
significantly reducing IES’ profitability.

IES management had been discussing the options of building its own fire training

academy, along with other options to improve access to firefighting training when it

learned of a unique opportunity. Early in 2000, IES management learned of the



foreclosure of a fire training academy in Axis, Alabama. The academy had been
purpose-built to train industrial firefighters of the Greater Mobile (AL) Emergency
Preparedness Association (GMEPA, or "the Association”). A five- (5) year loan had
been procured by GMEPA with a balloon payment at maturity. At maturity, GMEPA was
unable to refinance the loan and Regions Bank (the lender) foreclosed on the property.

On 13 July 2001, IES entered into an “agreement in principle” to purchase the
fire training academy from Regions Bank, concurrent to IES performing “due diligence”
on the property, and IES being found to be “credit worthy” by Regions Bank.

On 15 September 2001, IES agreed to lease the training academy from Regions
Bank through year-end 2001, in order gain access to the property to facilitate the
performance of “due diligence”. Part of that due diligence was for IES to conduct a
feasibility study to determine if the purchase of the training academy made good
business sense for IES.

Thus, the problem that prompted this research project was that while IES
management found the purchase of the fire training academy attractive in an
operational sense, management did not know whether the purchase was attractive in a
financial sense.

The purpose of this research was to evaluate whether Industrial Emergency
Services, L.L.C. should purchase the subject fire training academy. The evaluative
method was used. The following research questions were posed:

1. What will be the costs of operating the facility (both fixed and variable)?

2. Whatis IES’ use of the facility projected to be?

3.  What outside use of the facility is expected?

4. What are IES current training costs?



5. Based upon the cost of the facility, the anticipated use of the facility, and
current competitive costs, what is the break-even analysis for the facility?

6. Based upon the capital value of the facility, is its purchase a good
investment?

7. Should IES buy the facility?

This applied research project was conducted to meet three requirements:

1.  the corporate needs of Industrial Emergency Services, L.L.C.

2. the class requirements of Public Sector Finance (EFL-624) at Grand
Canyon University (Phoenix, Arizona) where the author is pursuing a Master
of Science Degree in Executive Fire Service Leadership.

3. the applied research requirement for Strategic Analysis of Executive
Leadership as part of the National Fire Academy’s Executive Fire Officer
Program.

The research required for the Grand Canyon University class was completed and
the initial research published on October 1, 2001. Additional research was then
conducted, especially a more comprehensive Literature Review, in order to meet the
National Fire Academy applied research criteria. Thus, this report carries a revised
publication date of May 2002. Due to the timing of this revision, in some cases, tense

may appear awkward.

BACKGROUND AND SIGNIFICANCE
IES is a for-profit, private sector fire department that provides contract
emergency response personnel (firefighters) to oil refineries and chemical plants. |IES

has a significant, legally mandated, live-fire training requirement which must provide for
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realistic training which reasonably prepares its employees to safely perform the
emergency response actions required by the company.

In the Spring of 2000, |IES had identified the need to develop its own proprietary
fire training academy due to its projected growth and the lack of timely access to
existing (public) fire training schools. Amongst its options, IES had considered building
its own “grass roots” training academy, but had discounted its feasibility based upon
capital cost, site selection, environmental permitting, and demand for |IES senior staff
time.

In early Summer 2000, IES learned that the subject facility was in receivership,
and began efforts to negotiate an offer for the facility which would be acceptable to the
Bank. IES believed that the opportunity to acquire an existing petrochemical fire
training facility at a "distressed” price represented a tremendous opportunity.

IES staff began researching the background of the subject facility and more
importantly why it failed.

On 07 August 2000, IES Chiefs Andrews and Deonarine traveled to Mobile, AL to
tour the subject facility and meet with representatives of Regions Bank.

On 07 August 2000, Andrews and Deonarine also met with Charles Moye of Ciba
Specialty Chemicals Corporation USA, in Mobile AL. In addition to other business
topics, Andrews and Deonarine inquired as to the past history of the site, and as to Mr.
Moye's opinion as to whether the original local participants in the training facility, would
use the facility again if it were to be reopened. Mr. Moye responded in the affirmative.

On 11 August 2000, IES Sent a “Letter of Intent to Purchase Training Center” to
Regions Bank (L. G. Deonarine, personal communication). The price offered was the

foreclosed value of $691,000.
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On 22 August 2000, Regions Bank responded, and indicated that it was their
practice to “entertain only offers to purchase with earnest money deposits (B. E. Austin,
Jr., personal communication).

On 18 September 2000, IES sent $6,910 (representing 1% of the offer price) as
earnest money to Regions Bank (L. G. Deonarine, personal communication).

On 25 September 2000, Regions Bank countered with a sales price of $750,000
(B. E. Austin, Jr., personal communication).

On 29 September 2000, IES accepted the terms of Regions Bank’s counter-offer,
with the conditions explained in “Attachment 1” (L. G. Deonarine, personal
communication).

This 29 September 2000, submittal was significant as it contained a list of “due
diligence” items that IES expected to have completed before any purchase was
formalized. Additionally, it requested significant data and documents from Regions
Bank. This entire correspondence can be found as “Appendix A" in this report.

On 07 November 2000, Andrews sent a request to Charles Moye of Ciba
Specialty Chemicals (R. C. Andrews, Jr., personal communication). In the letter
Andrews solicited Moye’s assistance in three areas as follows:

1. Inform the members of the Greater Mobile Industrial Association (GMIA) of

IES’ interest in purchasing and reopening the training facility.

2. Inquire amongst the GMIA members of their interest of using the facility, if

reopened.

3. Ask for assistance to rebuild the design and operational documentation for

the facility.

This correspondence can be found as “Appendix B” in this report.
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Negotiations with the bank got “bogged down” at this point, reportedly due to
difficulty in meeting IES’ information request, as well as personnel changes at Regions
Bank.

On 05 June 2001, negotiations resumed with Regions Bank advising that it had
no documentation to produce for IES other than two surveys [appraisals] (M. Garner,
personal communication).

On 05 July 2001, based upon the lack of facility documentation, IES resubmitted
an offer to purchase the property at a price of $600,000.

On 09 July 2001, Regions Bank countered IES’ offer at $675,000.

An agreement was reached in principle to purchase the facility for $675,000 on
13 July 2001 (L. G. Deonarine, personal communication). This correspondence can be
found as “Appendix C” in this report.

On 15 September 2001, IES entered into a lease agreement with the Bank,
where upon IES could gain access to the site in order to conduct “due diligence”. This
lease agreement can be found as “Appendix D" in this report.

The significance of the negotiation process with the Bank at the time of this
research was two-fold. First, there had to be agreement on price between the two
parties (IES and the Bank). Second, IES had to conduct due diligence to determine if
the facility was worth the money, and then develop a business model to determine if the
facility was commercially viable.

Once |IES had obtained commitment from the bank that it would sell the facility,

IES could begin its cost modeling and marketing efforts in the Mobile, AL area.
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This applied research project was significant to Industrial Emergency Services,
L.L.C., as IES had to determine under what conditions it could afford to purchase and
operate the facility.

Based upon the term of the lease, IES has until the end of 2001 to complete its
due diligence. The Bank expects at the end of the year for IES to either make good on
the purchase, or remove itself from the purchasing process.

The stated course goal of the Strategic Analysis of Executive Leadership (SAEL)
is as follows:

“The chief fire executive will develop the ability to conceptualize and
employ the key processes used by effective executive level
managers.” *

This applied research project, “A Feasibility Study to Determine the Economics of

Industrial Emergency Services, L.L.C. Purchasing an Existing Fire Academy in Axis,

Alabama” relates to the National Fire Academy SAEL Course in the following ways:

1.  Leadership is required to champion major changes and new initiatives in the
fire department. The purchase of the subject training academy would be a
major new initiative for IES.

