PROMISSORY NOTE Q‘&\%@N’

$162.000.00.
Dated: September 12, 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
$162.000.00, and interest in the amount of $9,720.00.

Payment on this Note, of the principal and interest is due, and payable to the
Holder in full on or before December 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
PERSONAL GUARANTY
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To:

Re:

Ladies and Gentlemen:

ArrowHead Capital Finance Request for Release of Notes

ACF
Account il

Wells Fargo Bank Minnesota, National Association
MACN9311-161, Sixth Street and Marquette Avenue
Minneapolis, Minnesota 55479-0067
Attention: Asset-Backed Securities

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”).

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
# /04§ ‘ i
e /01 | # 143 990 2> /) 2 75002
P i / X' / ')// Y/

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

ARROWHEAD CAPITAL MANAGEMENT CORP.

Dated: /¢7/J/¢}[ 0/

By

Its

;Z,, A e

/
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NOTE #1048

@
PROMISSORY NOTE @@

$162.000.00.
Dated: September 12, 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
$162.000.00, and interest in the amount of $9.720.00.

Payment on this Note, of the principal and interest is due, and payable to the
Holder in full on or before December 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
PERSONAL GUARANTY

L

Thomas J <, President
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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
September 12, 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:

(2) 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 defanlt 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 defanlt, 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.
(b) This Agreement is governed by the laws of the State of Minnesota.

Debtor: Petters Company, Inc.
By: ,MUL
CF [
Its: ﬂ%&
<J /'
ledoo G Caplid LLC

Secured Party: 4 94 1 ,_?7
Witness: Q&}J\/\(‘\(\Qj\(\\,ﬂ’)ﬁ\
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PETTERS COMPANY, INC.

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

PURCHASE ORDER

TO: LECTRONIX SHIP TO: WILL ADVISE
$518 VAN NUYS BLVD.
VAN NUYS, CA 91401
ORDERED BY: [TOM PETTERS PURCHASE ORDER NUMBER: 5622
DATE: 9-11-01 SHIP VIA: EST WAY
PAYMENT TERMS: NET PARTIAL SHIPMENT ALLOWED: ES
ITEM NO. DESCRIPTION URIT Qry. UNIT COST TOTAL AMOUNT
HP940CSE HP DESKJET 1,123 $110.00 123,530.00
PH1220CSE HP DESKJET PROFESSIONAL SERIES PRINTER 1,279 $211.40 270,380.60
HPPSC750 HP COLOR FLATBED 1,244 $227.60 283,134.40
HP3200SE HP LASERJET PRINTER/FAX/COPIER/SCANNER 952 $445.00 423,640.00
+P4100N HP LASERJET 4100 PRINTER 845 $829.25 700,716.25
SUBTOTAL 1.801.401.25
Shipping charges
Handling charges
Insurance
Tax rate % Tax
TOTALDWE 1,801,401.25
SPECIAL INSTRUCTIONS
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UCC FINANCING STATEMENT

FOULOW INSTRUCTIONS (ont and backLCARER
A. NAME & PHONE OF CONTACT AT FILER [optional]

LY

[—Peuers Company, inc.
7585 Equitable Drive
Eden Prairie, MN 55344

L

8. SEND ACKNOWLEDGMENT TO: (Name and Addrass)

-

FILING NUMBER:_ 3

TIME:

ATE: 9/ 1 v
DATE 300

56 .

