
9~:O7~

2030 SPRINGDALE ROAD, SUITE 400 CHERRY HILL, NJ 08003
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WWW.AVALONFLOORING.COM

January 13, 2014

Top Hat Plan Exemption
Employee Benefits Security Administration
U.S. Department of Labor
200 Constitution Avenue N.W., Room N-1513
Washington, D.C. 20210

Re: Avalon Flooring Phantom Stock Plan

Dear Sir or Madam:

Pursuant to Department of Labor Regulation 2520.104-23, this statement is filed in com liance with
reporting and disclosure requirements of Part 1 of Title Ito the Employee Retirement In ome Security
Act of 1974. Avalon Flooring maintains a deferred compensation plan for a select group of
management or highly compensated employees. The following information is provided i accordance
with DOL Regulations 2520.1 04-23(b)(1):

Avalon Flooring
2030 Springdale Road, Suite 400
Cherry Hill, NJ 08003

Employer Identification Number: 22-2985143

It is hereby declared that Avalon Flooring maintains a plan primarily of the purpose of pr viding

deferred compensation for a select group of management or highly compensated emplo ees.
The number of top-hat plans maintained by the Employer: one (1)

The number of Participants in this top-hat plan is two (2).

The Plan was adopted effective April 1, 2011.

Sincerely,

AVALON FLOORING

Maryanri~ØAdams, President

Enclosures

BRICK NJ. CHERRY HILL NJ . DEPTFORD NJ . EGG HARROR TWP NJ . MANAHAWKIN NJ. OCEAN CITY NJ. OCEAN TWP NJ . RIO GRAND NJ . TOMS RIVER NJ

KING OF PRUSSIA PA. OXFORD VALLEY PA. PHILADELPHIA PA . WARRINGTON PA. WILMINGTON DE



SOVEREIGN DISTRIBUTORS, INC.
PHANTOM STOCK PLAN

ARTICLE I

PURPOSEAN]) ADOPTION OF THE PLAN

1.01 Purio~e.ThepurposeoftheSovereignDistributors,Inc. ~theCoinpay)

PhantomStockPlanis to assistin retaininghighly competentemployees,andto actasan

incentivein motivatingsuchemployeesby providing theindividualswhoarerespolisi le for the

management,growthand financialsuccessoftheCompanywith theopportunity to sh re in that

financialsuccessthroughtheacquisitionof incentiveawardsthataretied to thevalue f the

CommonStockoftheCompany,and therebyprovidetheseindividualswith a meanin flit

incentiveto increasethevalueoftheCompanyStock.

1.02 AdoptionandTerm. ThePlanhasbeenapprovedby BoardofDirector ofthe

Companyandshall beeffectiveasofApril 1, 2011. ThePlanshall remainin effectut 11

terminatedby actionoftheBoardofDirectors;provided,however,that no Awardsma be

grantedhereunderafterDecenther31, 2021.

ARTICLE II
DEFINITIONS

Forthepurposeof thisPlan,capitalizedtermsshall havethefollowing meanins:

2.01 Award meansanawardofPhantomStockUnits describedin Article VJofthe

Plan.

2.02 Award Agreementmeansa writtenagreementbetweentheCompanyan a

Participantorawrittenacknowledgmentfrom theCompanyto aParticipantspecificall setting

forth thetermsandconditionsofanAward grantedunderthePlan.

2.03 Beneficiarymeansan individual,trustor estatewhoor which,by awrit en

designationoftheParticipantfiled with theCompany,orif no suchwritten designatio~is filed,

by operationoflaw, succeedsto therightsandobligationsoftheParticipantunderthe Ian and

theAwardAgreementupon theParticipantsdeath.
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2.04 Board orBoardofDirectorsmeanstheBoardofDirectorsoftheComp~y.

