PROMISSORY NOTE

NOTE #1036
$2,709.750.00. co

Dated: June 13, 2001

FOR VALUE RECEIVED, Petters Company, Inc., a Minnesota Corporation,
(the “Borrower”) having its address at 7585 Equitable Drive, Eden Prairie, MN.
55344, promises to pay to Metro Gem Capital, LLC, a Delaware limited liability
company whose address is 120 South Sixth Street, Suite 2650, Minneapolis, MN
55402, and its successors and assigns (the “Holder’) the principal amount of
$2,709,750.00, and interest in the amount of $162.585.00.

Payment on this Note, of the principal and interest is due, and payable to the
Holder in full on or before September 11, 2001. The Borrower may at its option
prepay this Note in whole or in part at any time without premium or penalty;
provided, however, that interest will be adjusted pro rata in the event of
prepayment or late payment.

Upon default in the payment of any principal or interest remaining due, the
aggregate amount of this Note, remaining unpaid, at the Holder’s option, shall
without notice or demand at once become due together with interest, collection
charges, and attorney’s fees.

The undersigned and all endorsers, securities and guarantors here of, jointly and
severally, waive presentment, demand for payment, notice of dishonor, notice of
protest and protest and all other notices or demands in connection with delivery,
acceptance, performance, default, endorsement or guaranty of this instrument.

PETTERS COMPANY, INC, THOMAS J. PETTERS
PER AL GUARANTY

B , —R

Th . Petférs, President 7
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SECURITY AGREEMENT

THIS AGREEMENT is by and between Petters Company, Inc., a Minnesota Corporation,
having its address at 7585 Equitable Drive, Eden Prairie, MN. 55344 (herein after referred to as
“Debtor™), and Metro Gem Capital, LLC, a Delaware limited liability company whose address is
120 South Sixth Street, Suite 2650, Minneapolis, MN, 55402 (herein after referred to as
“Secured Party”).

For valuable consideration as set forth in the Promissory Note entered into by Debtor dated
June 13, 2001, the parties agree as follows:

1. Security Interest. Debtor hereby grants to secured Party a security interest under
Article 9 of the Uniform Commercial Code in the following described property to
secure payment of indebtedness owed to Secured Party:

Merchandise as reflected or referred to in the Purchase Order attached hereto as
Exhibit A or as reflected or referred to in any future documentation, including bills of
lading which relate back to Exhibit A;

Any other merchandise which Debtor has or will acquire rights in or use of to the
extent funds advanced by the Secured Party has enabled Debtor to acquire an interest
in such merchandise; and,

Any and all proceeds, which Debtor may acquire through the disposal of such
merchandise.

This Security Interest is granted to secure payment of funds loaned to Debtor which has
enabled or is intended to enable Debtor to acquire rights in or use of certain merchandise, which
the parties understand and anticipate that Debtor intends to resell as part of its business. The
Secured Party agrees that Debtor may, in ordinary course of Debtor’s business, transfer title to or
dispose of the merchandise or goods in which security interest has been granted in a manner
consistent with the Representations and Agreement set forth herein and Debtor agrees that, in the
event of such disposition, the Secured Party’s interest will extend to all accounts receivable
generated and all proceeds received relating to such disposition.

2.  Representation and Agreements.

Debtor represents and warrants to the Secured Party and agrees as follows:

(a) All funds provided by the Secured Party will be advanced towards the purchase of
the merchandise described in Exhibit A or in the event of any change in the
merchandise described therein, towards the purchase of such other merchandise
regarding which the Secured Party has been provided prior notice and an
amendment has been made to this Security Agreement referencing the actual
merchandise acquired.
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(b) Once acquired, the merchandise will be owned free and clear by Debtor until sold
during the ordinary course of Debtor’s business and during such time the
merchandise will be free and will remain free from all security interest, liens,
claims and encumbrances.

(c) Debtor agrees to use reasonable care in its handling of the merchandise and to
keep the merchandise adequately insured in the event Debtor takes or maintains
physical custody or the merchandise.

(d) Debtor agrees to sign any financing statements that are required by the Secured
Party to perfect this security interest.

Default.

In the event of default by Debtor of any obligation evidenced by the Promissory Note
refereed to above, the Secured Party may declare the entire obligation immediately due
and payable and will have all of the remedies of a secured party under the Uniform
Commercial Code. Events of default will include any failure to pay amounts as due
under the terms of the Promissory Note, and any breech of the Representations and
Agreements set forth in this Security Agreement. In the event of default, Debtor will
be responsible for any costs of collection, including court costs and attorney fees.

Modification.

No modification of this Agreement will be effective unless it is in writing and is
signed by all parties. This Agreement binds and benefits all parties and successors.

Additional Provisions.