2. Major initiatives must be viewed in the context of “organizational
subsystems” including technical, goals and values, managerial, structural,
and psychosocial subsystems. This research included the impact of the
training academy purchase on IES’ recruiting, training, human resources,
marketing, business development, safety, work flow, career development,

strategic goal-setting, and financial subsystems.
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The chief fire executive must be proficient in managing multiple roles. As
the “advocate” for the purchase of the training academy, and the principle
investigator for the applied research, | had to manage the roles of Leader,
Liaison, Monitor, Disseminator, Spokesperson, Entrepreneur, Resource
Allocator, and Negotiator.

The effective chief fire officer can foster creativity and innovation. The
potential purchase of a ready-built training academy represented an
innovative approach to acquiring training. Traditionally, in the refining and
chemical industry, this training is acquired from university fire schools.

A component of the SAEL course is the emphasis on “decision-making
skills". This applied research project utilized a formal financial “break-even
analysis” to assist in the formal decision making process.

A component of the SAEL course is “planning for change”. The motivation
for this research was based upon a real concern of Industrial Emergency
Services, specifically the need to obtain training capacity in advance of the
anticipated growth of the organization.

A component of the SAEL course is “evaluating”. The effective chief fire
officer must be able to analyze complex situations and develop strategies to
effect outcomes. This research reviewed myriad aspects of both the
problem and the potential solution. As an example, the environmental risks

of acquiring the facility were considered in addition to the financial risks.
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LITERATURE REVIEW

This study set out to determine the financial feasibility of Industrial Emergency
Services (IES) purchasing a fire training academy which had been foreclosed upon by a
bank. The research conducted was very narrow in scope and was specific to |IES.
Review of “industry literature”, “prior research of others”, and “survey instruments” were
not deemed to be useful, as this research was not “comparative”, but rather was
“evaluative”.

Therefore, the literature review for this study focused upon documents and
personal communications specifically related to this proprietary research. Examples of
the literature and other information sources reviewed in the course of this research
included:

a. Internal IES budget documents

b. Internal IES memoranda

c. Internal IES reports

d. Internal IES marketing reports and forecasts

e. Discussions with IES management

f.  Discussion with Regions Bank

g. Documents from Regions Bank

h. Documents specific to the foreclosed upon facility (blueprints, drawings,
photographs)

i.  Anindependent appraisal report for the facility 8
j.  Personal communications with IES’ bankers and other financial consultants

k. Personal communications with individuals possessing knowledge specific to
the facility being evaluated.
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l.  The textbook for the Public Sector Finance course (EFL 624) at Grand
Canyon University.*

Additional research was conducted in May 2002 in order to expand the literature
review to satisfy the requirements of the Executive Fire Officer Program. This
expanded literature review consisted of conducting a search of the Online Card Catalog
of the Learning Resource Center (LRC) at the National Emergency Training Center
(NETC).

The research was initiated by searching the Online Card Catalogue by
“Keywords in Title”. Searches for “Training Academy Cost”, “Training Academy”,
“Training Facility Cost”, and “Training Facility Economics” yielded no matches (“Records
Retrieved: 0").

The Online Card Catalogue search was expanded to include the broader topics
of “Cost Benefit Analysis” which yielded 34 “matches”, “Economics” which yielded 82
“matches”, and “Training Facility” which yielded 39 “matches”.

A review of the 34 title matches for “Cost Benefit Analysis” yielded no titles
specific to this research.

A review of the 82 title matches for “Economics” yielded no titles specific to this
research.

A review of the 39 title matches for “Training Facility” yielded two matches where
economics or justification was cited. Huber ® wrote an article in 1998 entitled
“Justification for Goshen Fire Department’s live-fire training facility” as part of the EFO
program. The article is not available from the LRC. Gorrondona ® wrote an article in
1990 entitled “A training facility: is it necessary and can we afford it?”. This article is

available from the LRC on Interlibrary Loan.
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Due to the specificity of this applied research to Industrial Emergency Services,
the two articles were not deemed to be relevant to this applied research project.

However, citations for these two (2) articles are listed under the “footnotes” and

“references” sections of this report to assist future researchers.

PROCEDURES

The chronology of events contained in the “Background and Significance” portion
of this report was reconstructed by reviewing several IES project files, which contained
myriad correspondence regarding the subject.

Fixed and variable costs (Question 1) for the proposed facility were determined,
having either researched specific costs or by utilizing actual cost levels observed by the
author while operating a similar facility in the past.

The projected use of the facility (Question 2) was determined by evaluating IES’
current and projected Live-fire Training, and Recruit School training requirements.
Charts were created, citing the number of employees to be trained, and then multiplying
the number of employees by the length of the respective class as reflected in Student
Contact Hours (SCH).

IES management was interviewed to determine what outside use of the facility
should be reflected in the study (Question 3).

IES internal billing records were reviewed to determine what its current training
costs were (Question 4).

A break-even analysis was then conducted and a chart reflecting the “break-even
point” created (Question 5). The chart was created using the example on page 109 of

the course textbook.
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Determination of whether the purchase of the facility was a good investment,
from a capital funds utilization perspective (Question 6), was conducted by interviewing
IES management, and by interviewing the Financial Controller of an European oil
company subsidiary.

The recommendation to purchase or not purchase the facility was evaluative
(Question 7). Assumptions provided by IES management to determine both costs and
revenue for the subject facility were applied during the research, and the results then

compared with [ES’ goal for internal rate-of-return for capital employed.

Limitations

This study was limited due to the time available to meet the EFL 624 course
schedule as set forth by Grand Canyon University.

Furthermore, this research project was not theoretical, but rather represented a
current ongoing corporate initiative of Industrial Emergency Services, L.L.C.
Subsequently, fact-finding and other research activities were being conducted by IES
during the research period. Some of the data needed to support all of the conclusions
and recommendations contained in this report was not yet acquired (or verified) by the
deadline for this research. In other words, the timetable IES was using (including the
work of others outside of IES’ direct control) to conduct this research to support its
business initiative, and the timetable demanded of the University, were not always in

sync.
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RESULTS
1. What will be the costs of operating the facility (both fixed and variable)?
The annual fixed costs are estimated to be $ 225,000 per year. Details of these
costs are contained in Table 1. The assumptions used to calculate the fixed costs are
contained in the footnotes of Table 1.

TABLE 1

| ANNUAL FIXED COSTS

Debt Service (1) 54,000
Utilities 12,600
Electric (2) 6,000
Water / Sewer 3,000
Phone * 3,600
Insurance 20,500
General Liability (3) 500
Property 20,000
Maintenance 12,000
Property Taxes (4) 6,750
Personnel 44,050
Caretaker (5) 40,600
Mileage Reimbursement (6) 3,450
Sub-Total 149,900
Contingency — 5% (7) 7,500
Depreciation (8) 67,500
TOTAL $224,900
NOTES:

*  Estimated

(1) $675,000 (Purchase Price) @ 8%.

(2) $500 / month average as reported in telephone conversation on September 25, 2001 with
Russell Yarbrough of Alabama Power Company.

(3) Estimate from E-mail from Christine Scharmen with Borden Insurance.

(4) Estimated at 1% of $675,000.

(5) Based upon $29,000 annual salary plus 40% benefits.

(6) 10,000 personal miles reimbursed at IRS allowable rate of $0.345 / mile.

(7) 5% of Sub-Total

(8) Assumes 10 year average depreciation schedule on $675,000 purchase price.

Variable costs were defined to be $ 10.00 per Student Contact Hour (SCH). A

Student Contact Hour is defined as one student in class for one hour. The $ 10.00 per
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SCH variable cost was selected based upon the author s experience in running the
Refinery Terminal Fire Company Fire Training Academy in Corpus Christi, Texas.
2. What is IES use of the facility projected to be?

Quarterly Live-fire Training

IES intends to use the facility to conduct Quarterly Live-Fire Training , and

Recruit Training .

Each IES employee assigned to emergency operations will receive 48 hours of
In-Service training annually at the facility. This training is obtained by attending a 12-
hour training session, four times per year. Table 2 shows the number of Student

Contact Hours based upon IES employment levels.