2.05 Changein Controlmeans,andshall bedeemedto haveoccurredupon th

occurrenceof, anyoneofthefollowing events:

~ Theacquisitionin oneormoretransactions,by anyindividual, ei tity or

group(within themeaningofSection13~d~~3)or 14~d)~2)oftheSecuritiesExchangeI ~tof

1934,asamended(theExchangeAct)), otherthan~i)theCompany(ora personthat ireetly or

indirectly controlsor iscontrolledby, or is undercommoncontrolwith, theCompany), (ii) any

employeebenefitplanor relatedtrust(includingtheESOP)sponsoredor maintainedb the

Company,ofbeneficialownership~withinthemeaningofRule 1 3d-3promulgatedund r the

ExchangeAct) ofanumberofsharesofCommonStockin excessof50%oftheoutsta ding

sharesofCommonStock,or (iii) MaryMillar, herissueortheirspouses,or trustsfor ai y oneor

moreofthem,whetheracquiredby purchase,gift, orotherwise,orpursuantto a will di y

admittedto probateor by thelawsof intestacy;

(b) Theconsummation(i.e., closing)ofareorganization,mergeror

consolidationinvolving theCompany,unlesssecuritiesrepresentingmorethan50%of he

outstandingCommonStockofthesuccessorentityareimmediatelythereafterbenefici ly

owned,directlyor indirectly,and in substantiallythesameproportion,by thepersons~ho

beneficiallyownedthesharesof CommonStockimmediatelypriorto suchtransaction;

(c) Theconsummation(i.e.,closing)ofasaleorotherdispositiono all or

substantiallyall theassetsoftheCompanyin connectionwith acompleteliquidationo

dissolutionoftheCompany.

2.06 codemeanstheInternal RevenueCodeof 1986,asamended.Referencsto a

sectionoftheCodeshall includethatsectionandanycomparablesectionorsectionso any

futurelegislationthatamends,supplementsorsupersedessuchsection,andshallinclu eany

regulationsissuedundersuchsection.

207 ~mp~~ymeansSovereignDistributors,Inc., a NewJerseycorporation andits

successors.

2.08 CommonStockmeansthesharesofCommonStockoftheCompany,

2.09 Dateof Grantmeansthedatedesignatedby theBoardasthedateasof hichit

grantsanAward, whichshall notbeearlierthanthedateon which thefloard approveslie

grantingofsuchAward.
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2.10 Disability meansaphysicalormentalconditionthat entitlesaParticipa t to

benefitsunderSocial SecurityDisability Insurance.

2.11 ESOPmeanstheAvalon CarpetTile & FlooringEmployeeStockOwn rship Plan

establishedby theCompanyfortheBenefitofits eligibleemployees.

2,12 FairMarketValuemeansthevalueper shareofCommonStockunderl ing each

Award determinedon thebasisofthemostrecentindependentappraisalperformedfoi purposes

of theESOPfor theplanyearendingon or immediatelyprior to thedateofgrant,puremse,

settlementorpayment,asapplicable,oftheAward. If thepurchaseofthePhantomSt ck Unit is

triggeredby aChangein Control,thentheFairMarket Valueper shareofCommonSt ck shall

beequaltotheconsiderationpayablepershareof CommonStockin theconsuinmatioi ofthe

Changein Control.

2.13 Participantmeansapersondesignatedto receivean AwardundertheP au in

accordancewith Section5,01.

2.14 ~Jj~meansthisSovereignDistributors,Inc. PhantomStockPlan.

