HL LEASING NC.

- 3439 West Shaw Ave.” * .. j: j e T . 49-355 Sunrose Lane
Fresno, CA 93711 3204 Sos T otomwos e Palm Deserty CA 92260,

T uly 28,2008 ¢

o _Genttemen '

B .I ‘am.in rece:pt of your memorandum dated 7/7,’08 whlch was forwarded to me on 7/22/08 l wrll

 Fresno Offices - . .. PalmDésertOffice:

" _endeavor to do my bestin answering all of your questions, as long as they are not of a'proprietary

-~ -manner: HL does on occasion provide financial statements ‘and tax: returns. to a. limited number of

“-banks, funding sources, individuals and. corporatlons upon regquest, so that they may determrne if

R relatronshrp with HL; is a prudent decision.-To my knowledge we. have never.given out my .
- personal, financial statement and tax returns to- anyone,; other, than banks that- provide Us W|th

hnes of credrt t was truly amazed to t' nd out that you were gwen and possess such lnfcrmahon
=t own 100% of the stock of HL Leasmg. Herltage Pacmc Leasrng, Manufacturers Acceptance

¢ discussion.. All relatronshlps wrth other. lease related compames are basedon long standmg
.’ contrécts and- relationships, that go:back as long as 25 to. 30 years Thrs mformation is of a

T -propr:etary manner. and will not be prowded

©Corp. and Centerpeint Financial Services, and many. other companies, that are not apart of this 'j,} _' _' .

Al Ieases that are sold to prrvate mdmduals or compames are. secured m the fotl0wang manner 1

.~ the lessee. 2. the equrptment 3. the company who.sold'us fhe lease
. {thru arepsand warranty agreement) 4, insurarnice on the lease 5. HL: Ieasrng We do not buy

“that 1nvolves businesses. We however, do buy accounts recewabtes from various corporations, .

__that are Eookmg for capital. " These are. drsccunted 80%, we receive afee of 3% per month, and”
“Ttie stteam ot thie remaiding payraents is insured. “These instruinents are nut ::Cr"lu by Danty, gnd

~ - credit card debt, as this involves dealing with individuals, Which we do not-do. We only-buy paper: - -’

“are designed for very large | investors; On a monthly basrs all frrms that’ brll and collect the: teases - -
- that they sold to us, send:us- an agrng analysrs of all Ieasmg outstandrng (not avaitable as thls g

L COnfrdentlaI mformat[on}

_.The prograrn has changed over the years because of demand by our chents Many cllents want -' -

*. longer terms, with higher yrelds |'have no idea where you, got your information, that a typical- .
" lease ylelds 9%. ‘We at Heritage buy high quality credits, we are & small balance fender (5,000 o

'100 000) wrth yields Ssomewhere. between 18-and 30%, this takes into consrderatlon advance. -

R -fpayments residuals, put’s (purchase Upon termrnatron} documentatron fee, etc and- number-of -

B pomts insertéd into’ the deal above our’ cost of money, : 1eases above $100, 000 are broker-out to,': SRR
s m:ddte to- Iarge buyers, where we-are paid fee’s. of3 to 10 pornts of ccst of equrpment dependnng ok

on. credrt type of. equrpment term of lease; etc
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Ovr business model has not changed much over the years....we are a small balance lender, we
‘require full financial statements for all transaction above 50,000. this includes bank ratings, trw
scores, bankruptcy risk scores, time in busmess requuement 3 satisfactory trade
references...(this is required on all lease 'submission) above 50 GOD fmanmal statements and
federal tax returns for the last 3 years are mandatory :

We buy leases. from other leasing companles and banks We generally dlsoount the remaining
‘stream of payments at 20%. The original term is generally 48-60-72 months. We are buyers for

12-24-36 mos., of remaining payments. Generally speaking the selling bank has taken all of the -
© profit out of the deal in the first 12 to 24 months, and consequently is wiiling to take a deep
discount, for cash, for the remaining payments. Per, our agreement all leases submitted must .
meet the credit criteria of HL. All leases are purchased on an mdnndual basis and sold in the :
same manner not as: pools ‘ o

I agree W|th the old adage of don t mvest in anythlng you do not understand” I trui'y'hope that’ '
the above comments give you a better understanding of what we do- Herltage Pacxflc leasing is
an originator of leases, HL leasing, is a conduit for the sale of leases. We have completed 3

- securitizations with a New York Stock Exchange brokerage firm, for large blocks of leases, all

. with attorney opinions, insurance, rating by Moody's, and sold as debt instruments’ at an average
‘rate of 7%., and fi t"nally Centerpomt Fin. Ser\nces dOes the bllllng and co[lectlng for in- -house
Ieases o : . .

' The demlse of the real estate market was due aII because of greed ..by the mvestor in
‘mortgages, Mtg.. Brokers, the banks, the securitization companies, the brokerage firms.. ..easy
money and very little work. They did not credit check, no TRW’s pulled, no financial statements
required, no verification of employment....if you had a puise, you got a mortgage. As a result .
Bear Stearns, Country Wide, Fannie Mae, Freddie Mac, IndyMac Bank, has failed or is in
'~ desperate need of help. With hundred of others to follow shortly Washington-Mutual, UBS
' Bank of Amenoa Wachovia, to name a few, :

i have tried to answer all of your questlons But I am not an investment: adviser, so consequently
- ¢an not advise you if purchasmg leases is a good idea, for-you gentlemen

N Respectfully subm|tted

.John W. Otto Chief Executwe Ofﬁcer 7