TABLE 2

IES Facility Use (Quarterly Training) Expressed as
"Student Contact Hours" (SCH)

E.
a8 4800
Lo 3840
1331
E 5a 2880
é BE 1920
T 960
a8
e N
20 40 60 80 100

Number of Employees
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IES projects the following employment based upon successful marketing:

TABLE 3
NUMBER OF SCH FOR
CLIENT EMERGENCY STATUS QUARTERLY
OPERATIONS TRAINING
PERSONNEL
Motiva Enterprises 15 Active 720
Marathon Ashland Petroleum 2 Active 96
Louisiana Headquarters 1 Active 48
Corporate Headquarters 1 Active 48
ExxonMobil 26 June 2002 1,248
Marathon Ashland Petroleum 11 June 2002 528
Louisiana Headquarters 2 June 2002 96
Port of Greater Baton Rouge 2 June 2003 96
St. James Parish Station 18 June 2003 864
TOTAL 78 3,744

Recruit School Training

IES conducts its own recruit school training for new firefighters. While the entire

recruit school curriculum is 1040 hours, 348 hours of instruction would be conducted at

the proposed facility. The specific courses that would be conducted at the proposed

facility are listed in Table 4. Table 5 shows the number of Student Contact Hours that

are required based upon the number of firefighter recruits.

TABLE 4
% TRAINED AT | ACTUAL HOURS
CLASS TITLE TOTAL PROPOSED TRAINED AT
HOURS FACILITY PROPOSED
FACILITY
Unit Operator FireFighting 8 100% 8
Defensive Fire Fighting — Petrochemical 56 100% 56
Offensive Fire Fighting — Petrochemical 56 50% 28
Interior Structural Fire Fighting 56 100% 56
HazMat Tech (NFPA 472) 56 100% 56
Combined Evolutions 48 50% 24
Industrial Confined Space & High Angle 80 100% 80
Rescue (Rescue 1 & 2)
Rescue 3 40 100% 40
TOTAL 400 348




TABLE 5

IES Facility Use (Recruit Training) Expressed as

"Student Contact Hours" (SCH)
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IES annual use of the proposed facility is dependent upon the timing of hiring.

<8 What outside use of the facility is expected?

IES senior management preferred justifying the purchase and operation of the

proposed fire training academy without the need for outside participation. Thus, this

study did not include outside use.

4, What are IES current training costs?

In general, |IES is charged $30.00 per student contact hour by the schools it

currently utilizes, such as Lamar University (Beaumont, TX) and Louisiana State

University (Baton Rouge, LA).

22
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5. Based upon the cost of the facility, the anticipated use of the facility, and
current competitive costs, what is the break-even analysis for the facility?

A break-even analysis is shown in Table 7. Based upon the $225,000 per year
fixed cost, and a $10.00 per Student Contact Hour variable cost, the break-even cost is
$337,500 per year, requiring a training utilization of 11,250 SCH at a value of $30.00
per SCH.

The only way it appears feasible to have a training demand approaching 11,250

SCH in the first year of the facility s operation, is contained in the scenario depicted in

Table 6.
TABLE 6
TRAINING ACTIVITY NO. OF SCH EACH TOTAL
EMPLOYEES SCH

Quarterly Training - Motiva 15 48 720
Quarterly Training Command Staff 2 48 96
Recruit School —ExxonMobil 26 348 9,048
Quarterly Training —ExxonMobil 26 24 624
TOTAL 10,488

NOTES FOR TABLE 7:

960 SCH = Quarterly Training for 20 Firefighters (48 X 20)

2208 SCH = Quarterly Training for 96 Firefighters (48 X 46)

10632 SCH = Quarterly Training for 20 Firefighters for full year (960) + Recruit
School for 26 Firefighters of 9048 SCH (348 X 26) + Quarterly
Training for 26 Firefighters for 1/2 year (624).

11250 SCH = Calculated break-even Point

12000 SCH = Arbitrary Point

13000 SCH

1l

Arbitrary Point
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The market value of the use of the proposed facility by |ES for Quarterly Training
is contained in Table 8. The market value of the use of the proposed facility by IES for
Recruit School Training is contained in Table 9. Both Tables 8 and 9 use the number of
Student Contact Hours multiplied by $30.00 per SCH to depict the value (internal
revenue) of the training.

TABLE 8

IES Facility Use (Quarterly Training) Market Value of

Training
$144,000
T $115,200
3
= $86,400
8
&, $57,600
3
3 $28,800
960 1920 2880 3840 4800

Student Contact Hours
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TABLE 9

IES Facility Use (Recruit Training) Market Value of
Training

A e A A A B s

$438,480

$375,840
$318,220
$250,560
$187,920

$125,280
| $62,640
T

. . . , ;

2088 4176 6264 8352 10440 12528 14616
Student Contact Hours (SCH)

Yalue (at $30 7 SCH)

It appears that the only way for IES to continue to approach the SCH necessary
to break-even is to annually conduct a Recruit School.

Based upon the 11,250 Student Contact Hours required to break-even, IES
would have to have 235 employees assigned to emergency operations before it would
not be required to conduct a recruit school to contribute to the SCH requirement (235
employees X 48 SCH / year = 11,280 SCH).

Thus, it is of concern, that if IES stops growing before it reaches 235 employees,
that the proposed training facility WOULD NOT break-even.

Based upon this break-even analysis, it may be necessary for IES senior
management to review / validate the assumptions included in calculating the facility s

fixed costs, as well as revisit the preference to not rely on outside business (revenue).
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There may also be other justification to purchase the facility, even if from a

financial perspective it does not break-even. These soft-issues can be found in the
Discussion section of this report.

6. Based upon the capital value of the facility, is its purchase a good
investment?

The answer is Possibly (it s a marginal case).

The return on investment is dependent upon whether IES can produce the
volume of training, on a consistent basis, necessary to cover the break-even costs.
This is a BIG assumption. If IES can, then the debt service of 8% and a 10 year
depreciation allowance is provided for.

The assumption here is that an 8% return on internally employed capital is
considered a good investment for IES (more about this can be found in the

Discussion portion of this report). IES views the 8% return-on-investment goal this
way: [f IES had $675,000 available for investment, what return (in today s economy,
including now the aftermath of the September 11, 2001 terrorist attacks) could IES
expect to see? . At the time of this study IES did not have sufficient capital available to
consider purchasing the facility outright. Therefore, the 8% debt service cost is included
in the fixed cost calculation. At that time, the cost of debt service (8%) and IES internal
return-on-investment goal (8%) happens to match. In times of greater (national)
economic prosperity, the two rates may not match.

A discussion with J. de Bruyn (personal communication, September 11, 2001,
Almere, The Netherlands) took place to determine the internal rate-of-return required by
a multi-national for-profit company, for comparison purposes. J. de Bruyn advised that

his company (for which he is the Financial Controller), SigmaKalon (formerly Sigma
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Coatings), required a 20% annual return on capital employed. J. de Bruyn said that in
his case, in order to approve a capital investment of $675,000 he would require a return
of $135,000 annually (20%), AFTER all expenses were paid. He further advised that in
the current economy, he would most likely require a two (2)- year payback (all of the
investment would be recovered in 24 months).

SigmakKalon is a wholly owned subsidiary of TOTALFINA, the European oil giant.
SigmaKalon has an annual turnover of $250 million (about the same budget as the
Houston Fire Department). The fact that SigmakKalon believes that in order to be
financially successful in today s economy it must receive an internal rate-of-return of
20% is noteworthy. IES management could be well advised to evaluate their internal
rate-of—return goal to assure it is adequate.

J. de Bruyn also cautioned that the liquidity (lack of) of the facility that IES was
considering was also of concern to him. Due to the special purpose-built nature of the
fire training academy, the facility is not. readily sellable (liquid). This fact is validated as
the subject facility has been in foreclosure for the past 2 years with no buyer (other than
IES) identified. J. de Bruyn advised that due to the non-liquidity of the facility,
SigmaKalon would not buy it unless there was a critical business purpose for the facility,
and the 2-year payback could be achieved. He further suggested that, in this case,
leasing would be preferable to purchase.