2.15 PhantomStockUnit meansawardsgrantedin accordancewith Article I,

ARTICLE III

ADMINISTRATION

3.01 Board.

(a) DutiesandAuthority. ThePlanshall beadministeredby theB aidof

Directors. TheBoardshallhaveexclusiveandfinal authorityin eachdetermination,

interpretationorotheractionaffectingthePlanand its Participants.TheBoardshall I avethe

solediscretionaryauthorityto interpretthePlan,to establishandmodify admninistrati e rules for

thePlan,to imposesuchconditionsandrestrictionson Awardsasit determinesappronate,and

to takesuchstepsin connectionwith thePlanandAwardsgrantedhereunderasit ma deeni

necessaryoradvisable.TheBoardmaydelegatesuchofits powersandauthorityun er thePlan

asit deemsappropriateto asubcommitteeoftheBoardand/ordesignatedofficersor mployees

oftheCompany.In theeventofsuchdelegationofauthorityorexerciseofauthority y the

Board,referencesin thePlanto theBoardshall bedeemedto refer,asappropriate,to the

delegateoftheBoard.
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(b) Indemnification. Eachpersonwhois or shall havebeena memb r ofthe

Board,oranofficerof theCompanyto whom authoritywasdelegatedin accordancew Ii the

Planshall beindemnifiedandheldharmlessby theCompanyagainstandfrom anylos: cost,

liability, orexpensethatmaybeimposeduponorreasonablyincurredby him orherin

connectionwith or resultingfrom anyclaim, action,suit,orproceedingto whichheor hetnay

be apartyor in whichheorshemaybeinvolvedby reasonofanyactiontakenor failu to act

underthePlan;provided,however,that the foregoingindemnificationshallnotapply t any loss,

cost,liability, orexpensethatis aresultofhis orherownwillful misconduct.

ARTICLE lv

AWARDS

4.01 NumberofAwardsIssuable.Thetotal numberofAwardsofPhantom tock

Units authorizedto be issuedunderthePlanshall be87,000,whichnumberis equival it to 25%

—~ oftheoutstandingsharesof CommonStock,determinedon afully diluted basis. The ~tal

numberofAwardsofPhantomStockUnits grantedin anyfiscal yearshall notexceed 7,400,

whichnumberis equivalentto 5% oftheoutstandingsharesofCommonStock. Notw thstanding

the foregoing,if in any givenyeartheParticipantsin thisPlanshallhaveearnedPliant m Stock

Units in excessof17,400,all suchPhantomStockUnits in excessof 17,400shallbec ruedover

andawardedto suchParticipantsin following years,providedthat (i) thetotalnumberof

Phantom StockUnits awardedin anyfollowing yeardoesnot exceed17,400,and(ii) ie total

PhantomStockUnits awardedon acumulativebasisshallnotexceed87,000. The for going

Awardlimits shall besubjectto adjustmentin accordancewith Section4.02.

4.02 Adjustmentsto ReflectCapital Chanaes.Shouldany changebemade ) the

CommonStockby reasonofanystockdividend,stocksplit, combinationorexcbang~ofshares,

merger,consolidationorotherchangein capitalizationaffectingtheCommonStock ithout the

Companysreceiptofconsideration,thenappropriateadjustmentsshall bemadeto th maximum

numberofAwardsandsharesofCommonStockin respectofwhichAwardscanbe adoto any

Participantin any fiscal yearin orderto reflectsuchchangeandtherebyprecludeany Lilution or

enlargementofbenefitsunderthePlanoranysuchAward. TheBoardshall havethe owenand

solediscretionto determinetheamountof theadjustmentto bemadein eachcase.
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ARTICLE V

PARTICIPATION

5.01 Eligible Participimnts. EligibleParticipantsshallbesuchemployeesofth

CompanyastheBoard,in itssolediscretion,maydesignatefroni timeto time. TheBo rd shalt

considersuchfactorsasit deemspertinentin selectingParticipantsand in determining ie type

andamountof theirrespectiveAwards.

ARTICLE VI

AWARDS

6.01 PhantomStockUnits.

(a) phantomStockunitAwards. TheBoardis authorizedto grantt any

ParticipantoneormorePhantomStockUnits. EachgrantofanAwardshallbeevide edby a

written Award Agreementexecutedby theCompanyandtheParticipantstatingthenu uberof

PhantomStockUnits subjectto suchAwardandsuchothertermsandconditionsoftli Awardas

theBoardmaydetermine.All provisionsoftheAwardAgreementshall beconsistentwith the

termsofthePlanandthe termsofthePlanshall governandcontroleachAward.