STATE OF MINNESCOTA

OFFICE: SECRETARY OF STATE

A0

THE ABOVE SPACE IS FOR FILING QFFICE USE ONLY

1. DEBTOR'S EXACT FULL LEGAL NAME - insect only one dbios name {1a or 1) - do no abbrwniats or combine names

18. ORGANZATION'S NAME
Petters Company, Inc.

OR (15 INDVIDUAL'S LAST NAME FIRST NAME MIDOLE NAME SUFFIX
1c. MAILING ADDRESS oY STATE |POSTAL CODE COUNTRY
7585 Equitable Drive Eden Prairie MN 55344 usa
10.TAXID#. SSNOREIN |ADDLNFORE |is. TYPE OF ORGANZATION 11, JURISDICTION OF ORGANIZATION g’;: ORGANRZATIONAL D 8, # any
ORGANIZATION i i 657
[Corpomuon Ianso(a i [ owe
2 ADDITIONAL DEBTOR'S EXACY FULL LEGAL NAME - insen devlor nam (28 of 2b) - 4O Nol attvavisie of COmbINe names
ORGANZATION'S NAME
ORI, NDWIOUAL'S LAST NAME FIRET NAME MIDDLE NAME SUFFX
2c. MAILING ADDRESS cny STATE |POSTAL CODE COUNTRY
24 TAXIO¥. SSNOREIN |ADDLINFORE |2e. TYPE OF ORGANZATION 2. JURISDICTION OF ORGANIZATION 70. ORGANZATIONAL ID #, if any
ORGANZATION
DEBTOR | | il L1 _none
3. SECURED PARTY'S NAME jor NAME of TOTAL ASSIGNEE of ASSIGNOR S/P) - insent only one secured party name [3a or 3b)
3. ORGANIZATION'S NAME
Metro Gem Capital, LLC.
OR |35, NONIOUAL'S LAST RAME FIRST NAME MIODLE NAME SUFFIX
3. MAILING ADDRESS cry STATE  [POSTAL COOE COUNTRY
120 South 6™ St., Suite 2650 Minneapolis MN  [55402 USA

4. This FIRANCING STATEMENT covers the following collatersi;

Merchandise (and Proceeds received relating to the merchandise) referred lq in Purchase Order No84538 received from Boscov's dated Septmbor
j1. 2001 up o a total vaiue of $2,106,238.24. This is purchase maney security interest and inciudes accounts receivable arising from the security
Interest. Proceeds, if any from credit insurance poficy DA-76354 issued by Maryland Netheriands Credit Insuranca Company.

S. ALTERNATIVE DEBIGNATION {if sppicablel
8, This FINANCNG
ESTATE RECORDS.  Anach

03 LeSSEEAESSOR  [J CONSIGNEE/CONSIGNOR [ BALEE/BALOR
STATEMENT is o be Mad (for recand] (or recorded) in the REAL
Addendtum

[ sppiicatis)

O seciermuyer [0 AG Len T NONUCC FLING

{optional}

Yy =y gy ey
7. Check to REQUEST SEARCH REPORTIS) on Dabtorts)
[ADDITIONAL FEE]

O An Deviors [ Dottor ¢ [ Dedtor 2

5. OPTIONAL FLER REFERENCE DATA
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Account D
ArrowHead Capital Finance Receipt and Verification Certification

To:  AmowHead Capital Finance, Ltd.
The Continental Building, 2™ Floor
25 Church Street, Hamilion, HM, Bermuda

Re:  Custodial Agreement by and among Metro Gem Capital LLC, ArrowHead Capital Finance,
Ltd., ArrowHead Capital Management Corp. and Wells Fargo Bank Minncsota, National
Association dated as of March 5, 2001 (as amendcd or modified 10 date, the “Agreement”™).

Ladies and Gentlemen:

In accordance with the provisions of Scction 2.2 of the Agreement, the undersigned,
as Cuslodian, hercby certifics thal except as noted below, as to the following Note:

Note No. Orig. Principal Amount Due Date Interest Duc
Issuer Date
# (648 |Unfor| F (03,000.00 2for | £2,720.00

(i) the Custodian is in receipt of such Note;

(ii)  such Note appears to be the original signed Note and cach of the name ol the
Issuer, the date of thc Note and the original principal amount of the Note conforms  to the information
sct forih above; and

(iii)  the Custodian is holding such Note as agent for, and on behalf of, the
Purchaser,

The Custodian has made no independent examination of such Note beyond the
review specifically required in the Agreement. The Custodian makes no representations as to the
validity, legality, sufficiency, enforceability, genuineness or colleclibility of thc above-described
Nole.

Capitalized terms used hercin but not otherwisc defined shall have the same
mcanings assigned 1o them in the Agreement.

Daed:__2/73/0/ WELLS FARGO BANK MINNESOTA,
NATIONAL ASSOCIATION, as Custodian

By_ MR- COMA

Its
M1:725847.01 JORRTET C. Davis

Assistant Vice President
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