7. Should IES buy the facility?
IES, from a strictly financial perspective, based upon the assumptions contained in this

research project, SHOULD NOT buy the facility.
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DISCUSSION

The results were both disappointing and enlightening. |ES management would
very much have liked to purchase the facility at the beginning of this research project.
However, based upon the assumptions used in this study, purchasing the facility seems
like a really bad idea from a financial standpoint. This is disappointing. At the same
time, the results of this research have been very enlightening, however, and may have
prevented IES from making a seriously bad acquisition. This has been a case where
management's “hunch” or “intuitiveness” was not borne out by the facts.

This research was tied to certain specific assumptions, such as “outside training
will not be relied upon to justify the purchase of the facility”. Obviously, if those
assumptions (upon which the research was conducted) changed, it is quite possible that
the results of this research would also change.

It will be up to IES management to either accept the findings of this report “as is”
and “kill the project”, or having reviewed this report, decide which assumptions it
believes to be unrealistic or unreasonable restrictive. Concurrent with the potential
modification (liberalization) of the assumptions, IES senior management would be well
advised to understand the commensurate risk often associated with the “watering-down”
of assumptions (requirements, criteria, increased variability, etc.). IES should evaluate
the subsequent risk associated with adherence to standards that were not set high
enough to protect the company from a financial perspective.

Regardless of whether IES management decides to purchase the property based
upon financial criteria, there are two (2) otherwise potentially “fatal” flaws to the facility.

Those flaws reflect potential environmental liability.
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First, written documentation from the Alabama Department of Environmental
Management (ADEM), stating that IES will be allowed to restart and operate the facility
is critical. A fire fraining academy that uses kerosene fuel for live-burns, emits smoke
into the environment. Additionally, there is a wastewater treatment plant on-site that
may require permitting before the outfall from the treatment plant can be discharged.
IES must assure itself that ADEM will permit the new facility to operate.

Second, when the Bank foreclosed upon the property, several 55-gallon drums of
unknown contents and condition were on the site, as were several other tank-type
containers, and a vacuum truck. The contents of these containers must be determined,
and the drums and associated containers removed from the site and disposed of in a
compliant and legal manner.

The Bank has offered the property on an “As Is, Where Is” basis. IES should not
purchase the facility without these environmental liabilities having been resolved. The
short-term and long-term financial liability of the site related to these environmental
concerns, can significantly affect the financial strength of IES, and IES management is
advised in the strongest of terms to consider these two environmental liabilities as “deal-
breakers”.

The property has an appraised “In Use Market Value of $1.4 million dollars” and
an “Orderly Liquidation Value of $700,000". IES in its most recent letter-of-intent has
offered the Bank $675,000 for the facility, contingent upon IES completing its “due
diligence” with a favorable outcome.

On the surface, it appears that IES is getting a really good deal, obtaining a

facility at less that 50% of appraised value. The problem is that the “appraised” or
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“market” value of the site is, in reality, only confirmed (or proved-up) by an actual sale.
In other words, “a property is only worth what someone is willing to pay for it”. Thus far,
IES has been the only credible bidder on the site. This may be because IES “got the
inside track” on the facility (perhaps, more entities would have shown interest in the site,
if Regions Bank had done a better job of marketing / advertising the site’s availability),
or it may be that there is no market for the site. Thus, liquidity of the site should be of
concern to IES management. Further, IES should not be tempted to (if purchased),
place the property on the "IES books” for anything more than it actually paid.
Two circumstances (perhaps more) may create conditions where the facility
would meet its appraised value, and these circumstances should be evaluated:
1. The facility is operating at a profit and the income stream, in combination
with the asset value of the facility, is attractive for a purchaser. In this case,
IES would have to take the dormant facility, return it to operating condition,
develop a sustainable clientele, and then sell the entire operation (order
book and fixed assets) at a profit.
2. |ES as an entire entity is sold, with the fire training academy as an integral
part of the company. In this case, the facility would have to be viewed as a
necessary integrated part of IES, otherwise the purchaser of IES may
require that either the facility be “carved-out of the deal”, or the value of the
facility “deep discounted”.
In either case, IES management should evaluate the “cost of capital employed”
during the period between the purchase of the facility and its eventual sale. At the time
of sale, IES should have received at least the return on investment for its $675,000 (the

purchase price) as it would have had it invested in a much less speculative instrument.
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As mentioned previously, there may be some compelling, non-financial
justification for purchasing the facility. One instance would be where IES has received a
major contract for placing 26 firefighters in an oil refinery, but IES could not access non-
IES controlled training schools due to scheduling conflicts. In this case IES
management should consider the cost of losing or delaying the contract. A case could
then be made by calculating the financial benefit to IES, of IES having its own (and
immediately accessible) fire training facility.

Additionally, the immediate availability of the facility, and its relative value when
compared to designing, permitting, and building a brand-new IES fire training academy
should be weighed by IES management in its final evaluation.

Lastly, the synergistic benefit of having an IES presence in Mobile, AL should be
considered. Mobile is a large petrochemical and chemical hub, and the presence of |IES
in that area through the training academy, may lead to other IES business in the greater
Mobile area.

Often applied research projects raise more questions then they answer. This is
one of those cases. Continued research is indicated. Additional research activities are

contained in the “Recommendations” section of this report.

RECOMMENDATIONS
The results of this study indicate that based upon the assumptions used in this
research, the proposed facility should not be purchased. However, should IES
management desire to continue this study, the following additional research activities

should be performed:
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During the period of lease (15 September — 31 December 2001)

1

2.

10.

1.

g 14

13.

Occupy the facility and provide a temporary IES caretaker.
Have utilities (electric, water and sewer) activated.

Perform housekeeping activities for buildings and grounds (clean buildings,
cut grass, and generally improve appearance).

Review "due diligence list” (see Appendix C) and perform those activities as
practicable.

Contact the Alabama Department of Environmental Management (ADEM) to
assure that environmental permits can be issued (or are not necessary).
Obtain written response from ADEM.

Evaluate 55-gallon drums, and other containers, and make recommendation
to Regions Bank for their proper disposal.

Initiate marketing effort to quantify potential business in the greater Mobile
area.

Begin to obtain “real” cost data (for utilities, grounds keeping, etc.) while
operating the facility in the interim (lease) period.

Validate fixed costs assumptions as used in this report. Lower fixed costs
where possible.

Utilize the facility for non-fire related training (rescue, haz-mat, strategy &
tactics, etc.), as soon as possible within the lease period, to generate
income and validate the market.

Identify what start-up costs will be necessary to begin live-fire training.

Validate the other financial assumptions used in this report (such as
required return-on-capital-employed).

Provide the Bank by 01 January 2002 a final offer. This offer may include:

a. purchase of the property as offered by IES on 13 July 2001

b. purchase of the property at a lowered price (to lower the break-even
point).

c. an offer to continue to lease the facility
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Additional Recommendation for Researchers

At the beginning of this research, IES management intuitively believed that the
purchase of the subject training academy was a “good deal”. Only after a formal,
quantitative analysis was completed, was it determined that management's “gut feeling”
was wrong. In fact, should IES have proceeded with the purchase as originally agreed
to with the bank, IES would have made a significant financial mistake.

Thus, while the specific recommendations of this report relate to the subject
facility, one significant recommendation emerges applicable to any chief fire officer
contemplating a significant purchase resulting from the desire to enter into a new area
of service delivery. That recommendation is to take the time to conduct a formal
economic analysis, and resist the temptation to move ahead based upon less formal

evaluation processes (gut-feeling, group-think, etc.).
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Regions
N Bank
September 25, 2000

M. Leonard G. Decnarine
Industrial Emergency Services, LLC
Charter Bank Building

801 N. Navigation Blvd., Suite 200
Corpus Christi, Texas 78408-2644

Dear Mr. Deonarine:

Thank you for your offer to purchase of September 18, 2000, on the 82+/- acre fire safety training
facility in Axis, Alabama. After careful consideration we would like to propose a counter offer as
detailed below:

*Purchase price of $750,000.00.

*Seller will convey title by statutory warranty deed and provide an owner’s title.

policy for the puxchase price to buyer subject to a one year right of redemption
from the date of foreclosure.

*Pro ration of taxes for the current year.

#Seller will allow 30 days from acceptance of this counter offer for buyer’s
completion of due diligence ingpection. Upon the expiration of said 30
day period buyer must accept and remove this condition or texminate
interest in the purchase of said property. Emest money will be returned
if interest is terminated.