(b~ Paym~ntofValuePhantomStook~Unit.Uponsaleto theCoin anyof a

PhantomStockUnit with respectto ashareofCommonStock,theParticipantshall b entitledto

receiveanamountequalto theFair MarketValueofashareofCommonStockon th dateof

sale,whichamountshallbepayableasprovidedin thisArticle 6.

6.02 TerrnspfAwards~.

(a) ~tciiteria. Subjectto thelimitationsdescribedin Section .01,the

Board,in its solediscretion,mayfix an amountofAwardsfor eachParticipant,base uponsuch

performancecriteriaastheBoard,in its solediscretion,shall determine,includingin ivklual

performancecriteriaandCompanyperformancecriteria.

(b) AwardAgreement.No personshallhaveanyrightsunderan Award

grantedunderthePlanunlessanduntil theCompanyandtheParticipantto whomsu h Award

shallhavebeengrantedshall haveexecutedanddelivered-an AwardAgreementor i~.ceivedany
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otherAwardacknowledgmentauthorizedbytheBoardexpresslygrantingtheAwardt m such

~6fSOfl andcontainingprovisionssettingforth the termsoftheAward.
(o~ ConditionsonExerciseorSale. An Award Agreementwith res ectto

PhantomStockUnits may containsuchwaiting periodsandrestrictionson saleor execise

(including,but notlimited to, periodicinstallments)asmaybe determinedby theBoa ci atthe

timeofgrant.

(d) Vesting. All AwardsgrantedunderthisPlanshallbe fully vest d asof the

datesuchAwardsaregranted.

(e) Exercise/SaleTime. EachAward grantedunderthePlanshall ecome

exercisableorsaleableupontheearlierof~i)death;(ii) Disability; (iii) attainmei~tof ge65;

(iv) aChangein Control; ~. (v) March 31, 2020. EachAwardshall beexercisedorsi 1(1 by

writtennoticeto theCompanyorby suchothermethodasprovidedin theAwardAgr ~ementor

astheBoardmay establishorapprovefromtime to time.

~fJ AccelerationorExtensionofTimeof Sale.The Board,in its s le

discretion,shallhavetheright (but not theobligation),exercisableon oratanytime aicr the

Dateof Grant,to accelerateorextendthetime for theexerciseor saleofanyAward, rovided

thatno suchaccelerationor extensionoftime shallviolateCodeSections409Aor40 (p).

~ FormofPayment.Any paymentwhichmaybecomeduefrom he

Companyby reasonofaParticipantssaleofaPhantom StockUnit shallbepaidto t e

Participantin substantiallyequalannualinstallmentsofPhantomStockUnits overa eriodof

five (5)years.

(Ii) TimeofPayment.Anypaymentwhichmaybecomeduefrom the

Companyby reasonof a Participantssaleofa PhantomStockUnit shall bepaidto I e

Participantassoonasadministrativelypracticablefollowing thecompletionoftheap)iaiSat

requiredin connectionwith thedeterminationoftheFairMarketValueoftheunderl ing

CommonStock,providedthatanysuchpaymentshallin all eventsbemadeno later hanthe

closeofthefiscal yearin which thesaleoccursor, if later,the 15th dayofthe third ca endar

monthfollowing thesaledate.

ARTICLE VII

AMENDMENT AND TERMINATION
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7.01 Amendment.TheBoardshall havethepowerandauthorityto amend ic Planat

anytime;provided,however,thatexceptasprovidedin Sections8,13 and8.14,no tel aination

oramendmentofthePlanmay,withouttheconsentoftheParticipantto whomanyA yardshall

theretoforehavebeengrantedunderthePlan,materiallyadverselyaffecttheright of ich

individual undersuchAward, andprovidedfurther thatno suchamendmentshallviol teCode

Sections409A or4O9(p).