(a) This Agreement, including any attachments, is the entire agreement
between the parties.
) This Agreement is governed by the laws of the State of Minnesota.

Debtor: Petters Company, Inc.

By:
Its: ( AES“G/
(
nezwv Capmri CLC Sy

Secured Party: Q‘-ﬂ /1 3-7

/
Witness: L :\047’) (/7’70/7"\
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ArrowHead Capital Finance Receipt and Verificatiop Certification

To:  AmmowHead Capital Finance, Ltd.
The Continental Building, 2™ Floor
25 Church Sirect
Hamilton, HM, Bermuda

Re:  Custodial Agreement by and among Metro Gem Capital LLC, ArrowHead Capital
Finance, Lid., ArrowHead Capital Management Corp. and Wells Fargo Bank Minnesola,
National Association dated as of March S, 2001 (as amended or modified to daie, the
“Agrecment”).

Ladics and Gentlcmen:

In accordunce with the provisions of Section2.2 of the Agreement, the
undersigned, as Custodian, hereby certifies that except as noted below, as to the following Note:

Datc/Number of Note  Issuer Principal Amount Staigd Interest
6/13/2001 #1036 PCI $2,709,750.00 $162,585.00

@) tho Custodian is in receipt of such Note;

(it)  such Note appears to be the original signed Note and cach of the name of
the Issuer, the date of the Note and the original principal amount of the Note conforms (o the
information set forth above; and

(1) the Custodian is holding such Note as agent far, and on behalf of, the
Purchaser.

The Custodian has made no independent examination of such Notc beyond the
review specifically required in the Agreement. The Custodian makes no represcntations as 1o the

validity, legality, sufficicney, enforceability, genuineness or collectability of tho above-described
Note.

Capitalized terms used herein but not otherwise defincd shall have the same
mcanings assigned to them in the Agreement.

Dated: 6/12/01 WELLS FARGO BANK MINNESOTA,
NATIONAL ASSOCIATION, as Custodian

By
Its.

rna . 0120013404 p. 02/03
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Account
ArrowHead Capital Finance Request for Release of Notes

To:  Wells Fargo Bank Minnesota, National Association
MAC N9311-161, Sixth Street and Marquette Avenue
Minneapolis, Minnesota 55479-0067
Attention: Asset-Backed Securities

Re: Custodial Agreement by and among Metro Gem Capital LLC, ArrowHead Capital
Finance, Ltd. ArrowHead Capital Management Corp. and Wells Fargo Bank
Minnesota, National Association dated as of March 5, 2001 (as amended or modified
to date, the “Agreement”).

Ladies and Gentlemen:

In connection with the administration of the Notes held by you as the
Custodian for the Purchaser, we certify that the Note listed below has been finally paid and
settled. Upon your confirmation of receipt of the required payment amount set forth below,
we request the release of such Note and direct the Custodian to forward such Note by courier
or overnight delivery at the Master Servicer’s expense to: ArrowHead Capital Management
Corp., 120 South Sixth Street, Suite 2650, Minneapolis, MN 55402, Attn: James N. Fry

Note No. Orig. Principal Amount Due Date Interest Due
Issuer Date
YT y ] ’ 4 00,000
*\00 2206\ 1O, 000 00 s-2l-©

Capitalized terms used herein but not otherwise defined shall have the same
meanings assigned to them in the Agreement.

Dated: ARROWHEAD CAPITAL MANAGEMENT CORP.

By Lo U 7

Its - Cécr '

Q/‘_}/c[—- wACF-00S — METIX GEM, TR — 3,300,000 — O\o\,’-’go_“

2/3)0) — #AF-006 — METRT GEM TR ~ 9%, 150> —— A7

3/ for — wAF —C0F — neSRe GEr, AL — 99,7507 — 2,99%.
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UCC FINANCING STATEMENT AMENDMENT

FOLLOW INS TRUCTIONS {fronl and back) CAREFULLY
A NAME 8 PHONE OF CONTACT AT FILER {optionai]

FLING NumBer:_ A 001/ 4l 420

8 SEND ACKNOWLEDGMENT TO' {Name and Address) DATE: 9-26-01

- —| e e/
STATE OF MINNESOTA :
Metro Gem, Inc. OFFICE: SECRETARY OF STATE
PO Box 245 K-

Wayzata, MN 55391

L -

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY

"3 WITI2| FINANCING STATEMENT FILE & 16 This FINANCING STATEMENT AMENOMENT 15
10 be filad (lor twcord] (of recaided) in the
20011479105 (7-17-01) [ reat ESTATE RECORDS.
2 [X| TERMINATION EN of the Fi v S [ above s with respect to securlty i § of the S Pany zing this Termi S;
3 CONTINUATION: EH of ihe Fi 9 S died above with raspec 10 secwily inleresi{s) of ihe Secured Pany aulhornzing \his Conknuation Slalemant
1o¢ ine i wancd by i Iaw

4 UASSIGNMENT {hilorpariall  Give name of acsignee inilam 73 of 7b and sddress of assipnes in item 7c; 3nd 3150 give nama of assignor i Hem 9.

