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Product and Market Overview

The year 2019 was a groundbreaking year within the security industry. Long-standing trends and
statistics were thrown out the window, forcing homeowners and renters to re-evaluate their
current environment. While home invasions and property crimes are nothing new, this year has
ushered in a new group of potential targets; savvy criminals are adapting to their target’s
behaviors, and for now, have seemingly outsmarted their victims.

According to a recent FBI report, 1 in 5 homes in the United States will fall victim to a violent,
forcible entry in its lifetime. Furthermore, as of 2019, and for the first time in history, residents
in suburban and rural communities are at higher risk for burglary than those in urban areas. The
average loss per successful burglary attempt is $2,416. A home invasion not only affects the
victim financially, but even when not home, the victim can feel a sense of paranoia and of being
violated. It’s very difficult for the victim of a burglary to feel confident with the safety their home
provides. Not to mention, the obvious physical harm that can occur when the victim is home
when a forcible entry takes place.

When examined closely, logic can make
sense of many of the variables contributing
to this trend. Some factors aren’t quite as
clear. First, urban areas have higher
visibility. More people means more sets of
eyes to deter a possible crime. Rural and
suburban residents often contribute to this
trend by adopting a “small town” mindset.
Many of these residents do not take
necessary steps to protect themselves. By
leaving doors unlocked, distributing extra keys, or access codes, and quite frankly, trusting others
too much with vital information, can lead to your home becoming a target. On the other hand,
there are some other contributing factors that don’t immediately come to mind when thinking
of property crime. Rural homes especially, might not have access to reliable home monitoring
systems and response. Digital monitoring relies on fast, reliable fiber optic, or network
connections that might not be found in remote areas. Furthermore, even if a home is protected
by a security system, when law enforcement officials are based miles away, the ability to respond




to an alarm in a timely manner drastically decreases. Finally, suburban sprawl has made it easy
for intruders to case an area. Within multi-family properties, there may be up to several hundred
residences in a relatively small area, making it easier for criminals to pick and choose their victims.

One of the ways folks are responding to the reality of more aggressive and dangerous criminals
and criminal activities, is to find ways to make their home a true castle, with the ability to prevent
but also protect their most valuable possessions and of course the family members themselves.
One solution that is gaining popularity is the incorporation of “Safe or Panic Rooms in the floor
plans of most houses with a value of $300,000 and above. The median price of a new home in
the USA for 2019 was $329,750 (lowest in WV at $108,200 and Hawaii at $636,400).

What are SAFE ROOMS?

Safe rooms, also called “panic rooms,” are reinforced rooms, closets or spaces in a home. These
are spaces where the homeowners or family can retreat to in case of a home invasion, a tornado,
a fire or biological attack or any event that threatens the safety of the home’s occupants. The
room protects the person or persons in it until law enforcement or other help can arrive, or until
invaders leave. The Department of Justice Emergency Preparedness manual states, “Ten square
feet of floor space per person will provide sufficient air to prevent the buildup of carbon dioxide
for up to five hours”.

Who Needs One?

“People think the only homes that home invaders target are those of drug dealers,” says
Lawrence Kane, author of The Big Bloody Book of Violence: The Smart Person’s Guide to Surviving
Dangerous Times. An IT specialist for Boeing by day, Kane is a best-selling author of 16 books on
personal safety and martial arts, and a martial arts instructor in his spare time.

“Today’s home invasion victim may be someone who just bought a new car and a criminal follows
them home. Or, they may be an average couple or family with kids who are buying or selling pot
and a dealer or buyer follows them home. It could be a car mechanic, or a parking valet who
clones your house key; or someone who just thinks you have money for any reason.”

Thomas Gaffney, Chief Executive of Gaffco Ballistics says:

"We have experienced annual 15 percent growth over the last four years, and this year we're up
30 percent," Thomas said as he owns and leads the Vermont-based firm that designs and builds
safe rooms around the world, including many in McLean, Virginia, and the D.C. metro area.
Gaffney continues, “I attribute this growth in sales to global and local terrorist-related attacks.
The people | deal with have a high regard for security and, more importantly, the lack of it in the
world today.” The people he deals with also invest a lot of money in that feeling of security.
"One hundred and fifty thousand dollars to $350,000 is standard for the sort of work we do,"
Gaffney said. "We deal with the one-percenters. Safe room people are thinking, 'I'm spending a
lot of money on my residence, or residences, so security is a priority."


http://www.usdoj.gov/jmd/ps/epm/tab8.htm

Current Challenges with Safe Rooms, Guard Shacks and Other Protected Areas:

Up to now most secure areas, whether in the home, security points, government installations
(within embassies, State Department, Home Land Security buildings, enclosures and the like) are
primarily Defensive Installations. For these installations, any opening to become an offensive
point — to return fire or to fire upon assailants working on breaking doors or walls as typical
procedures to reach the occupants of the Safe Room. Openings become vulnerable points for
breach and they can serve both sides to fire either way. So, the fox and rabbit game continues by
beefing up the Safe Rooms and for the assailants, to find faster and effective ways to breach the
structure and penetrate the enclosure.

Proactive Ballistics Systems — The Game Changer

Enter the ProShield Max — A One-Way Ballistic Assembly used in walls/doors of
defense structures.
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Installation View

Side Profile 3D Assembly View

This product has one patent granted, one patent-pending, additional CIP patents in filing process
technologies in the design of a one-way ballistic assembly that enables a defender to shoot an
assailant _through the ballistic_assembly with deadly force or disabling effects, while it
simultaneously stops the assailant’s bullets from passing through to the defender’s side of the
same assembly. This ballistic assembly is a modular design and can be configured for various sizes
and applications. In plain English, this assembly can be installed in doors or walls of the protective
enclosures and act as a true one way bullet proof device.