*Seﬂnrﬂalséaﬂow%dnysﬁ‘omdalnofmnpmnmforbwyartome
financing, the terms of which must be satisfactory to buyer. Either party
may terminate this contract after this period unless buyer obtains
financing and provides seller with a commitment letter from a financial
institution within 30 days from day of this acceptance. If buyer is unable
to abtain satisfactory financing, buyer may terminate this contract and ernest
money will be refunded. '

Post Office Box 2527  Mobile, Alabama 36622-0001
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September 22, 2000
Page 2

#Sale must be closed within 60 days of acceptance,

*This counter offer shail expire, Friday, September 29, 2000 at 5:00 p.m.
central time.

Sincerely,

/G-

Bruce E. Austin, Jr.
Vice President and
Commercial Credit Manager

@ehﬂeby accept the terms of this counter offer this




ATTACHMENT 1 ‘”

Industrial Emergency Setrvices, L.L.C. (IES) accepts the terms of Regions Bank,
including the counter offer price of $750,000, as contained in their letter of 25
September 2000, with the following conditions:

IES requests that Regions Bank assemble, for review by |IES, documents and
other information (“The Material”) about the subject property necessary for IES fo
begin its due diligence process.

Regions Bank will have 14 days to assemble “The Material” in advance of the
arrival of IES personnel on 16 October 2000. “The Material” will be assembled in
the main classroom building on the subject site. IES will have full access to the
site for 5 days in which to determine the completeness of “The Material”. |ES
makes no representation that this 5-day per:od will be adequate to fully complete
its due diligence process.

The 30-day and 60-day time periods referenced in Regions Bank letter of 25
September will begin on 23 October 2000.

“The Material” to be assembled by Regions Bank for review by IES includes:

1. All drawings, blueprints, sketches, calculations, engineering work, piping &
instrument distribution (P&ID) documentation, and any other pertinent
information, regarding the design and actual construction of the property and
all improvements to same, including:

A. Thesite :

B. Wastewater treatment plant, pond and system

C. Fuel delivery, storage, transmission and control system(s)

D. All utility systems including: electrical distribution, sewer and/or septic,
propane and/or other fuels to heat buildings, telecommunications and
data transmission systems, etc.

E. Security systems

F. Fixed fire protection systems for the entire site to include firefighting

training props as well as automatic sprinkler protection for site
buildings.

2. All materials regarding the “design premise”, engineering standards,
regulatory requirements, or any other criteria used for the design and
construction of the facility, and corresponding documentation of adherence
and/or compliance with those standards.
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All operating manuals, standard operating procedures, guidelines, or any
other materials documenting how the facility is to be safely operated

including:

A. All fire training props and facilities

B. All rotating and mechanical equipment
C. All safety systems

D. All utility systems

Copies of all inspection reports (safety, environmeﬁtal, structural,
mechanical, etc.) conducted at the facility since inception.

Certificates of origin, or other documentation, related to the refining and/or
chemical process equipment donated to the facility by industry. .

Certificates of origin of all chemical containers currently on the site (i.e. 55-
gallon drums, etc.). An explanation of what the “vacuum truck” at the site
was used for.

An inventory of all fuel and otherwise hazardous materials currently on the
site.

Standard operation procedures and other guidelines used during the start-up
of the facility.

All general lesson plans, training guides and “prop specific” lesson pians for
the site’s training facilities. :

All environmental and operation permits issued by regulatory agencies (i.e.
State and U.S. Environmental Protection Agency) regarding the use and
ownership of the facility.(i.e. air permits, wastewater discharge permits,
water use permits, etc.). Evidence of the transferability of those permits (i.e.
is Regions Bank now the environmental permit holder by virtue of being the
current owner?)

Test results of the outfall and/or discharge of the wastewater treatment
system.

Complete physical descriptions, drawings, and surveys of the property -
including meets and bounds descriptions and all other customary legal
descriptions. Current information regarding the property’s zoning or other:
legal categorization. A topographical drawing of the site including all
improvements.
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All of the findings of due diligence efforts conducted by Regions Bank
throughout the property’s history and specifically as related to the
foreclosure on the subject property.

Any evidence of existing environmental contamination and documentation of
any knowledge of environmental excursions or other regulatory violations
committed by the prior owner(s).

Titles to the motor vehicles and trailers currently on the subject property.

Copies of utility bills and other pertinent information from which monthly and
annual operating costs can be derived.

Ownership of “The Material” will transfer to IES along with the site and all
associated equipment, property and appurtenances, upon close of the sale.



LEONABRD G, DEONARINE, CET, OBSY
Senior Vice President
Depuiy Fire Chief

LARRY DAVIS, SFPE, CFPS
Staff Division Chief

GLORIA J. GIL, CPS
Executive Assistant
Office Manager

BEADQUARTERS

Charter Banic Building — Suite 200
801 N. Navigation Blvd.

Corpus Christi, TX 78408-2644
Phone: 361.653,7100

FAX: 361.653.7120

Internet: wwwiisile com

DANIEL GARCIA
Vice President
Deputy Fire Chief

‘Phone: 225.562.7681 (Ext. 3964)
FAX: 2352963874

BARRY BROWNING, MBE
Chief Fire Officer

UNITED KINGDOM, EUROPE
MIDDLE EAST, PACIFIC RIM
55 Femdale Road

New Milon

Hampshins
BH25 SEX
United Kingdom

- Phone/FAX: +44.1425,615282

APPENDIX B

INDUSTRIAL EMERGENCY SERVICES, L. L C.

07 November 2000
RCA2000-024

VIA UPS: Airbill No.
1Z 01A R04 22 1000 080 7

Charles Moye

Emergency Response Coordinator

Ciba Speciaity Chemicals Corporation USA
Ciba Road

Mcintosh, AL 36553

Re: FIRE TRAINING ACADEMY - AXIS, AL
Dear Charles:

Deputy Chief Lenny Deonarine and | enjoyed our telephone
discussijon with you yesterday.

As we discussed, Industrial Emergency Services, L.L.C. (IES) is
currently in negotiation with Regions Bank to purchase the recently
foreclosed upon Fire Training Academy in Axis, AL. |ES has
provided Regions Bank with earnest money, however, the process
has become "bogged down” due to the difficulty in obtaining design
and operational documentation for the facility.

We would like to take advantage of your kind offer to assist us in
rebuilding the missing documentation. There are two (2) items
specifically that you can help us with. :

1. Inquire within Ciba Specialty Chemicals as to what
- documentation may be available due to Ciba's prior
engineering and other project support activities.

2. Inform the members of the Greater Mobile Industrial
Association (GMIA) of IES' current efforts to purchase and
reactivate the Fire Training Academy and aiso request their
assistance in helping us. reconstruct the necessary
documentation to properly and safely operate the facility.

Also, inquire amongst the GMIA members as to what their
current levels of interest are in the Fire Training Academy
reopening.

You advised us that GMIA will have its regularly scheduled
monthly meeting this Th ursday, 09 November. .
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We've prepared some folders for you to distribute at Thursday’s GMIA meeting.
Additionally, please feel free to distribute the folders to anyone else you deem appropriate.
Each folder contains the following information:

e A copy of this letter.

o A list of materials which we provided to Regions Bank in an attempt to assemble
documentation about the Fire Training Academy, so that IES could begin its "due
diligence”,

‘o An IES brochure so that the GMIA members can learn about IES.

* Business cards for both Deputy Chief Deonarine and me.

IES is committed to reopening the Fire Training Academy in Axis, AL. We believe that the
facility would be beneficial in achieving IES internal training goals. We are also very
excited about providing local, cost effective, quality fire and related emergency response
training to the industrial community in the greater Mobile area. We believe there are two
critical steps in our path-forward:

1. |ES must be able to document the design and operational procedures from which the
school was originally built, so that we may operate the school safely.

2. |ES must evaluate the potential customer utilization of the school so that we may
determine if the facility is economically feasible.

We believe both of these critical steps, while difficult to complete, are possible and we
remain optimistic.