5 AMENDMENT (PARTY INFORMATION): This Amandment afecis D Osbtor g D Secwed Panty of record. Checl only 0oy of theve two boxes,
4%0 creck gpg of the tolloweng Dues botes ANd Hiovide appropnate Information in ems 8 and/ot 7, M

Give current 1ecord name in itam 8a of B: also give new DELETE name; Giva tecoid nems ADD name, Complela dem 7a or 7Tb 30d alsa
in siem 7n 01 Tb andior new sddiess (il address chenge) In om 7 to b delsled in iam Be o Bb. llem Tc,_alio compiele ilems 7a.79 [1f aDpicabis)

6 CURRENT RECORD INFORMATION
B3 ORCANIZATION'S NAME

name ({ name

6k NDIVIDUAL S LAST NAME FIRST NAME MIDOLE NAME SUFFIX

7 ZrAaNGED (NEW) OR ADDED INFORMATION
¥3 ORGANIZATION'S NAME

oR Th INDWIDUAL'S (AST NAME FIRST NAME MIDDLE NAME SUFFIX
Te MAR NG ADDRESS ciry STATE |POSTAL COOE COUNTRY
“a TAXiDa  SSNOREIN [ADDLUINFQRE |7. TYPE OF ORGANIZATION 7t JURISDICTION OF ORGANIZATION 79. ORGANIZATIONAL 10 ¥, 1 any
ORGANIZATION
OEBYOR | [[none

8 AMENDMENT (COLLATERAL CHANGE): check only ana box

Tescuve callstaal Dul-uu o D #0ded. ot give onhnD collel e or descri D d

9 NAME of SECURED PARTY Of RECORD AUTHORIZING THIS AMENDMENT {name of asvignot. if this 18 on Assg e 16 an Amendment synonzed by a Dedlar whch
G0y CoHaleral v 30ds the authorzng Deolor  of # ks 16 3 Termunation auihonzed by 3 Deblol. check hete D and enlar name of DEBTOR authorizing s Amendment

Sa ORCANZATION'S NAME

onl_Metro Gem Capital MW@M&MW

9o INDIVIDUAL'S LAST NAME FIRST NAME MIDOLE NAME

10 QPTIONAL FILER REFERENCE DATA '

FILING OFFICE COPY — NATIONAL UCC FINANGING STATEMENT AMENDMENT (FORM UCC3) (REV. 07/29/98) |

ARWLTDO005773
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PETTERS COMPANY, INC.

SR o O3

7585 EQUITABLE DRIVE, EDEN PRAIRIE, MN 55344
PHONE 852-934-9918 FAX 952-975-2295

PURCHASE ORDER

TO: NATIONWIDE INTERNATIONAL RESOURCES, INC. SHIP TO: WILL ADVISE
2346 WESWOOD BLVD.
SUITE 8
LOS ANGELES, CA 90064
ORDERED BY: TOM PETTERS PURCHASE ORDER NUMBER: 35848
DATE: 7-16-01 SHIP VIA: BEST WAY
PAYMENT TERMS: NET PARTIAL SHIPMENT ALLOWED: YES
TTEM NO. BESCRIPTION NIt Qry. UNIT GOST TOTALAMOUNY
DVPNS300 ISONY DVD/CD PLAYER 2,648 $133.00 352,184.00
SAWM40 SONY 12" 120-WATT SURROUND SOUND 1,933 $148.40 286.857.20
HTDDW830 ISONY 550 WATT DIGITAL HOME THEATHER 3,148 $296.55 933,835.85
KV27FS13 ISONY 27" TRINITRON WEGA TV 3,010 $497.85 1,498,528.50|
i
|
SUBTOTAL 3,071,405.65
Shipping charges
Handling charges
Insurance
Tax rate : % Tax
TOTAL DUE 3,071,405.651
SPECIAL INSTRUCTIONS
j
{
!
ARWLTD005774

0220.0007



PURCHAST

TO PETTERS COMPANY. INC P.0, PAGE
7585 EQUITABLE DR
EDEN PRAIRIE MN 55344-0000C
TEL 852-974-1889
[ RS SR

bAaN BREte

AP & OB/ PGAST PAYMENT 1LAMS
CD PCY CUTOFF DISC NE !
3 (3] 8] U S

UIKD BJ's
M. sk DESCRIPTION W6 SIYIE RO,
SONY 550 WATT HT-DDW830
DIGITAL HOME THEATER
o SONY DVD'CD PLAYER DVPNS300
SONY 127120 WATT SAWMA40