7.02 Termination. TheBoardshallhavetherightandthepowerto termina the Plan

atanytime providedthatsuchterminationshall complywith CodeSection409A and hereis no

accelerationofpaymentsthatwould havebeenpayableunderthetermsofthePlanh. lit not

beenterminated.

ARTICLE VIII

TERMS APPLICABLE GENERALLY TO AWARDS

GRANTED UNDER THE PLAN

8.01 PlanProvisionsControlAwardTerms. ThetermsofthePlanshall go emall

AwardsgrantedunderPlan,andin no eventshalltheBoardhavethepowerto granta I) Award

underthePlanwhich is contraryto anyoftheprovisionsofthePlan. In theeventan provision

ofanyAward grantedunderthePlanshall conflict with any termn in thePlanasconst utedonthe

DateofGrantof suchAward, thetermin thePlanasconstitutedon theDateofGrantofsuch

Awardshall control.

8.02 Modification ofAwardAfter Grant. Exceptasprovidedin Sections8 13 and

8.14,no AwardgrantedunderthePlanto a Participantmay bemodified(unlesssuch

modificationdoesnotmateriallydecreasethevalueoftheAward,asdeterminedby t c Board)

aftertheDateof Grantexceptby expresswritten agreementbetweentheCompanya d the

Participant,providedthatanysuchchange(a) shall notbe inconsistentwith theterm ofthe

Plan,(b) shallbeapprovedby theBoardand(c) shall not violateCodeSections409~or409(p).

8.03 Limitation on Transfer. A Participantsrightsand interestunderthePan may not

beassignedor traiisferredotherthanbywill orthelawsofdescentanddistribution,a ~dduring

thelifetime of a Participant,only theParticipantpersonally(ortheParticipantspers nat

representative~may exerciserightsunderthePlan. TheParticipantsBeneficiaryma exercise
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theParticipantsrightsto theextenttheyareexercisabletinderthePlanatthetime of he

Participantsdeath.

8.04 TaXes. Time Companyshallbe entitled,if theBoarddeemsit necessaryor

desirable,to withhold (or securepaymentfi-om theParticipantin lieu ofwithholding) he amount

ofanywithholding orothertaxrequiredby law to bewithheld orpaidby theCompan with

respectto anyamountpayableuponexerciseor saleofanAwardunlessindemnifiedt its

satisfactionagainstanyliability for anysuchtax. The amountofsuchwitltholding or ax

paymentshallbe determinedbytheBoardandshallbe payableby theParticipantat s cli timeas

theBoarddetermines.

8.05 No Right to ContinuedService.No personshall haveanyclaimofrigi t to be

grantedanAward underthisPlan. NeitherthePlannorany actiontakenhereundersh 11 be

construedasgiving anyParticipantanyright to be retainedin theserviceoftheComp fly.

8.06 AwardsNot Includablefor BenefitPurposes.Paymentsreceivedby a articipant

pursuantto theprovisionsofthePlanshall not beincludedin time determinationofbemefitsunder

theCompanysESOPorunderanypension,groupinsuranceor otherbenefitplanappicableto

theParticipantwhich is maintainedby theCompanyexceptasmaybeprovidedunderthetel-ms

of suchplansordeterminedby theBoard.

8.07 GoverningLaw. All determinationsmadeandactionstakenpursuantt thePlan.

shallbegovernedby thelawsoftheStateofNewJerseywithoutresortto thatStatesonflict of

law rules.

8.08 No Strict Construction.No ruleofstrictconstructionshall beimplied gainstthe

company,theBoard,orany otherpersonin theinterpretationofanyofthetermsoftim Plan,

anyAward grantedunderthePlan01. anyruleorprocedureestablishedby theBoard.