Charles, thank you for yaour assistance. | look forward to your feedback after the GMIA
meeting on Thursday.

Sincerely,

A

Robert C. Andrews, Jr., P.E.
President & Fire Chief

gg
Enclosed: IES Folders (25)

pe: L. G. Deonarine, Senior Vice President & Deputy Fire Chief
D. Garcia, Vice President & Deputy Fire Chief
Bruce E. Austin, Jr. — Regions Bank, Mobile, AL
Subject File: Training Academy Foreclosure — Axis, AL
RCA Correspondence File
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“The Material” to be assembled by Regions Bank (or by others) for review

by IES includes:

1. All drawings, blueprints, sketches, calculations, engineering work, piping &
instrument distribution (P&ID) documentation, and any other pertinent
information, regarding the design and actual construction of the property and
all improvements to same, including:

A. The site

B. Wastewater treatment plant, pond and system

C. Fuel delivery, storage, transmission and control system(s)

D. All utility systems including: electrical distribution, sewer and/or septic,
propane and/or other fuels to heat buildings, te!ecommumcatlons and
data transmission systems, etc.

E. Security systems

F. Fixed fire protection systems for the entire site to include firefighting

training props as well as aufomatic sprinkler protection for site
buildings.

2. All materials regarding the “design premise”, engineering standards,
regulatory requirements, or any other criteria used for the design and
construction of the facility, and corresponding documentation of adherence
and/or compliance with those standards.

3. All operating manuals, standard operating procedures guidelines, or any
other materials documenting how the facmty is to be safely operated
including:

A. Al fire training props and facilities

B. All rotating and mechanical equipment
C. All safety systems

D. All utility systems

4. Copies of all inspection reports (safety, environmental, structural,
mechanical, etc.) conducted at the facility since inception.

5. Certificates of origin, or other dodqmentatiun, related to the refining and/or
chemical process equipment donated to the facility by industry.

6. Certificates of origin of all chemical containers currently on the site (i.e. 55-

gallon drums, etc.). An explanation of what the “vacuum truck” at the site
was used for.

RCA2000-024 07 November 2000
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12.

13.

14.

15.
16.

An inventory of all fuel and othermse hazardous materials currentty on the
site.

Standard operation procedures and other guidelines used during the start-up
of the facility.

All general lesson plans, training guides and “prop specific” lesson plans for
the site’s training facilities.

All environmental and operation permits issued by regulatory agencies (i.e.
State and U.S. Environmental Protection Agency) regarding the use and
ownership of the facility.(i.e. air permits, wastewater discharge permits,
water use permits, etc.). Evidence of the transferability of thase permits (i.e.
is Regions Bank now the environmental permit holder by virtue of being the
current owner?)

Test results of the outfall and/or discharge of the wastewater treatment
system.

Complete physical descriptions, drawings, and surveys of the property
including meets and bounds descriptions and all other customary legal
descriptions. Current information regarding the property’s zoning or other
legal categorization. A topographical drawing of the site including all
improvements.

All of the findings of due diligence efforts conducted by Regions Bank
throughout the property’s history and specifically as related to the
foreclosure on the subject property.

Any evidence of existing environmental contamination and documentation of
any knowledge of environmental excursions or other regulatory violations
committed by the prior owner(s).

Titles to the motor vehicles and trailers currently on the subject property.

Copies of utility bills and other pertiﬁent information from which monthly and
annual operating costs can be derived.

RCA2000-024 ! 07 November 2000
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DANIEL GARCIA
Vice President
Deputy Fire Chief
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Chief Fire Officer
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United Kingdom

Phone/FAX: +44,1425.615282

13 July 2001
LGD2001-021
VIA Fax: 334.690.1096

Mike Garner

Assistant Vice President
Special Assets Department
Regions Bank

106 St. Francis Street
Mobile, AL 36602

Re: Acceptance of Counter Offer for Fire Training Center
(82+/- Acres Fire Training Site)

Dear Mike:

| am pleased to inform you that Industrial Emergency Services,
L.L.C. (IES) accepts your counter offer of 09 July 2001 to purchase
the subject property at a price of $675,000.00.

Thank you also for considering providing |IES with financing for the
property. We will begin the process of providing you with financial
statements, tax returns, and information regarding our bank of
record. '

We have begun to check on the status of the facility’s operating-
permits with the Alabama Department of Environmental
Management. We expect to hear back from them next week to see
what we will have to do in order to obtain environmental permits for
the Training Center. ' ‘

| would like to extend a personal note of thanks. to you and- your

" team at Regions Bank for working with us to restore this facility to

its original vital role in preparing dedicated emergency responders,
as well as protecting our environment, our property, and most
importantly our children.

Sincerely,

Leonard G. Deonarine
Senior Vice President & Deputy Fire Chief

pc:  Project File: Training Academy Foreclosure - Axis, AL
Rabert C, Andrews, Jr., President & Fire Chief
LGD Correspondence File



Recaived: 2/1a0/01 10:38; 334 680 1088 -= TND EMERG SAVS, LLG: Page 1

SE:;lB“EEBl 18: 25 FROM:CREDIT ADMIM 334 6568 1696 TO:91361653712818845 P19
% APPENDIX . 49
% REGIONS BANK TELEFAX TRANSMISSION FORM
* |
&

% M.&&Mr‘*—‘—— FROM: _MM

Department/Office -

DATE: __ 7 *M L/ FAX #

If received incomplete, call

{:&5::
: Message below
I # of pages including this one

MESSAGE:

Signed:

GEN-170 2/89

L



SE!

Sent by: IND EMERG BRVE, LLC

SEP-6-2@1 .12:@3 FROM: CREDIT ADMIN 334 698 1896

Received: ©/10/01 10:3a; 334 690 1098 -> IND EMERG SRVS, LLC; Page 2

P-10-2001 18:25 FROM:CREDIT ADMIM 334 65@ 1896 B T0: 91361653712018845  P:2-9

a816537120; 09/07/01 12:23; mfn_#ma;PagQ 2/9
Ragaived: 2/ 8/01 12:97; 334 680 008 -2 IND EMERG SRYS, LLC; Page 2

TD:91361853712016895 Pi2s9

LEASE AGREEMENT

STATE OF ALABAMA:
COUNTY OF MOBILE:

" | .
THIS LEASE, made this /5 day of Sepfembes, , 2001, by and between

REGIONS BANIK, hereinafter called “Lessor,” of the one part and IES, LLC, hereinafter
called “l.essee” of the other part:

WITNESSETH:

in consideration of the mutual covenants, promises and representations
contained herein, the parties hereto agree as follows:

Section 1. Lease Estate. The Lessor does hereby demise and let the premises il et '
lacated in Mobile Cnunty. Alabama, “the Property” and more particularly described as %*
follows: B

Beginning at a point where the West line of Section 15, Township 1
South, Range 1 Wast intersects the South right-of-way line of Salco Road
(an 80 foot right-of-way) thence run along the South right-of-way of Salco
Road the foflowing: run North 36 degrees 42 minutes 00 seconds East
90.27 feet to the P.C. of a 1,518.62 foot radius curve to the left; thence
run along said curve an arc distance of 796.07 feet to the P.T. of said
curve, thance run North 7 degrees 31 minutes 32 seconds East 135.38
feat ta the P.C. of a 1,343.38 foot radius curve to the right; thence run
North 34 degrees 30 minutes 58 seconds East 153.61 fest to the P.C. of a
1.371.28 foot radius curve to the right; thence run along said curve an arc -
distanca of 781.85 feet 0 degrees 18 minutes 24 seconds West 3,625.08
feet to a point; thence run North 89 dagress 47 minutes 06 seconds West
1,258.38 feet along tha West line of Saction 15 1,471.26 feet to a
concrete monument marked C-3; thence continue North 0 degrees 18
minutes 24 saconds East 34.99 feat to the point of beginning-
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TO HAVE AND TO HOLD the Property unto Lassee, ils successors and assigns,
for the Lease term hereinafter set forth, and on and subject to the terms, covenants and
conditions hersinafter set forth. The interast of Lessee in the Property and the
improvements thereon created hereby, if any, is herein sometimes called the
"Leasehold Estate.” ‘

The Lessor covenants that the Lessee on paying the fixed rent, hereinafier
eferred to as "rent”. and performing all the covenants and agreements herein
contained shall peaceably and quietly have, hold and enjoy the Leasehold Estate.

s . The Lessee may use the Leasehold Estate for the purpose of
operating an industrial emergency services training facility and such other uses as the
Lessee deems to De an appropriate part or extension of the said indusirial amergency
gervices training facility.