POWERED SUBV/OOFER

SONY 27" TRINITRON KV27FS13
WEGA STEREQ TV W 2PIP

ORDER
1 0F 1

BJ'S #820 BRISTOL DISTRB CENT
42 RUNWAY RD 215-547-6980
LEVITTOWN . PA 19057-00000

FRIGHT TERMS COLLECT PURCHASER PAYS FOB: ORIGIN

ORDER DATE
REQUIRED DELIVERY" 7/30/0Y

FLORIDA FREIGHT CLASS:
ROUTING INSTRUCTIONS A TO Z TRANSPORTATION

TRAHSHITTIED:: fax

PO # SUMU5B51X

713/n

87.5

BRARKAARAT YRR T ANARB S STV ARARCRAAR NN

UPC UNITS  CASE CASES  PALLEY
ORDERED PACX DROERED PATTERN
3149
2648
1933
3010

cost

W
LA
s
(o
e}
(=13

7]
U|
o
C
w

S73.9

5$582.50

CONTACT BUYING OFFICE IMMEDIATELY IF THERE ARE ANY DISCREPANCIES OI: THIS PURCHASE ORDZHA

R R

EA

EA

EA

EA

EXTENDED
rost

$1,082.577 04
S412.161 20
$336.168.03

$1,753,325.00
$3,584,231.27

ARWLTDO005775

0220.0003



e tamar g
LERTRRl - o e

Dt e ve e padein 4 f D \03@

UCC FINANGING BTATEME CoAw :
: CING BTATEMENT Flling 3%5.2 JOW
A NAME & PHONE OF CONTACT AT FILER [options!] ’ , FILING TiME: ngglg //7
8. BEND ACKNOWLEDGMENT TO:  (Name and Add/ ’ i SIATE OF M'NNESOZM.
. " (Name ) . FILING OFFICE:SECRETARY
[ Petiors Company, inc. I OF STATE

7885 Equitable Drive
Eden Prairie, MN 55344

- | —Ji e ot e e

1.C R' QAL - ¢ namae {14 of 1b) « o names
18 ORGANZATION'S NAME
Petzars Company, Inc.
OR (R NOMGUAL'E UAET RAME X TRETNANE " TWICOLE WA SOFFX
Ve MALNG ADORESE TV TTATE  [POSTAL GOOE COONTRY
7585 Equitadle Dive Eden Pralde . |MN 55344 USA
TAX O, SSHOREN |ADDLWEORE [1e. TYPE OF ORGANGATON [ 1f JURKDICTION OF GRGANRATION 15 OROANGATIONAL ) & § arvy
- CnaawEATON | Carportion i o oo | e

sTom <.} i

OR

2. INOVIDUAL'S LAST RANE FRITNAL T———T— - — - o
* s ey } STATL  |POSTAL COOE COUNTRY
NYAXD® SENOREN [ADOL NFORE |26 TYPE OF ORCANCATION 2L JURISDICTION OF ORGANRZATION 2. ORGANZATIONAL 10 #, ¥ oy
ORGARZATION ) h
DEBTOR | ’ | - | N
3. §ECURED PARTY'S NAME (or NAVE, o TOTAL ASSONEE of ASIGOR 91 et nd gog secured parey o Cha o ) Lo
38 ORGANIZATION'S NAME ) ==
Metro Gom Capltal, LLC.
oRIG INDIVIDUAL'S LABT RAME FIRST NAME ’NAME SUPTX
° o oy STATE AL CODE [COUNTRY
120 South 6™ 8L, Buke 2650 - Minneapola _ MN UsA

4. Thia FINANCING STATEMENT covers 0w folowing coltadacel

Merchandise (and Procaeds received roisting to the merchandise) refeced 10 In Purchase Order No.BUMOSB81X received from BJ's Wholessle Club
uod.;uryu.(zomwmwwu-dsa.su.zauz This Is purchasa money securlty inlerest and inchudes accounts receivebls arising from the
socurtly Iniecest. Proceeds, If any from creds insurance pokcy DA-76354 lssuad by Macylend Netheriands Credit insurance Conmpeny.

5. ALTERKATIVE DESIGNATION D LESSEEAETE0R L) CONGIGNEECONSIONOR L) ox ) seusueuven Cac uen T Nowuce runs
B L) Trie FRUNCEIG BTATEMGNT (s 1 b Nad Jor rac] for recorded) by v REAL |7, Tk EWE%%MM

E5TATS RECORDS.  Alisch Addencm W appicabie) | IDOMONAL PEE) Joptianed T A2 Debvtors [ Dadior 1 [ Doomr3
B. OPTIONAL FLEN REAFERENOE DATA . : »
I NP
ARWLTDO005778

0220.0009