8.09 Captions.Thecaptions(i.e., all Sectionheadings~usedin thePlanare or

convenienceonly, do notconstitutea partofthePlan,andshall notbe deeniedto limit

characterizeoraffectin anywayanyprovisionsofthePJan,andall provisionsofthe Ian shall

beconstruedasif nocaptionshavebeenusedin thePlan.

8.10 Severability.Wheneverpossible,eachprovisionin time Planandevery wardat

anytime grantedunderthePlanshallbe interpretedin suchmannerasto beeffective nd valid

underapplicablelaw, but if anyprovisionofthePlanoranyAwardat anytimegrante underthe

Planshallbeheldto beprohibitedby or invalid underapplicablelaw, then(a~suchpr vision
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shall bedeemedamendedto accomplishtheobjectivesoftheprovisionasoriginally wri tento

the fullestextentpermittedby law and(b)all otherprovisionsofthe Planandeveryoth r Award

atanytimegrantedunderthe Planshall remainin full forceandeffect.

8.11 ~~~jghts asShareholder.ThePlandoesnotcreateIn theParticipantan rights

asashareholderoftheCompanyincluding anyvotingrights, preemptiverightsor right to

receivefmancialstatements.In thealternative,and in theeventacourtofcompetentjuisdiction

determinesotherwise,theParticipantherebywaivesany suchrights.

8.12 Non-UniformDetermination~.TimeBoardsdeterminationsundertheP1 n

~including,without limitation its determinationsofthepersonseligible to receiveAwar s,the

form, amountandtiming ofsuchAwardsandthetermsandprovisionsofsuchAwards neednot

beuniformandAwardsmay bemadeby theBoardselectivelyamongpersonswhotee ive,or

areeligible to receive,AwardsunderthePlan,whetherornotsuchpersonsaresimilail situated.

8.13 CodeSection409A. ThisPlanis intendedto conformto theprovisionsofCode

Section409A andshall beinterpretedandadministeredaccordingly.hi theeventthat fly

provisionthat is necessaryfor thePlanto comply with Section409Ais determinedby heBoard

to havebeenomitted,suchomittedprovisionshallbe deemedincludedin thePlanand ishereby

incorporatedaspartofthePlan.

8.14 Section409(p). In theeventAwardsmadeor to bemadeundertheP1 m would

violatetherestrictionsofCodeSection409(p),time Board,atits discretion,mayaccel Satethe

timeofexerciseofanAward ofStockAppreciationRights,requireanacceleratedsal ofan

Award ofPhantomStockUnits, 01, reducetheamountofany Awardto theextentnec ssaryto

avoid a violationofCodeSection409(p);providedthat anyamountdistributedshall m ot exceed

125 percentoftheminimum amountnecessaryto avoidtime occurfenceof anonallo tion year

asdefinedin CodeSection409(p)and theapplicableregulationsthereunder.

8.15 Notice. Any noticerequiredto begivenordeliveredundertheterms f thePlan

oranyAwardAgreementshall bein writingand,if to tile Company,addressedto theCompany

atits principal corporateofficesanddirectedto theBoard;and if to aParticipant,ad ressedto

theParticipantatthe addressprovidedfor theParticipantin theAwardAgreement. 11 notices

shallbedeemedeffectiveuponpersonaldeliveryor upondepositin theU.S.mail, p stage

prepaidandpropertyaddressedto thepartyto benotified.
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8.16 SuccessorsandAssigns. TheprovisionsofthePlanandanyAwardAgi ement

shall inureto thebenefitof, andbebindingupon,theCompanyandits successorsand ssigns

and,with respectto anyparticularAward Agreement,theParticipantwho isa party to heAward

Agreement,theParticipantsassigns,representatives,heirsandanybeneficiariesof tima Award

Agreementasdesignatedby theParticipant.

To recordtheadoptionofthePlan,theCompanyhascausedthisdocumentto b

executedthis iC day~ 2012.

SOVEREIGN DISTRIBIJTORS, INC.

By: - -~ ~

Maryanne(Adams,President
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