Section 3. Lease Term. The primary term of this Agreement for the lease of the
Leasehold Estate shall be a period of four (4) months beglnning on the 1st day of
September, 2001, and ending on the 31st day of Decamber, 2001; this primary term
together with any renewals thereof as provided for herein shall hereinafter sometimes
be called the "Lease Term."

Section 4. Renewsl of Lgase Term. Provided Lesses is not in default beyond
any applicable period to cure, the temm of this Lease may be extended, at the mutual
option of the Lessee and the Lessor, for the continued occupancy of the entire
Leasehold Estate for successive periods of four (4) months, such periods being herein
sometimes referred to as the "Extended Terms.” Such options to extend shall be
exercised by the Lessee giving written notice to the Leasor not less than thirty (30) days
prior to the expiration of the then existing primary or extended term. The extended
terms shall be upon the same terms, covenants and conditions as are set forth herein.

. Rent. The Lessee shall pay to the Lesasor monthly rent of ONE
THOUSAND AND NO/100 DOLLARS ($1.000.00) in lawful money of the United States,
in advance, on the first day of each month throughout the term of this lease. The rent
shall be payable at the office of the Lessor or al such other place as the Lessor may

designate in writing.

action 6. Utilities & anitoria}] Expanses. Lessee shall pay all janitorial costs
due of to become due on the Leasehold Estate. The Lessee shall pay One Hundred
percent (100%) of all electrical, gas and water costs for the Leasehold Estate, including
initial installation costs and deposits.

ie

tic l essee Repairs and Maintenance Lessee shall have no obligation to
make any repairs to the Leasehold Estate except for (a) repairs to damages and
defecis caused by the Lessee's wanton, reckless or intentional misconduct, and (b)
routine maintenance and upkeep. Lessee shail keep the Leasshold Estate in a clean
and orderly condition.

08/07/01 12:23; jgm_#ﬁnm;PagSela/Q
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Section 8. Repairs by Lessol. Lessar shall niot be obligated to make any repairs
to any part of the Leasehold Estate. Lessor reserves the right after reaanahla notica
and at any time to enter upon said Leasehold Estate by its employees, their workmen,
confractor, architect, artisans and laborers, to make such repairs and to do such work

& an or about the Leasehold Estate aa Lessor may deem necessary or proper or that
Laasor may he lawfully required to make. -

¥

i s Access to |easshold Estate, Lessor reserves the right to visit
and inspect the Leasehold Estate at all reasonable times, and to show the Leasehold
Estate o prospective tenants and purchasers during the last thirty (30) days of this
lease. - :

v Pl
a2

-=I=

MMLMEM will mak.a no alterations in or to the Leasehold

Estate and will not paint any pant of the Leasehold Estate without the consent of the
Lessor, except as otherwise herein provided.

1 ents. All improvements and additions to the Leasehold
Estate shall adhere to the Leasshold Estate, and bacome the property of the Lessor.

Section 12. Fumiture and Eidureg, ~ All fumiture, equipment and trade fixtures
are to remain the property of the Lessor, and may not be ramaved from the Property by
the Lessee.

Section 13. _insurance. A. The Lessee shall at all imes during the Lease
Term, at its sole cost and expense, keep the Property, Leasehold Estate, and all
fixtures, equipment and personal property insured against loss or damage by fire and
other casualty under an “all risk® commercial insurance palicy, including without
limitation coverage for flood, in an amount equal to the full replacement cost thereof.
Such policy shall be endorsed to name Lessor as the loss payee. Any deductible
cantained in the policy shall be the sole responsibility of the Lesses.

B. The Lessee shall at all imes during the Lease Term, at its
sole cost and expense, maintain commercial general liability insurance in a per
occumence amount of not less than $2,000,000.00 combined single limit applying to
badily injury, including death, and property damage that may occur as a result of
Lessee's occupancy of the Property or as a result of Lessor's ownership of the
Property. Such policy shall be endorsed to name Lessor as an additional insured.

4, In ific . The Lessee shall indemnify, defend and hold
Lessor harmless from and against any and all claims, damages, demands, defanses,
counterciaims, actions, proceedings, liabiiities, judgments, losses, penalties, fines, or
expenses (including, without limitation, attomey's fees) (i) for personal injury, death or
property damage occasioned by any act or omission of the Lessee, its agents, or
employees occurring in, about or on the Property, and (i) for any breaches of this



Aeceivaed: 2/10/01 10:403 334 820 1096

SEP-10-2001 18:27 FROM:CREDIT ADMIMN 334 698 1896
Sent by: IND EMERG SRVS, LLG

Recelvad: 2/

=~ IND EMERG SRVS, LLC; Page 5

r0: 91361653712010845 P:5-9
3818537120, T

09/07/01 12:25; JetFax_#549;Page 5/9

a/01 12:21a; ag<4 asp joas e IND EMERG ERAVE, LLC: Paga 5

SEP-6-2801 12185 FROM:CREDIT ADMIN 334 650 1896 T0:91361653712018895  Pises

;
o=

Agreement by Lessee. The indemnification contained in this Agresement shall survive
the expiration or termination of this Agreament.

MMM. Lessae shall be solsly responsible for
complying fully with the American with Disabilities Act of 1980 (ADA), and any rules or
requlations promulgated thereunder, with respect o the Leasehold Estate.

Seclion 16 \ ' sacel Estate. If the Leasehold Estate is
desirayed to the extent that same is rendered wholly untenantable by fire, windstom,
rict, insurrection, or other cause without fault of Lessea, Lessor shall have ihe election
o terminate this Lease, and rent shall be payable only to the time of destruction.
Lessor shail have thirty (30) days from the time 'such damage shall have occurred 1o
elect whether Lessor shall or shall not repair or restora the Leasehold Estate
substantially the same condition In which it existed immediately before such damage or
destruction. Lessee shall be notified of such election in writing. Lessor shatl not be
required to repair or reconstruct any personal property, furniture, irade fidures or office
equipment which are located iy the Leasehold Estate. 'f Lessor efects to repair and
restore the Leasehold Estate as aforesaid, Leasor shall make such repairs as 500N
thersafter as is practicable upon exarcising all reasonable diigence, subject to
conditions arising beyond Lessor's control, and from the time such damage occurs until
the repairs are completed, an abatement of rent shall occur 1o the extent the Leasehold
Estate is unfit for use by Lessee in the ordinary course of business.

S ial Destruction. If the Leasehold Estate shall be damaged by
fire, the elements, unavaidable accident or other casualty, without fautt of Lesses, but
are not thereby rendered untenantable, Lessor shall have the election to cause the
ey tamage o be repaired, and the rent meanwhile shall be abated in accordance with the
‘@ tenantable poriion of the Leasehold Eatate.

Section_18. Surrender of Possession. The Lassee will, upan the expiration or
termination of this lease, surrender the quiet and peaceable possession of the
Leasehold Estate in the like good order as the same were in at the commencement of
said term. unless meanwhile repaired or improved, in which event, from the time of
such repairs or improvements as to that portion o repaired or improved, natural wear
and tear excepted.

on 18. Non-Wajver. The failure of the Lessor or the Lessee 1o insist, in any
one or more instances, upon a strict parformance of any of the covenants of this lease
shall not be construed as a waiver, or relinquishment for the future of such covenant,
but the same shall continue and remain in full force and effect. :

Section 20. Holding Ovar. Should the Lassee continue to occupy the Leasehold
Estate after the expiration of the Lease Term, then the Lessee shall continue as a
lessee under the terms of this Lease Agreement (except as to duration) from month to

month; provided, however that the receipt of rent under any such halding aver shall not
constitute a waiver by Lessor.
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Section 21. Eminent Domain. if the whoie of the Leasehald Estate shall be

“  taken by Federal, State; County, City, public ufility, or other authority (ail the foregaing
rafesred collectively as "Public Authority”) for public use of under any statue, or by right

of eminent domain, then when possession shall be taken thereunder of the Leasehold
Estate, the term heraby granted and all rights of the Lessee hereunder, shall

|lsase. If but a part of the Leasehold Estate be taken by rsight of eminent domain, this
lease shall continue in full force and effect, as to the Leasehold Estate vemaining and
provided such Leasehold Estats remaining is capable of continued enjoyment by the
Lessee for the uses and purposes provided for hereunder, and such taking shall net
constitute a termination of this lease, or a constructive eviction of Lessee. However, the
rent payable hereunder shall be adjusted as to the time of such taking to equitably
reflect the change in the size of said remaining Leasehold Estate.