The origin of the Ballistic Insert was to serve in military and government installations such as
guard shacks, safe rooms in U.S Embassies and other State Department buildings where VIP,
documents and equipment must be shelter during an armed attack by enemy/terrorist forces.
This effort continues but the demands for military/government installations (many in foreign
territories) is much more demanding than for civilian protection within the US borders.

Most home invasions have weapons in the 9 mm, 40 cal., maybe semi or even automatic weapons
like a AR 15 or even a commercial AK 47; the Ballistic Insert is very capable (has successfully under
direct testing fire) to stop these types of ammunition. It is not capable yet to fully stop 50 cal.,
rocket, or bazooka projectiles, which could be encountered in a foreign hostile environment.

So while working on providing to the US Government the type of assembly that would stop
powerful enemy fire, Proactive Ballistic Systems is gearing up to offer this Safe Room game
changer in the US civilian market.

Currently doors for safe rooms are heavily made as they are the most likely point of entry. Home
invaders are likely to identify the safe room, upon identification, it’s a race against the clock, they
assume the occupants of the safe room have called for help, and it’s a matter of knocking the



door down before help arrives. The role of the occupants is to wait till either help arrives or the
door gives, and hopefully survive the gunfight in a room where they are trapped and likely to
have assailant bullets ricocheting all over the room.

The Ballistic Insert now will allow the occupants of the Safe Room to fire upon those attempting
to break the door without fear of their fire reaching them even if the gunfire is directed to the
Ballistic Insert. The likelihood of common criminals to continue with the effort once they are fired
upon and find themselves able to effectively fire back, is very small; more likely at that point the
will chose to leave the premises with whatever they already have but without harm to the
occupants.

Relevant Proof of Concept/Product:
Past performance of the technology includes testing from both the assailant and the defender
sides with the following results:

e Assailant-side: 30+ tests using 9mm, AK-47, and AR-15 weapons with 5-60 rounds of
ammunition per test with only single fragments passing through the ballistic assembly, at a non-
disabling force.

e Defender side: 30+ tests using a 12-gauge shotgun with 3-5 rounds of ammunition per test that
passed completely through a 4’-wide UL7 Ballistic Insert with a 20’-wide shot pattern on the
assailant side.

e Shot load from defender’s side fully penetrated a standardized NIlJ-aluminum-witness test
panel on the assailant’s side, proving lethal force. (NIJ = National Institute of Justice - Law
Enforcement)

National Ballistic Testing Facility:
This patented ballistic assembly underwent testing a the NTS testing Lab in Wichita, KS.

e Passing the equivalent of the NIJ (NIJ = National Institute of Justice/Law Enforcement)
Certification for stopping ballistic rounds at UL752 Level 7.
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T Level 6 ® 3/8" 3.9 psf Level Il 9mm full metal copper jacket with lead core 124 8 1400 427
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e Passing the penetration test where Shot load from defender’s side fully penetrates a
standardized NlJ-aluminum-witness test panel on the assailant’s side, proving lethal
force.

NEED and OPPORTUNITY

Proactive Ballistic Systems LLC needs a Cash Injection to manufacture and market the Ballistic
Insert to Safe Rooms builders all over the country. Proactive Ballistic Systems has identified
several companies that specialize in building such rooms all over the country and several others
at the local level (See attached list on the Appendix Section of this document). Also Proactive
Ballistic Systems has identified and started conversations with a safe door manufacturer who
serves the Safe Room market and would purchase the Ballistic Insert for its door.

A Cash Flow Projection, also in the Appendix Section, illustrates the flow of cash revenues and
profits with the estimated sales.

Key Current Factors
Manufacturing Readiness:
e FabWorks, Inman Kansas
e Custom Metal Fab Shop megafabworks.com
FabWorks has all the staff and resources needed to produce inventories needed for the
first year.

Door insert production:
Custom aluminum extrusions, stainless steel 10 ga. Sheets (4x8), AR 500 hardened
steel %” 4x8 panels, 1” ballistic fiber glass (armorcore.com) 1 sq. ft panel with
special cut. $310/labor $140/materials per insert total: $450/insert cost, MSRP
$1500

e 70% margin (suggested) $1500

Need:

To raise enough money to buy out current 90-year old, 50% partner. He is under pressure from
family to divest his outside interests and focus on one family-owned business development. The
cash injection to launch the door insert — manufacture, market, distribution and sales, and
continued patent development.



Uses of Capital:

Retire current partner wishing to exit. This is due to the death of the original partner
and his family want to move in a different direction $150,000.00

Final Payment Patent Attorney $35,000.00

AGC (Assoc. Gen. Contractors) Annual Convention — March 23 Las Vegas $12,000.00
Develop Marketing and Sales Program — Website, marketing materials, apparel, trade
show material $25,000.00

Marketing/Sales Rep (2) — 4 month salaries ($48 K, ea/year) $24,000.00

Office and Show Room — (6 months) $15,000

Initial Inventory (standard sizes for doors and walls) $30,000.00

Travel, Lodging and Entertainment - $10,000 (3-6 mo. budget)

Vehicle - $30,000.00

Office Equipment and Supplies — 12,000

Working Capital (first year, to be drawn as needed) - $50,000.00

Estimated needed - $400,000.00

Opportunities:

Estimated Sales of $1,100,000 on YEAR ONE after market entry and full development of the
product to eventually become a Government (DOD, State Department, Homeland Security, etc.)
provider and additional export markets.