Section 22. Sucgessors and Assigns. Every provision hereof applicable to the
Lessor and every provision hereof applicable fo the Lessae shall also bind, apply to and
run in favor of “their respectiva successors in interest,” as fully as if said quoted words
were insertad after the words "Lessor” and “Lesses” wherever they appear herein,
except that this provision shall not permit the assignment of the lease, or the sub-
leasing of the Leasehold Estate.

4 i iability. Lessor shall not be liable in any manner to
Lessee or any other party for any injury to of death of persons unless caused by the
willful misconduct of Lessor. In no event will Lessor be liable in any manner to Lesses
or any party as the result of the reckless, wanton, or intentional acts or omissions of
Lasses, its agents, employees, contractors or any other tenant of the Leasehold Estate.

Section 24. Lesses's Default. Upon the happening of any one or more of the
events as expressed below in (a) to (g) inclusive (which said evants shail separately
and severally consfitute a defauit hereunder at Lessor's opinion), the Lessor shall have
ihe right at the option of the Lessar to: (1) declare all unpaid rent for the unexpired term
of this Lease Agreement to be due and payable and Lessor may proceed to collect the
same as though such rent was payable in advance; (2) annul and terminate this lease,
and thereupon re-enter and take possession of the Leasehold Estate; or (3) re-enter
and re-let the Leasehold Estate from time to time, as agents of the Lessea, and such
re-entry and/or re-letting shall not discharge the Lessee from any liability or obligations
hereunder, except that net rents (that is, gross rants less the expense of collecting and
handling, and less commissions) collecied as a result of such re-etting shall be a credit
on the Lessee's liability for rents under, the terms of this lease. Nothing herain, however,
shall be construed to require the Lessor i re-enter and re-let in such event. Nor shall

anything herein be construed ' pastpone the right of the Lessor to sue for rents,
whether matured by acceleration or otherwise.
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l ent the Lessee should fail to pay one or more of said instaliments of rent
g :n?ﬁv:“an {ha same become due, or fait ta pay on demand any amount due
Lessar and secured as additional rent hereunder.

th execution or other legal process is levied upon the goods,
%I:L‘::Lm‘am :rnomer property of the Lessee brought on the Leasehald Estats,
or upon the interest of the Lessee in this Lease.

o) In the event a petition in bankruptcy or a pefition under the Bankruptcy Act, or
grzy amendment therato is filed by or against the Lessee ar the Lessee is adjudged
a bankrupt.

{d) In the avent an- assignment for the benefit of creditors is made by the Lessee.
(@) In the avent of the appointment of a Recelver of Lessee's property.

the event the Lessee, before the expiration of said term, without the writt_en
g:):r::em of the Lassar, vacates the Leasehold Estate or abandone the possession
thereof, or uses the same for purposes other than the purpese for which the same
are hereby let, or ceases to use the Leasehold Estate for the purpose herein
specified.

in the event the Lessee fails to perform in any material respect any of the terms,
gndiﬁms. covenants or provisions of this Lease, and such failure shall not be cured

or remedied within the grace period, if any, provided herein to cure such default, on
the part of the Lessee herein contained.

Section 25, Re-Entry. Upon the expiration of the Lease Term hereunder ar upon
termination aof this Agreement and the Lease Temmn hereunder, it shall be lawful for the
| assor 1o re-enter and repossess the Lsasehold Estate immediately without process of
law, and the Lessee, in such avent, does hereby waive any demand for possession
thereof, and agrees to sumender and deliver the Leasehold Estate, including the

improvements, peaceable to the Lessor immedistely upon such expiration or
termination.

Section 28. Legal Expenses. n the event of smployment of an altomey for the
collection of any amount due hereunder or the enforcement of any night, or for the

institution of any suit for possession of the Leasehold Estate, or to attempt to prevent
any default hersunder or o pursue any remedy as a result of a default or threatenad

dafault hereunder the defaulting party agrees io pay the attomey's fee of the non-
defaulting party 5o incurred,

__ Section 27._Amapndments. This Agreement may be changed. amanded, or
modified only by written document, duly executed by the parties hereto.

JetFax - #549;Page 7/9
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M@nﬁﬂﬁw This Mrgam;nn?:t M£ irl::re i0 mg
penefit of and e binding upon the respective SUCCessors in rest ssor an
Lessee, and shall be govemed and construed in accordance with the laws of the State
of Alabama.

Saction 29. Partial Invalidity. if any term, m\ranb:m. g&dmw pm\::::n m:fﬂ&i:

ease is held by a court of competent jusisdiction to be invailc, or un .

h\e m:mindar o!; the provisions shall memain in full force and effect and shail in no way
be effectad, impaired of invalidated.

mwmuifm Nothing contained in mins‘ Lease i';halil hﬁ;
deemed or construed by the pnrtiusnrbyanymird person to create the relationship o
principal and agent or of partnership or of joint venture or of any association between
Lassor and Lessee, and neither the method: of computation or rent not any other
provisions contained in this Lease not any acts of the. parties shall be deemed to
create any relationship between- 1essor and Lessee, other than the relationship of

Lessor and Lessee.
Seclion 31._Interprefation and Definitions. The language in all past of this Lease

* shall In all cases be simply construed according to its fair meaning and not strictly for or
m! against L.essor or Leasee.

Section 32. Counterpapts This legse agreement may be executed in two
" courterpars, each of which shall constitute one and the same instrument.

Section 33 _Notices. Whenever any notice is required or permitted hereunder,

" guch notice shall be in writing and shall be mailed o the party to received same by
United States Certified Mail prepaid, with retum receipt requested, addressed to the
addresseas at the location written opposits thelr name below, or at such other addrass
as they may specify and written notice to be delivered in accordance herewith:

LESSOR: LESSEE:

Regions Bank IES, LLC
i ]

—

Altn:

Ls] ﬂf a g Aﬂ .

e y tittes of Sections of this
Agreemant are inserted for convenience of reference on and shall b X
construing ar interpreting any of its provisions. . ™ e disregarded in
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Sedtion 35, Waivers. Any right or remedy which the .25

' i t, may he waived only in
this Agreement, or any provision of this Agreeman _
t'.::i\:ien; 'I‘Jl;at;m paAn?r making such waiver. No walver made by either pt:‘r;y m::‘ﬂl gﬂiam u'.:!
the performance of any obligation of the other party, or arg cond 2 o
i e 1 o, S o v gyt concn
mﬂm maotg?wiver ﬁ“:nmyondsp those a::mnelv waived. or @ waiver or any ather rights of
?hfai p::vn making the waiver with respect to any other obligations of the ather party.

the entire agreement

Section 36, Entire Aaresment. This document represents e of
the parties. No other promise, indynamant, or rep .

:::3 :mgi:v? tgflind uﬁn by either parly in entering into this agreement. Likewise,

‘ hich have been made by
there are no other promises, mduugmal_ﬂh or representations w .
either party which are not set forth in this agreament.

IN WITNESS WHEREOF, the Lessor and the Lessee have caused this lease to
be exacuted as of the date and day first above written.

LESSOR:
REGIONS BANK

BY: B«“"\
MM

LESSEE:
IES, LLC

av-iﬂ.g i Udone

ITS: Sﬁhﬁ O ‘0 we. EE-E.“ Neat
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